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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit- 
erature, art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 

Penal  Code  of  California, 
1915,  Section  623. 
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we're  in  touch  wlfll 


Americans  are  traveling  all  over 
America  this  year  to  celebrate  o  jr 
bicentennial.  And  we  at  The 
Greyhound  Corporation  are  proud 
to  be  a  part  of  it.  We're  taking  more 
Americans  to  visit  more  places  this 
year  than  anyone  else.  And  at  a 
price  they  can  afford. 

Because  this  year  more  than  ever, 
we're  in  touch  with  America.  With 
the  people  and  the  places  that  make 
this  country  strong.  In  virtually  every 
city  and  town.  In  every  state.  Our 
national  parks  and  historic  shrines. 

Keeping  in  touch  has  enabled  us 
to  create  the  kinds  of  services 
Americans  want  and  need.  Like 
brand  new  terminals  and  buses. 
Convenient  city-to-city  schedules. 
Vacation  tour  programs.  Sightseeing 
services.  And  our  innovative 
unlimited  travel  ticket,  the 
Ameripass. 

Transportation  services— one  of 
the  many  ways  we're  meeting 
people's  needs. 
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'  1         Last  season,  Top-Flite  put  its  money  where  its  mouth 

1  is:  $250,000  to  any  of  these  other  leading  balls  that  can 

^N^  beat  Top-Flite  in  a  distance  test  using  golfers  like  yourself. 

'  V,  (Top-Flite  previously  won  a  test  like  this  by  up  to  13  yards!) 

^  Judging  from  the  turnout,  the  other  leading  balls  must  finally 

'  "<  concede  what  golfers  knew  all  along:  ^^ 

v^  Top-FliteisTheLongestBall. 
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See  how  our  stock-transfer 

system  can  save  you  25%  or  more 

over  the  one  you're  using  now. 


Just  give  us  these  facts  . . .  we'll  give  you  this  proof: 


326656 


SERVICE  PROVIDED 

Accounts  Maintained 
Certificate  Issuance 
Dividend  Checks 
Postings 

Address  Changes 
Corporate  Mailings 
Proxy  Tabulation 
Tax  Reporting 
Shareholders  Analyses 
Certificates  Registered 


YOUR  CURRENT 
AGENT'S  FEES 


THE  FIRST  NATIONAL 
BANK  OF  BOSTON 


The  First  National  Bank  of  Boston 
P.O.  Box  644 
Boston,  MA  02102 


What  you're  paying  now. 


Your  Savings!  $ 


What  The  First  will  charge. 


As  a  fully-committed  stock 
transfer  agent,  we're  already 
saving  money  for  hundreds  of 
corporations  throughout  the 
nation.  And  our  on-line  compu- 
terized system  does  the  job  for 
companies  with  as  many  as 
180,000  stockholders,  as  well 
as  those  with  fewer  than  100. 

The  secrets  of  our  success 


are  many:  The  most  complete 
on-line  system  and  service 
package  available.  A  national 
network  of  facilities.  Faster 
turn-around  time — everything 
that  comes  in  is  processed  the 
same  day.  Certificateless  De- 
pository (which  we  innovated) 
and  Dividend  Reinvestment — 
all  under  one  system.  Plus  long 
experience  in  promoting  better 
relations  with  more  than  a  mil- 


lion shareholders. 

But  find  out  for  yourself  how 
we  can  stretch  dollars  for  your 
company  and  give  you  better 
personalized  service,  accuracy, 
and  efficiency.  Charlie  Ducie  is 
the  man  to  talk  to.  Give  him  a 
call  in  Boston  at  (617) 
434-6578.  (In  New  York, 
call  0X5-2370,  ext.  6578.) 


For  dollar-stretching 

first  people  to  talk  to^^^^)The  First 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 
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An  Insight  Into  Ike 

Emmet  John  Hughes,  the 
late  President  Eisenhow- 
er's speechwriter  in  1952 
and  1956,  has  provided 
Forbes  magazine  with 
working  and  final  drafts  of 
11  of  Eisenhower's  most 
important  speeches,  com- 
plete with  Ike's  comments 
and  editing.  These  are  fas- 
cinating documents.  They 
show  clearly  that  Eisen- 
hower was  not  the  inar- 
ticulate man  and  fuzzy 
thinker  many  people  took 
him  for.  Hughes,  now  pro- 
fessor of  poUtics  at  Rut- 
gers University,  writes: 

"He  [Eisenhower]  deep- 
ly distrusted  not  only 
vague  rhetoric  but  also  abstractions  and  generalizations  per  se.  A  typical 
example  occurs  with  the  first  inaugural  and  its  first  sentence:  'The  world 
and  we  have  passed  the  midway  point  of  a  century  of  continuing  chal- 
lenge.' While  he  [Eisenhower]  finally  spoke  these  words,  the  draft  contain- 
ing them  carries  his  angry  scrawl:  T  hate  this  sentence.  Who  challenges 
whom?  What  aboutF'  A  professional  editor  couldn't  have  put  it  better. 

In  refusing  to  attack  the  late  Senator  Joseph  McCarthy,  Eisenhower  was 
not  showing  lack  of  courage.  Eisenhower  had,  Hughes  writes,  "a  nearly  abso- 
lute aversion  to  either  personal  criticisms  or  even  political  counterattacks.  .  .  . 
Until  McCarthy  publicly  destroyed  himself,  the  constant  response  of  Presi- 
dent Eisenhower  to  any  appeal  to  speak  out  .  . .  was  a  kind  of  fierce  growl: 
'Goddamit,  I  will  not  get  into  the  gutter  with  that  [expletive  deleted].'  " 

The  papers  show  that  even  powerful  men  have  their  moments  of  doubt. 
Soon  after  his  famous  "I-shall-go-to-Korea"  speech,  Ike  growled:  "I  don't 
know  about  that  speech,  now.  We  may  have  won— or  we  may  have  lost— 
the  whole  election  right  there."  He  won  with  55^  of  the  popular  vote. 

In  a  memorandum  accompanying  the  papers,  Hughes  gives  a  revealing 
insight  into  the  motives  that  make  talented  men  slave  long  hours  at  modest 
pay  for  the  opportunity  to  stand  near  the  seats  of  the  mighty:  ".  .  .  the  prin- 
cipal speechwriter  for  a  President  ...  is  the  last  person  to  see  (or  whisper 
to)  the  President  just  before  he  makes  whatever  may  be  his  public  pro- 
nouncement. And  in  all  politics,  this  is  a  singular  force  and  privilege." 


Malcolm  Forbes  and 
Arthur  Bums  were  both 
doctored  in  science  in 
business  administration  by 
Rhode  Island's  Bryant  Col- 
lege at  its  113th  com- 
mencement. At  that  oc- 
casion, Forbes'  Editor-in- 
Chief  presented  the  Fed- 
eral Reserve  Chairman 
with  an  advance  proof  of 
this    issue's    cover.     Said     Forbes 

Arthur  of  the  Reserve:  "But  I  hate  to  see  money  going  up  in 
served  Mrs.  Burns:  "I  love  it.  It's  much  nicer  than  most  Vvv  scv 
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In  one  coffee  break 

ColComp's  Automated  Tape  Library 

can  find  and  load  40  reels. 


This  library  doesn't  run 
on  coffee. 

The  only  way  it  can  load 
the  wrong  reel  is  if  you  tell  it  to. 

Behind  that  innocent 
front  it  can  store  over  6,000 
reels  of  V2"  tape.  It  can  find 
and  mount  any  one  of  those 
reels  in  an  average  time  of 
15  seconds.  And  it  can  serve 
32  separate  tape  drives. 

The  tapes  are  automatically 
selected,  mounted  and  then 
dismounted  and  returned 
when  the  job  is  done.  Human 


hands  never  touch  a  thing. 

The  wrong  reel  never 
comes  through  those  entry 
ports.  And  physical  damage  or 
loss  of  a  tape  is  a  thing  of 
the  past. 

You  could  justify  purchas- 
ing The  CalComp  Automated 
Tkpe  Library  from  any  angle. 

The  increased  efficiency  is 
obvious.  So  are  the  reduced 
operating  costs.  But 
just  think  of  your 
valuable  tapes,  safe  at 
last,  24  hours  a  day. 
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You've  got  to  see  it  to 
believe  it.  Call  or  write  your 
local  CalComp  office,  or  contact 
California  Computer  Products, 
Inc.,  FB-M7-76  2411  West 
La  Palma  Avenue,  Anaheim, 
California  92<S01.  (714)  821-20U. 
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How-to  get 
fiom  your  stocks 


This  booklet  shows  you 
the  basic  approaches  to 
writing  options,  including 
the  risks  and  rewards. 

It  also  has  a  special  sec- 
tion on  the  more  advanced 
techniques  you  can  use. 
Explains  the  pros  and  cons 
of  uncovered  options.  Vari- 
able hedges.  Spreads. 

You  also  get  examples  of 
the  kind  of  option  strate- 
gies to  use  in  different 
market  situations— which 
may  increase  your  income 
and  reduce  the  risk  of  loss. 
Prospectus  included. 


Free!  "The  Merrill  Lynch 
Guide  to  Writing  Options" 

Call  toll-free  800-327-4800. 
In  Florida  1-800-432-7521.  Or  write: 
Merrill  Lynch  Service  Center 
P.O.  Box  700,  Nevada,  Iowa  50201 

NF007010PT 
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Fanner  8  Smith  Inc. 
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Trends  &Tafigents 


Foreign 


Pension  Polemics 

Some  British  pensioners,  like  some 
American  investors,  are  starting  to  ask 
questions  about  those  entrusted  with 
managing  their  money.  A  retired 
London  milkman  is  suing  his  em- 
ployer of  37  years  and  the  trustee  of^ 
his  pension  fimd  for  breach  of  trust, 
claiming  that  his  $24-a-week  pension 
would  have  been  more  if  the  fund 
had  not  been  used  as  a  source  of 
cheap  loans  for  the  cooperative  where 
he  was  employed.  Up  to  1969,  he 
contends,  the  interest  paid  on  pen- 
sion fund  money  was  only  3%%  and 
the  co-op's  profit  on  this  cheap  bor- 
rowing was  over  $10  million.  Like- 
wise, until  1973,  British  Rail  was  bor- 
rowing over  $350  million  from  its 
pension  fund  at  5%.  It  has  also  re- 
cently come  to  light  that  in  1970  Im- 
perial Chemical  Industries'  fund  lent 
almost  $30  million  to  a  failing  real 
estate  company  for  property  develop- 
ment and  over  $15  million  for  the 
"rationalization  of  greyhound  racing." 


Business 


Riding  The  Recycled  Rails 

Creosote-covered  railroad  ties  are 
noxious  to  bum  and  dangerous  to 
bury  (the  creosote  leaches  into  the 
water  table).  Cedrite  Corp.,  an  af- 
filiate of  Oregon  lumber  company 
Dant  &  Russell  and  the  retirement 
project  of  one  Ed  Potter,  has  what 
it  claims  to  be  the  only  successful 
method  of  reconstituting  wood  chips 
from  used  crossties  into  better-than- 
new  ties.  The  Santa  Fe  Railway  is 
testing  1,000  Cedrite  ties  at  six  in- 
service  locations.  The  U.S.  Depart- 
ment of  Transportation  plans  to  shake 
50  of  them  down  at  its  Pueblo,  Colo, 
test  track  this  summer  by  subjecting 
them  to  the  equivalent  of  20  years  of 
railway  use  (the  normal  life  of  a  stan- 
dard crosstie)  in  the  next  two  years. 
Cedrite  has  its  fingers  crossed— the 
crosstie  replacement  market  in  the 
U.S.  is  running  about  $600  million 
a  year. 

Tremor  Stemmer 

Bamboo  stalks,  when  specially 
treated  by  a  new  chemical  process, 
may  be  able  to  significantly  strength- 
en millions  of  adobe  structures  in 
earthquake-prone  southern  latitudes. 
A  civil  engineering  research  team  at 
Pennsylvania's  Lehigh  University  rec- 
ognized both  the  immediate  avail- 
ability of  bamboo  in  many  vulnerable 


areas  as  well  as  bamboo's  unique 
ability  to  bend,  a  feature  that  can 
lend  much-needed  flexibihty  to  brittle 
adobe  walls.  Lehigh  is  trying  to  help 
nature  along  by  devising  artificial 
techniques  to  counteract  some  of  the 
weaknesses  of  bamboo:  sandblasting 
to  eliminate  the  slipperiness  of  the 
stalk  and  make  it  more  adhesive  to 
other  building  materials,  plus  a  soak- 
ing in  liquid  sulfur  to  wateiproof 
the  stalk. 

Batmobile  Revisited 

A  small  Los  Angeles-based  engi- 
neering and  research  firm  has  de- 
veloped a  police  car  that  would  make 
the  Green  Hornet's  mouth  water.  For 
a  $2.3-million  contract,  the  Law  En- 
forcement Assistance  Administration 
got  a  $10,000  compact  prototype 
(vs.  $6,000  for  today's  police  sedan) 
containing  hands-free  communica- 
tions, minicomputers,  memory  banks 
and  diagnostic  sensors  that  tell  the 
driver  when  the  brakes  are  bad,  when 
the  battery  is  failing  and  when  new 
shocks  are  needed.  But  LEAA  believes 
the  real  savings  for  states  and  local- 
ities will  come  in  lower  fuel  costs. 
Test  models  have  saved  7.5  miles  a 
gallon,  which  works  out  to  an  annual 
gas  savings  of  over  $1,500  for  each  of 
the  nation's  160,000  police  cars  re- 
placed by  the  new  model.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q 1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 
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Any  businessman  udio  demands 
a  lot  from  himself  is  not  about 


accent  less  fitom  an  airline. 


You  mn  your  business  like  a  business.  And 
we  run  Swissair  the  same  way.  We  know 
that  we  have  to  keep  the  promises  we  make, 
or  our  customers  won't  be  our  customers  for 
very  long.  And  that's  no  way  to  run  a  business. 
The  demanding  business  traveller  flies  with 
us  because  he  knows  we're  going  to  meet  his 
demands.  It's  as  simple  as  that. 

We  take  him  where  he  does  business. 

If  we  couldn't  offer  a  businessman  the  best 
services,  convenient  connections,  and  a  com- 
plete choice  of  destinations,  he  wouldn't  fly  us. 
But  business  travellers  from  all  over  the  world 
do  fly  us.  For  some  very  businesslike  reasons. 
Like  the  fact  that  we  can  take  the  business 
traveller  to  over  80%  of  the  world's  population. 


To  87  cities  in  63  countries  on  5  continents. 
At  convenient  times.  And  often. 

He  has  special  needs  in  the  air. 

The  business  traveller  demands  prompt 
attention  to  his  needs,  whether  he's  flying  to 
Abu  Dhabi  or  New  York.  They  may  be  littie 
things  like  a  current  magazine,  or  something 
more  significant  like  a  salt-free  dinner.  When 
he  flies  Swissair  he  knows  that  if  something 
is  important  to  him,  it's  important  to  us. 

He  has  special  needs  on  the  ground. 

That  limousine  in  Johannesburg  better  be 
waiting.  That  conference  room  in  Zurich  has 
to  be  equipped  with  the  right  audio-visual 
materials.  And  his  business  cards  in  Japanese 
ought  to  be  handed  to  him  at  the  gate  in 
Tokyo.  To  the  demanding  business  traveller 
an  airline  ticket  is  a  contract.  And  he's  already 
fulfilled  his  part  of  the  agreement. 

First  class  on  every  flight. 

Many  airlines  will  occasionally  schedule  an 
all-economy  flight  on  certain  routes.  Swissair 
always  offers  first  class  service.  Whether  it's 
across  the  Atlantic  or  the  Rhine.  And  first  class 
service  to  us  means  the  finest  foods,  liquors, 
and  wines.  It  means  all  the  comforts  that  have 
been  paid  for. 

Over  the  years  (45  to  be  exact),  Swissair 
has  met  the  needs  of  thousands  of  business 
travellers.  We  believe  their  demands  have 
made  us  a  better  airline.  An  airline  that  busi- 
ness travellers  eveivwhere  seem  to  choose 
when  they  have  the  choice.  And  these  days 
Swissair  is  giving  them  that  choice  just  about 
everywhere  in  the  world  they  do  business. 

For  reservations  and  information  about  all 
our  daily  wide-body  flights  from  New  York, 
Boston  and  Chicago  to  Switzerland,  plus  our 
frequent  DC- 10  service  from  Montreal  and 
Toronto,  see  your  TFiAVEL  AGENT  corporate 
travel  consultant,  or  local  Swissair  office. 


IWISSAIR-^ 

We  take  on  the  world's 
most  demanding  business  travellers. 
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Readers  Say 


Directors'  Fees 

Sir:  Your  Annual  Directory  Issue 
{May  15)  was  faulted  by  the  ab- 
sence of  comments  on  the  directors'- 
fees  racket,  the  "you  scratch  my  back 
and  I'll  scratch  yours"  syndrome. 

When  I  was  with  Sears,  the  then- 
chairman,  Ted  Houser,  established  a 
rule  that  outside  directors'  fees  must 
be  turned  into  the  company  treasury. 
As  you  may  guess  it  wasn't  popular 
and  was  terminated  after  he  left.  It 
would  be  interesting  to  see  a  table  of 
fees  paid  by  the  100  largest  corpora- 
tions, as  well  as  the  100  most  highly 
paid  directors  in  terms  of  total  fees. 

—Donald  MAcARxmrn 
Deerbrook,  Wis. 

No  Payout? 

Sir:  In  your  article  "Jimmy  Carter, 

The  Businessman"  (June  1),  Forbes 

indicates  that  CBS  News  paid  some 

elderly  Plains,  Ga.  residents  to  act  as 

a  land  of  backdrop  for  the  interview. 

As  the  CBS  News  correspondent  on 

that  story,  let  me  state  that  no  one 

from  CBS  News  paid  anyone  for  any 

so-called  "contribution  to  local  color. 

—Bernard  Goldberg 

CBS  News 

Atlanta,  Ga. 

Our  reporter  saw  a  member  of  the 
CBS  crew  giving  cash  to  one  of  the 
older  bench  sitters  immediately  after 
the  Billy  Carter  interview— ¥.d. 

Sulfur  Problems 

Sir:  The  article  on  the  Santa  Fe 
Railroad  ( May  1 )  states  that  the  coal 
in  New  Mexico  is  relatively  high  in 
sulfur  and  that  is  the  reason  the  EPA 
may  not  give  any  companies  permis- 
sion to  utilize  New  Mexico's  coal. 
Most  of  the  coal  in  New  Mexico  is 
low  sulfur.  It  is  being  burned  in  three 
large  power  plants,  two  of  which  are 
in  New  Mexico. 

—Frank  E.  Kottlowski 

Director,  Bureau  of 

Mines  &  Minerals  Resources 

N.M.  Institute  of  Mining  &  Tech. 

Socorro,  N.M. 

Santa  Fe  told  Forbes  the  main  en- 
vironmental problem  with  their  New 
MexiiX)  coal  is  sulfur  emissions— Fm. 

Medicinal  Bubble  Gum 

Sir:  Re  "The  Bubble  Gtmi  Business 
Is  Booming"  (June  15).  I  am  a  65- 
year-old  stockbroker  who  has  bot'ii 
chewing  bubble  gum  for  the  past  tni 
years  under  doctor's  orders.  I  suffered 
ear  blockage  on  planes,  and  a  special- 
(Continued  on  pagr  105) 

FORBES,  JULY   1.    19761 


Piece  of  mind. 

A  tiny  electronic 
brain,  nestling  near 
Ladybug. 

An  RCA  integrated 
circuit  with  1,300 
transistors  built  in. 

It  can  operate  a 
watch,  a  pocket 
calculator,  security 
alarm,  automotive 
systems. . .  replacing 
mechanical  devices. 

It's  more  reliable, 
accurate,  economical, 
needs  little  power, 
doesn't  pollute. 

By  1985,  such 
circuit  chips  may 
contain  as  many  as 
a  million  transistors... 
making  even  today's 
technology  look 
quaint. 


Innovating 
in  electronics. 

From  the  beginning. 


The  heavy  haul.  Where  Goul 


bchnology  delivers. 


These  new  product  developments  from  Gould 
are  helping  deliver  the  freight  more  economically, 
dependably  and  safely. 

A  new  maintenance-free  battery  made  just 
for  trucks. 

The  Gould  Champion  never  needs  water.  It 
virtually  eliminates  corrosion.  And  it  stands  up  to 
punishing  vibration  longer  than  conventional 
batteries. 

Three  Gould  Champions  deliver  30%  more 
starting  power  than  four  standard  Group  4  bat- 
teries, yet  weigh  42  pounds  less  and  take  up  32% 
less  space. 

Recorders  make  sure  anti-skid  devices 
measure  up. 

Anti-skid  braking  systems  are  a  priority  subject  in 
the  trucking  industry.  And  Gould  recorders  make 
sure  these  systems  operate  according  to  their 
specifications.  By  simultaneously  recording 
pressures,  pulses,  braking  effectiveness,  and 
brake  duration,  manufacturers  can  carefully 
check  the  design  and  engineering  of  these  safety 
systems  before  they're  on  the  road. 

IVIirror  heaters  that  reflect  energy  savings. 

Defrosting  truck  mirrors  electrically  is  not  a  new 
idea.  But  doing  it  faster— with  less  energy— is. 
Gould's  new  Flexatherm®  heating  element  heats 
up  faster,  on  fewer  watts,  than  older  foil  or  carbon 
deposit  elements.  Right  now,  this  same  technology 
is  going  into  clothes  dryers  and  many  other 
consumer  products. 

Gould  heavy-duty  technology  rolls  on. 

These  new  products  join  our  established  products 
for  heavy-duty  trucks  which  include  bearings, 
bushings,  pistons  and  other  engine  parts,  rubber- 
metal  components,  powder  metal  parts  and  custom 
made  castings.  If  you'd  like  to  know  how  Gould's 
heavy-duty  technology  can  help  you,  write 
Gould  Inc.,  Department  H-D,  10  Gould  Center, 
Rolling  Meadows,  IL  60008. 


■>   GOULD 

The  product  development  company 


IN-CORP  Bankers 

Deliver... 

with  a  new  way  of  serving  business. 


Cor«ol^tedBalai>cea?eet 


mu^ 


Exit  the  traditional  lending  officer. 
Enter  the  IN-CORP  Banker. 

The  more  complete  financial  serv- 
ices resource.  So  complete  your 
company  can  deal  with  fewer  banks. 

One  IN-CORP  representative  can 
deliver  any  of  the  capabilities  of  a  $2 
billion  multi-national  financial  serv- 
ices organization... from  appraisals 


to  pension  fund  management  to  leas- 
ing and  more,  together  with  imagi- 
native worldwide  financing. 

If  your  company  isn't  getting  the 
efficiency  of  a  one-stop  financial  re- 
source, talk  to  an  IN-CORP  Banker. 

Telephone  Robert  G.  Truslow, 

Vice  President,  at 

(401)278-6268. 


Industrial 
National 
Corporation 

Your  growth  is  our  business. 


Industrial  National  Bank,  Prov.,  R.I.  •  Inleasing  Corp.,  Prov..  R.I.  •  Ambassador  Factors,  New  York,  N.Y.  •  Mortgage  Assoc,  Inc.,  Mil.,  Wis. 
•  Kensington  Mortgage  and  Finance  Corp.,  Mil.,  Wis.  •  Southern  Discount  Co.,  Atl.,  Ga.  •  Information  Sciences,  Inc.,  Prov.,  R.I  •  Westminster 
Properties,  Inc.,  Prov.,  R.I.  •  International  Appraisal  Co.,  Fair  Law/n,  N.J.  •  INB  Appraisal  Co.  of  Canada,  Ltd.,  Ont.  •  Industrial  Capital  Corp., 
Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co.,  Prov.,  R.I.  •  C-O-M  Service  Bureau,  Inc..  Boston,  Mass. 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


1776 

We  hold  these  truths  to  be  self-evident,  that  all  men  .  .  .  are  endowed  by  their 
Creator  with  certain  unalienable  Rights,  that  among  these  are  .  .  .  Liberty  .  .  . 
that  to  secure  these  Rights,  Governments  are  instituted  among  Men.  .  .  . 

We,  the  people  of  the  United  States,  in  order  to  .  .  .  secure  the  blessings  of 
liberty  to  ourselves  and  our  posterity,  do  ordain  and  establish  this  Constitution 
for  the  United  States  of  America. 

The  enumeration  in  the  Constitution  of  certain  rights  shall  not  be  construed 
to  deny  or  disparage  others  retained  by  the  people. 


Federal  Regulators 

Agricultural  Marketing  Service 

Animal  &  Plant  Health  Inspection  Ser. 

Board  of  Immigration  Appeals 

Broadcast  Bureau 

Bureau  of  Alcohol,  Tobacco  &  Firearms 

Bureau  of  Biologies 

Bureau  of  Customs 

Bureau  of  Foods 

Bureau  of  Indian  Affairs 

Bureau  of  Land  Management 

Cable  Television  Bureau 

Center  for  Disease  Control 

Central  Intelligence  Agency 

Civil  Aeronautics  Board 

Commodity  Futures  Trading 

Commission 
Consumer  Product  Safety  Commission 
Cost  Accounting  Standards  Board 
Drug  Enforcement  Administration 
Energy  Research  &  Development  Admin. 
Environmental  Protection  Agency 
Federal  Aviation  Administration 
Federal  Bureau  of  Investigation 
Federal  Communications  Commission 
Federal  Deposit  Insurance  Corp. 
Federal  Elections  Commission 
Federal  Energy  Administration 
Federal  Highway  Administration 
Federal  Maritime  Commission 
Federal  Power  Commission 
Federal  Railfoad  Administration 
Federal  Reserve  System 
Federal  Savings  &  Loan  Insurance  Corp. 
Federal  Trade  Commission 
Food  &  Drug  Administration 
Internal  Revenue  Service 
Interstate  Commerce  Commission 
Mining  Enforcement  &  Safety  Admin. 
National  Bureau  of  Standards 
National  Flood  Insurance  Program 
National  Highway  Traffic  Safety  Admin. 
National  Labor  Relations  Board 
National  Mediation  Board 
National  Park  Service 


1976 

National    Security   Agency /Centra  I    Se- 
curity Service 

National  Transportation  Safety  Board 

Nuclear  Regulatory  Commission 

Occupational  Safety  &  Health  Admin. 

Office  of  Comptroller  of  the  Currency 

Office  of  Management  &  Budget 

Packers  &  Stockyards  Admin. 

Public  Health  Service 

Securities  &  Exchange  Commission 

Small  Business  Administration 

Social  Security  Administration 

Tennessee  Valley  Authority 

Unemployment  Insurance  Service 

U.S.  Civil  Service  Commission 

U.S.  Coast  Guard 

U.S.  Dept.  of  Agriculture 

U.S.  Dept.  of  Commerce 

O.S.  Dept.  of  Defense 

U.S.  Dept.  of  Health,  Ed.  &  Welfare 

U.S.  Dept.  of  Housing  &  Urban  Develop. 

U.S.  Dept.  of  the  Interior 

U.S.  Dept.  of  Justice 

U.S.  Dept.  of  Labor 

U.S.  Dept.  of  State 

U.S.  Dept.  of  Transportation 

U.S.  Dept.  of  the  Treasury 

U.S.  Fish  &  Wildlife  Ser. 

U.S.  Immigration  &  Naturalization  Ser. 

U.S.  Postal  Service 

U.S.  Supreme  Court 
&  other  Federal  Courts 

Urban  Mass  Transportation  Admin. 

Veterans  Administration 

State  Regulators* 

Auditor 

Civil  Rights  Commission 

Commerce  Commission 

Consen/ation  Commission 

Dept.  of  Agriculture 

Dept.  of  Banking 

Dept.  of  Environmental  Quality 

Dept.  of  Public  Instruction 

Dept.  of  Public  Safety 

Dept.  of  Social  Services 


Dept.  of  Soil  Conservation 

Dept.  of  Transportation 

Energy  Policy  Council 

Health  Department 

Industrial  Commission 

Insurance  Department 

Job  Services 

Labor  Commission 

Liquor  Control  Commission 

Natural  Resources  Council 

Office  of  the  Comptroller 

Office  for  Planning  &  Programming 

Secretary  of  State 

State  Courts 

State  Police 

State  Revenue  Department 

County  Regulators* 

County  Board  of  Ethics 

County  Clerk 

County  Courts 

County  Police 

County  Sealer  of  Weights  &  Measures 

Dept.  of  Environmental  Facilities 

Dept.  of  Health 

Dept.  of  Parks,  Recreation  &  Conserv. 

Dept.  of  Public  Works 

Dept.  of  Transportation 

Tax  Commission 

City  Regulators* 

Board  of  Astrology  Examiners 

Board  of  Ethics 

Board  of  Zoning  Adjustment 

Building  Code  Advisory  Board 

Courts 

Dept.  of  Community  &  Human  Develop. 

Dept.  of  Environment  &  Streets 

Dept.  of  Finance 

Dept.  of  Parks,  Libr.  &  Cultural  Affairs 

Dept.  of  Planning 

Dept.  of  Public  Safety 

Electrical  Examining  Board 

Heating  &  Ventilation  Code  Adv.  Bd. 

License  Fee  Review  Board 

Plumbing  Examining  Board 


*Data  taken  from  representative  areas:  state,  Iowa;  county,  Westchester,  N.Y.;  city,  Atlanta,  Ga. 
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WHAT  YOU  TAKE  AIN'T  WHAT  YOU   MAKE 


All  of  us  wlien  paid  feel  that  what  we  really 
make  is  what  we  take  home.  Deducting  taxes 
before  handing  over  a  paycheck  has  to  be  the 
most  successful  con  ever  perpetrated. 

And  don't  think  for  a  minute  that  the  federal 
tax  guys  don't  know  it.  In  fact,  it's  illegal  for 
any  employer  to  hand  an  employee  his  full  pay, 
even  if  he's  required  to  hand  the  deductions 
back  before  leaving  for  the  day. 

That  might  make  too  many  too  angrily  aware 
of  the  cost  of  government. 

Recently,  the  CEO  of  Bliss  &  Laughlin  In- 
dustries started  mailing  to  each  employee, 
along  with  his  W-2  form,  this  enclosure  (right). 

Awareness  that  what  one  is  paid  is  far  more 
than  what  one  takes  home  might  slow  down 
the  appeal  for  evermore  "free"  governmental 
services,  subsidies  and  handouts. 


Dear  Fellow  Employee: 

The  W-2  Form  which  you  have  just  received  gives  a  summary  of  your  Gross 
Income  and  total  deductions  for  1975.  Please  note  that  the  total  withhold- 
ings shown  is  only  part  of  the  taxes  related  to  your  paycheck.  In  addition,  you 
pay  sales  tax,  real  estate  taxes;  and  BLI  pays  federal  and  state  unemployment 
taxes,  and  matches  your  Social  Security  taxes.  May  I  also  suggest  that  you 
compare  to  Gross  Income  this  total  tax  load  which  was  paid  out  during  1975. 
You  can  easily  estimate  this  by  adding  up  the  following: 


TYPE  OF  TAX 

Total  Tax  Withheld 

BLI's  Tax  for  your 
Social  Security 

Sales  Tax 

Your  Real  Estate  Tax 
BLI's  Federal  &  State 
Unemployment  Tax 

TOTAL  TAX  PAID  OUT  $ 

If  you  divide  the  total  tax  paid  by  your  Gross  Income,  you  will  be  amazed 

at  the  percent: 

TOTAL  TAX   PAID  OUT  $ 


SOURCE  AMOUNT 

W-2  Form  $ 

Sam^  as  your  Soc.  Sec.  With- 
holding on  your  W-2  Form  $ 

Estimated  for  a  typical  employee  $200.00 

Your  own  records  $ 

Estimated  for  a  typical  employee  $150.00 


TOTAL  GROSS   INCOME 


X  100  = 


% 


You  may  wish  to  multiply  the  above  percent  by  12  months  to  determine 
number  of  months  you  work  as  your  contribution  to  the  cost  of  government: 

%  X  '/i  00  X  12  months  = months 

For  comparison  we  estimate  the  equivalent  tax  load  for  the  typical  BLI  em- 
ployee to  be  approximately  30%  of  his  Gross  Income.  This  means  that  he,  or 
she,  will  have  had  to  work  from  January  2nd  to  April  15th  to  pay  this  off. 


IS   OUR   FREE  PRESS   IN  DANGER? 


Even  as  the  Nixon  Administration  neared  its  nadir,  at- 
tacks by  the  President  and  his  topmost  lieutenants  against 
"the  press"— TV,  magazines,  newspapers— were  greeted  en- 
thusiastically by  a  solid  majority  of  Americans. 


Despite  our  presence  at  the  bottom  of  the  popularity 
totem  pole  (along,  I  might  add,  with  politicians  and 
businessmen),  it  doesn't  mean  we're  an  endangered  species. 
At  times  editors  and  reporters  and  TV  voices  are  irre- 


Almost  from  the  day  Spiro  Who  became  the  Vice  Presi-  sponsible,  so  why  should  we  object  when  others  get  on  oui" 

dential  candidate,  right  up  to  mere  hours  before  Agnew  backs  for  it?  Segments  of  the  press  can  and  will  doubtless 

resigned  disgraced,  his  alliterative  assaults  on  the  press  continue  to  be  as  venal,  mean  and  meretricious  as  their 

were  invariably  greeted  with  resounding  applause  by  near-  victims  sometimes  are.  Why  shouldn't  we  expect  to  be 

ly  everyone  but  those  of  us  in  the  business— and  even  coainterattacked? 

some  of  those.  But  the  availability  of  intertwined  nudes  on  newsstands. 
Does  the  fact  that  most  of  our  citizens  are  down  on  sensationalism  and  other  visible  abuses  by  the  Fourth  Es- 
journals  and  journalists  mean  press  freedom  is  endangered?  tate  are  a  relatively  small  price  to  pay  to  preserve  what 
That  because  of  ire  and  anger  our  free  press  is  apt  to  be  every  American,  giving  the  matter  even  a  moment's 
curbed?  thought,  would  agree  is  essential  to  keep  this  country- 
No.  or  any  country— free. 

Even  the  most  cursory  examination  of  our  200  years'  The  day  the  press  is  universally  popular,  it's  dead.  But 

history  as  a  nation,  and  of  the  decades  preceding  inde-  the  day  it  doesn't  deserve  to  be  abused  for  its  abuses 

pendence,  shows  that  the  press  has  never  been  popular,  won't,  and  shouldn't,  occur. 


that  presses  have  literally  been  broken  and  burned  time 
and  again— as  often  as  not  for  reasons  understandable  if 
philosophically  disputable.  The  public  gets  sick  and  tired— 
as  it  should— of  our  constant  screams  of  outrage  and  pious 
posturing  every  time  an  angry  judge  or  gored  politician 
or  wrongly  smeared  personage.  Cause  or  company  pro- 
tests his  abuse  by  media  or  proposes  to  limit  media's 
power  to  destroy  as  well  as  to  protect. 

A  press  pandering  to  mere  popularity  wouldn't  be  worth 
preserving  anyhow.  And  the  chances  of  it  ever  being 
loved  are  rather  remote. 

PUTTING  PEN  TO   PAPER 

lights  more  fires  than  matches  ever  will. 
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When  it  gets  down  to  fundamentals,  close  to  100  per- 
cent of  the  American  people  would  no  more  do  away 
with  a  free  press  than  they'd  do  away  with  tax  collectors 
and  garbagemen. 

We're  all  essential  to  making  tliis  nation  what  it  is.  And 
what  the  United  States  of  America  is,  is  pretty  good  de- 
spite all  our  faults  and  problems.  We're  mightily  blessed  by 
the  Almighty  despite  our  shortcomings  and  sins. 

Freedom  of  the  press  in  America  isn't  about  to  end, 
and  we  should  stop  boring  our  fellow  citizens  by  con- 
tinually crying  "Fire."  There  really  isn't  any. 

ALWAYS 

be  willing  to  pay  dear  for  what  you  hold  dear. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Responsibility  of  the  Press 

The  First  Amendment  is  not  a 
hunting  Ucense,  as  some  today  seem 
to  think.  It  is  a  privilege  and  a  right 
we  [pubhshers]  exercise  on  behalf  of 
the  public.  Watergate  came  about  be- 
cause the  Executive  sought  to  seize 
powers  from  Congress,  influence  the 
Judiciary  and  weaken  the  press.  Con- 
gress, the  Judiciary  and  the  press 
moved  to  restore  the  balance.  It  was 
not  the  press  alone,  nor  could  it 
have  been. 

It  follows  if  we  in  the  press  tiy  to 
use  the  First  Amendment  irrespon- 
sibly to  overstep  our  privileges  and 
powers  we  will  be  hauled  back  by 
the  other  three,  but  most  of  all  by 
the  public.  Controls  could  be  imposed 
which  could  damage  a  free  press 
permanently.  ,  .  . 

— Wes  Gallagher,  general  manager 
of  the  Associated  Press. 


*      *      * 


.  .  .  Judge  Harold  R.  Medina,  a  se- 
nior judge  of  the  United  States  Court 
of  Appeals  for  the  Second  Circuit, 
told  the  [American  Newspaper  Pub- 
lishers Association]  that  the  First 
Amendment  guarantees  of  freedom 
of  speech  and  freedom  of  the  press 
.  were  the  most  important  of  all  the 
freedoms  in  the  Bill  of  Rights.  He 
said  that  these  guarantees  were  even 
more  important  than  the  Sixth 
Amendment   guarantees   to  a   defen- 


dant of  a  free  and  impartial  trial. 
Judge  Medina,  who  was  presented 
with  an  award  by  the  Ohio  News- 
paper Association,  said  he  was  op- 
posed to  guidelines  for  the  press  be- 
cause "if  you  begin  making  conces- 
sions and  compromises,  that's  the  way 
you  go  down  the  chute.  The  courts 
get  hold  of  those  guidelines  and  the 
first  thing  you  know  is  that  instead  of 
being  a  voluntary  guideline,  it's  rolled 
out  like  a  piece  of  concrete,  as  hard 
as  a  rock." 

-The  New  York  Times. 

Playing  with  Fire 

The  Consumer  Product  Safety 
Commission  seems  to  have  forgotten 
that  the  basic  purpose  of  a  match  is 
to  burn.  Its  proposed  standards  for 
the  paper  matchbook  industry  would 
require  that  the  match  go  out  within 
15  seconds,  burning  no  more  than 
half  an  inch  on  the  stem.  This  mar- 
ginally flammable  product  would 
have  to  be  packed  in  a  cover  with  a 
childproof  closure  with  the  striking 
surface  on  the  back  of  the  book. 

A  15-second  match  is  no  good  for 
lighting  a  pipe,  changing  a  fuse,  or 
finding  the  car  keys  you  dropped  in 
the  dark  in  the  parking  lot.  It  is  a  de- 
graded product  that  will  add  one  more 
annoyance  to  the  frustrations  of  mod- 
ern living.  ...  It  should  not  be  nec- 
essary to  point  out  that  if  children 
are  allowed  to   get   hold  of  matches 


they  will  still  get  burned.  .  .  . 
The  Safety  Commission's  job  is  to 
do  what  it  can  to  reduce  risks  at  ac- 
ceptable costs.  It  should  get  over  the 
idea  that  it  can  turn  the  complex 
modern  world  into  one  great  padded 
cell  where  even  an  idiot  can  do  him- 
self no  harm. 

—Business  Week  editorial. 

Too  Bad  He  Didn't 

In  his  time.  Labor  Cabinet  Minis- 
ter Jimmy  Thomas  was  a  great  friend 
of  King  George  V,  who  liked  Jimmy's 
down-to-earth  ways,  even  if  he  did 
address  him  as  "King"  all  the  time. 
Still,  the  King  knew  he  would  al- 
ways get  the  truth  from  Thomas,  and, 
at  a  Buckingham  Palace  reception  at 
the  height  of  an  economic  crisis,  he 
took  his  Minister  to  one  side.  "Tell 
me,  Jimmy,"  he  commanded,  "are 
things  really  as  bad  as  they  say?" 
Thomas  thought  for  a  moment,  then 
replied:  "Well,  King,  let  me  put  it 
this  way.  If  I  were  you  I'd  put  the 
Empire  in  your  wife's  name!" 

—London  Daily  Express. 

Liberated  Bob  Hope 

Freddy  Prinz:  "Here  in  Montreal, 
Bob,  most  people  are  bilingual." 

Bob  Hope:  "I  don't  care  what 
people  do  in  the  privacy  of  their 
bedrooms." 

—from  the  Montreal  Bob  Hope 
Texaco  TV  special. 


DOUGLAS   MACARTHUR'S   GHOSTWRITER 


As  President,  Dwight  Eisenhow- 
er gained  an  embarrassing  repu- 
tation for  garbling  his  syntax. 
When  answering  questions  at  a 
press  conference  or  giving  off^-the- 
cuff  remarks,  Ike  often  got  lost  in  a 
morass  of  mixed  metaphors  and 
run-on  sentences.  That  reputation 
for  clumsy,  plodding,  confusing 
prose  still  lives  today. 

(A  wag  once  had  Ike  beginning 
the  Gettysburg  Address  this  way: 
"I  haven't  checked  the  figures,  but 
87  years  ago  I  think  it  was,  a  num- 
ber of  individuals  organized  a  gov- 
ernmental setup  here  in  this  coun- 
try, I  believe  it  covered  certain 
eastern  areas,  with  the  idea  they 
were  following  up.  .  .  .") 

So  it  was  a  considerable  sur- 
prise for  us  at  Forbes  to  leam  from 
the  foremost  wordsmith  of  the  Ei- 
senhower Administration,  Emmet 
John  Hughes   {see  Side  Lines,  p. 


by  M.S.  Forbes  Jr. 

4),  that  Ike  had  once  been  a 
speechwriter  for  none  other  than 
Douglas  MacArthur,  a  man  whose 
written  and  spoken  words  made 
him  a  hero  to  millions. 

Ike  served  as  MacArthur's  chief 
personal  military  assistant  from 
1932-39;  in  addition  to  speeches, 
he  drafted  many  of  his  boss'  let- 
ters, orders,  statements,  reports. 

Fascinated,  I  recently  asked 
noted  historian  and  preeminent 
MacArthur  biographer,  D.  Clayton 
James  of  Mississippi  State,  about 
Eisenhower's  stint  as  MacArthur's 
ghostwriter.  "Oh,  it's  true  enou^," 
said  Prof.  James.  "Ike  wrote  much 
of  MacArthur's  material  during  that 
period.  But  the  purple  prose  was 
always  MacArthur's.  After  exten- 
sive study  of  the  papers,  I  can  tell 
what  was  his  and  what  was  Ike's. 

"That's  not  to  put  down  Eisen- 
hower's abilities,"  James  hastened 


to  add.  "He  could  take  complex 
material  and  present  it  with  clari- 
ty, conciseness  and  coherence."  By 
any  standard,  Ike's  writing  "was 
first  rate,  straightforward. 

"When  I  interviewed  him  [for 
MacArthur's  biography],  it  was 
clear  that  Ike  considered  himself  a 
writer  and  that  he  took  great  pride 
in  it,"  said  James.  "In  later  years 
Ike  tended  to  exaggerate  a  bit 
his  role  as  MacArthur's  speech- 
writer"— an  understandable  reac- 
tion to  the  image  he  had  gained 
as  a  man  who,  if  left  to  his  own 
devices,  would  mangle  the  English 
language. 

But  Ike  may  have  had  the  last 
laugh  anyway.  Says  Hughes,  "The 
Washington  press  corps  spent  eight 
years  taunting  Eisenhower  for  his 
press-conference  syntax,  which  was 
in  fact  a  near-flawless  exercise  in 
parrying  the  press." 
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THE  EMERf ARMir. 


It  takes  a  lot  more  than  planes  to 
fly  a  million  pounds  of  freight  a  day. 

It  takes  people. 

An  army  of  them. 

That's  why  Emery  Air  Freight 
has  m.ore  than  3000  people  under 
its  wing. 

But  Emery  doesn't  just  have 
more  people  than  any  other  air 


I  f •  i 
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freight  company,  we  also  have  more 
for  them  to  do.  For  there  are  more 
offices  to  staff,  more  phones  to 
answer,  more  trucks  to  drive  and 
more  pedals  to  push. 

And  to  help  our  army  majke     "^ 
sure  everything  stays  in  step  and  no 
packages  go  AWOL,  there's  the 
largest  computer  tracking  system  in 


tk^ 


the  air  freight  industry. 

Like  radar,  it  can  tell  us  exactly 
where  in  our  system  a  package  is, 
where  it  was  and  where  it  will  be. 
Just  seconds  after  you  ask. 

If  Emery  is  in  the  air  more  than 
any  other  air  freight  company,  maybe 
it's  because  of  what  we  have  on  the 
ground. 
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THE  EMERQTAIR  fORCE« 


Of  course,  it  takes  more  than  an 
army  to  fly  a  million  pounds  of 
freight  a  day. 

It  takes  an  air  force.  An  air  force 
with  more  planes  at  its  disposal  than 
Russia  or  even  America.  An  air  force 
that  flies  more  often  and  to  more 
places  than  any  airline. 

The  Emery  Air  Force. 


At  Emery,  instead  of  having  a 
fleet  of  planes  at  our  disposal,  we  have 
a  fleet  of  airlines.  Because  we  reserve 
space  on  key  flights  of  practically 
every  airline  carrying  freight.  And 
we're  on  hundreds  of  off-line, 
commuter  and  charter  planes  as  weO. 

In  fact,  we  fly  more  than  1300 
missions  a  day  in  the  United  States 


and  a  lot  more  abroad. 

So,  the  next  time  you  have  a 
package  that  has  to  be  somewher 
fast,  instead  of  calling  just  an  air 
freight  company,  call  in  the  army 
and  the  air  force. 

EMERf  AIR  FREMHT 

The  shortest  distance  between  two  points. 


If  your  company s  big  computer 

is  so  incredib^  fast, 

why  does  it  take  so  long  to  get 
the  report  you  need? 


f 


The  trouble  with  your  company  s  computer  is  that  it  has  a  lot  of  people  to  tcike 
care  of. 

So  you  ccin't  drop  by  and  pick  up  a  report  just  because  you  happen  to  need  it.  . 

You  have  to  wait  your  turn.  f 

Even  if  it  means  your  report  won  t  arrive  until  after  you Ve  had  to  make  a  decision. 

Which  is  why  you  should  get  a  computer  of  your  own.  A  computer  you  cein 
dedicate  to  your  jobs  and  your  jobs  only.  A  computer  that  can  communicate  with  all 
your  big  computer's  resources  and  data. 

A  Data  General  ECLIPSE  C/300. 

The  C/300  costs  less  than  any  big  computer.  And  a  lot  less  than  any  number  of 
wrong  decisions. 

And  the  C/300  has  a  highly  flexible  way  to  store  and  access  data:  A  compre- 
hensive data  management  system  called  INFOS. 

Plus  an  incredibly  easy-to-use  COBOL  that  s  compatible  with  your  computer.  {   i 

Because  it  s  up  to  big  computer  COBOL  standcirds. 

Other  C/300  software  is  just  as  compatible.  So  you  can  use  the  same  RPG II, 
FORTRAN  cind  communications  pro- 
tocols on  both  computers.  And  you  can 
pass  data  tapes  between  the  two  of  them 
anytime  you  want.  Without  your  data 
processing  people  having  to  learn  new 
languages  and  procedures. 

And  because  the  C/300  uses  our 
Real-time  Disc  Operating  System,  it  gives 
you  up-to-date  information  anytime  you 
want  it,  ciny  way  you  want  it. 

Write  for  more  information. 

It'll  probably  arrive  before  your  next  computer  report. 


Clip  your  business  card  here 

and  send  to  Data  General 

Department  H  1 , 

Southboro.  Mass. 

01772. 

It's  a  lot  faster  than  fillin 

g  out  a  coupon. 

DcdaGeneral 


Data  General.  Route  9,  Southboro,  Mass.  01772  (617)  485-9100.  Data  General  (Canada)  Ltd..  Ontario. 
Data  General  Europe.  15  Rue  Le  Sueur,  Paris  751  K,   France.  Data  General  Australia.  Melbourne  (03)  82-1  361/Sydncy  (02)  908-1366. 

INFOS  i>  a  Irad^mark  of  Data  (.. ,  .  ,,J  Corporalii.n      ECLIPSE  i«  a  iei|i.lr,ed  Iradcm.rk  ol  Data  Central  Coipotalion. 
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Good-bye, 
Love  Beads. 
Hello, 
Watch  Chain 


The  suit  is  back. 

So  is  the  vest.  Can  the 

Chesterfield  be  far  behind? 


Whatever  else  it  may  be  remem- 
bered for,  the  late  recession  brought 
back  the  business  suit.  Not  only  the 
suit,  but  the  vest.  U.S.  suit  sales  are 
off  to  one  of  their  best  years  of  this 
decade,  and  up  to  90%  of  them,  de- 
pending on  the  line,  are  being  sold 
with  vests. 

"A  whole  generation,"  says  fashion 
designer  John  Weitz,  "is  trying  to  look 
businesslike,  with  a  capital  B." 

Time  was  when  the  suit— with  or 
without  vest— was  a  man's  invariable 
badge  of  respectability;  it  proclaimed 
he  was  middle  class.  He  often  went 
to  school  in  a  suit,  dated  in  a  suit, 
went  to  work  in  a  suit  and  was  buried 
in  one.  Things  changed  after  World 
War  II  with  the  growth  of  the  sub- 
urbs and  the  youth  cult.  U.S.  suit  pro- 
duction peaked  a  long  time  ago— in 
1947  when  a  whole  generation  of 
males  packed  their  military  unifornr^ 
in  mothballs  and  eagerly  donned  their 
civilian  uniforms.  There  were  25  mil- 
lion men's  suits  produced  in  the  U.S. 
that  year;  almost  a  quarter  of  a  cen- 
tury later  the  number  was  down  to 
16  million.  Imports  made  up  some  of 
the  difference,  but  not  all  of  it;  dur- 
ing the  same  period,  U.S.  production 


of  sport  coats  was  on  an  uptrend. 
But  in  the  first  quarter  of  1976, 
U.S.  suit  production  jumped  to  4.4 
million  units  from  only  3.4  million  in 
the  same  quarter  of  1975.  Says  Mar- 
tin W.  Gold,  president  of  retail  ap- 
parel for  men  at  Genesco:  "The 
young  men  are  buying  Lanvin,  Pierre 
Cardin  and  Yves  St.  Laurent  suits. 
Our  increases  in  unit  sales  indicate 
it's  not  just  the  man  who  didn't  buy 
a  suit  for  two  years  who  is  coming 
into  the  store.  It's  also  the  guy  who 


never  bought  a  suit  in  his  life." 

Why?  To  understand,  you  have  to 
understand  clothes  as  a  social  state- 
ment. The  $93-billion  apparel  and  de- 
partment store  trade  has  to  under- 
stand for  the  best  of  reasons:  the  bot- 
tom line.  Here  are  its  theories. 

Thirty  years  ago,  Victor  Aloysius 
Meyers,  then  lieutenant  governor  of 
California,  explained  why  he  never 
wore  a  vest:  "So  that  I  can't  be  ac- 
cused of  standing  for  the  vested  in- 
terests." After  that,  only  bankers. 
Wall  Street  lawyers  and  Brooks 
Brothers  die-hards  wore  vests. 

What  followed  may  have  been  more 
comfortable  but  it  was  downright  re- 
pulsive: middle-aged  men  in  flared 
pants,  tight-fitting  shirts  straining  over 
sausage-like  middles,  long  hair  flow- 
ing over  open-necked  collars  and 
danghng  medallions  (over  graying, 
hairy  chests)  stamped  with  the  pro- 
file of  Alexander  the  Great. 


New  cases  of  the  more  things  change  ...  At  right  are 
the  "new"  men's  apparel  styles;  at  left  are  the  "old" 
styles  that  inspired  them.  Top  hats  may  be  next. 
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O.K.  Playtime  is  over.  The  other 
day  a  store  president  told  Weitz 
he  was  half  tempted  to  run  a  full- 
page  ad:  "If  you've  lost  your  job, 
you'll  need  a  new  suit  to  look  for 
another  one."  The  younger  fellows 
in  the  job  market,  meanwhile,  are 
trying  to  look  older.  Ask  a  young 
man  why  he  wears  a  vest  and  he'll 
tell  you  it  makes  him  look  more 
serious.  Gentlemen's  Quarterly 
fashion  director  k.m.  fleck  (who 
likes  to  spell  his  name  with  small 
letters)   probes  a  bit  deeper: 

"Lots  of  students  were  taking 
basket-weaving  and  thinking  they 
could  turn  down  jobs  if  the  cor- 
porations didn't  meet  their  social- 
consciousness  criteria.  Then  all  of 
a  sudden,  they  came  out  of  school 
and  the  economy  was  diflRcult. 
Middle  management,  the  over-35s, 
the  people  in  control  of  the  dollars, 
are  looking  for  people  they  can  relate 
to.  The  young  guy  can't  go  looking 
for  a  job  in  jeans  and  a  Levi  jacket 
and  relate  to  the  guy  sitting  across 
the  desk  from  him." 

The  popularity  of  the  vested  suit 
seems  across  the  board.  Cincinnati- 
based  Palm  Beach  Co.,  whose  vested 
suits  now  retail  between  $135  and 
$170,  says  70%  of  all  its  suits  for  fall 
will  include  a  vest.  At  the  top  of  the 
line,  says  Genesco's  Martin  Gold,  "the 
higher  the  fashion,  the  greater  the 
percentage  of  vested  clothing." 

To  some,  vests  are  a  profit-margin 
problem.  Hart  Schaffner  &  Marx  suit 
orders  for  fall  are  up  25%  even  in 
$335  and  higher  Hickey-Freemans,  the 
top  of  the  line,  but  President  Jerome 
S.  Gore  says  he  wouldn't  be  disap- 

Vests  In,  Jeans  Out? 

Now  that  dressy  is  back,  what's  go- 
ing to  happen  to  the  virtual  uniform 
of  a  generation,  the  denim  jean?  De- 
pends on  whom  you  talk  to. 

"Where's  the  sizzle  in  jeans  now?" 
asks  Men's  Wear  magazine.  "Cus- 
tomers are  simply  bored  with  those 
'tricked  up  Hong  Kong  blues.' "  In- 
stead, the  young  man  is  opting  for 
Euro-cut  gabardines  and  flannel  dress 
slacks. 

"I  violently  disagree.  We're  taking 
a  stronger  position  than  ever  in  den- 
im," says  Bill  Green,  designer  for 
Brittania  Sportswear.  "Attend  a  rock 
concert  or  a  basketball  game,  all  you 
see  are  jeans.  What  are  people  going 
to  wear  instead?  Cute  little  velvet 
pants?  Cute  little  gabardine  slacks?" 
Brittania,  with  $100  million  in  sales, 
is  a  relative  giant  among  the  virtual- 
ly hundreds  of  small  companies  that 
sprang  up  in  the  past  few  years  and 
took  the  basic  jean  at  least  five  steps 


Radical  looks  for  a  job:  Tom  Hayden, 
founder  of  Students  for  a  Democratic  So- 
ciety, donned  a  vest  to  campaign  for  the 
Senate.  But  it  didn't  help.  He  lost  to  incum- 
bent   Sen.    John    Tunney     (Dem.,    Calif.). 

pointed  if  the  vest  boom  recedes: 
"The  problem  is  not  the  material,  but 
labor.  As  much  labor  goes  into  a  vest 
as  a  pair  of  pants.  It's  all  those  button- 
holes and  pockets." 

The  combination  of  the  renaissance 
in  suits  and  the  perennial  popularity 
of  jeans  has  contributed  to  a  fashion 
anomaly:  The  recovery  in  men's  ap- 
parel has  been  stronger  and  faster 
than  in  women's.  The  usual  pattern  is 
that  the  heads  of  families  buy  clothes 
for  their  family  first  and  for  them- 
selves last  as  soon  as  times  get  better. 

Not  this  time.  From  a  spending 
point  of  view,  men's  liberation  may  be 
at  hand.  According  to  Kurt  Salmon 
Associates,  which  specializes  in  ana- 
lyzing the  clothing  industry,  the  wom- 
en's apparel  industry  has  turned  in 
two    bad    years    back-to-back,    while 


men's  and  boys'  wear  is  recover- 
ing well.  For  35  publicly  held 
men's  apparel  companies  in  a 
recent  Salmon  study,  sales  rose 
4%  between  1974  and  1975,  while 
profits  jumped  96%.  (Profits  were 
way  down  in  1974,  because  fright- 
ened manufacturers  were  dumping 
inventories. ) 

Interestingly,    Levi    Strauss'    $1 

billion  in  sales  accounted  for  29.5% 

of   the   total   men's    sales    and   its 

$65  million  in  profit  was  60%  of  the 

total   profit   in    1975.    So,   without 

Levi   Strauss    the    industry's    profit 

jump    was    even    more    dramatic— 

114%  between  1974  and  1975.  And 

of    course    the     industry    without 

Levi  Strauss  means  the  industry  in 

which     suits     loom     even     larger. 

While  the  three-piece  suit  may 

be    good    for    business,    don't    ask 

John  Weitz  to  like  it.  He  considers  it 

a  purposeless  archaism  retrieved  from 

fashion's    dustbin    by    the    American 

proclivity  to  overreact.  It's  amusing  to 

see  the  same  young  men  who  recently 

claimed    they    dressed    for    comfort 

sweltering  in  vested  summer  suits. 

Says  designer  Weitz:  "When  there 
was  a  Nehru  suit,  thousands  of  people 
wanted  to  look  like  Burmese  priests. 
And  when  there  was  a  leisure  suit, 
nice,  fat  accountants  wanted  to  look 
like  cowboys.  Now  they  are  adopt- 
ing some  of  the  asininities  we  dropped 
years  ago,  like  vests. 

"The  next  thing  you  know,  they'll 
start  wearing  Chesterfields." 

Why  not?  What's  wrong  with  a  lit- 
tle formality  after  a  generation  where 
everyone  was  doing  his  or  her  own 
sloppy  thing?  ■ 
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farther  out.  Jeans  were  patched, 
braided,  double  zippered,  stitched  and 
faded,  usually  with  cheap  foreign  la- 
bor. Imported  jeans  cost  as  high  as 
$35.  Even  the  big  three— Levi,  Blue 
Bell  and  H.D.  Lee— went  into  the 
fashionable  faded  jean  devised  acci- 
dentally a  generation  ago. 

It's  the  fancy  jean,  not  the  plain 
one,  that  may  be  in  trouble.  Says 
Martin  Gold  of  Genesco:  "We  don't 
think  there's  a  big  growth  market  in 
the  jean  area  anymore.  What  we  do 
find  is  that  the  cleaner  the  look,  the 
better  the  sell." 

That  doesn't  mean  that  the  l)asir 
jean  is  dead,  argues  k.m.  fleck,  fash- 
ion director  for  Gentlemen's  Quarter- 
ly. "The  only  jean  that  really  matters," 
he  says,  "is  the  one  that  you  can 
contiinially  put  on.  It's  basically  a 
work-type  garment.  The  denim  n)ar- 
ket  as  a  whole  has  been  saturated 
and  abused." 
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^^Genius'*  In  Trouble 

Moves  that  Erol  Beker  made  to  coin  money  during 
the  fertilizer  boom  are  haunting  him  in  the  current  bust. 

"I  ALWAYS  SAID  there  is  a  very  thin 
hne  between  being  called  a  genius  and 
a  bum,"  says  58-year-old  Erol  Beker, 
the  Turkish-bom  chief  executive  of- 
ficer of  Beker  Industries. 

Only  14  months  ago  Beker  looked 
like  a  corporate  Einstein.  His  Green- 
wich, Conn. -headquartered  manufac- 
turer of  phosphate  fertiUzers  had 
earned  $45  million  on  sales  of  $157 
million,  a  phenomenal  79%  return  on 
stockholders'  equity  of  the  previous 
year.  Beker  Industries  stock,  issued  at 
$10  a  share  in  1973,  was  selling  in 
the  high  20s— making  Erol  Beker,  with 
32%  of  the  company's  11  million 
shares,  a  very  rich  man. 

That,  of  course,  was  when  fertiliz- 
er was  hard  to  buy.  Farmers,  dealers, 
even  whole  countries  scrambled  to 
lock  up  the  precious  stuff.  Diammo- 
nium  phosphate,  Beker's  chief  prod- 
uct, soared  from  around  $50  a  ton  in 
1969  to  nearly  $400  in  1974. 

Then  a  funny  thing  happened. 
Farmers  decided  they  didn't  want  to 
plow  more  into  their  crops  than  they 
could  get  out,  so  they  cut  back  fer- 
tilizer consumption  in  1975.  The  in- 
dustry, meanwhile,  had  put  on  lots 
of  new  capacity— and  it  watched  in 
horror  as  prices  crashed  for  the  sec- 
ond time  in  a  decade. 

Beker's  highly  leveraged  company 
is  one  of  the  hardest  hit.  It  lost  $4.7 
million  (pretax)  in  the  first  quarter  of 
this  year;  to  make  matters  worse, 
Beker  is  badly  short  of  cash,  with 
inventories  three  times  1974  levels  and 
plenty  of  long-  and  short-term  debt 
coming  due.  "We  are  negotiating  right 
now  to  put  some  of  our  debt  on  a 
longer  term  basis,"  Beker  admits.  Ex- 
cept for  his  unhappy  stockholders 
(the  stock  has  plunged  40%  in  a  ris- 
ing market),  few  people  are  shedding 
tears  for  Beker.  A  good  many  people 
feel  he  is  getting  precisely  what  he 
deserves.  Among  other  things,  Beker 
has  befen  accused  of  gouging  his  cus- 
tomers' during  the  great  shortage. 

Those  who  counseled  him  to  go 
easier  on  customers,  and  to  hedge 
some  of  his  chancier  bets,  got  no 
quarter  from  Beker.  "He  brooks  no  op- 
position," says  one  industry  associate 
who  claims  to  be  a  good  friend.  "He 
yells  and  screams  a  lot,  and  he'll  call 
you  an  'idiot  in  front  of  65  people. 
He's  the  smartest  man  in  the  industry. 
But  then  he  started  to  believe  it." 

In  the  mid-Sixties  Beker  made  a 
beautifully  timed  exit  from  fertilizers, 
selling    his    privately    held    National 


Beker  of  Beker  Industries 

Phosphate  Corp.  to  Hooker  Chemical 
near  the  top  of  the  market.  While 
Beker  sat  on  the  sidelines,  prices 
crashed.  Hooker  was  itself  merged  in- 
to Occidental  Petroleum,  but  the  Fed- 
eral Trade  Commission  filed  an  anti- 
trust suit  and  Occidental  was  ordered 
to  get  rid  of  Hooker's  fertilizer  op- 
erations. Reenter  Beker.  In  another 
perfectly  timed  move,  he  arranged  a 
buyout  of  the  Hooker  fertilizer  busi- 
ness—his own  former  plants— from  Oc- 
cidental in  1971,  just  as  the  Seven- 
ties' boom  was  getting  under  way.  It 
was  a  fantastically  leveraged  deal, 
with  a  total  price  of  $19  million,  only 
$8.7  million  of  which  was  equity. 
Beker's  personal  cash  investment  was 
a  mere  $900,000,  the  rest  of  the  equi- 
ty coming  mainly  from  Engelhard 
Minerals  &  Chemicals  and  Texasgulf. 
( A  public  offering  came  in  1973. ) 

From  then  right  on  up  to  the  1974- 
75  season,  Erol  Beker's  road  was 
paved  with  gold.  But  anxious  to  make 
a  quick  killing,  he  took  a  couple  of 
wrong  turns.  They  enhanced  his  prof- 
its during  the  heady  days  of  the  short- 
age, but  are  plaguing  him  in  today's 
dismal  market. 

Take  his  marketing  strategy.  Bek- 
er capitalized  heavily  on  the  frantic 
success  of  the  export  market,  deriving 
up  to  68%  of  revenues  from  sales  over- 
seas in  1974.  He  deliberately  chose  to 
avoid  the  costly  effort  of  establishing 


an  extensive  marketing  and  distribu- 
tion system  in  the  U.S.  "For  every 
dollar  you  put  in  plant,  you've  got 
to  put  in  $2.50  downstream  to  get 
it  to  the  guy,"  explains  R.R.  (Bar- 
ney) Baxter,  president  of  CF  Indus- 
tries, a  Midwest  farmers'  cooperative. 
Beker  wanted  no  part  of  that  kind  of 
patient  investment.  With  people 
knocking  down  his  door  to  buy  diam- 
monium  phosphate  at  $350  a  ton,  who 
needed  distribution? 

Ah,  but  distribution  comes  in 
mighty  handy  when  it"s  a  buyer's  mar- 
ket, when  foreign  orders  dry  up  and 
you're  short  of  cash  and  have  to  get 
fertilizer  to  farmers  who  suddenly 
want  it  tomorrow.  Shyamal  Ghosh, 
chemicals  analyst  at  Faulkner,  Daw- 
kins  &  Sullivan,  figures  that  Beker's 
distribution  is  so  limited  that  a  mere 
20  customers— mostly  big  wholesale 
distributors— accounted  for  71%  of  the 
company's  1975  sales.  "These  distribu- 
tors drive  a  hard  bargain  in  periods  of 
oversupply,"  Ghosh  says. 

A  Deal  Is  Not  A  Deal 

One  of  Beker's  most  controversial 
moves  was  to  play  it  rough  in  the 
game  of  renegotiating  long-term  con- 
tracts during  the  shortages  of  1973- 
74.  Renegotiation  was  a  common  prac- 
tice when  prices  were  skyrocketing 
$50  a  ton  overnight,  but  Beker,  ac- 
cording to  his  critics,  really  put  the 
screws  on.  One  former  high-ranking 
sales  executive,  who  tells  of  being 
made  to  renegotiate  a  contract  five 
times,  says  bitterly:  "I'll  sell  just  about 
anything  I've  got,  except  my  dignity." 
An  exporter  ruefully  agrees  with  the 
salesman,  calling  Beker's  behavior  "to- 
tally amoral.  Not  immoral;  amoral." 

Beker  vehemently  denies  that  any 
sales  executives  quit  the  company, 
claiming  that  only  three  men  left,  and 
they  were  fired.  Forbes,  however, 
has  been  able  to  locate  at  least  four 
top-level  salesmen  who  say  they  vol- 
untarily resigned,  mainly  because  of 
the  pressures  to  squeeze  the  last  dollar 
out  of  customers. 

Now  that  the  fertilizer  market  has 
come  full  circle,  "We  have  to  fight 
for  our  sales,  fight  for  our  cash,"  says 
Beker.  He  adds  with  a  smile,  "These 
are  what  I  call  normal  times."  To 
survive,  he  has  cut  costs,  stretched 
out  capital  expenditures,  and— al- 
though he  publicly  denies  it— under- 
cut competitors'  prices  to  get  his  in- 
ventories off  the  shelf.  Early  last 
month,  he  announced  his  intention  to 
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withdraw  from  the  Phosphate  Chem- 
icals Export  Association,  the  phos- 
phate fertihzer  export  cartel  legalized 
under  the  Webb-Pomerene  Act 
(Forbes,  Mar.  J),  because  he  was 
unable  to  derive  sufficient  revenues 
from  the  group's  cartelized  price 
structure.  As  for  the  domestic  mar- 
ket, one  producer  says  angrily:  "If 
you  meet  his  price,  he'll  drop  another 
$10  a  ton  because  he's  got  to  get  rid 
of  the  product.  I'm  not  interested  in 
joining  Mr.  Beker's  kamikaze  squad." 

How  long  can  Beker  sell  fertilizer 
at  a  loss  to  sustain  cash  flow?  The 
company's  debt  load  is  burdensome, 
with  $105  million  in  long-term  debt 
vs.  $115  million  in  stockholders'  equi- 
ty. And  the  picture  for  phosphate 
fertilizers,  according  to  fertilizer  econ- 
omists both  in  government  and  in- 
dustry, is  not  rosy.  Although  supply 
has  been  cut  back  sharply  at  most 
companies,  prices  are  not  expected 
to  rise  much  in  the  next  12  months. 

"I  respect  the  economists,"  retorts 
Beker.  "But  I  also  respected  them 
18  months  ago,  when  they  said  we 
were  going  to  have  a  shortage  for 
the  next  decade  and  maybe  the  rest 
of  the  century."  He  argues  that  sup- 
ply has  been  cut  back  and  capital 
expenditures  extended  far  more  than 
the  economists  realize:  "I  believe  a 
certain  balance  will  be  reestablished 
faster  than  we  think." 

Overoptlmism? 

Maybe  so,  but  the  economists  were 
not  the  only  overexuberant  ones  dur- 
ing the  shortage.  Beker  himself  pre- 
dicted at  his  1975  annual  meeting 
that  his  fabulous  1974  earnings  would 
double  in  1975.  They  came  in,  how- 
ever, at  $43  million,  or  4%  less  than 
1974's;  Beker  had  to  revise  his  es- 
timate downward  three  times  in  1975. 
Moreover,  that  initial  high  projection 
on  May  2  was  followed  by  insider 
sales  of  Beker  stock  in  May  and  June; 
only  on  July  15  did  the  company 
lower  its  sights.  No  one  has  accused 
the  company  of  wrong-doing,  but  the 
incident  damaged  Beker's  credibility 
on  Wall  Street. 

Beker  believes  things  tcu)  be 
patched  up  with  the  financial  com- 
munity without  undue  effort.  "Frank- 
ly, Wall  Street  is  a  question  mainly 
of  performance,"  he  says.  "I  believe 
that  everybody  will  love  us  again, 
once  things  turn  around.  I  cannot 
give  you  bread  and  water  for  you 
to  be  happy  with  me.  When  I  start 
giving  you  a  little  steak,  you'll  like 
me  again." 

That,  of  course,  is  vintage  Beker: 
cynical,  resilient  in  adversity  and 
cocky  as  they  come.  But  this  time 
Erol  Beker  may  have  pushed  his  luck 
a  bit  too  far.  ■ 
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Texas  Turns  To  Coal 


Texas  Utilities  has  advantages  some  other  utility  companies 
don't.  One  of  those  advantages  is  spelled  f-o-r-e-s-i-g-h-t. 


What  does  Texas  Utilities  have  that 
other  Texas  utilities  don't  have?  The 
answer  at  the  moment  is  lignite,  coal's 
lower  BTU  cousin.  Most  Texas  power 
companies  are  96%  to  98%  dependent 
on  natural  gas  and  are  only  starting"^ 
to  look  for  alternate  fuels.  But  Texas 
itself  is  rurming  out  of  natural  gas. 

Texas  Utilities,  according  to  its  ir- 
repressible chairman,  Louis  Austin, 
57,  has  been  into  coal  for  a  long  time. 
"We  were  burning  it  back  in  the  Thir- 
ties," he  says.  "We  bought  our  first 
lignite  deposits  in  1949— about  the 
same  time  Lone  Star  (now  a  subsid- 
iary of  Enserch)  was  offering  us  natu- 
ral gas,  a  waste  product,  for  3.5  cents 
a  thousand  cubic  feet." 

Austin  is  a  mining  engineer  himself 
(University  of  Alabama,  1942),  who 
joined  a  Texas  Utilities  subsidiary  in 
1953  to  run  its  coal  operation. 

TU  burned  the  natural  gas,  as  both 
cleaner  and  cheaper  than  coal.  But  it 
was  real  foresight  that  TU  never  gave 
up  on  coal.  The  company  already  had 
645  million  tons  of  proven  lignite  re- 
serves in  Texas.  In  May  it  almost 
doubled  this  reserve  with  the  pur- 
chase of  a  550-million-ton  deposit  in 
New  Mexico  from  Santa  Fe  Indus- 
tries. The  price:  $1.5  billion. 

Vanishing  Resource 

Lignite  is  low-quality  coal,  but  TU's 
is  also  low  in  sulfur  content.  Except 
for  its  Monticello,  Tex.  generating 
plant,  where  the  Environmental  Pro- 
tection Agency  is  trying  to  make  TU 
install  scrubbers,  the  company's  coal- 
burning  plants  comply  with  antipollu- 
tion regulations,  or  soon  will. 

The  Texas  Railroad  Commission, 
which  oversees  such  things,  has  or- 
dered all  Texas  utilities  to  phase  out 
the  use  of  natural  gas  in  order  to  pre- 
serve that  superclean  fuel  for  home- 
heating.  Austin  sees  the  utilities  as 
having  no  choice  even  without  the 
order.  He  cites  his  company's  own  ex- 
perience drilling  in  a  shallow  basin 
west  of  Fort  Worth.  "We  drilled  27 
holes  and  came  up  with  21  dry  ones. 

"If  you  divide  the  proven  reserves 
in  that  field  by  the  cost  of  drilling 
alone— the  cost  of  gas  is  $3  per  thou- 
sand cubic  feet.  That's  not  our  aver- 
age cost  of  gas,  but  it's  an  indica- 
tion of  what  new  gas  costs." 

The  price  TU  has  to  pay  for  the 
gas  it  buys  on  the  open  market  has 
risen  from  30  cents  per  mcf  in  1972 
to  ^1.50  to  $1.70  last  year. 

So  Texas  Utilities  ir.  busy  convert- 


ing its  system  to  coal  and  nuclear 
generation.  Other  Texas  utilities  are 
beginning  to  do  the  same  thing.  TU 
is  so  far  out  in  front,  however,  that 
other  companies  are  trying  to  catch 
a  coattail.  West  Texas  Utilities  has 
petitioned  the  Nuclear  Regulatory 
Commission  to  let  it  have  part  of 
TU's  new  nuclear  plant;  West  Texas' 
parent.  Central  &  South  West,  is  try- 
ing to  connect  its  out-of-state  systems 
with  TU's  system.  TU,  naturally,  is 
fighting  these  efforts. 

But  coal,  not  nuclear,  is  TU's  big 
hope.  Last  year  TU  generated  25% 
of  its  power  from  lignite.  Five  years 
ago  that  figure  was  0%;  by  1983  it 
is  expected  to  be  57%.  At  Big  Brown 
in  Fairfield,  Tex.  the  company  pro- 
duced lignite  for  25  cents  to  30  cents 
per  million  BTU  (equivalent  to  1,000 
cubic  feet  of  gas).  "The  plant  cost 
$135  million  to  build,"  says  Austin. 
"But  it  has  already  saved  our  cus- 
tomers over  $300  million  on  fuel." 

The  company  has  another  coal  op- 
eration in  Monticello  and  over  4  mil- 
lion more  kilowatts  of  capacity  sched- 
uled to  come  on  stream  between  now 
and  1980.  Its  2.3-million-kilowatt  nu- 
clear plant,  Comanche  Peak,  will  be 
the  first  in  Texas  when  it  begins  op- 
erating in  1980. 

Coal  and  nuclear  plants  take  more 
capital  to  build  than  do  gas-  and  oil- 
fired  plants-$200  per  kilowatt  of 
capacity,  as  compared  with  $75  to 
$100.    "Our   constniction    budget    for 
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this  year  and  the  next  two  is  $2  bil- 
lion. Over  the  past  60  years  we've 
only  spent  $3.7  billion." 

A  profitable  power  company  is  a 
good  thing  for  consumers.  Because  it 
is  profitable,  TU  isn't  having  as  much 
difficulty  raising  money  as  many  oth- 
er utilities  have.  Its  three  subsidiaries, 
alone  among  utilities,  still  have  triple- 
A  rated  bonds.  Last  year  they  were 
able  to  borrow  funds  at  8%%  to  9^2% 
compared  with  the  industry's  average 
of  9.63%  to  10.18%. 

The  company's  stock  is  far  below 
its  highs  of  the  mid-Sixties,  but  even 
in  the  worst  of  the  utilities'  bear  mar- 
ket—after Consolidated  Edison  passed 
its  dividend  in  the  spring  of  1974— 
it  rarely  dipped  below  book  value. 
The  company  was  able  to  raise  $87 
million  in  a  stock  offering  this  spring. 

Here  Comes  Regulation 

One  uncertainty  is  regulation.  In  the 
past,  the  regulatory  situation  in  Texas 
has  been  favorable.  When  rate  in- 
creases were  needed,  they  were  gen- 
erally granted  by  town  and  city  coun- 
cils, which  have  that  power.  But  the 
hikes  have  been  so  dramatic  in  recent 
years  that  they  have  begun  to  meet 
with  resistance.  Last  year  the  Texas 
legislature  finally  created  a  statewide 
regulatory  commission  that  will  begin 
its  work  this  fall. 

TU  has  just  had  a  round  of  rate 
increases  estimated  to  increase  its  op- 
erating income  about  10%.  Some  cit- 
ies resisted,  most  notably  Bridgeport 
{see  box).  However,  TU  probably 
won't  need  more  right  away.  "We 
think  the  big  push  is  over,"  says  Aus- 
tin. On  revenues  of  $900  million,  TU 
last  year  earned  $121  million,  $2.02 
a  share.  Its  profit  margin  at  16.7%  is 
the  highest  among  investor-own^d 
utilities  in  the  region. 

As  far  as  TU  is  concerned,  there's 
also  a  wild  card:  the  weather.  Last 
year  earnings  were  down  for  the  first 
time  in  the  history  of  the  company, 
and  the  reason,  according  to  Austin, 
was  largely  the  weather.  The  sum- 
mer was  cool,  and  people  just  didn't 
use  their  air-conditioning. 

Because  of  the  hot,  humid  chmate, 
Texans  are  big  users  of  air-condition- 
ing. Largely  as  a  result,  Texas  is 
a  power-hungry  state:  Texans  used 
10,194  kilowatt  hours  in  1974  as  com- 
pared with  5,102  for  New  Yorkers. 
In  the  old  days  this  was  an  advan- 
tage: It  assured  TU  of  above-average 
growth.  Nowadays  this  is  a  disadvan- 
tage: The  costs  of  expansion  are 
straining  even  TU's  capital-raising 
abilities.  So,  Louis  Austin  has  his  work 
cut  out  for  him,  but  he  has  strengths 
that  few  other  utility  magnates  have— 
and  some  of  them  stem  from  his  own 
foresight.  ■ 


Populism?  Or  PR?  = 

With  most  products,  when  prices 
go  up,  consumers  have  the  option  of 
not  buying;  sellers  can  either  lower 
prices  or  shut  down  production.  It 
happened  with  beef,  sugar  and  autos. 

But  it's  different  when  the  price  of 
electricity  goes  up.  The  consumer 
who  cuts  usage  usually  ends  up  pay- 
ing more  anyway.  He  can't  really  boy- 
cott the  power  company— but  neither 
can  the  power  company  boycott  him. 

In  most  such  cases,  both  sides  back 
away  from  a  showdown. 

But  Bridgeport,  Tex.  dug  in  its 
heels  and  refused  to  grant  a  requested 
rate  hike.  Its  supplier,  Texas  Power  & 
Light,  a  subsidiary  of  Texas  Utihties, 
said  it  would  pull  the  switch  three 
years  hence.  Bridgeport  retorted  it 
would  build  its  own  electric  plant 
powered  by  the  sun.  Anti-big-business 
voices  cheered.  The  press,  two  TV 
networks  and  hundreds  of  well-wish- 
ers joined  the  chorus.  "Doughty  Lit- 
tle Town  Fights  Greedy  Big  Business." 

Bridgeport  is  a  city  of  4,800  lo- 
cated some  70  miles  northwest  of  Dal- 
las. Directly  underneath  the  city  are 
said  to  be  natural  gas  reserves;  near- 
by is  a  coal  deposit  that  was  worked 
up  until  1929. 

Twenty  years  ago,  when  other  com- 
munities in  north  Texas  sold  their 
power  distribution  systems  to  the  pow- 
er companies,  Bridgeport  decided  to 
keep  its  system.  Egged  on  by  its 
$12,000-a-year  city  manager,  Maury 
Brown  (right),  47,  a  retired  Air  Force 
engineer,  the  town  fathers  decided  to 
take  a  populist  stand  again. 

Courageous?  Or  just  smart  public 
relations?  Probably  the  second.  City 
Manager  Brown  concedes  he  didn't 
make  his  move  until  the  state  attor- 
ney general  assured  him  TP&L 
couldn't  just  cut  Bridgeport  off. 

With  that  ace  up  his  sleeve,  he 
talked  with  each  city  councilman  and 
with  the  press.  After  The  Wall  Street 
Journal  ran  a  story.  Brown  got  a  let- 
ter from  inventor  Brian  Pardo  of  Reno, 
Nev.  offering  to  build  the  town  a 
solar-powered  generating  station  for 
$6  million. 

The  interest  on  that  amount  is  more 
than  the  city's  entire  electric  bill.  Nev- 
ertheless, Brown  called  the  Energy 
Research  &  Development  Administra- 
tion in  Washington  for  possible  help. 

ERDA's  solar  research  division 
evaluated  the  Pardo  invention  and 
suggested  it  might  work  for  agricul- 
ture, but  not  for  a  town.  The  agency 
has  so  far  granted  Pardo's  company 
and  Baylor  Institute,  which  are  now 
partners,  $150,000  of  a  $5-million  re- 
quest to  pursue  that  possibiUty. 


ERDA  suggested  that  Bridgeport 
make  a  feasibility  study.  The  town 
has  applied  for  some  $96,000  in  fed- 
eral ERDA  funds  for  that.  Mean- 
while, Merle  Alexander,  who  heads 
Baylor  Institute's  environmental  de- 
partment, says  he  began  thinking  that 
perhaps  the  town  should  make  some 
studies  preparing  for  its  possible  role 
as  the  first  solar  city.  The  city  and 
the  institute  are  now  seeking  addi- 
tional funding  for  that. 

Whether  or  not  Bridgeport  will  be 
a  solar  city,  however,  is  now  up  to 
ERDA's  solar  energy  division.  ERDA 
and  Martin  Marietta  are  now  build- 
ing a  facility  in  New  Mexico  to  test 
whether  or  not  sun  can  be  used  to 
boil  water  to  create  steam  power.  Af- 
ter that  has  operated  a  year  or  two, 
the  agency  plans  to  build  a  pilot 
generating  plant  designed  to  produce 
10  megawatts  of  electricity.  "It  won't 
be  a  commercial  plant,"  stresses  Dr. 
H.  Richard  Blieden,  assistant  director 
of  ERDA's  solar  electrical  applica- 
tions, "but  it's  that  plant  Bridgeport 
might  be  interesied  in  bidding  for." 

But  so  might  another  city.  New  En- 
glanders  have  been  heard  in  Wash- 
ington recently  saying  government- 
subsidized  solar  power  should  be  lo- 
cated in  their  part  of  the  country 
because  they're  dependent  on  im- 
ported oil. 

What  does  it  all  prove?  That  in  the 
present  environment,  if  you  want  to 
get  your  name  on  TV,  just  pick  up  a 
stick— any  old  stick  will  do— and  beat 
some  big  company  with  it. 
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Product 


A  siirge  of  claims  and  law- 
suits, greatly  increased  jury 
awards  and  broadened  inter- 
pretations of  product  liability, 
have  created  severe  problems 
for  todays  manufacturers. 

Abrief  reviewby  IN  A  of  an 
insurance  topic  of  interest  to 
business  executives* 


Americans'  concerns  about  the  products  they 
use,  both  at  work  and  away  from  it,  have  increased 
rapidly  in  recent  years.  There  is  a  growing  expecta- 
tion that  goods  will  not  be  offered  for  sale  unless 
surrounded  by  every  possible  safeguard  against 
misuse  and  injury,  and  a  greater  inclination  to  seek 
legal  redress  when  product  related  losses  or  acci- 
dents occur. 

These  attitudes  are  accompanied  by  heightened 
expectations  of  compensation  for  injuries 
connected  with  product  use.  As  the  number  of  in- 
surance claims  and  lawsuits  has  soared,  so  has  the 
size  of  awards  in  product  liability  cases. 

At  the  same  time,  the  concept  of  product  lia- 
bility has  widened  to  take  in  situations  where  lia- 
bility was  formerly  thought  not  to  exist. 

For  example,  claims  have  been  made  against 
manufacturers  for  products  built  and  sold  as  long 
as  15  or  more  years  ago,  even  though  the  products 
may  have  changed  hands,  gone  through  several 
modifications,  or  even  been  misused  by  their 
owners. 

Before  the  upsurge  of  product  liability  cases. 


there  would  have  been  little  likelihood  of  such 
claims  being  made,  and  even  less  likelihood  that 
they  would  have  succeeded.  Manufacturers  and 
suppliers,  in  short,  today  are  more  accountable  and 
face  greater  financial  exposure  for  everything  they 
make  and  sell. 

The  cumulative  effect  of  these  trends  on  the 
costs  of  providing  product  liability  insurance  has 
been  predictable.  In  1975,  insurers  incurred  $116 
of  losses  and  expenses  for  every  $100  they  earned 
in  premiums  on  miscellaneous  liability  coverages, 
muchofwhich  was  product  liability.  Premiums  have 
risen,  resulting  in  higher  business  costs  for  man- 
ufacturers and  suppliers.  However,  it  is  doubtful 
that  the  effect  of  future  claims  can  be  predicted 
either  by  insurers  or  insureds. 

In  some  industries  where  product  liability  ex- 
posures and  expenses  are  particularly  high,  such 
as  the  machine  tool  industry,  several  companies 
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have  said  they  may  be  forced  out  of  business  en- 
tirely, because  potential  product  liability  claims 
could  exceed  their  total  assets. 

What  can  be  done  ? 

The  current  trend  of  product  liability  awards 
threatens  to  outstrip  all  efforts  to  finance  them, 
leading  to  a  possible  breakdown  of  the  compensa- 
tion mechanism  itself.  This  has  led  to  an  urgent 
search  foe  remedies  by  manufacturers,  consumer 
groups,  the  legal  profession  and  the  insurance 
industry. 

Proposals  have  been  made  for  modifications  in 
the  existing  legal  system  under  which  negligence, 
liability  and  subsequent  awards  for  damage  are  de- 
termined, so  that  the  financial  burden  on  manu- 
facturers, and  indirectly  on  their  customers  in  the 
form  of  price  increases,  may  be  lightened. 

At  the  same  time,  many  executives  of  manufac- 


turing firms  are  focusing  ever-increasing  attention 
on  tighter  safety  programs— both  for  established 
products  and  for  new  product  development  activi- 
ties. Integral  parts  of  such  programs  include  exten- 
sive product  research  and  testing  before  production, 
painstaking  safeguards  during  manufacture,  and 
thorough  quality  testing  afterward. 

Better  quality  controL 

Many  insurance  companies  provide  profes- 
sional product  safety  and  quality  control  reviews 
as  part  of  their  underwriting  service.  By  holding 
down  insurance  premiums,  such  reviews  can  be 
very  much  in  the  manufacturer's  interest.  In  some 
cases,  they  have  even  resulted  in  substantial  savings 
in  production  costs. 

As  a  fuller  discussion  of  product  liability  from 
an  objective  standpoint,  INA  has  prepared  a  book- 
let entitled,  "Product  Liability:  Some  Professional 
Considerations."  Copies  may  be  requested  by  writ- 
ing INA  Corporation,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 

*        *        * 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadelphia, 
in  1792.  Today  INA  and  its  affiliated  companies 
operate  around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  insurance, 
life  and  group  insurance,  reinsurance  and  risk  man- 
agement services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 
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A  Latter  Day  Wizard  Of  Oz 

Consider  Barry  Commoner's  reputation  as  ''one  of 
the  world's  greatest  scientists/' 


In  The  Wonderful  Wizard  of  Oz, 
the  Grand  Wizard  turned  out  to  be  a 
humbug.  Some  scholars  think  that 
author  L.  Frank  Baum  had  something 
of  a  pohtical  allegory  in  mind:  that 
the  Wizard  represented  populist 
presidential  candidate  William  Jen- 
nings Bryan  in  the  election  of  1896. 
There  was  something  of  the  humbug 
in  Bryan's  advocacy  of  free  coinage  of 
silver  as   the  answer  to  all  our  ills. 

Intellectuals  like  to  accuse  ordinary 
people  of  being  enamored  with  sim- 
ple answers  to  complex  questions- 
George  Wallace's  answers,  for  exam- 
ple, or  Bryan's.  But  in  their  own  way, 
intellectuals  aren't  much  diflFerent. 
They,  too,  like  their  questions  com- 
plex and  the  answers  simple:  Mono- 
mania, it  is  called,  in  its  extreme 
form.  The  chief  diflFerence  is  that  the 
intellectuals  like  their  answers 
wrapped  in  jargon  so  that  the  truck 
drivers  cannot  understand  them.  Take 
Barry  Commoner,  a  current  hero  of 
the  highbrows,  the  grand  wizard  of 
environmentalism. 

Commoner's  book.  The  Closing  Cir- 
cle, came  along  in  1971  just  in  time 
to  catch  the  crest  of  the  Earth  Day 
movement;  Time  magazine  called  him 
"a  professor  with  a  class  of  millions," 
and  with  his  celebrity  came  power. 
He  presides  over  a  well-endowed 
satrapy,  the  Center  for  the  Biology  of 
Natural  Systems,  at  Washington  Uni- 
versity in  St.  Louis.  Now  he  has  a 
new  book  about  the  energy  crisis,  The 
Poverty  of  Power.  It  was  first  serial- 
ized in  The  New  Yorker,  then  pub- 
lished by  Alfred  A.  Knopf,  which  calls 
it  "this  urgent  and  important  book  by 
one  of  the  world's  greatest  scientists 
and  thinkers.  .  . ."  Actually,  it  is  fairly 
familiar  stuflF:  Private  enterprise,  par- 
ticularly rapacious  oil  companies,  has 
led  us  to  the  abyss;  only  all-out  na- 
tionalization and  a  drive  for  solar 
power  will  save  us  now. 

Even  some  of  the  friendly  book  re- 
viewers have  held  their  noses  at  the 
30  pages  or  so  of  doctrinaire  Marxism 
that  are  Commoner's  prescription  for 
the  energy  crisis.  "Read  it  for  the  sci- 
ence, pass  up  the  economics,"  wrote 
an  economist,  fairly  typically,  in  the 
New  York  Times  Book  Review. 

This  reviewer  misses  the  point  en- 
tirely: If  Commoner's  economics  is 
laughable,  his  credentials  as  a  scien- 
tist are  not  really  first  rate.  The  re- 
viewers have  penetrated  this  wizard's 
first  disguise.  But  they  have  been 
completely  taken  in  by  the  second.  So 


have  most  of  the  media  and  a  substan- 
tial majority  of  U.S.  intellectuals. 

Humbug! 

Many  colleagues  ridicule  Knopf's 
claim  that  Commoner  is  "one  of  the 
world's  greatest  scientists"— a  simple 
"farce,"  one  calls  it.  The  fact  is  that 
when  he  immersed  himself  almost 
full-time  in  pubhc  aflFairs  in  the  late 
1960s,  Commoner  was  something  of 
an  embarrassment  to  many  molecular 
biologists.  His  principal  distinction: 
He  was  their  version  of  a  flat-earth 
specialist.  It  was  Commoner  who  held 
out  longer  than  virtually  anyone  else 
against  the  significance  of  the  discov- 
ery of  DNA  (deoxyribonucleic  acid) 
as  the  principal  agent  of  genetic  re- 
production. Tlie  recognition,  by  James 
D.  Watson  and  Francis  Crick  in  1953, 
of  how  the  double  helix  of  DNA  al- 
lows cells  to  duplicate  themselves,  is 
one  of  the  premier  scientific  achieve- 
ments of  the  20th  century. 

Yet  more  than  15  years  after  the 
fact.  Commoner  was  still  sniflBng  pub- 
licly at  DNA's  significance.  "It  was  as 
though  someone  were  objecting  to 
Isaac  Newton's  law  of  gravity  50 
years  after  it  was  discovered,"  recalls 
a  colleague.  Opined  a  distinguished 
arbiter:  "A  scandalous  performance." 

So  strident  became  Commoner's 
protest  against  what  he  called  the 
"dogma"  of  DNA  that  Linus  Fauhng, 
the  dean  of  the  American  science  es- 
tablishment, found  it  necessary  to 
urge  Commoner  to  tone  down  his  op- 
position. Pauling,  like  Commoner,  is 
no  stranger  to  public  causes;  he  is 
the  Vitamin  C  man.  But  unlike  Com- 
moner, Pauling  had  barely  lost  the 
race  to  uncover  DNA  to  Watson  and 
Crick.  Here  is  Pauling's  version: 

"I  wrote  [Commoner],  suggesting 
that  his  statements  were  extreme,"  he 
says.  "My  memory  is  that  he  wrote 
a  rather  perfunctory  letter  back.  Per- 
haps I  wrote  again  and  didn't  get  an 
answer,  but  I  know  that  I  wasn't  ab- 
solutely satisfied  with  his  answer.  My 
criticism  of  him  was  that  he  was  be- 
ing guilty  of  the  same  sort  of  loose- 
ness of  expression  that  he  was  com- 
plaining about,  and  with  rather  less 
basis." 

Forbes  talked  to  a  dozen  world- 
«lass  biologists  and  chemists  about 
Commoner's  rearguard  action  against 
DNA.  All  agreed  that  he  had  a  point, 
of  sorts,  a  kind  of  circular  argument 
that  held  that  DNA,  all  by  itself, 
was    not    the   entire    answer   to    the 


Barry  Commoner 

replication  of  cells. 

The  trouble  was  that  everybody 
knew  it.  The  observation  was  not 
the  stuff  of  which  Nobel  prizes  are 
made.  At  best  he  was  simply  belabor- 
ing the  scientific  obvious.  At  worst,  he 
was  making  a  fool  of  himself,  they 
say.  "The  Failure  of  the  Watson-Crick 
Theory"  is  a  typical  title  in  1968. 
Why?  The  best  guess,  from  a  pro: 
He  simply  didn't   understand   DNA. 

Commoner  insists  that  Forbes 
"picked  out  the  one  relatively  minor 
aspect  of  my  work  in  which  you  could 
find  people  to  say  nasty  things."  Of 
course,  he  was  active  in  many  other 
areas  of  science,  too:  His  work  on  nu- 
clear magnetic  resonance,  about 
which  he  published  far  more  research 
than  DNA,  was  very  highly  regarded, 
though  apparently  not  so  highly  by 
his  colleagues  as  by  Commoner,  who 
says,  "I  developed  the  entire  field." 

Commoner  has  not  been  elected 
to  the  1,194-person  National  Acad- 
emy  of   Science   whose   memliership 
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comprises  the  greatest  living  Ameri- 
can scientists.  Maybe  he  will  be.  But 
for  now,  his  popularity  is  greater 
among  middlebrows  than  among  his 
peers.  "My  wife  and  kids  read  his 
pieces  in  The  New  Yorker,  and  they 
loved  them,"  says  a  prominent  mo- 
lecular biologist.  "My  view  is,  if  he 
wrote  them,  watch  out." 

If  Commoner  is  a  second-rate  sci- 
entist and  a  no-rate  economist,  why  is 
he  so  influentual?  As  we  said,  middle- 
brows like  easy  answers  and  Com- 
moner has  them.  He's  a  facile  writer, 
too.  And,  to  top  it  all,  Barry  Com- 
moner knows  how  to  manipulate  the 
press— which  is,  after  all,  heavily  pop- 
ulated by  middlebrows  with  a  pas- 
sion for  monomania.  In  fact,  Barry 
Commoner  would  make  a  first-rate 
press  agent. 

Consider  what  happened  when 
university  administrators  proceeded 
with  a  plan  to  dissolve  Commoner's 
$l-milli()n-a-year  center  early  this 
year.  Quite  clearly,  they  felt  that 
Commoner  and  his  50  or  so  subordi- 
nates were  not  precisely  indispensable. 
Commoner  was  furious.  He  took  his 
case  to  the  student  newspaper,  then 
waited.  Under  pressure  from  local 
newspapers  and  television  stations, 
the  university  relented.  For  all  his  talk 
about  the  "poverty"  of  power,  Com- 


moner   really    enjoys    it. 

In  Poverty  of  Power,  Commoner 
claims  to  have  discovered  "the  gov- 
erning principle"  by  which  capitalism 
operates.  It  turns  out  to  be  that  busi- 
nesses base  their  decisions  mostly  on 
their  anticipated  rate  of  return.  How 
about  that,  now?  That's  a  discovery? 
Thus  oil  companies  sought  oil  in  the 
Middle  East  in  the  1950s:  Cheaper 
oil  meant  more  volume,  more  vol- 
ume meant  better  profits.  Thus  petro- 
chemical manufacturers  undersold 
wool  with  synthetic  fibers.  Thus  com- 
mercial fertilizer  companies  enabled 
farmers  to  grow  more  and  cheaper 
food,   producing   a    growing   surplus. 

Elementary? 

Commoner  produces  these  discov- 
eries for  the  reader  with  the  flourish 
of  Sherlock  Holmes  finishing  up  a 
case  for  poor  Watson.  And  because  he 
prefers  solar  energy,  wool  and  natu- 
ral food,  he  seems  to  suggest  prohibi- 
tion of  autos,  petrochemicals  and  syn- 
thetic fertilizers.  Commoner  is  either 
unaware— or  he  deliberately  ignores— 
the  fact  that  for  modern  big  business, 
maximizing  return  doesn't  mean  max- 
imizing it  this  year  or  this  quarter. 
It  means  maximizing  it  over  a  long  pe- 
riod of  time.  Under  the  circumstances, 
modern  managers  factor  into  their  de- 


cision a  good  many  intangibles— mi- 
nority hiring,  pubhc  need,  commu- 
nity betterment— that  cannot  be  as- 
signed a  numerical  value.  Common- 
er's businessman  is  the  rapacious  ba- 
zaar merchant,  Shylock-the-money- 
lender  equipped  with  a  computer.  He 
is  a  convenient  scapegoat,  but  he  is 
not  true  to  life. 

The  less  said  about  Commoner's 
credentials  as  an  expert  on  energy, 
the  better.  The  figure  on  U.S.  oil  re- 
serves he  chooses,  for  example,  is 
about  twice  what  many  reputable 
geologists  now  say  it  is,  a  matter  of 
whether  we  have  50  or  60  years  left 
without  imports,  or  25.  "A  more  er- 
roneous and  misleading  account  [of 
how  reserves  are  estimated  than  Com- 
moner's] .  .  .  would  be  difficult  to  de- 
vise," says  M.  King  Hubbert,  a  gov- 
ernment geophysicist.  Biologist  Com- 
moner insists  he  is  right. 

But  the  truly  interesting  thing  is 
how  little  things  have  changed  since 
Baum  wrote  his  fable  in  1900.  Ameri- 
cans are  still  turning  to  wizards  with 
simple  answers.  The  Wizard  of  Oz, 
however,  came  up  with  the  right  an- 
swer for  Dorothy  and  her  friends. 
Commoner  comes  up  with  the  wrong 
answer  for  us:  some  ill-defined  form 
of  socialism  and  a  return  to  the  "sim- 
pler" life.  Bah,  humbug!  ■ 


Construction  Management  =  Time/Cost  Control 

Clf  you  have  the  right  Construction  Manager) 


Time/cost  control,  within  the 
Owner's  functional  and  quality 
requirements,  is  the  purpose  of 
Construction  Management  CCM] 

The  only  intelligent  way  to  select 
your  CM  is  on  track  record.  Fee  is 
the  poorest  way. 

Construction  Management  is 
rapidly  becoming  the  way  vir- 


tually all  successful  construction 
programs  of  businesses,  institu- 
tions, and  governnnents  will  be 
handled. 

For  optimumi  use  of  Construction 
Management,  bring  in  the  CM 
before  contracting  for  design 
services;  among  other  things,- 


the  CM  can  tailor  a  better  con- 
tract between  you  and  your 
architect /engineer 

The  qualified  CM  organization  has 
both  design  and  construction 
expertise,  but  does  neither,  re- 
presenting the  Owner  exclusively 
The  most  productive  activities  of 
the  CM  take  place  before  con- 
struction starts;  some  of  the 
more  productive  activities  take 
place  even  before  design  starts. 

We  pioneered  the  field.  We  have 
the  track  record.  We'll  be  glad  to 
discuss  your  requirements  with- 
out obligation. 


HEERY  ASSOCIATES,  INC. 

Construction  Program  Management 

ATLANTA:  404-88 1-1666,  Telex  54-2 1 65,  880  W.  Peachtree  St. ,  NW.  Atlanta,  Georgia  30309 

BALTIMORE:  301  -235-381 0  SAIM  DIEGO:  71  4-563-0090  LONDON:  (HEERY-FARROW,  LTD.]  01  -200-1  234, 

Telex  851-922991  AMMAN:  42451  Telex  925-1  21 1 . 
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It's  An  III  Wind  .  .  . 

While  the  pound  takes  a  pounding, 
London  retailers  are  banking  dollars, 
deutsche  marks  and  riyals  as  never  before. 


Ask  a  London  merchant  what  he 
thinks  of  the  coUapse  of  the  pound 
and  you  are  likely  to  hear  love  of 
country  do  battle  with  the  commer- 
cial instinct.  "If  the  pound  goes  down 
much  further,  the  country  will  go 
bankrupt,"  says  Barbara  Mankowitz, 
who  runs  two  big  London  Wedg- 
wood china  shops.  "But  if  it  recovers 
too  much,  we  won't  do  any  business." 
This  month,  she  adds,  90%  of  her 
trade  will  come  from  tourists  whose 
buying  has  trebled  in  recent  months. 
Deutsche  marks  now  buy  twice  as 
many  pounds  as  they  did  in  1970, 
while  French  francs  buy  60%  more 
and  dollars  buy  40%  more.  Holders  of 
these  currencies  are  eager  to  cash  in 
on  the  fact  by  shopping  in  Britain. 
International  shopping  is  no  longer 
confined  to  wealthy  buyers  of  hand- 


made shirts  and  Persian  rugs.  It  now 
extends  to  the  ordinary  Hausfrau  and 
her  family  who  take  a  cheap  pack- 
age tour  from  the  Continent  to  shop 
for  such  practicalities  as  tableware, 
children's  clothes  and  appliances.  In 
comparison  with  the  sky-high  prices 
in  Germany,  Switzerland,  Scandanav- 
ia  and  elsewhere,  British  goods  mean 
real  savings.  Britain  has  become  the 
bargain  basement  of  Europe. 

The  French  have  long  come  to  Lon- 
don on  summer  weekends  to  cheap- 
ly outfit  themselves  and  their  chil- 
dren for  fall.  But  this  year  is  diflFerent, 
retailers  say.  In  addition  to  the  usual 
"one  in  red  and  one  in  blue,"  foreign 


visitors  are  buying  in  quantity  and  de- 
partment stores  have  grown  accus- 
tomed to  packaging  by  the  lot;  ap- 
parently some  shoppers  are  doing  a 
little  business  on  the  side.  But  even 
those  shopping  only  for  themselves 
say  they  save  enough  on  necessity 
purchases  to  cover  their  fares,  and 
some  Continental  tour  operators  of- 
fer special  packages  for  shoppers. 

What  do  tourists  get  for  their  mon- 
ey? Clothing,  especially  wool  and 
cashmere,  Harris  tweeds,  rainwear, 
shoes,  Scotch  plaids.  A  sweater  cost- 
ing $16  in  London  would  cost  about 
$10  more  in  France  and  $15  more 
in  Germany.  Overall,  Continental 
clothing  prices  are  40%  to  50%  above 
British  prices.  A  custom-made  Savile 
Row  suit  can  be  had  for  as  little  as 
$145,  compared  with  $565  in  the 
U.S.  Prestige  bone  china  such  as 
Wedgwood,  which  is  normally  half  the 
U.S.  retail  price  in  Britain,  is  now 
one-third  the  U.S.  price.  The  Wedg- 
wood earthenware  Europeans  buy  is 
half  to  a  third  the  German  price  and 
a  fourth  of  the  Dutch  price.  Says  re- 
tailer Mankowitz,  "Our  German  cus- 
tomers are  so  pleased,  they  are  tip- 
ping the  sales  staflF."  How  Britain  has 
fallen! 

Europeans  are  also  buying  furni- 
ture, appliances,  TVs  and  stereos  de- 
spite the  high  cost  of  shipping,  since 
such  purchases  are  up  to  40%  higher 
on  the  Continent.  One  thing  shop- 
pers find  little  of  is  imports;  except 
for  Italian  goods,  most  are  now  too 
expensive  to  retail  profitably  in  Brit- 
ain. But  when  they  can  be  found- 
French  clothing  and  Scandanavian 
furniture,  for  example— they  are  often 
cheaper  than  in  their  own  countries. 

London  abounds  with  antique  mar- 
kets. A  young  German  couple,  with 
their  own  shop  and  avant-garde 
tastes,  brings  their  car  over  on  a  ferry 
several  times  a  year  to  buy  art  deco 
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No  other  energy 
can  fill  the  gap. 


Natural  gas  plays  an  enormous 
part  in  running  our  country.  It 
provides  half  the  energy  for 
America's  industry.  No  other 
energy  even  comes  close.  You 
may  be  startled  to  hear  gas 
provides  our  nation  with  3  times 
more  energy  than  electricity  does. 

Right  now  there's 

a  critical  gas  shortage. 

The  answer  is  finding  more  gas. 
Other  energies  can't  be  made 
available  in  large  enough  quan- 
tities to  fill  the  gap.  For  instance, 


the  electric  industry  is  hard 
pressed  to  raise  the  1 7  billion 
dollars  needed  each  year  to 
meet  its  own  normal  growth 
requirements.  Suppose  it  also 
had  to  replace  the  energy 
now  used  by  40  million  gas 
customers— that  would 
require  another  300  billion 
dollars,  or  close  to  it.  Clearly 
this  is  impossible.  It's  im- 
perative to  get  more  gas. 

There  is  a  huge  resource  of 
natural  gas  in  this  country. 


It's  underthe ocean.  Under 
the  Arctic  ice  and  snow.  Locked 
in  the  rocks  of  the  Rockies. 

The  gas  is  there.  Getting  it 
can't  wait  any  longer. 

The  gas  industry  is  ready  to  invest 
billions  of  dollars  to  develop  new 
supplies.  But  much  of  the  work  waits 
on  the  tough  energy  decisions 
America  must  make.  And  soon. 
We  need  your  understanding  and 
support  to  solve  the  critical  gas 
shortage,  and  your ■    -    ik 


help  in  saving  gas, 


A#^  A  American  Gas 


k  Association 


ROOF  REPLACEMENT 
IS  TOO  COSTLY 


Recondition  your  roofs  with  the  economical 
Randustrial®  Roof  Spray  Process.  SHI ELD- 
TITE®,  our  premium  liquid  roof  protector, 
will  rejuvenate  and  waterproof  your  old  felt 
roof  for  about  6C  per  square  foot.  The  work  is 
done  by  your  men  using  our  equipment  and 
proven  procedures.  Inquire  for  a  FREE  copy 
of  our  64  page  Maintenance  Catalog  and  an 
opporturnity  to  view  our  new,  4  minute  color 
roofing  movie. 


NAME  

TITLE 

COMPANY 
ADDRESS. 
CITY 


STATE,  ZIP. 
TEL.  NO.  _ 


Randustrial , 
Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave.   Cleveland,  Ohio  44120 
Phone:  (216)  283-0300 


r 


\ 


transcendent 
accommodation 

(504)  581-7300  •  Cable:  LOUISIX 

TELEX  58-4314 

Member,  Distinguished  Hotels  of  the  World 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

''BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.  E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  Venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant  Hi  income  for  right  person. 

$U.S.45,000Cash  Will  Handle 

For  dataijs  write  D«pt.  21,  Computer  Capltel  Corp., 

6922  Hollywood  Blvd.,  Los  Angeles,  Calif.  90028 

Call  Mr.  Van:  (213)  463-4841 


objects,  which  they  can  ?ell  for  many 
times  their  price  at  home.  For  more 
conventional  tastes,  an  early  19th  cen- 
tury Enghsh  mahogany  chest  of  draw- 
ers might  be  $350  in  Britain,  but  up 
to  twice  that  in  the  U.S.  An  English- 
hallmark  silver  tray  of  the  same  pe- 
riod might  have  a  markup  of  more 
than  100%  on  the  U.S.  market.  At  a 
recent  posh  antique  fair,  Japanese 
buyers  lined  up  at  the  door  long  be- 
fore opening,  then  literally  ran  to  the 
stands  of  their  choice.  But  English 
dealers  are  undoubtedly  starting  to 
learn  some   arithmetic  of  their   own. 

After  shopping,  women  can  get  a 
haircut  and  blow  dry  at  Vidal  Sas- 
soon  for  $6  compared  with  $25  at 
Sassoon's  in  New  York,  and  visitors 
can  take  in  Shirley  MacLaine  at  the 
London  Palladium  for  less  than  $3. 
Without  these  tourists,  London  re- 
tailers would  be  having  a  very  dismal 
year  indeed.  What  looks  cheap  to 
foreigners  is  dear  to  Britons,  who  are 
paid  and  who  think  in  potmds.  WTien 
sterling  falls  15%,  the  cost  of  living 
index  rises  3.75%  because  of  higher 
priced  but  essential  imports,  and  Brit- 
ish consumer  demand  has  not  re- 
covered from  the  recession.  Country- 
wide, unit  retail  volume  is  down  2%; 
there  is  little  tourist  shopping  out- 
side London.  But  in  London,  reports 
Peter  Williams,  general  manager  of 
Selfridges  department  store,  his  men's 
wear  sales  in  value  terms  have  in- 
creased 62%,  women's  clothes  46%, 
cosmetics  37%,  china  30%— overall  30%. 
Sixty  percent  of  the  store's  sum- 
mer trade  is  tourist,  with  export  or- 
ders averaging  almost  $200. 

Most  London  stores  have  gone  to  a 
lot  of  trouble  to  attract  foreign  visi- 
tors. Signs  are  multilingual  and  in- 
terpreters readily  available.  Selfridges 
has  spent  almost  $125,000  on  ads  in 
Continental  newspapers,  and  the  store 
has  adopted  a  Bicentennial  theme.  All 
major  stores  have  export  bureaus, 
which  enable  foreigners  to  get  re- 
funds of  the  British  sales  tax.  While 
in  New  York  foreigners  have  trouble 
changing  money  in  major  Fifth  Ave- 
nue banks,  London  tourists  can  con- 
vert money  at  any  department  store 
and  some  smaller  shops.  Street  ven- 
dors at  antique-and-junk  markets  like 
the  famous  Portobello  Road  convert 
prices  to  francs,  marks  and  Dutch 
guilders— probably  along  with  a  quick 
calculation  of  how  much  of  a  mark- 
up to  go  for,  depending  on  the  na- 
tionality of  the  potential  customer. 

Thanks  largely  to  the  falling  pound, 
British  tourism  increased  12%  last 
year,  even  though  world  tourism 
barely  grew  at  all.  This  year  the  Brit- 
ish expect  10  million  foreign  visitors— 
almost  a  million  of  them  on  cheap 
package  tours— who  will  spend  about 


$3  biUion,  enough  to  cover  almost 
half  of  Britain's  food  or  oil  imports. 
Almost  $950  milhon  of  that  will  be 
spent  in  stores,  in  sterling  terms  near- 
ly double  the  1974  level.  The  biggest 
increases  in  visitors  are  from  high-cost 
countries  like  Norway,  Holland  and 
Germany. 

Compared  with  the  eager  Euro- 
peans, some  American  tourists  remain 
unimpressed  with  London  "bargains." 
Said  one  elderly  woman  traveling  with 
her  husband  and  another  couple, 
"Prices  here— especially  clothes  and 
theater  tickets— are  much  higher  than 
at  home."  Where  is  home?  "El  Paso, 
Texas."  However,  a  nattily  dressed 
New  Yorker,  sporting  a  neat  Van  Dyke 
beard,  pronounced  London  "utterly 
cheap."  Which  tells  you  more  about 
New  York  and  El  Paso  than  it  does 
about  London. 

Spotting  The  Customers 

Americans  are  easily  recognizable 
among  the  soberly  clad  British  by 
their  bright  colors,  plaid  sport  coats, 
hairspray  and  a  certain  ingenuous  ex- 
pression. They  are  just  now  beginning 
to  come  back  to  Europe  after  an 
abrupt  moratorium  on  long-distance 
travel  when  jet  fares  and  other  prices 
first  soared  and  the  recession  hit. 
American  visits  were  down  15%  in 
1974  and  were  flat  in  1975,  but  to- 
day the  streets  are  filled  with  the  ac- 
cents of  California,  Texas  and  New 
Jersey.  Individual  American  shoppers 
still  spend  more  than  the  Europeans 
—they  stay  longer— but  the  stereo- 
type of  the  rich  American  is  fading 
fast.  "We  used  to  have  really  big 
spenders  among  the  Americans,  peo- 
ple who  bought  antiques  and  fine  art," 
recalls  Robert  Midgley,  managing  di- 
rector of  Harrods.  "Those  who  come 
now  are  package-plan  tourists  who 
are  buying  souvenirs— trinkets."  But 
the  Europeans  are  more  than  making 
up  the  difference. 

The  Arabs  are  doing  their  share  of 
shopping  too,  though  some  big  stores 
are  theoretically  on  the  blacklist.  Says 
Selfridges'  Williams,  "The  Arabs  are 
buying  enormous  quantities  of  cos- 
metics, sometimes  $1,000  to  $2,000 
worth  at  a  time.  Revlon  products 
are  especially  popular.  So  is  musk  per- 
fume. They  must  be  buying  for  a 
whole  harem."  What  they  are  buying 
for,  of  course,  is  resale.  A  $9  bottle 
of  Aramis  men's  cologne  sells  for  $45 
in  Cairo— a  nice  margin.  Other  fa- 
vored items:  costume  jewelry,  appli- 
ances by  the  dozens,  upholstery  and 
dress  fabric  by  the  roll.  The  oil  price 
rise  has  simply  added  a  few  more 
languages  to  the  polyglot  din  that 
is  London's  Oxford  Street  on  a  Sat- 
urday afternoon.  New  York's  Delanccy 
Street  never  had  it  so  good.   ■ 
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How  many  ways  do 
Tenneco  products  serve  you? 

For  starters,  here  are  8. 


1      Food  for  your  table.  Our  agricultural 
marketing  company  supplies  premium 
quality  fruits  and  vegetables,  almonds, 
dates  and  raisins  under  the  Sun  Giant"  label  to 
food  stores  across  the  country 

2   Fuel  for  your  home.  Tenneco  Oil  supplies 
heating  oil  through  disthbutors  up  and 
down  the  Atlantic  seaboard.  One  of  our 
primary  activities  is  looking  for  new  energy 
supplies  in  our  own  country  and  in  promising 
areas  around  the  world. 

3  Packages  in  your  pantry  Many  of  them 
got  to  the  stores  in  corrugated  shipping 
containers,  the  major  business  of  our 
Packaging  Corporation  of  America.  PGA  has 
expanded  its  capacity  to  provide  these  versatile 
containers  to  all  kinds  of  manufacturers. 

4  Toys  for  your  kids.  Many  toys  are  made 
of  plastics  produced  by  Tenneco 
Ghemicals.  So  are  plumbing  pipe,  elec- 
trical insulation  and  flooring.  We're  also 
a-  leading  producer  of  foam  products  and 
colorants  for  paints. 


5  Mufflers  for  you  rear  Every  third  car 
on  U.S.  roads  today  has  an  exhaust 
system  made  by  our  Walker  Manufactur- 
ing. They're  available  through  200,000  service 
stations  and  garages  nationwide. 

6  Natural  gas  for  your  stove.  Our  natural 
gas  system,  with  15,890  miles  of  pipe- 
line, is  one  of  the  largest  in  the  country 
It  serves  utilities  that  serve  families  in  25  states. 

/Equipment  for  building  houses  and 
growing  food.  Our  J  I  Gase  Gompany 
which  includes  Davis  and  Drott  Manu- 
factunng,  makes  construction  equipment 
and  farm  tractors  you'll  see  on  big  and  little 
jobs  all  around  the  country 

8Shipsforimportinq  energy  Our  Newport 
News  Shipbuilding  is  building  giant 
ships  to  bring  you  needed  energy 
from  abroad. 

Our  diversification  helps  us  serve  you  in  a 
variety  of  ways.  For  more  information,  whte  to 
Dept.  A.  Tenneco  Inc..  Houston, Texas  77001. 


Tenneco 


innesota  Mining— A  New  Bali  Game? 


The  late  recession  wrecked  some  companies.  It  didn't  wreck 
3M,  but  it  certainly  shook  this  solid  old  growth  company. 


"A  COMPANY  like  3M  doesn't  change 
just  because  somebody's  title  does," 
says  Raymond  H.  Herzog,  the  man 
who  has  had  the  big  title  at  Minne- 
sota Mining  &  Manufacturing  Co. 
since  last  year.  It's  true,  of  course, 
that  you  don't  do  rash  things  when 
you  rise  to  the  top  of  a  $3-billion 
corporation  that  is  one  of  the  world's 
most  successful  businesses.  But  it's  al- 
so true  a  lot  of  things  have  changed 
at  3M  since  Herzog,  60,  became 
chairman  and  chief  executive. 

Herzog  was  not  given  the  St.  Paul- 
based  company's  top  job  because  the 
company  was  in  trouble  from  a  busi- 
ness point  of  view.  He  got  the  job 
when  his  predecessor,  Harry  Heltzer, 
and  several  other  senior  officers  and 
directors  resigned  in  the  wake  of  the 
scandal  over  illegal  political  contri- 
butions. The  turmoil  at  the  top 
couldn't  have  come  at  a  worse  time. 
It  came  just  when  this  company  of 
35,000  different  products— normally 
recession-resistant— was  being  hit  by  a 
recession  it  was  not  able  to  laugh 
off.  Until  late  1975,  3M's  quarterly 
earnings  lagged  behind  those  of  the 
previous  year,  and  the  company 
ended  the  year  with  a  13%  earnings 
decline,  3M's  first  in  23  years. 

This  recession  was  different.  It  hit 
suddenly  and  almost  simultaneously 
in  the  last  quarter  of  1974,  in  most  of 
the  40  countries  where  3M  was  do- 
ing business.  It  was  not  possible  to 
offset  profit  declines  in  the  U.S.,  for 
example,  with  profit  gains  from  the 
40%  of  its  business  that  it  does  abroad. 

Still  worse,  the  abrupt  shift  from 
overheated  boom  to  recession  found 
3M  with  extensive  high-priced  raw 
material  commitments  and  inventories 
swollen  by  nearly  60%  in  a  single  year. 
As  a  result,  3M's  factory  output  had 
to  be  slashed  to  below  70%  of  capac- 
ity, while  the  polyester  film  plants 
which  serve  the  total  company  cut 
production  back  to  the  bone. 

"It  was  a  horror,"  says  Herzog,  "in 
that  nearly  all  the  divisions  were 
down  at  the  same  time.  I  didn't  think 
it  would  repeat  itself  but  it  did  in 
1975."  New  at  the  top  job  and  with 
many  of  his  more  valuable  associates 
in  forced  retirement,  Herzog  was  put- 
ting out  fires  all  day  long.  "I  was 
trying  to  cover  all  the  top  functions 
at  once,"  says  Herzog,  "and  I  almost 
killed  myself." 

Minnesota  Mining  was  experienc- 
ing the  first  cash  squeeze  in  its  his- 
tory.   This    wasn't   the    kind   of   cash 


squeeze    where    you 
don't     know     where 
your  next  payroll  is 
coming  from.  There 
were  no  angry  bank- 
ers      knocking       at 
3M's     door.     Every- 
thing     is      relative, 
however,     and     3M 
men    had    been    ac- 
customed    to     com- 
fortable    cash     bal- 
ances,      a      healthy 
current     ratio     and 
very      little       debt. 
Suddenly,     like     ev- 
eryone    else,      they 
were  scrambling  for 
money.    To    finance 
the    backed-up     in- 
ventories,   the   com- 
pany ran  up  its  short-term  debt,  most- 
ly in  the  form  of  commercial  paper, 
to  nearly  $450  million,  while  its  cur- 
rent ratio  showed  a  sudden  sharp  dip 
from  the  standard  2.3  figure  to  1.7 
at  the   end  of    1974.   Only   the   sale 
of  $300  million  worth  of  medium-to- 
long-term    notes    and    debentures    in 
April  1975  restored  the  balance. 

Within  seven  months  of  becoming 
chairman,  Herzog  also  decided  to  ease 
the  pressures  on  liimself  by  getting 
some  help  on  day-to-day  operations. 
So  for  the  first  time  he  put  the  do- 
mestic and  international  sectors  on  an 
equal  footing.  He  put  former  chemi- 
cal engineer  Lewis  W.  Lehr,  55,  in 
charge  of  domestic.  An  outspoken 
Britisher,  James  A.  Thwaits,  53,  was 
put  in  charge  of  international.  Herzog 
presents  it  as  a  streamlining  of  man- 
agement authority:  "I  don't  think  you 
can  call  us  Minnesota  Mining  &  Meet- 
ing Co.  anymore,"  he  says. 

New  Directions 

Meanwhile,  the  executive  commit- 
tee of  the  board,  where  the  real  pow- 
er rests  at  3M,  has  been  making  some 
significant  and,  for  3M,  uncharacter- 
istic decisions.  For  example,  it  is 
keeping  plant  spending  below  $200 
million  this  year,  as  compared  with 
$335  million  in  1974  and  $273  mil- 
lion in  1975.  It  ruled  out  expan- 
sion into  any  more  foreign  countries. 
And  it  decided  to  bring  foreign  fimds 
home  where  feasible:  By  April  1976 
3M  had  a  cash  kitty  of  $229  million, 
vs.   only   $65   million    a    year   earlier. 

In  that  first  quarter  of  1976,  3M*s 


Minnesota  Mining  got  into   health   care  with   surgi- 
cal  masks  and  tape,  but  expects  more  from  drugs. 


adjustments  for  foreign  currency  fluc- 
tuation (Forbes,  June  15)  reduced 
the  gain  considerably. 

So  much  for  the  short-term  prob- 
lems. However,  some  veiy  big  long- 
term  ones  remain  to  be  solved  if  3M 
is  going  to  continue  to  be  the  kind  of 
company  that  keeps  earning  10%  on 
sales,  20%  on  stockholders'  equity. 

The  company's  ingenious  new- 
product  strategy  was  always  based 
upon  two  tacit  assumptions:  1)  that 
it  could  keep  introducing  new  prod- 
ucts indefinitely;  and  2)  that  profits 
from  existing  products  could  support 
the  flow  of  new  ones. 

As  for  the  first,  there  is  never  a 
literal  end  to  new  products;  econo- 
mies change,  and  as  they  change, 
they  create  new  needs.  But  it  is  also 
probably  tnie  that  for  a  company 
with  a  long  and  effective  R&D  tradi- 
tion, successful  new  products  gradual- 
ly become  harder  to  find.  Instead  of 
the  TTiermo-Fax  copier  of  the  1950s 
that  Ray  Herzog  rode  to  the  top  of 
3M,  too  many  of  the  new  items  of 
recent  years  have  been  trendy  items 
like  bookshelf  games  (since  dropped). 
As  Jim  Thwaits  says,  "We've  gotten 
into  some  real  schlock  businesses  in 
recent  years." 

Perhaps  more  .serious  than  these 
false  starts  is  the  threat  to  some  of 
3M's  long-successful  items  like  cop- 
iers, the  mainstay  of  its  biggest  prod- 
ucts group,  Graphic  Systems,  with 
22%  of  total  sales.  Miiuiesota  Mining 
had  long  been  a  weak  second  to 
Xerox,  with  IBM  now  vying  lor  the 
No.  Two  spot.  In  addition  it  now 
earnings  spurted  28%  on  11.4%  higher  faces  a  tough  new  challenger-Kodak, 
sales,  even  after  th(<   newly  required      with  a  full  line  of  copiers,  while  3M's 
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own  plain-paper  and  color  copiers 
have  simply  not  got  off  the  ground. 

In  addition,  duplicators  from  Xerox 
and  others  have  so  improved  that 
they  threaten  to  impact  another  big 
part  of  3M's  business,  printing  and 
photography,  11%  of  sales,  much  of 
it  in  offset  printing  plates.  "This  could 
mean  gradual  erosion  of  3M's  tradi- 
tional market  in  this  area,"  says 
Richard  Hanson,  an  analyst  of  the 
duplicating  field.  Says  Lewis  Lehr: 
"We  will  have  to  come  up  with  some- 
thing new,  but  there  isn't  a  business 
where  we  don't  have  to  come  up  with 
a  higher  technology." 

The  real  secret  of  3M  has  been  its 
ability  to  nurture  creativity.  It  has 
let  employees  move  around  within  the 
company  to  an  unparalleled  degree. 
It  has  also  kept  marketing  and  re- 
search closely  tied,  so  the  salesman 
could  in  effect  tell  the  researcher  of 
needs  for  new  products. 

But  a  corollary  has  been  that  R&D 
spending,  about  4.5%  of  sales,  is 
spread  fairly  evenly  over  SM's  prod- 
uct areas.  Kodak,  by  contrast,  spends 
over  6%— and  can  concentrate  it  on 
speeding  a  new  product  to  market. 
So  Herzog  may  have  to  both  increase 
SM's  research  and  development 
spending  and  concentrate  it  more. 

Future  Profits 

This  may  already  be  happening. 
Minnesota  Mining  is  putting  special 
emphasis  right  now  on  drugs  and  her- 
bicides, two  relatively  new  fields  for  a 
company  that  made  its  name  in  pres- 
sure-sensitive tapes.  Five  years  ago, 
3M  acquired  Riker  Laboratories  from 
Dart  Industries.  Riker  plays  a  big  part 
in  3M's  future  plans.  Riker  has  a 
promising  new  painkiller  named  Acu- 
pan  that  it  is  already  marketing 
abroad;  Acupan,  said  to  lack  the  ad- 
diction problems  charged  to  Darvon, 
is  now  going  through  the  seemingly 
endless  process  of  getting  approval 
from  the  U.S.  Food  &  Drug  Adminis- 
tration. Says  domestic  boss  Lehr,  him- 
self an  alumnus  of  3M's  health-care 
division:  "We  have  more  than  five 
major  new  drug  molecules  we  feel 
can  come  into  the  U.S.  market  in  from 
one  to  ten  years." 

In  another  new  area,  agricultural 
chemicals,  3M  has  won  approval  of  a 
new  herbicide  that  kills  cotton  weeds. 

But  clearly  3M  has  its  work  cut  out 
for  it,  for  it  is  increasingly  coming 
up  against  the  established  giants  in 
every  field— like  the  great  pharma- 
ceutical houses  in  drugs,  Monsanto 
and  W.R.  Grace  in  herbicides,  Xerox 
and  Kodak  and  IBM  in  copying.  3M 
is  a  magnificent  company,  but  it  will 
need  every  ounce  of  research  crea- 
tivity and  marketing  ingenuity  to  keep 
growing  at  its  old  rate.   ■ 
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The  Brawl  At  DNCTAD 


The  recent  UNCTAD  conference  accomplished  little— 
and  didn't  even  face  the  real  issue. 


The  Organization  of  Petroleum  Ex- 
porting Countries,  having  pushed  the 
world's  poorer  nations  to  the  brink 
of  bankruptcy,  is  now  trying  to  blame 
the  U.S.  and  other  industrial  coun- 
tries. That's  bad  logic  but  good  prop- 
aganda; U.S. -baiting  is  a  safe  and 
popular  game.  It  was  played  to  the 
hilt  at  the  recent  United  Nations 
Conference  on  Trade  &  Development 
in  Nairobi— Africa's  swingingest  city. 

Ironically,  UNCTAD  (cynics  call 
it  "UNCTUOUS")  was  once  headed 
by  Manuel  Perez-Guerrero,  Venezue- 
la's former  oil  minister  and  the  brains 
behind  OPEC.  The  156-member  "con- 
ference" is  now  dominated  by  its  113 
less-developed  countries.  These  LDCs 
complain  that  we  don't  pay  high 
enough  prices  for  the  raw  materials 
they  supply  to  us.  The  dominant 
group  at  UNCTAD  wants  the  richer 
nations  to  ante  up  $6  billion  to  "sta- 
bilize" (read  "raise")  the  prices  of 
some  18  commodities  through  the 
creation  of  "bufi^er"  stocks. 

"These  programs  run  in  cycles," 
explains  Joseph  Greenwald,  the  ca- 
reer diplomat  who  is  now  Assistant 
Secretary  of  State  for  Business  &  Eco- 
nomic Affairs,  speaking  of  proposals  to 
help  the  world's  poor.  "First  we  en- 
couraged development  with  massive 
foreign  aid,  then  technical  assistance, 
tariff  preferences,  exchange  stabiliza- 
tion schemes  Uke  the  international 
Monetary  Fund's  special  drawing 
rights.  Nothing  will  solve  the  prob- 
lem, but  the  commodity  approach  is 
clearly  the  least  eflBcient  way  to  trans- 
fer resources."  One  reason:  Many  rich 
countries  are  producers,  too.  The  U.S., 
for  example,  mines  lots  of  copper. 
Helping  Chile  and  Zaire  would  also 
be  a  bonanza  for  U.S.  producers. 

The  industrialized  countries— chief- 
ly the  U.S.,  Britain,  France,  Germany 
and  Japan,  which  account  for  over 
half  of  world  gross  national  product— 
weren't  about  to  bankroll  UNCTAD's 
kitty.  But  typically,  in  a  10,000-word 
speech,  Heruy  Kissinger  sketched  a 
brand-new  idea,  not  explained  in  ad- 
vance even  to  our  allies:  Create  a  $1- 
billion  International  Resources  Bank 
—not  to  shore  up  prices,  but  to  sup- 
ply development  dollars  to  the  LDCs. 

The  man  behind  Kissinger's  re- 
source bank  proposal  is  his  recent- 
ly promoted  second-in-command, 
Charles  Robinson,  a  former  mining 
executive  who  likes  bow  ties  and 
shuns  the  press.  Robinson  knows  a 
lot  about  doing  business  with  iinder- 


developed  countries:  The  Peruvian 
government  nationalized  a  $225-mil- 
lion  iron  ore  faciUty  of  his  old  em- 
ployer—San Francisco-based  Marcona 
Corp.— last  July,  and  now  its  output 
is  down  over  80%.  That  hurts  both 
the  rich  and  the  poor. 

"Our  policy  is  that  private  capital 
is  the  best  spur  to  economic  develop- 
ment," explains  Assistant  Treasury 
Secretary  Gerald  Parsky,  whose  de- 
partment shares  responsibility  for  U.S. 
commodity  policies.  "What  we're  ad- 
vocating is  a  means  of  eliminating  the 
noncommercial  risk  of  doing  business 
in  unstable  countries.  It  sounds  bet- 
ter to  them  if  you  call  it  a  bank,  and 
better  to  multinational  companies  if 
you  call  it  an  insurance  company." 

Ownership  Gambit 

At  its  simplest,  the  agency  would 
work  like  this,  though  few  UNCTAD 
delegates  ever  understood  it:  Suppose 
Kennecott  wants  to  develop  a  $250- 
million  copper  mine  in  Zaire.  Instead 
of  dealing  directly,  it  buys  $250  mil- 
lion in  IRB  bonds,  and  IRB  negotiates 
the  mine  contract  with  Zaire.  Ken- 
necott's  people  run  the  show  but, 
technically,  IRB  owns  the  mine.  That 
makes  expropriation  less  likely.  As  se- 
curity, the  international  agency  would 
have  worldwide  claim  on  all  produc- 
tion. For  Zaire,  the  bank  brings  in- 
vestment dollars  and  help  in  working 
out  a  fair  deal;  for  corporations,  it 
guarantees  a  risky  investment. 

State  Department  officials,  how- 
ever, envision  variations  on  this  basic 
theme  that  have  some  businessmen 
worried.  "I'm  afraid  this  thing  will 
end  up  being  a  bank  and  lending  to 
nationalized  ventures,"  says  Jack  Ben- 
nett, Exxon's  senior  vice  president. 
Ian  MacGregor,  chairman  of  Amax, 
has  other  misgivings.  "It  moves  away 
from  the  concept  of  private  capital. 
We  shouldn't  do  that  in  response  to 
a  vociferous  minority." 

The  majority  of  UNCTAD  dele- 
gates didn't  like  the  resource  bank  for 
other  reasons.  It  was  American  and, 
therefore,  suspicious.  "Most  of  them 
simply  viewed  it  as  a  competitor  to 
their  common  fund  proposal,"  ex- 
plains Representative  Jonathan  Bing- 
ham (Dem.,  N.Y. ),  who  headed  a 
delegation  of  congressional  observers. 
Thus,  the  State  Department  neatly 
managed  to  alienate  both  sides  of  the 
same  issue.  Perhaps  that  means  its 
proposal  does  merit  consideration. 

By  taking  a  hard  line  at  Nairobi, 
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however,  the  U.S.  may  have  missed  a 
chance  to  let  the  common  fund  self- 
destruct.  Meat,  for  example,  is  on  the 
list.  How  could  exporters  like  Argen- 
tina and  Uruguay  ever  agree  with  In- 
dia on  its  support  price?  Then  there's 
sugar.  The  Ivory  Coast  is  developing 
a  large  crop  but  sells  none  today. 
Would  current  producers  slot  it  for 
a  hefty  export  quota?  Harry  Johnson, 
now  teaching  in  Geneva  and  the  dean 
of  international  economists,  argues 
that  just  letting  the  poor  countries  try 
to  set  up  their  scheme  would  have 
taught  them  a  valuable  lesson  in  the 
complexities  of  world  trade. 

Unfortunately,  the  industrial  na- 
tions didn't  present  a  unified  front. 
France  had  its  own  version  of  a  com- 
mon fund.  The  Scandinavians  and 
the  Dutch  bent  over  backward  to 
stay  popular  with  the  poor  countries. 
Bad  acoustics  made  it  hard  for  the 
Japanese  to  follow  the  proceedings. 

Shambles 

UNCTAD  finally  ended  two  days 
late.  The  last  hours  included  some  in- 
credible blunders:  A  let's- talk-some- 
more  compromise  nearly  collapsed  be- 
cause the  U.S.  failed  to  make  sure 
that  a  black  African  representative 
was  in  on  the  talks.  As  a  result,  the 
closing  session  dragged  on  until  4 
a.m.  Monday  morning— even  though 
many  interpreters  had  left  for  another 
U.N.  meeting  in  Vancouver.  Robin- 
son, an  inexperienced  negotiator,  in- 
sisted on  separate  consideration  of  the 
IRB,  though  it  probably  would  have 
passed  if  tucked  into  the  general  reso- 
lution. In  a  wee-hours  show  of  hands, 
the  Communist  bloc  (virtual  nonpar- 
ticipants  because  they  don't  trade 
with  LDCs)  managed  a  33-31  plural- 
ity over  the  industrial  democracies. 
Most  Third  World  delegations  had 
either  gone  home  or  were  in  no  con- 
dition to  vote. 

What's  the  bottom  line?  For  the 
next  year  and  a  half  both  sides  will 
hold  18  separate  commodity  nego- 
tiations. Lots  of  talk  and  travel,  but 
Uttle  progress  is  likely.  The  develop- 
ment bank,  which  could  be  a  valu- 
able aid  to  investment,  was  badly 
timed  and  presented,  needlessly  dis- 
credited. A  miffed  Henry  Kissinger 
will  pn)po.se  it  again  at  the  energy 
producer-consumer  talks  in  Paris  la- 
ter this  year— after  a  selling  job  on 
our  allies  at  the  Puerto  Rican  eco- 
nomic summit. 

Maybe  the  U.S.  should  ha\e  sent 
Daniel  Moynihan  to  UNCTAD.  lie 
might  have  put  it  bluntly  to  the  poor 
countries.  He  might  have  told  them 
the  hard  truth:  The  quadrupling  ol 
oil  prices  is  what  nearly  upset  the 
international  apple  cart.  That  is  ruin- 
ing the  LDCs— not  the  "greeily"  U.S.  ■ 
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A  Long,  Hot  Summer? 

That's  what  Fedders  needs  to  help  the  boss  deserve 
the  halo  that  the  artist  gave  him. 


In  the  portrait  that  hangs  at  the 
entrance  to  Fedders  Corp.'s  executive 
headquarters,  Chairman  Salvatore 
Giordano  looks  every  inch  a  Holly- 
wood version  of  the  classic  Roman  in 
modem  dress.  The  17th-century 
Dutch  landscape  behind  him  is  con- 
fusing at  first.  But  a  visitor  to  Edison, 
N.J.  quickly  gets  the  point— the  halo 
of  clouds  around  Giordano's  satin 
hair  suggests  lasting  power. 

But  upstairs,  in  his  immense  oflBce 
overlooking  the  New  Jersey  Turnpike, 
Giordano  is  a  jittery  man.  With  rea- 
son. As  chairman  and  president,  he's 
running  the  company  almost  alone 
and  in  the  face  of  great  difficulties. 
While  Fedders'  most  recent  quarter 
was  profitable,  the  nine  previous  ones 
were  not. 

Giordano  is  65  years  old  with  "no 
plans"  for  retirement.  His  financial 
vice  president  retired  in  December. 
Giordano  hasn't  settled  on  a  new  one 
yet.  He  did  appoint  a  treasurer  for 
the  air-conditioning  and  appliance 
company,  but  he  says  all  the  financial 
decisions  are  being  made  by  the  "ex- 
ecutive VP  and  me." 

The  executive  VP  and  heir  appar- 
ent is  a  son,  38-year-old  Salvatore  Gi- 
ordano Jr.,  a  graduate  of  Long  Is- 
land's C.W.  Post  College  who  has 
been  at  Fedders  in  various  capacities 
since  1960.  The  only  other  key  officer 
is  another  son,  Joseph  Giordano,  42- 
year-old  senior  VP  for  manufacturing, 
in  the  company  since  1955.  Question : 
Can  onetime  factory  timekeeper  Sal- 
vatore hold  the  reins  long  enough  so 
that  power  can  pass  to  the  sons? 

He's  certainly  going  to  try.  Sal  Sr. 
is  a  mover  and  a  fighter.  He  vaulted 
to  the  top  of  Frank  J.  Quigan,  Inc., 
the  purse  frame  manufacturer, 
through  a  particularly  handy  World 
War  II  innovation  of  an  ammunition 
clip.  Then  he  engineered  the  merger 
of  Qvijgan  and  Fedders  and  ended 
up  wijth  the  top  job.  Once  chairman 
of  Fedders,  he  swallowed  the  Norge 
division  of  Borg- Warner  ($114  mil- 
lion in  sales)  when  the  division  was 
larger  than  all  of  Fedders.  He  an- 
swered a  move  by  compressor  maker 
Tecumseh  to  cut  down  on  Fedders' 
supply  in  a  boom  year  by  starting  to 
make  many  of  his  own  compressors. 

Giordano  has  fought  oflF  strikes  (in- 
cluding a  crippler  in  Edison  in  1972); 
attempts  to  oust  his  staggered  board; 
and  efforts  to  institute  cumulative 
voting.  Now  he  is  predicting  profits 
for   1976.   But  he  has  been  too   op- 


timistic before.  For  example,  in  No- 
vember 1973,  when  his  energy-effi- 
cient rotary  compressor  air  condi- 
tioner was  new  on  the  market,  he 
boasted  to  Forbes:  "Our  aim  is  to  be 
the  largest  in  central  air  conditioners 
as  well  as  room  units  in  five  years 
with  sales  of  $1  billion." 

Instead,  the  company  went  gill- 
deep  into  the  red  for  a  $10-million 
loss  on  $337-million  sales  in  1974. 

Everything  went  wrong.  The  re- 
cession. High  energy  costs.  Severe 
housing  slumps.  Unseasonably  cold 
weather.  The  air  conditioning  market 
dropped  11%.  GE's  appliance  divi- 
sions. Carrier,  Whirlpool,  all  had  bad 
years,  but  not  this  bad.  Fedders  was 
also  hit  by  the  effect  of  its  decision 
to  switch  to  LIFO  accounting. 

Giordano  scrambled  to  recover  in 
1975.  He  slashed  receivables  in  half 
to  $45  million,  completed  the  phase- 
out  of  the  refrigerator  and  range  busi- 
nesses, and  used  the  money  freed  up 
to  reduce  short-term  debt  from  $73 
million    to     $16    million.     But     sales 


dropped  again,  this  time  all  the  way 
down  to  $176  million,  and  1975's  loss 
hit  $12  million.  Stockholders'  equity 
fell  to  $87  million  from  $148  million 
only  three  years  before. 

In  1971  Fedders  stock  hit  50.  In 
October  1975,  Giordano's  lenders 
prohibited  future  dividend  payments 
without  waivers.  The  stock  was  as 
low  as  2/2  in  1974  and  even  now 
sells  around  $7. 

Giordano's  grip  did  not  waver.  Bid- 
ing his  time,  he  took  advantage  of 
the  low  stock  price  to  double  the  fam- 
ily holdings  to  almost  10%.  He  also 
bought  up  some  of  his  overstocked, 
capital-short  distributors,  adding  to 
potential  in-house  margin. 

So  much  confidence  did  Giordano 
seem  to  have  that  last  February,  af- 
ter Fedders  had  had  nine  consecu- 
tive losing  quarters,  he  bought  the 
nonautomotive  air  conditioning  assets 
of  Chrysler's  money-losing  Airtemp  di- 
vision for  cash,  notes  and  a  new  is- 
sue of  preferred  that  totaled  $48 
million. 

Why  would  Giordano  want  another 
loser,  Airtemp?  Says  he,  "With  Air- 
temp,  Fedders  now  covers  the  water- 
front." Chrysler's  Bowling  Green,  Ky. 
plant  produces  systems  up  to  1,100 
tons,  and  Fedders'  previous  top-ca- 
pacity  machine   was   200   tons.   "We 


The  real  Salvatore  Giordano  Sr.  and  his  ideal. 
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Sogo  Shosha  is  structured  to  assist 
business  in  a  multitude  of  ways. 


Export 

has 

many 


For  over  a  quarter  century,  Nissho-lwai 
American  Corp.  has  been  involved  in  a 
spectrunn  of  overseas  activities.  Many  U.S. 
businesses  recognize  the  importance  of 
our  experience  and  organization.  These 
provide  the  expertise  which  guides 
companies  every  step  of  the  way. 

Some  recent  programs  include  the 
development  of  a  major  overseas  market 
for  an  important  electronics 
manufacturer. .  .the  growing  and  buying  of 
cotton  in  the  U.S.  for  sale 
internationally. .  .the  organization  of  a  joint 
venture  in  the  Middle  East  for  distribution 
of  U.S.  pre-fab  buildings. .  .to  name  but  a 
few. 

Nissho-lwai  American  Corp.  accounted  for 
over  a  billion  dollars  of  U.S.  exports  in 
1975.  Whether  your  needs  are  exports  or 
imports,  financing  or  construction,  joint 
ventures,  exploration  or  other  business 
activities,  we  would  be  pleased  to  speak 
to  you  about  your  requirements. 


Nissholwai 

American 

Corporation 

The  American  Subsidiary  of 

Nissho-lwai  Co.,  Ltd. 

Rockefeller  Center 

1211  Avenue  of  the  Americas 

New  York.  NY  10036 

Offices  in  Anchorage/Allanla/ChPcagoiDeiroii/Houston/Los  Angeles/Portland/San  Francisco/Seatlle/Sl  Louis 


wanted  those  assets  to  put  us  on  a  par 
with  Trane  and  Carrier  [leaders  in 
central  commercial  and  industrial  sys- 
tems] because  we  found  it  harder  to 
compete,  particularly  in  our  interna- 
tional markets,  without  the  larger  sys- 
tems. Now  we  won't  be  left  out  any- 
more by  the  architects." 

Technical  coverage  of  the  water- 
front is  one  thing.  Selling  products 
is  quite  another.  This  April  Giordano 
moved  the  manufacturing  operations 
'  of  the  Airtemp  Dayton,  Ohio  plant 
(equipment  for  room  air  conditioners 
and  central  systems)  and  shifted  its 
production  to  Fedders'  Edison,  N.J. 
plant  and  Airtemp's  Winnsboro,  S.C, 
plant.  The  move  will  save  $20  mil- 
lion in  overall  overhead.  Thanks  to 
the  move,  he  says,  Airtemp  will  be 
in  the  black  by  the  third  quarter. 

Once  again,  Giordano  is  brimming 
with  confidence.  He  is  counting  on 
big  sales  from  Fedders'  rotary-pow- 
ered, energy-efiicient  heat  pump  de- 
signed for  central  systems.  The  Senate 
Finance  Committee  recently  approved 
a  tax  credit  of  up  to  $1,000  to  home- 
owners who  install  heat  pumps  in  ex- 
isting homes.  Builders  are  using  heat 
pumps  as  a  pitch  to  sell  houses.  And 
first-quarter  housing  starts  are  up 
42%  over  a  year  ago. 

People  And  Weather 

One  area  Giordano  may  have  going 
against  him,  however,  is  labor  costs. 
So  far  he  has  handled  it  with  a  heavy 
but  effective  hand.  He  says  of  the 
1972  Edison  strike:  "It  was  long  [7)» 
months]  and  costly;  but  labor  has 
been  extremely  cured  since."  Indeed, 
the  last  contract  negotiations  in  Oc- 
tober 1975  went  through,  in  the  com- 
pany's words,  "without  a  hitch."  Gior- 
dano has  already  thought  up  a  solu- 
tion if  there  is  a  strike  at  the  Bowl- 
ing Green  plant.  He'll  simply  move 
the  facilities  to  his  Winnsboro  plant: 
"They've  been  successful  in  not  hav- 
ing any  union  there." 

But  above  all,  Giordano  is  count- 
ing on  the  weather.  Fedders  has  an 
estimated  15%  of  the  fast-growing 
room  air-conditioner  market.  He  is 
hoping  for  a  heat  spell  because  that's 
when  "the  consuming  public  is  going 
to  move  its  spendable  income  to  com- 
fort. The  masses  will  demand  air-con- 
ditioning as  the  climate  requires  it." 

A  long,  hot  summer  might  bring 
Giordano  the  profits  and  the  respite 
he  needs  so  that  he  can  turn  the  com- 
pany over  to  his  sons,  and  in  reason- 
able .shape.  Sales  are  up  in  the  Krst 
two  quarters  of  1976,  and  the  com- 
pany was  modestly  profitable  in  the 
April  quarter.  Bui  it  will  take  a  bit 
of  luck,  becau.se  any  way  you  slice  it, 
Fedders  is  a  small  company  trying 
to  dance  among  the  giants.   ■ 
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When  The  Money  Stopped 

In  Ontario,  consumers  are  going  to  have 
to  learn  to  conserve  electric  power— or  else. 
Else  what?  Else  it  just  won't  be  there. 


Most  American  utility  executives  wor- 
ry these  days  that  they  won't  have 
enough  power  available  to  meet  the 
demand  they  can  see  building  up  for 
1985.  But  not  Robert  B.  Taylor.  He 
knows  he's  not  going  to  have  enough 


nearly  50%  of  the  system's  output 
comes  from  its  hydroelectric  facilities, 
Hydro's  rates  are  so  low  that  Taylor 
doesn't  have  much  hope  that  higher 
prices  will  effectively  reduce  demand, 
at  least  for  his  residential  customers. 


power  to  meet  that  demand.  Taylor      "If  all  the  electricity  you  use  in  a  day,' 


is  chairman  of  Toronto's  government- 
owned  Ontario  Hydro,  North  Ameri- 
ca's second-largest  power  producer 
(after  Tennessee  Valley  Authority). 
And  Ontario  Hydro  is  expanding  its 
capacity  only  enough  to  meet  a  6% 
annual  growth  rate,  not  the  7%  that 
has  been  its  historical  pattern. 

"We  didn't  set  the  target,"  says 
Taylor,  a  former  steel  company  ex- 
ecutive who  took  over  at  Ontario 
Hydro  two  years  ago.  "That  6%  was 
what  fell  out  of  the  provincial  gov- 
ernment saying  earlier  this  year,  'The 
priorities  we  have,  right  or  wrong, 
result  in  your  being  limited  in  your 
borrowing  to  so  much.'  Our  debt  is 
guaranteed  by  the  province,  so  we 
didn't  have  any  choice.  Their  over- 
riding concern  was  the  province's  fi- 
nancial credibility  and,  to  be  specific, 
the  triple-A  credit  rating  they'd  ac- 
quired just  a  year  ago." 

What  this  means,  Taylor  explains,  is 
that  over  the  next  ten  years  Ontario 
Hydro  will  spend  $5.2  billion  less  on 
expansion  than  it  would  otherwise, 
and  increase  its  18.7-million  kilowatt 
capacity  by  4  million  kw  less  than  it 
would  otherwise.  It  also  means  that,- 
if  Ontario  Hydro's  customers  do  not 
change  their  ways,  the  company  will 
begin  running  short  of  power  to  meet 
peak  demand  in  the  early  Eighties. 

"For  the  first  time,"  says  Taylor, 
"Hydro  has  set  limits  to  the  growth  it 
will  plan  to  meet.  This  will  eventually 
affect  the  province's  entire  economy, 
quite  possibly  in  ways  we  can  now 
barely  imagine.  We've  got  some  time 
to  learn' how  to  reduce  our  demand. 
Our  reserves  are  now  over  30%,  which 
is  high:  but  demand  will  catch  up 
with  us  by  1982  if  we  haven't 
achieved  an  annual  growth  rate  of 
6%.  If  it  doesn't  get  down  to  6%  very 
soon,  it  could  be  5%  later." 

Taylor  doesn't  pretend  that  cur- 
tailing consumption  is  going  to  be  all 
that  easy.  With  $8.6  billion  in  as- 
sets and  $1.1  billion  in  revenues,  On- 
tario Hydro  is  basically  a  wholesale 
system,  providing  power  at  cost  to 
some  2.5  million  customers  in  a 
250,000-square-mile    territory.     Since 


he  says,  "costs  you  only  two-thirds 
the  price  of  a  pack  of  cigarettes, 
you're  not  going  to  be  very  con- 
cerned even  if  the  price  doubles."  On- 
tario's power  is  so  cheap,  in  fact, 
that  a  house  can  be  heated  as  cheap- 
ly with  electricity  as  with  oil. 

About  66%  of  Ontario  Hydro's  de- 
mand is  industrial,  however,  and  since 
industry  is  inherently  more  cost-con- 
scious than  residential  users,  Taylor 
hopes  to  reduce  peak  demand  by 
introducing  time-of-day  pricing- 
charging  more  for  power  used  during 
peak  periods.  And  he  also  intends  to 
stop  reducing  the  rate  per  kw  as  a 
customer's  consumption  rises. 

Teaching  Power 

Beyond  that,  there's  not  much 
Taylor  can  do  except  apply  the  power 
of  persuasion— to  industry  through  a 
series  of  seminars  explaining  how  it 
can  save  money  by  cutting  power 
costs,  and  to  residential  customers 
through  a  stepped-up  advertising 
campaign.  "We'll  have  a  voluntary 
program,"  Taylor  says,  "until  we  see 
it's  not  working.  But  we're  not  work- 
ing alone.  The  federal  and  provincial 
governments  are  as  interested  as  we 
are.  Building  codes,  specifications  for 
appliance  efficiency— these  things  are 
already  in  the  cards." 

Will  Hydro's  conservation  efforts 
succeed?  At  this  point,  Taylor  doesn't 
yet  know,  but  he  remembers  Ontario's 
brownouts  in  the  late  Forties.  "The 
Royal  York  (then  Toronto's  most  pres- 
tigious hotel)  used  to  cut  the  power 
off  for  15  minutes  every  afternoon  at 
4:30  and  everybody  applauded." 
Maybe  something  like  that  will  hap- 
pen again.  Maybe  not.  But  truth  of 
the  matter  is  that  only  external  re- 
strictions on  demand— like  those  im- 
posed on  Hydro  by  the  province  and 
on  U.S.  utilities  by  events— are  likely 
to  wean  customers  from  their  open- 
ended  use  of  electricity  and  the  power 
producers  from  their  equally  open- 
ended  production  to  meet  demand. 
Says  Taylor:  "As  the  old  hymn  says, 
'New  occasions  teach  new  duties,'  so 
Hydro  has  been  changing."  ■ 


company 

We  just  came  in  86th,  and 
we're  impressed. 

That's  where  Amcord  ranks 
in  terms  of  five-year  annual 
earnings  growth  among  all 
of  the  1,531  New  York  Stock 
Exchange-listed  companies* 
This  places  us  among  the  top 
6% . . .  not  bad  company. 

Management  has  increased 
productivity  across  the  board 
and  our  employees  have  made 
a  determined  effort  to  control 
costs  and  inventories. 

The  result  has  been  a  184% 
increase  in  Amcord  earnings 
over  a  five-year  period.  And, 
to  the  benefit  of  our  share- 
holders, this  has  been  trans- 
lated into  a  35%  increase  in 
Amcord's  cash  dividend  rate 
in  the  past  two  years  alone. 

We're  proud  to  be  86th  on  one 
list  and  equally  delighted  to 
be  1st  on  another.  Last  year, 
Amcord  outpaced  every  one 
of  the  nation's  other  leading 
cement  producers  in  earnings 
with  a  12%  increase  in  net 
income. 

Amcord  didn't  get  this  far  by 
standing  still.  Just  ask  our 
shareholders. 


William  T.  Pascoe,  III 
Chairman  of  the  Board  and 
Chief  Executive  Officer 
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AMCORD 

isted  ftYSE.PSE.  Symbol   AAC. 


WilliamT  Pascoe.  Ill,  Chairman 
Amcord,  Inc 

610  Newport  Center  Drive 
Newport  Beach.  California  92663 


I  want  to  hear  more  about  your  company 
and  the  industries  it  serves   My  card 
is  attached 


'DAILY  GRAPHS,  March  1976, 
William  O  Neil  and  Co.  Incorporated 
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Hilton  Turns  The  Tables 

For  Hilton  Hotels^  it  was  often  a  case  of  revenues  up, 
earnings  down.  Now  it's  the  other  way  around. 


Mom  and  dad  can  play  harder  at  the 
Las  Vegas  Hilton  because  the  kids 
have  a  special  place  to  play. 


In  the  game  of  Monopoly,  the  play- 
er who  owns  the  most  hotels  usually 
wins.  But  in  real  life,  owning  a  lot  of 
hotels  can  be  a  losing  proposition. 

Beverly  Hills-based  Hilton  Hotels 
Corp.  used  to  own  nearly  as  many 
U.S.  hotels  as  anyone,  29  of  them. 
Year  after  year  Hilton's  hotels  yielded 
higher  revenues  and  a  generous  cash 
flow  from  depreciation.  The  trouble 
was,  soaring  interest,  construction  and 
upkeep  costs  left  the  company  with 
dwindling  profits.  By  late  1974  Hil- 
ton's stock  had  sunk  to  4  despite  a 
cash  flow  of  $2.60  per  share,  and  re- 
ported earnings  had  been  stuck 
around  $1  per  share  for  six  years. 

That  brought  the  truth  home  in 
very  painful  terms  to  Barron  Hilton, 
the  company's  48-year-old  president, 
whose  family  owned  26%  of  the  out- 
standing shares. 

So  Hilton  switched  strategies  early 
last  year.  He  sold  a  half -interest  in  six 
of  his  best  hotels— in  San  Francisco, 
Los  Angeles,  Beverly  Hills,  Dallas, 
Washington  and  Tarrytown,  N.Y.— to 
Prudential  Insurance  for  $83  million. 
His  plan:  to  manage  new  hotels  for  a 
fee  rather  than  own  them,  thus  free- 
ing a  big  chunk  of  capital  for  high- 
er-return uses. 

The  results  showed  in  Hilton's 
1975  report.  With  six  hotels  no  longer 
consolidated,  revenues  dropped  from 
$384  million  to  $354  million.  Profits 
per  share,  however,  rose  from  $1.08 
to  $1.41— this  in  a  recession  year  with 
occupancy  rates  down. 

Part  of  the  profits  gain  came  from 
Hilton's  two  hotel-casinos  in  Las  Veg- 
as, which  bucked  the  recession,  but 
the  rest  came  from  the  redeployment 
of  capital.  Aftertax  profits  suffered  by 
about  $2.5  million  in  consequence  of 
Hilton  having  partners  in  the  six  ho- 
tels. However,  this  was  almost  off- 
set by  an  aftertax  gain  of  $1.5  million 
in  its  hotel  management  fees. 

With  $24  million  in  cash  from  Pru- 
dential, and  freed  of  mortgages  on 
the  six  hotels,  Hilton  sharply  cut  its 
debt  from  $176  million  to  $118  mil- 
lion. In  all,  Hilton  reduced  interest 
and  depreciation  charges  by  $3.2  mil- 
lion after  taxes.  The  company  used 
another  $25  million  of  the  Prudential 
proceeds  to  buy  in  its  own  stock  at 
prices  sharply  below  today's  market 
value;  this  helped  earnings  per  share. 
A  scant  year  and  a  half  ago,  Hilton 
stock,  presplit,  sold  for  the  equivalent 
of  4.  It  now  trades  around  17.  The 
Hilton  family's  holding  rose  from  26% 
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to  31%,  its  market  value  from  $16  mil- 
lion to  $68  million. 

As  for  the  casinos,  they  are  adding 
a  whole  new  source  of  earnings  le- 
verage. The  Las  Vegas  Hilton  and 
The  Flamingo,  which  Barron  Hilton 
nought  from  Kirk  Kerkorian's  Inter- 
national Leisure  Corp.  in  1971,  in- 
creased in  pretax  earnings  from  $11.1 
million  to  $16.7  million  in  1975.  That 
was  well  short  of  the  $23  million  they 
netted  in  1973,  before  the  opening  of 
MGM's  Grand  Hotel  in  Las  Vegas. 
But  with  something  like  two-thirds  of 
their  net  coming  from  the  gaming 
tables,  the  Vegas  properties  earned 
nearly  twice  as  much  per  revenue 
dollar  as  Hilton's  other  hotels. 

Small  wonder,  then,  that  Hilton  has 
added  600  rooms  to  one  of  the  Vegas 
hotels,  plans  to  add  500  to  the  other 
and  may  open  another  hotel-casino  in 
Reno  in  the  not  too  distant  future. 
His  only  fear,  probably  groundless, 
is  that  his  gambling  earnings  may  go 
above  50%  of  the  total  and  thus  tar- 
nish the  company's  freshly  improved 
image  on  Wall  Street. 

Hilton  owns  the  Las  Vegas  proper- 
ties lock,  stock  and  bar  stool— a  seem- 
ing violation  of  his  new  strategy. 
"We're  keeping  the  whole  pie  to  our- 
selves," he  smiles.  The  company  also 
owns  100%  of  17  other  hotels  with 
$195  million  revenues  last  year,  over 
half  the  company's  total. 

Hilton's  main  expansion,  however, 
will  be  in  managed  and/or  franchised 
properties.  It  is  managing  the  just- 
opened  Atlanta  Hilton  with  no  own- 
ership interest;  it  will  own  only  a 
25%  interest  in  the  New  Orleans 
Hilton,  scheduled  to  open  next  year. 
Hilton  is  considering  a  1,500-room 
addition  to  the  50%  owned  Hilton 
Hawaiian  Village  in  Honolulu,  per- 
haps the  only  hotel  on  Wailciki  Beach 
with  room  to  expand. 

This  year  Hilton's  occupancy  and 
room  rates  are  improving,  though  a 
17-day  strike  in  Las  Vegas  could  re- 
strict any  earnings  gain.  But  in  switch- 
ing strategies,  and  eliminating  some 
heavy  ownership  costs,  its  chances 
for  showing  a  gain  are  greatly  in- 
creased. "If  you  are  a  certain  kind 
of  investor,  ownership  and  cash  flow 
are  fine,"  says  Barron  Hilton.  "But  for 
us,  immediate  earnings  per  share  are 
what  we  are  seeking." 

Every  Monopoly  player  knows  that. 
Owning  hotels  on  Boardwalk  and 
Park  Place  is  great— if  you  don't  tie 
up  all  yonr  money  buying  them.   ■ 
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Faces  Behind  the  Figures 


I  Shall  Return 

Last  summer  Rudolph  J.  Drews 
was  introduced  to  Victor  Posner  in 
Posner's  penthouse  suite  at  New 
York's  Plaza  Hotel,  and  soon  was  en- 
joying the  pleasures  of  Posner's  100- 
foot  yacht  as  well.  Posner,  a  onetime 
Baltimore  slumlord  who  pays  himself 
$1  million-a-year-plus  for  running  a 
nest  of  so-so  public  companies,  in- 
cluding NVF  Corp.  and  Sharon  Steel, 
is  not  to  everyone's  taste.  But  to  Rudy 
Drews  he  represented  opportunity. 

In  1974  Drews  resigned  under  pres- 
sure as  chairman  and  chief  executive 
of  San  Francisco's  Foremost-McKes- 
son,  the  $2.4-billion  food,  drug  and 
chemical  company.  "I'll  be  back,"  he 
vowed  angrily.  Suddenly  a  year  later 
there  was  Victor  Posner,  offering 
Drews  the  means  to  get  back  by  be- 
coming Posner's  agent  in  a  bid  to  take 
over  the  company.  Posner  was  also  of- 
fering $17  a  share  in  cash  at  a  time 
when    Drews'    85,000    shares    were 


worth  only  $12  on  the  market.  Drews 
scurried  iDack  to  San  Francisco  to 
start  corralling  other  shares. 

His  strategy  was  to  enlist  Fore- 
most's  outside  directors— but  without 
telling  them  he  represented  Posner, 
whose  takeover  tactics  have  made 
him  the  scourge  of  boardrooms  coast- 
to-coast.  When  the  directors  and  the 
company  learned  that  Drews  repre- 
sented Posner,  their  answer  was  "no 
deal."  And  when  they  found  that 
Posner  had  already  bought  6.6%  of 
the  stock  on  the  open  market,  they 
sued  to  prevent  him  from  acquiring 
more,  listing  Drews  as  a  co-conspira- 
tor in  an  alleged  attempt  to  loot  the 
company.  Drews,  who  will  receive  a 
$175,000  salary  from  the  company 
for  two  more  years,  was  accused 
of  supplying  Posner  with  inside  in- 
formation to  aid  his  takeover  attempt. 
Posner  countered  with  a  lawsuit  of 
his  own,  plus  a  higher  offer  of  $27  a 
share   in   not-very-prime   debt   paper. 

There  the  matter  stands.  Drews,  of 


Rudolph  J.  Drews 

course,  maintains  his  innocence.  "I 
was  stunned  when  I  learned  I  was 
named  as  a  co-conspirator,"  he  says. 
But  whatever  his  exact  role,  Rudy 
Drews  has  returned.  ■ 


Some  Customer! 

Colonel  Fielding  Lewis  was 
George  Washington's  brother-in-law, 
married  to  his  younger  sister,  Betty. 
Lewis  was  a  rich  and  industrious 
Virginia  farmer,  tobacco  trader,  miller 
and  land  speculator,  who  built  for 
Betty  Washington  Lewis  "Kenmore," 
the  biggest  mansion  in  Fredericks- 
burg; it  is  now  maintained  by  The 
Kenmore  Association. 

In    1775   the    Virginia   Convention 
appointed  Colonel  Fielding  Lewis  and 
Major    Charles     Dick    commissioners 
"To  Form,  Establish  and  Conduct  a 
Manufactory     of     Small     Arms     at 
Fredericksburg."  When  the  cost  of 
the    undertaking    soon    exceeded 
the  initial  grant  of  2,500  pounds 
($50,000  in  those  days),  Lew- 
is   advanced    thousands    of 
pounds  of  his  own  to  keep 
the     gun  works     operating 
throughout   the    Revolu 
tion.     Historians     even 
venture      that     with- 
out the  muskets  and 
arms      repairs      the 
gunnery       provided 
to    the    Continental 
Army,      the      colonists 
might  have  failed. 

Lewis  and  Dick  were  badly  re- 
warded. "The  first  year  being 
1776,"  wrote  Dick  of  their  labors, 
"they  succeeded  in  putting  the 
Factory  on  an  extraordinary  good 


Colonel  Fielding  Lewis 


footing,    for    which    the    Honorable 
House  allow'd  them  . . .  Each  £  182.10. 
Although   they   thought   it   not   ade- 
quate  to   their   services,   they   acqui- 
esced. For  the  year  1777,  they  were 
allow'd  the  same,  and  as  the  money 
had   received   no   great   depreciation, 
they    said   nothing.    The   year    1778, 
they  were  allow'd   £,300  each,  from 
which  deducting  the  Depreciation  as 
settled  by  Congress  amounts  only  to 
£54.18.     The     year     1779     allow'd 
£1,000     each,     only     worth     £43." 
(Lewis  and  Dick  had  paid  out  good 
English  pounds,  but  were  paid  in  al- 
most   worthless    Continental    dollars; 
this  is  the  depreciation  referred  to.) 
Lewis,  as  Chairman  of  Safety 
for    the    Colony,     traveled    all 
over   Virginia   soliciting  finan- 
cial aid  as  well  as  army  en- 
listments.   Further  entreaties 
to  the  Virginia  treasurer  for 
a  full  recompense  were 
to  no  avail.  Neither  Lewis 
nor  Dick  was  ever  reim- 
bursed. Lewis  died  penniless 
in  1782.  His  widow  lived  for 
another    15   years     at  "Ken- 
more," also  in  a  nearly  penni- 
less condition. 
If  historical  analogy  is  any  com- 
fort  at   all,    this   Uttle    tale   could 
even  be  useful.  It  might  serve  to 
make  some  of  our  shipbuilders,  par- 
ticularly Tenneco  and  Litton,  feel 
a    bit    better    about    their    claims 
against  the  U.S.  Navy.  ■ 
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Faces  Behind  the  Figures 


Hair  Of  The  Dog? 

"Some  people  have  the  idea  that  if 
you  have  a  bad  hangover  you  get 
you  another  bottle  of  whiskey," 
drawls  Senator  Herman  Talmadge, 
62,  (Dem.,  Ga.).  "That  might  make 
you  feel  better  for  an  hour  or  two, 
but  what  we're  trying  to  do  is  correct 
the  hangover  without  more  whiskey." 

That's  how  the  powerful  four-term 
lawmaker,  who  heads  the  Senate  Fi- 
nance Committee's  subcommittee  on 
health,  explains  his  Medicare  and 
Medicaid  Administrative  &  Reim- 
bursement Reform  Act. 

It's  common  knowledge  that  the 
two  national  health-care  systems  are 
a  mess.  They  have  been  scandal- 
ridden  since  their  inception,  with  one 
scheme  to  defraud  the  Government 
after  another  being  revealed  in  the 
daily  press.  They  are  also  inflation- 
ary. Health-care  costs  paid  for  by  the 
Federal  Government  have  led  the  rise 
in  health-care  costs  nationally,  which 
have  themselves  outpaced  inflation. 

Talmadge 's  bill  seeks  remedies  in 
four  specific  areas : 

•  Administration.  It  would  pull  to- 
gether administration  of  the  systems, 
which  is  now  scattered  among  sev- 


eral federal  agencies. 

•  Fraud  and  abuse.  It  would  cre- 
ate a  fraud-  and  abuse-control  unit 
with  power  to  investigate  and,  if 
necessary,  prosecute. 

•  Physician  reimbursement.  Physi- 
cians could  no  longer  have  percent- 
age-of-volume  contracts  with  hospi- 
tals, but  would  be  paid  only  on  the 
basis  of  work  actually  performed 
with  patients. 

•  Hospital  reimbursement.  Uniform 
cost  accounting  would  be  imposed  for 
all  hospitals  so  costs  could  be  com- 
pared. There  would  be  incentives  for 
cost  control. 

What's  all  this  got  to  do  with  hang- 
overs? Just  this:  What  has  been  done 
to  date  about  government-financed 
health  care  has  given  everyone  a  pow- 
erful headache.  Some  people  now  are 
saying  that  what  we  need  is  cradle- 
to-grave  coverage.  That  kind  of  hair- 
of-the-dog  talk  alarms  the  conserva- 
tive Talmadge.  "I  don't  think  it's 
necessary  and  I  don't  think  we  can 
afford  it,"  he  says.  "It  could  cost  an 
additional  $100  billion  a  year.  Be- 
fore we  can  even  consider  any  further 
expansion  of  health  care,  I  think 
we've  got  to  bring  what  we  now  have 
under  control."  ■ 


Senator  Talmadge 


Pension  Politics 

In  1973  Hastings  Keith  retired  after 
working  two  decades  for  the  Federal 
Government— seven  terms  in  Congress 
and  six  years  in  the  Army.  His  pension 
was  $1,560  a  month.  Today  it  has 
grown  to  $2,208.  That's  a  36%  jump 
in  three  years— about  25%  more  than 
the  increase  in  the  cost  of  living. 

"My  pension  is  a  scandal,"  says  the 
61-year-old  Massachusetts  Republi- 
can. (Five  generations  of  his  Yankee 
ancestors  were  mayors  of  conserva- 
tive Brockton.)  Keith's  annuity,  like 
those  of  2.3  million  other  federal  re- 
tirees, is  linked  to  the  Consumer 
Price  Index.  That  doesn't  bother  him, 
though  it  does  make  the  Govern- 
ment's $16-bLllion  annual  pension  tab 
its  most  frequently  adjusted  transfer 
payment.  What  irks  Keith  is  the  way 
those  increases  are  implemented. 

The  complex  pension  law  requires 
a  five-month  waiting  period  before  re- 
tirees get  their  inflation  adjustments. 
To  compensate  for  that  delay,  it  al- 
lows an  extra  1%  increase  whenever 
payments  rise.  That  has  happened 
six  times  since  Keith  retired.  The  gov- 
ernment-recognized cost  of  this  hid- 
den bonus  is   $100  million  annually. 


Hastings  Keith 


But  Keith  says  it's  actually  much 
more,  since  future  annuities  are  fig- 
ured on  top  of  the  1%-plus  base. 

"That  makes  Social  Security  rela- 
tively sound  compared  with  the  fed- 
eral pension  plan,"  he  explains,  point- 
ing out  that  unfunded  liabilities  are 
$97.2  billion  and  that  the  lavish  bene- 
fits may  actually  push  personnel  out 
of  public  service  since  pensions  rise 
faster  than  salaries. 

What's  the  answer?  Shorten  the 
time  lag  for  paying  adjustments,  elim- 
inate the  kicker  and  save  the  Goveni- 
ment  $2  billion  over  the  next  five 
years,  says  Keith.  He  now  spends 
much  of  his  time  lobbying  for  pension 
reform  and  advocates  a  temporary 
freeze  on  pensions  of  all  federal  work- 
ers who  have  retired  since  1969 
(when  the  bonus  was  enacted)  to  re- 
coup overpayments.  Without  such  ac- 
tion, he  warns,  federal  pension  costs 
will  double  by  1981. 

"You  can't  blame  govenmicnt  em- 
ployees for  taking  advantage  of  the 
system,"  concludes  Keith,  who  lias 
the  security  of  a  partnership  in  his 
family's  insurance  firm  on  top  of  his 
generous  benefits.  "I'm  taking  my 
money  because  I  worked  for  it,"  he 
adds.  "But  it's  wrong."  ■ 
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Bigger  And 
Better  Things 

Thirteen  years  of  selling  computers 
to  insurance  companies  for  IBM  was 
enough  for  David  Harbin:  "It  was 
either  nestle  down  or  get  out."  Har- 
bin got  out,  to  a  friend's  little  com- 
puter software  company  with  an 
accounts-payable,  accounts-receivable 
system.  "After  about  three  months,  I 
went  to  him  and  said,  'You're  broke 
and  don't  even  know  it.'  The  software 
business  takes  a  lot  of  money  and  he 
just  didn't  have  enough.  I  tried  to 
raise  some  to  do  something  on  my 
own,  but  1969  just  wasn't  the  time 
for  that." 

Harbin's  guardian  angel  must  have 
been  working  overtime.  The  next  thing 
the  46-year-old  Texan  knew,  there 
was  a  committee  from  15  insurance 
companies,  led  by  such  biggies  as  Aet- 
na, Mutual  of  New  York  and  South- 
land Life,  knocking  on  his  front  door. 
"They  said,  'Here's  $4  million.  Help 
us  solve  this  pain.' "  The  pain  was  all 
those  computers  that  Harbin  had  been 
selling.  The  understated  reply:  "This 
sounds  a  little  like  what  I  had  in 
mind  myself." 

Buying  a  computer  was  one  thing; 


getting  it  to  solve  insurance  problems 
was  another.  By  the  late  Sixties  the 
15  companies  discovered  that  each 
was  spending  hundreds  of  thousands 
of  dollars  on  exactly  the  same  soft- 
ware adaptations.  The  obvious  solu- 
tion: Set  up  a  company  to  develop 
and  sell  software  services  to  the  in- 
surance industry.  The  obvious  candi- 
date to  head  it:  David  Harbin. 

Thus  handsomely  capitalized.  In- 
surance Systems  of  America  was  able 
to  cut  a  broad  swath  in  the  software 
business.  ISA  was  able  to  deliver  sys- 
tems that  worked  for  as  little  as  half 
what  it  would  cost  a  company  to 
do  its  own  adapting.  From  a  bond  and 
stock  inventory  system,  ISA's  oflFerings 
have  grown  to  23  major  systems  suit- 
ed to  industry  needs— everything  from 
reserve  valuation  to  claim  payment 
systems.  Some  190  companies,  includ- 
ing 40  of  the  top  50  insurers,  have 
turned  up  as  customers. 

With  sales  running  over  $5  million 
annually  and  the  first  trickle  of  prof- 
its beginning  to  flow,  Harbin  has  be- 
gun to  think  about  expanding  beyond 
the  insurance  industry— and  attracting 
equity  beyond  the  consortium  that  has 
backed  ISA  to  date.  "It  is  very  im- 
portant to  establish  your  credibility. 


Harbin  of  Insurance 
Systems  of  America 

and  we've  done  that,"  says  Harbin. 
"But  what  are  the  characteristics  of 
the  insurance  industry?  It's  closely 
regulated,  it  generates  tons  of  paper, 
and  it  needs  very  effective  controls. 
Isn't  the  same  thing  true  of  half 
a  dozen  other  businesses?"  ■ 


Roberts  of  Connecticut  General 


Board  Power 

Several  weeks  ago  Chairman  Henry 
Roberts  of  Connecticut  General  Life 
Insurance  sent  off  a  barrage  of  per- 
sonal letters  to  executives  like  General 
Motors  Chairman  Thomas  Murphy, 
Roberts'  fellow  directors  at  General 
Foods  and  Southern  New  England 
Telephone  Co.,  and  Securities  &  Ex- 
change Commissioner  Roderick  M. 
Hills,  with  a  suggestion. 

Roberts  was  casting  doubts  on  the 
wisdom  of  holding  both  the  chairman 
and  chief  executive  titles  at  once. 

At  CG,  Roberts,  who  at  60  stepped 
down  as  chief  executive  on  July  1  af- 
ter 19  years,  but  remains  board  chair- 
man, has  persuaded  his  board  that 
henceforth  the  board  chairman  and 
chief  executive  must  be  different  men, 
each  reporting  to  the  board. 

Trivial?  To  Roberts  it's  a  much- 
needed  way  of  strengthening  the 
board's  backbone  so  that  both  it  and 
management  have  "explicit  under- 
standings of  their  respective  roles  and 
relationships." 

For  example,  Roberts  also  insisted 
upon  a  board-written  statement  of 
purpose.  The  plan  says  that  CG's 
board  is  there:   1)   to  ensure  that  the 


company  has  acceptable  direction 
and  plans;  2)  that  management  is 
managing  effectively  in  accordance 
with  such  plans  and  all  legal  require- 
ments; 3)  that  the  future  health  of 
the  corporation  is  not  jeopardized  by 
risks;  and  4)  that  "the  board's  method 
of  accomplishing  these  things  is  to 
appoint  the  management,  reach 
agreement  with  management  on  ma- 
jor policies  and  objectives,  approve 
major  transactions  recommended  by 
management,  inspect  and  evaluate 
management's  work,  determine  the 
nature  and  extent  of  management's 
rewards  and  change  the  management 
from  time  to  time  as  necessary." 

In  short,  the  board  should  stop  be- 
ing a  management  appendage  and 
start  showing  who's  the  real  boss. 

It's  an  original  approach,  and  as 
Roberts  freely  concedes,  the  ideas 
trace  directly  to  the  newly  published 
Putting  the  Corporate  Board  to  Work 
by  Courtney  C.  Brown,  who  recently 
retired  as  dean  of  Columbia  Uni- 
versity's Graduate  School  of  Business. 
Says  Toronto-bom  Roberts,  "We  spec- 
ulate that  such  an  arrangement  may 
well  become  more  common  among 
major  American  corporations." 

But  don't  hold  your  breath.   ■ 
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Ibu're  looking  at  one  of 
the  largest  financial  structures 

in  the  world. 


In  terms  of  assets,  experience  and  expertise,  the  Bankers 
Trust  symbol  should  be  recognized  as  a  landmark. 

But,  to  many  people,  we're  still  just  "the  bank  for  trusts." 

For  25  years,  this  bank  for  trusts  has  been  one  of  the  10 
largest  commercial  banks  in  the  nation.  Our  assets  are 
over  19  billion  dollars. 

Our  scope  is  worldwide,  in  34  countries  on  six  conti- 
nents. We've  been  a  major  financial  presence  in  New  York 
for  over  70  years,  in  London  for  over  50  years. 

We  offer  a  staggering  variety  of  quality  services.  A  list 
of  our  divisions  alone  would  fill  up  this  page. 

As  you  might  expect,  our  staff  is  professional  to  the 
core.  But  that  doesn't  mean  we're  traditional  to  the  core. 
We've  been  responsible  for  a  wide  variety  of  banking 
innovations. 

Like  the  Floating  Rate  Note  in  the  Eurobond  market. 
Or  the  first  computerized  letter  of  credit  system. 

Or  the  Money  Center,  a  modern  centralized  headquar- 
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ters  for  dealing  with  government  and  municipal  bonds, 
foreign  exchange,  and  money  market  instruments. 

And  yes,  we're  also  "the  bank  for  trusts"  — the  preemi- 
nent bank  in  the  field  of  employee  benefits,  a  leader  in 
almost  every  aspect  of  trust  administration  and  investment, 
the  nation's  foremost  Directed  Trustee,  the  pioneer  in  bene- 
fits research,  savings  plans,  stock  purchase  plans,  and  em- 
ployee record  keeping,  to  name  a  few  areas. 

Wherever  you  see  the  Bankers  Trust 
Pyramid,  you're  dealing  with  a  full  service 
bank  in  the  fullest  sense  of  the  word,  with 
the  capacity  to  raise,  lend  and  manage 
money  worldwide. 

Ask  anyone  who  has  done  business 
with  us  — a  visit  to  the  Pyramid  can  be  a 
rewarding  experience. 

Bankers  Trust  Company 


Commercial  bankers  are  usually 
conservative  types.  When  the  youth 
culture  was  dominating  the  behavior 
of  much  of  the  U.S.,  a  beard  in  a 
banking  building  was  a  rarity— and  it 
usually  belonged  to  a  customer.  Dark 
suits,  highly  shined  shoes— black,  of 
course— remained  the  uniform. 

But  if  the  uniform  remained  the 
same,  few  other  things  did.  Bankers 
were  acting  in  new  and  surprisingly 
breezy  ways.  They  were  pushing 
loans,  not  merely  granting  them.  They 
were  emphasizing  retrun  on  capital 
more  and  return  of  capital  less.  One 
consequence  of  this  new  venture- 
someness  was  the  billions  of  dollars 
in  bad  and  near-bad  loans  that  the 
banking  system  is  trying  to  digest  to 
this  day. 

The  recession  has  made  loan  of- 
ficers cautious  again,  but  it  ^jasn't 
slowed  the  pace  of  change  that  is 
taking  place  in  the  industry.  By  1980 
banking  will  be  almost  unrecogniz- 
able, even  in  1976  terms. 

The  distinctions  between  different 
types  of  banks  are  already  blurring. 
The  distinctions  may  soon  almost  dis- 
appear. Savings  banks  may  be  mak- 
ing commercial  loans  and  offering 
interest-bearing  checking  accounts. 
Commercial  banks  will  be  drawing  in 
sayings  at  rates  that  are  under  the 
same  ceilings  as  the  thrift  institutions. 
All  will  clear  each  other's  checks.  And, 
increasingly,  all  of  them  will  be  op- 
erating across  state  lines  {see  p.  50). 
In  1977  Congress  is  likely  to  consider 
again  the  merits  of  the  1933  Glass- 
Steagall  Act  {see  p.  60),  which  pro- 
hibited the  banks  from  underwriting 
securities.  On  the  following  pages, 
Forbes  describes  many  of  these  im- 
pending changes.  Some  of  them  will 
come  about  through  changing  the 
laws,  some  from  bending  existing 
laws,   some  from  regulatory  recogni- 

FORBES,  JULY   1,   1976 


1976  Bank  Survey 

The  Pace  Of  " 

Change  Quickens 


r// 


5200   1 
;i  0  li  i-  u  I 


9l^f^' 


tion  of  de  facto  encroachment.  The 
changes  have  been  fostered  mainly  by 
the  deliberate  policy  of  Arthur  F. 
Bums'  Federal  Reserve  Board  to  alter 
its  regulations  in  the  absence  of  spe- 
cific Congressional  action. 

The  end  result  may  well  be  the 
so-called  checkless  society.  Its  advent 
has  been  proclaimed  for  a  decade  or 
more,  but  its  arrival  has  been  con- 
stantly delayed.  The  delays  are  about 
over.  Increasingly,  people  will  pay 
for  purchases  with  debit  cards,  which 
will  instantaneously  transfer  money 
from  the  purchaser's  bank  account  to 
the  seller's.  A*"  the  same  time,  payrolls 
will  be  deposited  automatically  in  the 
employee's  bank  account— no  waiting 
in  line,  no  laborious  filling  out  of  de- 
posit slips.  And— of  course— there  will 
be  a  good  deal  less  "float"  for  the 
banks;  money  will  move  faster,  much 
faster. 

In  the  course  of  all  this,  there  will 
be  ample  opportunity  for  the  banks 
to  make  mistakes  and  lose  money— 
and  position.  But  there  will  also  be 
more  than  ample  opportunity  for 
them  to  grow  and  to  render  a  major 
service  to  an  economy  that  needs  ev- 
ery dollar  of  capital  it  can  get.  ■ 
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The  Barriers 
Are  Falling  Fast 


By  law,  banks  are  supposed  to  stay  in  their  own  states,  but  the 
big  banks  are  managing  to  go  national  in  spite  of  the  law. 


"We're  a  bank— unless  you're  a  law- 
yer," says  the  head  of  the  Chicago 
representative  office  of  a  large  New 
York  City  bank.  In  theory  and  by  law, 
the  New  York  bank  isn't  supposed  to 
be  in  Chicago,  but  it  is— and  as  the 
man  says,  only  a  lawyer  could  tell 
the  difference  between  his  representa- 
tive office  and  a  real  bank.  As  is  only 
fair,  the  Chicago  banks  have  coun- 
tered this  invasion.  First  Chicago 
Corp.,  Continental  Illinois  Coip.,  Har- 
ris Bankcorp.  and  Northern  Tnist  Co. 
all  have  permanent  offices  in  New 
York  City. 

BankAmerica  Coip.  is  seeking  list- 
ing on  the  New  York  Stock  Exchange. 
Why?  Partly  as  a  form  of  advertising 
to  make  it  better  known  oiitside 
its  home  state  of  California.  The  list- 
ing, says  President  A.W.  (I'om) 
Clausen,  "will  enhance  BankAmerica's 
role  as  a  national  and  international 
institution." 

The  McFadden  Act  of  1927  specif- 
ically prohibits  national  banks  from 
jumping  across  state  lines  even  if  a 
line  cuts  a  metropolitan  area  in  half— 
as  it  does  in  the  New  York  City  (New 
York/ New  Jersey/ Connecticut)  and 
St.  Louis   (Missouri/Illinois)   areas. 

But  the  McFadden  Act  is  slowly 
becoming  a  dead  letter— with  the  full 
knowledge    of    the    Federal    Reserve 


Board.  The  old  Edge  Act  (1919) 
proved  to  be  an  early  loophole.  The 
Act  was  passed  to  enable  U.S.  banks 
to  compete  more  easily  overseas  by 
forming  what  are  known  as  "Edge 
Act  corporations."  Through  such  a 
subsidiary,  for  example,  a  New  York 
bank  could  legally  solicit  business 
irom,  say,  a  Chicago  corporation  that 
was  doing  business  overseas.  Gradual- 
ly, to  facilitate  this  business,  several 
banks  opened  offices  for  their  Edge 
Act  subsidiaries  outside  their  home 
states.  There  are  limits  to  what  these 
offices  can  do,  but  they  were  a 
breach  in  the  wall.  (Outside  the 
country,  Edge  Act  corporations  are 
subject  only  to  the  laws  governing 
the  activities  of  banks  in  the  foreign 
country  concerned,  and  can  get  into 
businesses  like  investment  banking 
and  acquire  equity  in  foreign  banks. ) 

The  Soft  Spread 

Another  loophole  was  the  bank 
holding  company  concept.  At  first  its 
potential  was  not  fully  realized.  Un- 
til 1956  bank  holding  companies 
could  control  different  banks  in  two 
or  more  states,  but  only  a  few  did— 
notably  BanCal  Tri-State,  First  Bank 
System  and  Northwest  Bancorp. 

This  loophole  was  eventually 
tightened  by  the  Bank  Holding  Com- 


pany Act  of  1956,  which  forbade  any 
further  acquisitions  across  state  lines 
and  also  restricted  the  nonbanking 
activities  of  nmltibank  holding  com- 
panies, though  exempting  one-bank 
holding  companies.  (This  second 
restriction  was  later  reopened  by 
amendments  in  1970.) 

The  1956  Act  affirmed  the  exist- 
ence of  the  growing  numbers  of  bank 
holding  companies,  but  sharply  lim- 
ited them  to  banking  activities  and 
put  them  under  stricter  federal  super- 
vision in  response  to  the  specter  of 
vast  financial  empires  controlling  a 
diversity  of  affiliated  enterprises,  all 
free  from  government  super\ision.  The 
holding  companies  were  required  to 
get  rid  of  most  of  their  nonbanking 
activities,  and  they  were  also  prohib- 
ited from  acquiring  more  than  5%  of 
the  stock  of  a  bank  operating  out- 
side their  state  of  principal  opera- 
tions, unless  the  host  state  specifically 
permitted  such  entry  by  a  "foreign" 
bank  holding  company. 

Thus  banks  and  bank  holding  com- 
panies were  at  first  helpless  against 
consumer  finance  companies,  retail- 
ers, mortgage  lenders  and  commer- 
cial  finance   companies    that    invaded 
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their  turf  in  the  late  Fifties  and  early 
Sixties.  But  in  1970  they  got  a  way 
to  fight  back:  Congress  passed  the 
Bank  Holding  Company  Act  Amend- 
ments listing  specific  permitted  activi- 
ties for  bank  holding  company  sub- 
sidiaries. Also,  for  the  first  time,  one- 
bank  holding  companies  were  brought 
under  the  same  regulations  as  multi- 
bank  holding  companies. 

Holding  company  subsidiaries,  with 
no  geographical  restrictions  such  as 
hemmed  in  the  banks,  could  now,  with 
Federal  Reserve  Board  approval,  en- 
gage in  any  of  the  following:  con- 
sumer or  commercial  finance,  includ- 
ing credit  card  operations  and  mort- 
gage lending;  owning  industrial  banks 
(non deposit  savings  &  loan  institu- 
tion which  finances  businesses ) ;  loan 
servicing;  trust  operations;  financial 
advisory  services  (including  advising 
real  estate  investment  trusts ) ;  leasing; 
investments  in  community-welfare 
projects;  bookkeeping  and  data  pro- 
cessing services;  credit-related  insur- 
ance. In  fact,  the  BHC  subsidiaries 
can  do  virtually  anything  a  bank  can 
do,  and  then  some.  There  is  only  one 
major  restriction:  They  may  not  ac- 
cept deposits. 

In  the  short  space  of  time  since 
1970  (with  a  few  operations  predat- 
ing that  year),  the  largest  of  the  bank 
holding  companies  have  become  na- 
tionwide in  scope.  BankAmerica,  for 
example,  operates  in  32  states  through 
336  nonbank  oflBces  in  places  ranging 
from  New  York  City  to  Des  Peres, 
Mo.,  Great  Bend,  Kan.  and  Gulf- 
port,  Miss.  Citicorp  operates  in  30 
states  and  Manufacturers  Hanover  in 
16.  A  much  smaller  bank  holding 
company,  but  one  known  for  aggres- 
siveness, 21st-ranked  First  Pennsyl- 
vania Corp.,  is  represented  in  55 
states  by  265  nonbank  offices. 

Bankers  are  now  lending  money  to 
customers  across  the  nation  and  even, 
in  isolated,  well-defined  programs, 
selling  "investment"  or  "thrift"  certi- 
ficates to  consumers— that  is,  in  all 
but  name  they  are  accepting  deposits. 

Picking  Their  Markets 

OnQ  reason  for  expansion  is  sim- 
ple enough:  Many  big  banks  had  no 
place  to  get  bigger  in  the  old  ways. 
Single-state  banking  is  constricting 
enough,  but  consider  the  state  of  Il- 
linois, where  no  bank  holding  com- 
pany may  own  more  than  one  bank, 
and  where  no  bank  may  open 
branches.  Characterized  as  unit  bank- 
ing, this  has  led  to  a  situation  where 
"there's  a  $100-miUion  bank  on  every 
street  comer,"  as  one  Chicagoan  puts 
it,  but  the  diseconomies  of  scale  are 
horrendous. 

Once  they  got  their  foot  in  the 
door,  the  bankers  expanded  all  over 


the  lot.  With  the  relative  economic 
decline  of  the  northeastern  U.S.,  it 
was  hardly  surprising  that  the  region's 
banks  were  in  the  vanguard  through 
vehicles  like  Citicorp's  St.  Louis-based 
Nationwide  Financial  Services  Corp. 
(171  offices,  acquired  1973),  and 
First  Pennsylvania's  New  Orleans- 
based  Industrial  Finance  and  Thrift 
Corp.    (153  offices,   acquired   1970). 

Many  of  these  bank  holding  com- 
panies have  subsidiaries  in  the  North- 
east as  well,  but  they  are  especially 
interested  in  spreading  their  business 
outside  regional  confines. 

The  primary  distinction  between 
the  banks  and  their  so-called  non- 
banking  affiliates  is  that  the  affiliates 
cannot  accept  deposits.  But  the  dis- 
tinction is  tenuous.  Philadelphia  Na- 
tional Corp.'s  Pittsburgh-based  Signal 
Financial  Corp.  (with  71  offices  in  11 
states,  including  California),  for  ex- 
ample, sells  one-  and  five-year  notes 
with  a  $500  minimum.  That  is  not 
precisely  the  same  as  a  one-year  or 
five-year  time  deposit,  but  it's  a  debt 
instrument  all  the  same.  So  far.  Sig- 
nal has  raised  $4.5  million  through 
its  Securities  &  Exchange  Commis- 
sion-registered notes,  at  about  8% 
(compared  with  two  $5-million  pri- 
vate placements  last  year  that  cost 
it  over  10%). 

By  Another  Name 

"These  notes,"  says  PNC's  vice 
president  of  corporate  development 
and  subsidiary  liaison,  Geofi^rey  Sten- 
gel Jr.,  "are  essentially  like  time  de- 
posits or  savings  certificates.  They 
will  be  increasingly  important  to  Sig- 
nal in  the  future."  The  disadvantage 
to  the  piu"chaser  is  that  the  notes  are 
not  covered  by  the  Federal  Deposit 
Insurance  Corp.  The  advantage  to  the 
bank  holding  company  is  that  they 
do  not  need  to  be  backed  by  non- 
interest  bearing  reserves,  as  deposits 
do.  The  Federal  Reserve  Board,  Sten- 
gel says,  has  not  objected  to  this  kind 
of  money-raising  by  bank  holding 
company  subsidiaries. 

As  far  as  Stengel  knows.  Signal 
and  First  Pennsylvania  Financial  Ser- 
vices (First  Pennsylvania  Corp.), 
which  started  with  a  $30-million  of- 
fering this  spring,  are  the  only  bank 
holding  company  consumer  finance 
subsidiaries  to  use  this  money-raising 
instrument.  "We've  had  a  half-dozen 
calls  from  people  who  were  inter- 
ested, though,"  he  says.  Curiously 
enough,  in  this  case  the  BHC-affiliat- 
ed  consumer  finance  companies  are 
only  belatedly  catching  on  to  some- 
thing some  other  consumer  finance 
companies  have  been  doing  in  a 
variety  of  forms  for  years,  subject  to 
local  laws.  Some  of  them  even  sell 
such     certificates     at     their     regular 


Wall  Street 

at  the  push 
of  a  button 

•  Stocks  •  Volume 

•  Dow  •  Options 

•  Open  •  Close 

•  Nasdaq  •  Tics 

•  High 


•-■>:>'■ 


Stay  on  top  of  the  marltet  with  the  portable, 
computer-linked  console.  ■  Press  a  few 
buttons  and  an  electronic  screen  displays 
price  and  other  timely  data  on  over  7,000 
stocks  and  options.  Listed  stocks  arKi  options 
lag  the  tapes  by  only  15  minutes.  ■  No 
installation  necessary.  Tax  deductible.  As  kjw 
as  $25  per  month.  ■  Send  the  coupon  below 
for  full  informatk}n. 


MARKETUNE 

2337  Philmont  Ave  . 
Huntingdon  Valley. 

Pa   19006 
Phone  (215)  947-6670 

□  Please  send  me 
complete  information 
□  Please  call  me  to  arrange  demonstration 


Name 


_Co_ 


Street . 


.Phone. 


City, 


_State. 


^ip- 


0-2    Territories  open  for  qualified  representatives 


Stockmarket  Expert: 

Put  your  extensive  invest- 
ment knowledge  to  work  and 
earn  advisory  fees  by  timiog- 
clients'  placements  between 
fixed  income  and  capital  gains 

positions  ...  in  our  instan- 
taneous, near-free  interchange 
arrangement.  We  show  you 
how  to  get  the  clients  if  you 
haven't  any.  and  how  to  es- 
tablish yourself  at  negligible 
cost  with  no  billing  or  collecting 

to  do  ...  in  this  part-time 

or  full-time  pleasant,  profitable 

arm -chair  work. 

Fundpack  Management  Co. 

3200  Ponce  de  Leon  Blvd. 

CoralGables.Fla.  33134 


^r     for  executives  and  professional  people 

^LOANS  by  MAIL 


$10,000 


Any  Amount 
Desired  to  — 

Personal,     private.     No    security    required.     Your 
signature    only.    All    details    arranged    rapidly    by 
mail.    Reasonable    rates.    Please   mail   coupon   for 
full   information.   No  obligation. 

»  ^H^  ^B^H*  4Hi^  ^M^  ^1^  ^iM»  maam^^m  ^^tm  ^am 

C.  E.  Wilson,  Vice  President 

POSTAL  THRIFT  LOANS,  INC.,  Dept.  150-07 

703  Douglas  St.,  Sioux  City,  Iowa  51102 
Please  send  complete  information  in  plain  envelope. 


by 
for   i 

)-07^ 


Name- 


Address- 


I     Addr 

Lc/ty- 

■fe^al 


affiliate  of  Tfie 


-State 
St.   Paul  Companies 


Zip. 


=J 


FORBES,  JULY  1,   1976 


51 


'^^  loan    omces,    just 

as    banks    collect 
deposits. 

Another  wrin- 
kle is  the  bank- 
owned  "loan-pro- 
duction" or  "rep- 
resentative" of- 
fice, which  is 
cropping  up  all  over  the  place.  Where 
once  a  big-city  bank  was  content 
to  buy  airline  tickets  for  loan  officers 
so  that  they  could  beat  the  bushes 
for  loans,  they  now  install  permanent 
representatives  in  loan  offices  through- 
out the  country.  These  offices  do  not 
actually  make  or  reject  loans;  they 
simply  gather  information  that  is 
transferred  to  the  home  office,  where, 
by  law,  actual  lending  decisions  must 
be  made  and  money  disbursed. 

The  practice  is  spreading  fast.  New 
York's  Bankers  Trust  has  opened  four: 
in  Chicago,  Los  Angeles,  San  Fran- 
cisco and  Houston.  Atlanta's  Citizens 
&  Southern  Bank  has  invaded  New 
York,  Los  Angeles  and  Chicago.  In 
effect,  these  offices  give  the  outside 
banks  a  crack  at  doing  business 
with  smaller  companies,  with  whom 
they  would  not  otherwise  have  much 
contact.  "If  you  live  in  a  community, 
you're  more  aware  of  the  comings  and 
goings  of  companies,"  adds  Timothy 
T.  Yates,  who  runs  Bankers  Trust's 
Chicago  representative  office.  Despite 
the  legal  niceties,  says  Yates,  "to  the 
customer,  we  are  the  bank." 

Edging  Inwards 

Banks  may  also  conduct  foreign 
business  out  of  state  through  their 
Edge  Act  offices,  which  are  often,  like 
Bankers  Trust's,  located  on  the  same 
premises  as  their  representative  of- 
fices. The  Edge  Act  subsidiaries,  how- 
ever, are  regular  banking  vehicles,  and 
usually  are  affiliated  directly  with  a 
bank  rather  than  with  a  bank  hold- 
ing company.  Many  Edge  Act  offices 
were  opened  in  the  Sixties,  during  the 
surge  of  international  trade  and  in- 
ternational banking,  and  their  num- 
bers rose  further  as  bank  holding 
companies  blossomed  in  the  early 
Seventies.  In  1955  there  were  three 
Edge  Act  offices;  in  1962,  22;  and 
in  1969,  63.  The  current  total  is  112. 

These  offices  are  limited  strictly  to 
financing  and  facilitating  business 
conducted  abroad,  supplying  letters 
of  credit,  financing  overseas  ventures 
and  so  forth.  But  financing  an  Ameri- 
can company's  foreign  business  is  a 
good  foot  in  the  door  to  picking  up 
some  of  its  domestic  business  for  the 
bank's  home  office. 

Out  of  some  1,821  bank  holding 
companies,  controlling  3,675  of  the 
country's  14,633  banks,  a  mere  hand- 
ful  have   substantial   operations   out- 
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side  their  own  states.  Many  of  the 
smaller  banks  and  holding  companies 
are  likely  to  enter  interstate  banking 
by  quite  another  route— being  ac- 
quired by  out-of-state  holding  compa- 
nies. They  won't  go  willingly,  but  it 
may  be  inevitable. 

It's  not  likely  that  federal  law  will 
be  changed  to  make  this  possible  in 
the  face  of  fierce  opposition  from  the 
smaller  banks.  Nor  does  it  need  to  be. 
State  law  is  a  different  matter.  The 
Bank  Holding  Company  Act  de- 
clares that  individual  states  may 
open  their  doors  to  out-of-state  banks 
—but  only  if  their  laws  so  specify. 
The  Maine  legislature  has  already 
passed  such  a  bill,  but  with  a  big 
condition:  The  invading  bank  must 
come  from  a  state  that  gives  recipro- 
cal rights  to  Maine  banks.  In  Cali- 
fornia, the  legislature  recently  struck 
down— and  postponed  indefinitely— a 
measure  that  would  have  opened 
California  to  New  York  banks. 

Last  winter  Delaware  came  close 
to  inviting  out-of-state  banks  to  come 
in  and  rescue  its  semi-state-owned 
Farmers  State  Bank,  but  in  the  end 
it  decided  that  the  state  itself  would 
do  the  bailing  out. 

Elsewhere  in  this  issue,  Forbes  de- 
scribes some  of  the  big  technical 
changes  going  on  in  the  banking  in- 
dustry. The  chances  are  that  these 
events  will  make  it  increasingly  diffi- 
cult for  small  banks  (and  today  a  $1- 
billion  bank  is  a  small  bank)  to  com- 
pete. As  this  script  unfolds,  neither 
political  lobbying  nor  stubborn  in- 
dividualism will  be  able  to  save  the 


"What  we  do  in  L.A.,"  says  Continen- 
tal lllionis'  President  John  Perkins, 
"is  almost  what  we  do  in  Chicago." 

independence  of  many  smaller  banks. 
In  the  end,  the  banking  industry 
may  follow  the  pattern  of  the  bro- 
kerage industry:  a  shrinking  number 
of  huge,  acquisitive,  efficient  bank 
holding  companies  that  are  into  ever>'- 
thing;  a  few  regional  holding  com- 
panies with  a  big  share  of  the  regional 
market;  and  a  host  of  small,  not  very 
profitable  banks  that  exist,  but  just 
barely,  and  that  nobody  really  wants 
to  acquire.   ■ 


Banking  Goes  Interstate 

Through  a  variety  of  subsidiaries,  bank  holding  companies  like 
those  below  are  able  to  move  across  state  lines.  The  only  limi- 
tation: They  can't  take  domestic  deposits  out  of  state. 


Bank  Holding 
Company 

States  with 
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Nonbank 
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Offices 

Loan 

Production 

Offices 

Edge  Act 
Banks 

BankAmerica 

Citicorp 

Chase  Manhattan 

Manufacturers  Hanover 

32 

30 

11-t-D.C 

16 

336 

237 

46 

151 

4 

10 

4 

5 
6 
6 
3 

Chemical 
Bankers  Trust 
Continental  Illinois 
First  Chicago 

15 
5 

7 
12 

115 
1 
8 

27 

4 
4 
9 

3 

5 
4 
4 

Security  Pacific 
First  Nat'l  Boston 
First  Pennsylvania 
Philadelphia  National 

12 

13 

25+D.C. 

15 

45 

36 

265 

94 

1 
2 

2 
4 
1 
2 

NCNB 

Citizens  and  Southern 
Pittsburgh  National 
Fidelcor  (Phlla.) 

7 

9 

16 

10 

121 
50 
38 
80 

3 
1 

1 
3 
1 
1 
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HoYv  Lobbyists 

Tripped  Up  Baniiing  Reform 

The  House  Banking  Committee  played  into  the  hands  of 
those  who  oppose  financial  institutions'  restructuring.  Change 
is  coming  anyhow,  but  more  slowly  and  in  patchwork  fashion. 


The  dismal  fate  that  overtook  this 
year's  abortive  congressional  effort  at 
major  banking  reform  illustrates  sev- 
eral unfortunate  facts  of  American 
life.  One  is  that  many  businessmen, 
when  push  comes  to  shove,  don't 
really  believe  in  the  free  competition 
they  are  constantly  preaching.  And 
the  other  is  that  hell  hath  no  fury 
like  a  special  interest  threatened  with 
change— however  desirable  it  may  be. 

This  January  reform  seemed  like 
a  sure  thing.  With  high  interest  rates, 
huge  loan  losses  and  newspaper 
stories  about  lax  regulation,  the  na- 
tion's bankers  were  fair  political  game. 
A  popular  Capitol  Hill  bumper  slicker 
told  it  all:  "Arthur  Bums  Keeps  His 
Money  in  a  Mattress."  The  heads  of 
the  Senate  and  House  banking  com- 
mittees. Senator  William  Proxmire 
(Dem.,  Wis.)  and  Representative 
Henry  Reuss  (Dem.,  Wis.),  were  ])oth 
activists  eager  to  wield  recently  ac- 
quired power. 

In  December  the  Senate,  by  an 
overwhelming  79-14  vote,  passed 
a  complicated  Administration-backed 
reform.  The  proposal,  which  stemmed 
from  a  1971  White  House  study, 
eliminated  many  distinctions  between 
commercial  banks  and  thrift  institu- 
tions. It  also  gave  banks  a  mortgage 
tax  credit  to  spur  housing.  The  aim 
was  to  increase  competition. 

That  legislation,  however,  started 
to  bog  down  in  the  House.  Reuss 
aimed  for  even  more  far-reaching 
change.  He  wanted  to  strip  the  Fed- 
eral Reserve  Board  of  its  regulatory 
powers  and  give  Congress  a  greater 
voice  in  monetary  policy.  Also,  he 
junked  the  tax  credit  proposals  and 
limited  expansion  of  bank  holding 
companies.  With  one  blow,  that  alien- 
ated the  Fed,  the  housing  lobby  and 
the  big  banks.  Reuss  had  changed 
the  bill  from  a  broad  but  basically 
technical  measure  into  a  political 
catchall.  In  the  end,  the  House  passed 
only  a  few  watered-down  provisions. 

What  happened  was  that  by  get- 
ting overly  ambitious,  Reuss  brought 
new  allies  to  the  narrower  groups 
that  were  fighting  structural  changes. 
The  13,000-member  American  Bank- 
ers Association  bowed  to  its  small- 
town members  who  didn't  want 
broader  competition  with  local  thrift 


/-v> 


institutions.  The  ABA,  with  its  $24- 
million  annual  budget,  mounted  a 
full-scale  campaign  against  all  the 
proposed  legislation.  The  powerful 
bankers  organization  then  joined 
forces  with  other  special  interests— 
notably  the  home  builders  and  con- 
struction unions— who  were  opposed 
to  letting  sax'ings  &  loans  do  much 
beyond  writing  home  mortgages. 

On  top  of  this,  Milwaukee  aristo- 
crat Reuss  showed  little  political 
savvy:  He  alienated  colleagues  and 
suffered  an  embarrassing  procedural 
defeat  by  scheduling  hearings  the  day 
after  a  senior  member's  death;  he 
lost  a  key  amendment  to  restructure 
the  Fed  by  one  vote  when  several 
supporters  were  out  of  town— some- 
thing that  isn't  supposed  to  happen. 
Ralph  Nader  sums  up  the  criticism: 
"Reuss  just  doesn't  know  how  to  man- 
age his  committee." 

Tackling  The  Fed 

Taking  on  the  Fed  was  perhaps  his 
biggest  tactical  blunder.  Beneath  all 
the  shouting  about  tightfisted  Arthur 
Bums,  many  Congressmen  realize  that 
if  the  "independent"  Fed  weren't 
around  to  take  the  heat  for  tight  mon- 
ey they  would  have  to  answer  for  it 
themselves.  That  unspoken  sentiment 
—plus  the  combined  clout  of  bankers, 
builders  and  the  Fed's  own  forces- 
helped  kill  the  whole  package. 

The  structural  reforms,  however, 
made  a  good  deal  of  sense.  "Savings 
&  loans  are  Congress'  grand  efi^ort 
at    credit    allocation,    and    it    doesn't 


work,"  says  James  Pierce,  a  Reuss  aide 
who  was  formerly  a  key  man  on  the 
Fed's  research  staff  (see  box,  p.  58). 
Even  though  the  flow  of  funds  into 
housing  isn't  smooth,  the  $350-billion 
industry  packs  considerable  political 
clout  in  Washington.  S&Ls  attract  sav- 
ings deposits  largely  because  they  can 
offer  a  0.25%  interest  premium  over 
commercial  banks.  In  return  for  this 
so-called  differential  in  the  Regula- 
tion Q  interest  ceilings  and  certain 
tax  breaks,  nearly  all  S&L  assets  must 
go  to  home  mortgages.  Problems  come 
during  a  credit  crunch,  when  smart 
depositors  move  their  funds  into  the 
higher  yielding  short-term  money 
markets.  This  disintermediation  clob- 
bers the  thrifts  and  housing. 

The  reformers'  solution  is  to  make 
it  easier  for  the  thrifts  to  weather  the 
inevitable  storms  by  giving  them  ex- 
panded powers— broader  lending  au- 
thority, checking  accounts,  other  re- 
tail banking  services.  Mortgage  tax 
credits  would  ei  courage  commercial 
banks  to  make  housing  loans— now  just 
10%  of  their  assets,  vs.  80%  for  S&Ls. 
In  the  process,  all  interest  ceilings 
would  be  phased  out.  These  were  im- 
posed in  the  Thirties,  when  politicians 
thought  the  idea  of  competing  for  de- 
posits led  to  risky  lending. 

Beneath  the  surface,  this  fight 
doesn't  pit  the  banks  against  the 
thrifts.  Instead,  it's  the  age-old  rivalry 
between  small-town  institutions  with 
down-home  service  and  their  lower- 
cost  big-city  competitors. 

The  see-red  issue  for  the  small  com- 
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mercial  banks 
was  the  idea  of 
paying  interest 
on  checking  ac- 
counts. This  pro- 
t  -i  posal   was    incor- 

^^  porated     in     the 

Senator  Thomas 
Mclntyre  (Dem.,  N.H.),  who  was 
impressed  by  savings  banks'  use  of 
the  practice  in  his  home  state.  "This 
scares  the  hell  out  of  the  Uttle  banks, 
but  it  doesn't  bother  us  a  bit,"  says 
Citicorp's  lobbyist  John  Yingling-who 
opposed  the  Reuss  bill  because  of  its 
holding  company  restrictions,  not  be- 
cause it  unleashed  the  S&Ls.  Those 
little  guys,  however,  have  more  than 
their  share  of  political  clout. 

After  a  January  rump  meeting  of 
midwestem  bankers  in  Kansas  City, 
the  ABA,  which  hadn't  shown  strong 
opposition  to  the  Senate  legislation, 
quickly  got  the  message  from  the 
grass  roots.  "We  couldn't  deal  with 
this  issue  with  a  scalpel,"  says  Gerald 
Lowrie,  ABA's  legislative  director. 
"We  had  to  use  a  sledgehammer."  His 
members  can  hit  very  hard:  "Any 
good  local  banker  makes  friends  with 
his  congressman,"  explains  Truett 
Smith,  president  of  the  First  State 
Bank  in  Wylie,  Tex.,  and  a  man  so 
interested  he  flew  to  Washington  to 
discuss  the  subject.  "I  just  explained 
that  paying  interest  on  checking  ac- 
counts is  ridiculous,"  he  says.  "It  will 
only  hurt  the  small  borrower." 

While  rural  bankers  were  up  in 
arms  about  losing  a  potential  source 


"Deep  Vault" 

One  of  the  things  that  wrecked  bank 
reform  this  year  was  the  attempt  to 
package  it  with  a  measure  that  would 
have  weakened  the  Federal  Reserve 
System's  hold  on  monetary  power. 
The  two  issues,  of  course,  don't  have 
to  be  related.  Why,  then,  did  House 
Banking  Committee  Chairman  Henry 
Reuss  lump  them  into  one  measure? 

Capitol  gossip  has  it  that  the  vil- 
lain in  the  piece  is  economist  James 
Pierce,  38,  former  No.  Two  on  the 
Fed's  125-person  research  stafiF.  He 
left  after  nine  years  to  join  the  staff 
of  the  House  Banking  Committee. 

Pierce  is  irked  by  the  Fed's  famed 
independence  from  Congress  and  by 
its  tight-money  anti-inflationary  pol- 
icies. "People  should  be  told  about 
economic  alternatives,"  he  said  to 
Forbes.  "In  1974  we  could  have  had 
either  a  massive  tax  increase  or  higher 
interest  rates.  Without  any  real 
debate,  the  Fed  just  tightened 
the  screws." 

Pierce  doesn't  really  mean  nobody 


of  free  money,  the  intepded  bene- 
ficiaries of  reform  opposed  change, 
too.  Mutual  savings  banks  and  credit 
unions  worked  hard  for  special  good- 
ies the  legislation  offered  them,  but 
the  far  larger  savings  &  loan  industry 
was  lukewarm.  Again,  the  split  was 
big  guys  vs.  little  guys. 

"Most  people  in  our  business  don't 
want  to  do  anything  to  endanger  the 
0.25%  differential,"  says  David  Smith, 
vice  president  of  California's  $2-bil- 
lion  Glendale  Federal.  "They  don't 
realize  that  the  only  future  for  this 
industry  is  to  compete  with  banks  as 
a  retail  financial  center."  The  presi- 
dent of  a  $22-million  S&L  in  the 
Southwest  vehemently  disagrees. 
"Changes  will  just  make  the  big  in- 
stitutions bigger.  If  you're  small,  you 
can  never  afford  to  offer  all  those  ex- 
tra services." 

Strange  Bedfellows 

Against  this  background,  enter  some 
very  unlikely  allies  for  the  small-town 
financial  alliance:  construction-domi- 
nated Big  Labor  and  the  politically 
powerful  building  contractors.  "We're 
all  in  favor  of  stronger  thrift  institu- 
tions, but  not  if  it  means  less  mort- 
gage lending,"  argues  Henry  Schech- 
ter,  director  of  the  AFL-CIO's  De- 
partment of  Urban  Affairs.  This  argu- 
ment, of  course,  ignores  the  facts  of 
life:  When  tight  money  drives  up  in- 
terest rates,  the  public  simply  pulls 
its  money  out  of  the  S&Ls  and  puts 
it  elsewhere.  But  never  mind:  The 
housing  lobby,  the  unions  and  the 
smaller  S&Ls  feel   more   comfortable 


House  Economist 
Pierce 


House  Economist 
Dugger 


should  have  the  power.  What  he  is 
saying  is  that  an  independent  body 
like  the  Fed  shouldn't  have  the 
power;  he  prefers  to  have  it  vested 
in  Congress,  which,  however,  seems 
less  concerned  with  fighting  inflation 
than,  with  handing  out  goodies. 

In  his  fight  against  the-  Fed's  in- 
dependence. Pierce  got  a  good  deal 
of  help  from  another  House  staffer,  a 
bearded  economist  named  Robert 
Dugger,  3L  He  was  formerly  an  as- 
sistant to  Fed  Governor  Henry  Wal- 
lich  and  had  access  to  all  the  Fed's 


with  the  old  rules,  so  they  fought  for 
them.  "The  unions  gave  a  lot  of  lib- 
erals who  weren't  too  comfortable  vot- 
ing with  the  bankers  a  social  reason 
for  opposing  this  bill,"  explains  an  at- 
torney with  the  National  Association 
of  Home  Builders. 

So  financial  reform  on  the  federal 
level  went  out  with  a  bang.  And— 
with  the  possible  exception  of  mea- 
sures to  broaden  the  powers  of  mu- 
tual savings  banks  or  credit  unions— 
<such  sweeping  proposals  aren't  likely 
to  be  considered  again  for  a  long  time. 

However,  innovation  is  rolling  along 
at  the  state  level.  There  the  sacred 
cow  of  housing  is  a  less  obvious  ob- 
stacle. In  New  England,  for  example, 
state-chartered  savings  banks  are  the 
dominant  retail  financial  institutions 
and  have  been  offering  negotiable  or- 
ders of  withdrawal— what  amounts 
to  interest-bearing  checking  accounts 
—since  1974.  The  public  loves  it:  In 
Massachusetts  alone  there  are  nearly 
800,000  NOW  accounts,  roughly  one 
for  every  six  checking  customers.  In 
California,  state-chartered  S&Ls  have 
the  flexibility  to  offer  variable  rate 
mortgages.  In  New  York,  thrifts  can 
now  provide  checking  services,  an- 
other state  innovation.  S&Ls  can  op- 
erate electronic  point-of-sale  terminals 
in  many  areas  where  banks  can't. 

And  so,  change  is  taking  place  and 
the  U.S.  is  slowly  adopting  a  banking 
system  more  attuned  to  the  electronic 
age  and  to  present-day  society.  But 
because  of  the  bottlenecks  in  Congress, 
the  reforms  are  coming  at  the  state 
level  and  in  patchwork  fashion.  ■ 


confidential  files.  Dugger  now  works 
on  the  staff  of  Representative  Ben- 
jamin Rosenthal  (Dem.,  N.Y.),  a 
man  who  likes  to  make  headlines  by 
attacking  the  heartless  bankers. 
Though  he  denies  it,  many  Washing- 
ton insiders  think  Dugger  is  "Deep 
Vault,"  the  source  who  leaked  to  The 
Washington  Post  and  The  New  York 
Times  information  about  allegedly 
shaky  banks.  That  produced  front- 
page headlines  and  the  clear  implica- 
tion that  regulators  had  failed  to  steer 
banks  away  from  doubtful  loans.  The 
material  was  old  and  out  of  date,  but, 
used  rather  uncritically  by  the  two 
newspapers,  it  did  embarrass  the  Fed. 
However,  the  plot  failed.  The  Fed's 
independence  was  preserved.  But 
Dugger  and  Pierce  won't  give  up. 
"The  fortress  mentality  at  the  Fed 
has  got  to  end,"  Dugger  says.  Though 
these  ex-employees  clearly  disagree,  a 
good  many  sensible  people  regard  this 
"fortress"  as  one  of  the  strongest 
bastions  against  runaway  inflation. 
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HowalitOe-known  side  of  Marsh  GMcLennan 
can  save  you  a  lot  of  management  headaches. 
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By  analyzing  every  aspect  of  your 
risk  situation.  From  compliance 
with  the  growing  body  of  govern- 
ment regulations. ..to  implementing 
and  managing  captive  insurance 
companies.  Which  one— or  more— 
of  these  organizations  can  help  your 
company? 

M  &  M  Protection  Consultants. 

Property  and  earnings  loss  preven- 
tion, public  liability  loss  control, 
compliance  with  OSHA  regulations, 
security,  emergency  evacuation, 
evaluation  of  employee  accident 
control  programs,  industrial  haz- 
ards, product  safety,  auto  fleet 
safety,  employee  safety. 

Clayton  Environmental  Consult- 
ants. Evaluation  and  control  of  en- 


vironmental problems,  industrial 
hygiene  and  air  pollution,  analytical 
laboratory,  compliance  with  EPA 
regulations. 

Nuclear  Insurance  Consultants. 

Site  and  risk  evaluation,  radiation 
safety/loss  control  procedures,  con- 
tract review,  schedule  and  conduct 
on-going  inspections,  recommend 
and  obtain  appropriate  nuclear  in- 
surance, coordinate  with  Nuclear 
Regulatory  Commission. 

Risk  Management  Consultants. 

Practical  application  of  financial 
and  quantitative  methods  for  risk 
management  decisions,  analysis 
and  development  of  captive  in- 
surance company  approaches, 
library  research  and  information. 


S\te  evaluation 


Regre 


ss/on 
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Captwes 
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^\\o^ 


Government  regulations 


Marsh  &  McLennan  (Bermuda) 
Ltd.  Implementation  of  captive  in- 
surance companies  and  manage- 
ment of  daily  operations. 

Multinational  Insurance  Services. 

Specifically  organized  to  concen- 
trate on  international  general 
insurance  and  risk  management 
problems.  Specialists  work  closely 
with  account  executives  here  and 
overseas  in  the  planning,  market- 
ing, implementation  and  servicing 
of  insurance  programs  for  United 
States  firms  with  operations  In 
other  countries. 


For  more  information,  call  us  at 
(212)997-5919. 


Helping  you  solve  problems 
before  they  become  problems. 


"I  never  see  enough  . 
New  York'/ 

Here  I  go  again. 
New  York  on  business. 
Fun  City.  In  a  cob,  in 
on  office,  in  o  meeting. 
I  never  see  enough 
New  York  But  I  finally  figured  out 
how  to  stay  ahead  of  the  game. 
I  stay  at  The  Biltmore. 
I  can't  think  of  anything  that  isn't 
a  walk  from  The  Biltmore. 

There's  more  New  York  on  the 
inside,  too.  The  lobby  Under  the 
Clock.  The  people.  My  room. 
(They  don't  moke  rooms  like  that 
anymore.) 

They  have  a  great  check-out 
system,  too.  I  just  drop  the  room  key 
off  and  leave.  They  bill  me  later. 
I  can't  imagine  coming  all  this 
way  just  to  end  up  in  one  of  those 
forgettable  chain  hotels. 

New  York  is 
no  place  to  be 
nowhere. 

The  Siltmore 

40rd  (j  Modison 

(800)  221-2690.  In  New  York  State,  coll 

(800)  522-6449.  In  rhe  city  661-1717. 

Coll  your  corporote  frovel  office  or  trovel  ogenf 
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The 

Banks 

Vs. 

The  Brokers 

The  securities  business, 
bleeding  badly  from 
negotiated  commissions, 
is  trying  to  fight  off 
an  invasion  by  the  banks. 

Congress  enacted  the  Glass-Steagall 
Act  in  1933  to  limit  the  degree  to 
which  individuals  and  institutions 
could  be  in  both  the  banking  and 
the  securities  businesses.  Banks  were 
bad  boys  then,  and  the  idea  was  to 
clip  their  wings.  Under  Glass-Stea- 
gall, they  couldn't  distribute  securi- 
ties, except  U.S.  Government  bonds 
or  state  and  municipality  general  ob- 
ligations. The  same  law  forbade  bro- 
kers to  take  deposits  or  even  pay  in- 
terest on  free  credit  balances. 

Glass-Steagall  is  still  on  the  books, 
but  the  banks  have  gotten  at  least 
part  way  around  it.  They  compete 
with  Wall  Street  by  providing  merger 
and  acquisition  advice,  arranging  fi- 
nancing and  even  setting  up  mutual 
funds  thinly  disguised  as  commingled 
trust  accounts.  Today  banks  are  even 
helping  smaller  investors  get  lower 
commissions  by  arranging  brokerage 
transactions  at  volume  rates. 

This  kind  of  competition  the  seciui- 
ties  industry  needs  like  it  needs  a 
hole  in  the  head.  Negotiated  com- 
missions was  a  bad  enough  blow. 
Now  this!  As  a  consequence,  the  se- 
curities people  are  fighting  hard  to 
limit  bank  encroachments  on  what 
they  regard  as  their  private  turf. 
Fighting  may  be  putting  it  too  mild- 
ly. The  bitterness  and  complexity  of 
argument  is  almost  like  the  Arab- 
Israeli  confrontation,  lacking  only  the 
actual  bloodshed. 

Only  two  investment  firms  so  far, 
Merrill  Lynch  and  Salomon  Bros., 
have  said  they  would  be  willing  to 
accept  competition  from  the  banks. 
Merrill  Lynch  has  studiously  avoided 
joining  the  fight  against  the  banks. 
Salomon  Bros,  as  an  institutional  firm 
is  not  nearly  as  aggressive  as  many 
leading  wire  houses  in  the  fight 
against  bank  activities  in  what  can  bo 
construed  as  the  securities  business, 
although  it  is  not  yet  ready  to  give 
banks  a  free  hand. 

Like  the  Arab-Israeli  war,  there- 
fore, the  banks-US. -Wall  Street  fight 
seems  far  from  a  settlement.  Senator 


FORBES,  JULY   1,    197© 


1 


A  happily  forgotten  memory  of  the 
bad  old  ways  was  the  run  on  the  bank. 

Harrison  A.  Williams  Jr.  (Dem., 
N.J.)  says  his  securities  subcommit- 
tee has  no  plan  to  get  into  the  mat- 
ter this  election  year.  He  is  waiting 
for  a  study  from  the  Securities  &  Ex- 
change Commission  and  is  working 
on  his  own  study. 

John  R.  Evans,  an  SEC  commis- 
sioner, says  the  SEC  study  will  cover 
possible  conflicts  of  interest  on  both 
sides,  as  well  as  the  dangers  from  po- 
tentially increased  concentration  of 
power  if  the  banks  are  allowed  to  get 
deeper  into  the  securities  business. 

The  bankers  recently  waved  an 
olive  branch  of  sorts.  Ray  F.  Myers, 
executive  vice  president  at  Continen- 
tal Illinois  National  Bank  &  Trust, 
made  a  speech  suggesting  that  both 
sides  calm  down  and  "begin  talking 
to  one  another,  to  stop  the  bickering 
and  join  hands." 

The  securities  men  rejected  the 
peace  offer.  A  month  later,  Edward 
I.  O'Brien,*  president  of  the  Securities 
Industry  Association,  picked  up  the 
olive  branch  and  swatted  the  banks 
with  it.  He  made  a  speech  blasting 
Myers'  speech  and,  in  effect,  accused 
the  banks  of  imperiahsm. 

Meanwhile,  bank  efforts  to  remain 
in  the  SIA  as  members  of  the  Public 
Finance  Council— with  the  blessing  of 
nonbank  rnunicipal  and  Treasury 
bond  dealers— are  being  suppressed 
by  the  SIA  governing  board. 

So,  the  battle  drags  on.  The  banks 
are  busy  end-running  the  other  fel- 
low's position,  and  the  other  fellow  is 
playing  rough  trying  to  block  them.  ■ 


The  Ultimate  Cigar 

Macanudo  cigars  are  hand-made  in  Jamaica  from  the 
world's  premium  tobaccos,  offering  exceptional  aroma  and 
taste.  That  is  why  many  discriminating  smokers  consider 
Macanudo  as  fine  a  cigar  as  there  is  in  the  world. 

Montego  YCia.,  P.O.  418,  Murray  Hill  Station,  New  York,  N.Y.  10016. 


Put  your  plant 

inlennessee 

and  well  tri 

your 

work 

force 

free!" 


Write  to 
Fred  Harris 
for  details,  or 
call  toll-free: 
800-251-8594 


F.  B.  Harris 

Tennessee  Industrial  Development  Division 

1004  Andrew  Jackson  Bldg.,  Dept.  FB-5,  Nashville,  TN  37219 

Please  send  me  information  about  Tennessee's  advantages  for 
business  and  industry. 


Name  and  title. 


Firm. 


Address- 


City. 


.State. 


.Zip. 


l^nnessee. 

Business  is  good. 
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The  Used-Lot  Dealers 

Bankers  are  learning  the  real  estate  business  now  that  it's 
too  late.  But  some  are  doing  well  at  cutting  their  losses. 


Have  the  banks  seen  the  worst  of 
their  horrendous  real  estate  losses?  Or 
will  these  bad  loans  stUl  gum  up  fu- 
ture earnings  statements  like  some 
sticky  Tar  Baby?  The  sad  answer  is 
that  nobody  really  knows. 

There  is  no  denying  that  commer- 
cial banks  must  still  go  through  a 
minimum  of  two  years  and  perhaps 
as  much  as  ten  years  to  digest  their  er- 
rors and  indiscretions.  The  economic 
recovery  is  helping  mightily.  But  there 
are  still  deep  diflRculties  for  real  es- 
tate investment  trusts  and  for  the 
banks  that  lent  them  $11  billion  be- 
tween 1972  and  1974. 

All  told,  banks  probably  wrote  oflF 
$300  million  or  more  of  such  REIT 
and  real  estate  loans  in  1975  and  are 
losing  money  on  many  still  on  the 
books.  Chase  Manhattan,  for  exam- 
ple, suflFered  a  $41-million  aftertax 
reduction  in  1975  profits  because  of 
an  undisclosed  amount  of  such  "com- 
promised" loans  in  its  $3.3  billion 
REIT  and  real  estate  portfolio.  The 
losses  could  end  up  much  higher.  Or 


they  could  be  contained.  But  the  final 
answers  won't  be  in  for  years. 

It  is  widely  known  that  many  banks 
sent  more  risky  construction  and  de- 
velopment borrowers  on  to  the  REITs. 
More  than  half— almost  $10  bilhon— 
of  currently  outstanding  REIT  loans 
are  not  earning  interest,  according  to 
a  study  by  the  National  Association 
of  Real  Estate  Investment  Trusts. 

But  in  the  end,  the  risky  loans 
caught  up  with  the  banks  anyway, 
because  it  was  the  banks  that  ulti- 
mately financed  more  than  half  those 
REIT  loans.  Some  37,  or  17%,  of  the 
total  of  216  REITs  were  bank-spon- 
sored, but  these  37  account  for  about 
30%  of  total  REIT  assets.  All  told, 
the  REITs  currently  owe  $10.4  billion 
to  the  banks— an  amount  equal  to  55% 
of  the  REITs'  aggregate  assets. 

How  this  situation  developed  is 
well  known— now  that  we're  picking 
up  the  pieces.  Banks  had  lots  of  mon- 
ey to  lend;  investors  (and  banks) 
were  excited  about  REITs;  loan  re- 
turns were  high  (three,  four  and  five 
points  above  prime)— at  least  until  de- 
velopers could  no  longer  pay  at  all. 
If  a  developer  had  trouble  paying  in- 
terest,   a    REIT    could   lend    a    little 


extra  to  help  him  keep  current.  So 
what  if  there  was  no  extra  collateral, 
no  equity  money,  to  back  the  extra 
indebtedness;  there  was  more  income 
to  book.  The  banks  didn't  care  either. 
They  were  paid  for  their  role  as  ad- 
visers on  the  basis  of  a  REIT's  size. 
The  faster  a  REIT  grew,  the  better. 

According  to  figures  compiled  by 
Kenneth  D.  Campbell,  president  of 
Audit  Investment  Research,  Inc.,  there 
has  been  a  10%  reduction  in  bank 
loans  to  REITs  since  1974.  But  that's 
hardly  cheering  when  you  consider 
that  barely  half  the  reduction  came 
from  repayment  of  debt;  the  rest  was 
swaps  (rarely  worth  the  amount  of 
debt  they  replace)  and  actual  charge- 
off  s  (forgiveness  of  the  debt) . 

Freezing  The  Assets 

But  banks  are  grov^dng  less  accom- 
modating. Consider  the  sad  case  of 
Continental  Mortgage  Investors,  a 
REIT  that  had  the  bad  luck  not  to  be 
affiliated  with  any  helpful  bank. 

This  March,  three  of  Continental's 
biggest  banks— Morgan  Guaranty 
Trust,  Crocker  National  and  Bank- 
America,  with  original  commitments 
totaling      $49     million— pushed     the 


REITs  and  Real  Estate: 

The  1975  Story 

Virtually  no  major  bank 

escaped  the  1972-73 

real  estate  fever 

without  sizable 

loan  losses,  as  the 

figures 

show. 

Total 

Loans     ^ 

loans  to  PPiTc 

Other  Rpal  F<;tatp  RplatpH  1  nan<;                    1 

Bank  Holding 

Out- 

Out- 

Renego- 

Non- 

Charge- 

Out- 

Renego- 

Non- 

Charge- 

Company 

standing    standing 

tiated 

accruing 

offs 

Standing 

tiated 

accruing 

offs 

BankAmerica 

$32,813 

$536 

$300  combined 

NA 

$6,047 

NA 

NA 

NA 

Citicorp 

36,033 

741 

247 

$267 

$24 

2,220 

NA 

NA 

$111 

Chase  Manhattan 

28,740 

827 

209 

360 

12 

3,811* 

$41  combined* 

91* 

Manufacturers  Hanovert 

15,323 

378 

182 

59 

NA 

1,100 

NA 

NA 

NA 

j.P.  Morgan  (Morgan  Gty.) 
Chemical 

13,223 

257 

65 

79 

13 

465 

1 

$136 

10 

13,465 

613 

195 

166 

26 

1,227 

NA 

NA 

14 

Bankers  Trust 

11,118 

629 

135 

169 

17 

1,713 

NA 

NA 

NA 

Continental  Illinois 

12,154 

630 

297 

154 

15 

886 

17 

152 

NA 

First  Chicago 

11,872 

693 

402  combined 

11 

1,383 

NA 

NA 

23 

Western  Bancorp. 

10,107 

70 

NA 

52 

8 

2,944 

NA 

100 

NA 

Security  Pacific 

8,480 

153 

63 

56 

7 

1,910 

80 

10 

Wells  Fargo 

7,513 

190 

16 

72 

6 

2,261 

NA 

NA 

NA 

Charter  (Irving  Tr.) 

5,015 

106 

43- 

NA 

4 

594 

NA 

NA 

9 

Marine  Midland 

6,277 

203 

153  combined 

5 

1,350 

144 

3 

Crocker  National 

6,137 

162 

49 

93 

4 

1,368 

6 

54 

NA 

First  National  Boston 

4,235 

190 

92 

30 

4 

176 

4 

21 

1 

First  Bank  System 

4,077 

124 

NA 

87 

NA 

1,019 

NA 

NA 

NA 

First  Pennsylvania 

3,967 

115 

69 

18 

758 

NA 

NA 

2 

Philadelphia  National 

2,377 

106 

33 

4 

421 

28 

1 

Note:  All  figures  In  millions  of  dollars 

NA-Not  Avolloble.        * 

Chase  Mar 

hattan  Bonk  only.        t  Monufocfurers  I 

Hanover  Trust  Co.  and  subsidiaries  only. 
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REIT  into  filing  for  bankruptcy.  Will 
Macias  of  Keefe,  Bruyette  &  Woods, 
the  bank  stock  analysts,  suggests  that 
this  action  was  directed  not  only  at 
the  REIT  itself,  which  wanted  a  re- 
financing plan  unacceptable  to  the 
banks,  but  also  at  many  of  the  ap- 
proximately 100  other  banks  involved. 
The  big  banks,  he  says,  suspected 
CMI  was  swapping  away  most  of  its 
good  assets  to  the  smaller  banks,  leav- 
ing the  larger  ones  holding  the  bag. 

The  bigger  banks  are  now  serving 
notice  on  the  REITs  and  other  credi- 
tors that  they  can  no  longer  be 
bluffed  by  threats  of  bankruptcy. 

Spilled  Milk 

Squeezing  out  rent  and  sales  from 
newly  acquired  real  estate  will  be 
the  banks'  main  chore  over  the  next 
few  years.  This  is  a  task  few  bankers 
relish.  Selling  or  renting  real  estate 
requires  aggressive  promotion:  Men- 
tion the  windows,  but  hide  the  view 
of  the  dump;  bully  prospects  with 
the  threat  of  fictitious  competitors 
who  are  just  waiting  to  buy  the  prop- 
erty; ring  doorbells;  offer  wall-to- 
wall  carpets. 

Bankers  who  are  used  to  looking 
at  values  must  now  create  values, 
confirming  the  adage  that  real  estate 
is  worth  nothing  until  it  is  occupied 


by  a  paying  tenant  or  sold  to  a  buyer. 

Valuing  a  property  is  more  than 
just  a  balance-sheet  formality.  The 
price  put  on  a  unit  can  determine 
how  long  it  takes  to  rent  or  sell  it, 
which  in  turn  affects  the  final  val- 
ue. The  trade-off  works  like  this: 

Banker  A  values  a  group  of  con- 
dominiums at,  say,  $70,000  apiece. 
He  puts  them  up  for  sale  at  book  val- 
ue. It  takes  two  years  to  sell  them  all, 
but  he  ends  up  with  no  book  loss. 
Yet  the  interest  foregone  could  have 
been  as  much  as  $11,000  on  each 
unit,  to  say  nothing  of  $4,000  in 
property  taxes,  $3,000  in  maintenance 
fees  and  $2,000  for  guard  services— 
a  grand  total  of  $20,000. 

Meantime,  his  rival  down  the  street. 
Banker  B,  has  foreclosed  on  a  group 
of  similar  condominiums.  He  wrote 
them  all  down  to  $60,000  and  sold 
them  in  an  average  of  six  months. 
(This  competition  was  part  of  the  rea- 
son why  it  took  Banker  A  so  long  to 
get  rid  of  his  units.)  To  be  sure. 
Banker  B's  write-down  looked  like  hell 
on  the  balance  sheet,  but  he  took  a 
loss  of  only  $10,000  to  A's  $20,000 
for  each  property. 

Of  course,  it's  never  quite  as  sim- 
ple as  that.  Banker  A  wasn't  expect- 
ing his  costs  to  mount  to  $20,000; 
after  all,  he  had  sold  one  condomin- 


ium at  $70,000  the  day  after  the  bank 
foreclosed— and  before  Banker  B  came 
on  the  market  at  $60,000. 

Banker  A's  approach  arouses  a  lot 
of  skepticism  from  investors  and  reg- 
ulators and,  most  important,  from 
the  Financial  Accounting  Standards 
Board,  which  a  year  ago  issued  new 
accounting  rules  for  REITs  and  now 
proposes  that  banks  capitalize  the  es- 
timated costs  of  carrying  their  proper- 
ties until  they  are  disposed  of  by 
sale  or  lease. 

The  banks  are  resisting  this  vig- 
orously. They  argue  that  many  of  the 
expenses  are  expenses,  not  losses,  to 
be  taken  in  the  future. 

"We  object  to  [the  capitalized  cost 
concept]  strongly  and  we're  fighting 
it  and  all  the  rest  of  it,"  says  Bankers 
Trust's  senior  vice  president  of  real 
estate,  William  E.  Viklund.  "It's  going 
to  hurt  present  stockholders  to  the 
benefit  of  future  ones.  It's  impacting 
present  earnings  twice  over." 

Currently,  shareholders  don't  know 
how  much  of  the  damage  is  appear- 
ing in  current  earnings  statements  and 
how  much  is  yet  to  come.  Says 
John  Mason,  a  bank  analyst  at  Loeb, 
Rhoades  &  Co.:  "A  lot  of  the  banks 
without  big  write-downs  are  going  to 
wind  up  with  a  lot  of  low-yielding 
assets  on  their  books. " 


American  Natural  Gas 

has  changed  its  name  to 

American  Natural  Resources. 


We've  outgrown  our  old  name 

to  become  American  Natural 

Resources.  We're  a  leader  in  the 

discovery, 

transportation 

and  distribution 

of  natural  gas. 

We're  involved 

in  coal  and  oil  development,  too. 

And  we're  moving  forward  in  plans 

for  meaningful  acquisitions  and 

mergers  ...  all  built  on  the  solid 

foundation  of  an  excellent  earnings 

and  asset  base.  Look  for  our  new 

stock  symbol  on  the  big  board. 


JL 


\  \  There  are  many  reasons  why 
companies  change  names,  the 
most  important  of  which  should  be 
to  accurately  reflect  the  nature  of 
their  business.  Our  new  name 
sharpens  our  identity  since  we  are 
thoroughly  committed  to  the  gas 
business  on  the  one  hand,  and 
to  the  broader  field  of  natural 
resources  development  and  allied 
activities  on  the  other.  J  J 

Chairman  and  Chief  Executive  Officer 


Principal  subsidiary  companies 
of  American  Natural  Resources  are: 
Michigan  Wisconsin  Pipe  Line 

Company 
Michigan  Consolidated  Gas 

Company 
American  Natural  Service 

Company 
American  Natural  Gas  Production 

Company 
ANG  Coal  Gasification  Company 
Great  Lakes  Gas  Transmission 

Company 


American  Natural  Resources  Company 

/^^  The  company  with  energy  to  grow. 
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Sensibly,  bank- 
ers don't  like  to 
own  real  estate; 
it's  not  their  busi- 
ness. But  now 
that  they  do,  ex- 
pertise becomes 
essential.  Re- 
marks Lon  Worth 
Crow,  chairman  and  president  of 
Southeast  Banking  Corp.'s  Southeast 
Mortgage  Co.:  "Litigation  is  our  main 
bugaboo.  Our  main  job  right  now  is 
trying  to  obtain  title  so  that  we  can  do 
something  with  the  properties.  Most 
promoters  are  dreamers  and  optimists, 
and  they  still  think  there's  some  sugar 
daddy  around  the  cOmer  waiting  to 
bail  them  out.  So  they  hold  things 
up.  Meanwhile,  there  are  interest  pay- 
ments, vandalism,  deterioration.  It's 
just  money  flowing  down  a  sinkhole." 
Even  when  it  gets  undisputed  own- 
ership, the  bank  must  then  turn  the 
property  into  an  income  producer.  In 
the  highly  competitive  scramble  for 
tenants  and  buyers,  bankers  must  go 
all-out  to  sell  their  wares.  The  main 

You  Gotta  Use 


Gimmicks!    

In  the  summer  of  1973  Bankers  Trust 
found  itself  handling  an  almost  com- 
pleted 64-unit  condominium  in  Dillon, 
Colo.,  20  miles  east  of  Vail.  The 
builder  had  defaulted  on  his  loans 
with  54  units  imsold.  Two  were  to  be 
given  to  a  second  mortgagor  in  set- 
tlement of  liens,  sticking  the  bank 
with  52  chalets,  averaging  $30,000 
each.  After  a  httle  finishing,  the  bank- 
ers erected  the  usual  "For  Sale"  signs. 

"Nothing  happened,"  BT's  Senior 
Vice  President  William  E.  Viklund  re- 
calls now.  "There  were  about  500 
other  units  in  this  area.  The  first  guy 
reduced  his  prices,  and  we  all  fol- 
lowed, but  that  still  wasn't  enough. 
By  Labor  Day,  we  knew  we  just  had 
to  do  something  clever,  or  the  skiing 
season  would  come  and  go.  .  .  .  So  we 
decided  on  an  auction." 

Actually,  the  auction  was  a  kind  of 
come-on  that  is  typical  of  the  real 
estate  business.  The  bank  advertised 
heavily  beforehand.  It  doubled  the 
original  15%  discount  from  the  de- 
veloper's sales  price  and  advertised 
this  as  the  minimum  auction  price. 
Of  course,  anyone  who  wanted  to 
drop  by  and  buy  a  condominium  be- 
fore the  auction,  at  the  minimum 
price,  was  welcome  to  do  so.  With 
that  lure,  the  bank  sold  39  chalets  in 
three  weeks.  It  now  has  only  about 
four  to  sell,  and,  notes  Viklund,  "Most 
of  the  other  500  units  in  the  area  are 
still  imsuccessful." 


requirements,  says  Howard  M.  Bene- 
dict, president  of  the  Benedict  Cos. 
in  Hamden,  Conn,  and  a  Connecticut 
Real  Estate  Commissioner,  "are  shoe 
leather  and  doorknobs.  Fancy  signs 
and  brochures  don't  do  it." 

Banks  have  one  advantage  over  de- 
velopers: They  can  provide  the  mort- 
gages as  an  extra  inducement.  Bank- 
ers Trust,  for  example,  couldn't  sell 
mortgages  in  Colorado  because  it  is 
New  York-based  (see  p.  50)  and 
doesn't  have  a  mortgage-lending  sub- 
sidiary in  Colorado.  Instead,  it  bought 
the  mortgages,  as  a  package,  from  a 
local  lender  who  provided  the  di- 
rect  financing    for    the    buyers.    This 


transaction  seems  reasonable  enough. 
A  low  mortgage  rate,  as  on  the 
GrapeTree  properties  {see  box),  fully 
disclosed,  is  a  way  to  avoid  those  cap- 
italized costs  on  the  balance  sheet— 
and  take  them  out  of  the  income 
statement  for  years  to  come.  A  third, 
tempting  approach  is  less  easy  to  de- 
tect: selling  properties  to  risky  pros- 
pects at  rates  that  don't  discount  the 
risks.  Just  as  the  bankers  once  loaned 
developers  and  REITs  more  money 
rather  than  call  their  loans,  they  may 
now  be  once  again  throwing  good 
money  after  bad  by  making  further 
dubious  loans  to  get  unattractive 
properties  off  their  hands.   ■ 


LENDERS  CLOSE  OUT 

SAVE  *15,000 

NOW  FROM  -  $32,900 
OFFERED  BY  CHASE   MANHATTAN  i 

MORTGAGE  C  REALTY  TRUST 

87.  —  30  YEAR    MORTGAGE 

MODELS  OPEN  a^°9 
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That  is  the  way  the  real  estate  mar- 
ket operates:  promotion,  promotion, 
promotion.  "For  example,"  says  Lon 
Worth  Crow,  Southeast  Bancorp. 's 
64-year-old  realty  expert,  "we  had  an 
88-unit  condominium  with  homes  sell- 
ing at  an  average  price  of  $29,000, 
aimed  at  the  blue-collar  market,  peo- 
ple without  a  lot  of  money  to  spare. 
So  we  set  up  a  financing  plan,  which 
was  really  a  little  of  a  gimmick:  Three 
months'  rent  would  be  your  down  pay- 
ment. It  was  a  winner,"  he  concludes. 
"In  four  months,  we  sold  out— and  re- 
covered our  principal." 

This  approach  was  completely 
different  from  the  one  taken  by  Crow's 
colleagues  at  Southeast's  lead  bank. 
First  National  Bank  of  Miami,  for 
a  higher  priced  luxury  development 
(about  $70,000  a  unit):  the  Grape- 
Tree  Project,  a  71-unit  town  house 
complex  on  ritzy  Key  Biscayne.  Says 
Crow:  "Someone  who  could  pay 
$75,000  for  a  second  home  might  be 
able  to  make  a  $35,000  down  pay- 
ment without  any  trouble,  but  he 
would  still  want  to  save  money.  So 
they  offered  a  6.75%  mortgage  on  the 
balance,  starting  in  February.  Now 
there  are  only  three  left  to  sell,  and 
each  of  them  is  already  spoken  for 
with  a  $1,000  deposit." 

When  W.T.  Grant  went  under,  it 
left  behind  a  three-fourths  completed 
shopping  center  outside  Tampa.  That, 
too,  came  under  Crow's  management 


early  last  year.  "We  couldn't  carry  it 
like  that,"  he  says.  "People  were  break- 
ing in.  But  we  didn't  have  any  tenants 
lined  up  for  the  anchor  store  (built 
to  house  a  Grant  City  of  some  50,000 
square  feet).  So  we  decided  to  com- 
plete the  other  stores,  at  least,  and 
rent  them  out  to  make  some  money. 
Now  we've  got  some  activity  there, 
the  whole  center  looks  more  attrac- 
tive. We're  having  some  very  serious 
negotiations  with  a  large  regional 
chain  to  rent  the  anchor  space." 

Crow  has  also  had  an  ofler  to  buy 
the  entire  100,000-squarc-fo()t  shop- 
ping center  at  a  price  almost  equal 
to  the  original  principal.  But  he's  not 
too  interested.  How  come?  "If  we 
can  lease  it  to  a  major  tenant,"  he 
explains,  "that'll  make  it  more  valua- 
l)le,  and  we  could  come  out  with  our 
interest  as  well  as  our  principal." 
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The  shopper  reaches  into  her  purse, 
counts  out  the  money  and  hands  it  to 
the  person  at  the  checkout  counter 
who  counts  it  again,  shoves  it  into 
the  cash  register.  That  night  the  man- 
ager counts  up  the  cash,  makes  out 
his  deposit  sHps,  gets  into  his  car  and 
takes  the  proceeds  to  the  bank's  night 
depository.  If  he  doesn't  get  robbed, 
the  day's  business  is  done. 

That's  in  1976. 

Now  it's  1980. 

The  shopper  hands  a  card  to  the 
checkout  person  who  inserts  it  into  a 
computer  terminal,  and  the  transac- 
tion is  over.  No  money-counting,  no 
handUng  of  bills,  no  deposits  to  make. 
That  card  actuated  an  electronic  im- 
pulse that  transferred  the  price  of 
the  groceries  from  the  customer's  ac- 
count to  the  account  of  the  super- 
market. 

Spread  over  the  entire  retailing  and 
banking  industries,  the  annual  cost  of 
processing  checks  runs  as  high  as  $10 
billion.  This  will  not  be  the  cashless 
society;  it  will  be  more  like  a  check- 
less  society— although  checks,  like  cash, 
will  continue  to  play  a  role,  even  if 
a  diminished  one.  When  it  comes  to 
paper-handling,  checks  are  as  cum- 
bersome or  more  so  than  cash. 

This  new  card  is  known  as  a  "deb- 
it" card,  to  distinguish  it  from  a  cred- 
it card.  The  card  will  be  used  to  ini- 
tiate a  transaction  at  the  bank  itself, 
at  a  retail  store  or  even  at  an  un- 
manned remote  location  where  money 
can     be     deposited     or     withdrawn 


The  U.S.  Has  A  Date 
With  Electronic  Baniiing 

All-electronic  banking  is  on  its  way. 

have  to  make  room  in  your  wallet  for  a  debit  card. 

All-electronic  banking  is  on  its  way. 


around  the  clock.  Some  individuals 
and  businessmen  will  object  to  the 
absence  of  physical  evidence  of  a 
transaction  when  checks  are  not  re- 
turned. But  they  will  be  mollified 
by  improved  retrieval  systems  (who 
likes  to  look  through  a  batch  of  year- 
old  returned  checks  for  the  needed 
one?)  and  by  the  availability,  in  ef- 
fect, of  after-hours  banking. 

The  concept  of  electronic  banking 
is  not  new.  There  was  plenty  of  talk 
about  the  forthcoming,  imminent  pa- 
perless society  ten  years  ago.  But  this 
was  ahead  of  its  time.  The  public 
has  been  slow  in  accepting  the  change 
from  receipts  and  checks  in  hand  to 
a  summary  statement  prepared  by 
some  faceless,  mindless  machine. 

The  other  problem,  also  one  of 
psychology,  not  technology,  is  that 
the  quick  clearing  of  drafts  goes 
against  the  grain  of  most  people.  Who 
doesn't  enjoy  a  few  days  of  float  be- 
tween the  time  a  deposit  is  made 
against  a  draft  and  when  the  check 
clears? 

The  new  electronics  stresses  ca.sh, 
but  it  does  not  eliminate  credit.  In- 
deed, credit  card  transactions,  over- 
drafts and  time  payments  will  exist 
side  by  side  with  the  debit  transac- 
tions. The  main  difference  is  that  the 
credit  card  will  cost  the  user  interest 
—probably  at  an  annual  rate  of  18% 
on  unpaid  debts. 

Finally,  electronic  banking  is  on  the 
threshold  of  public  acceptance.  Twen- 
ty-six states  now  officially  permit  it. 
Savings  &  loans   and   mutual  savings 


banks  as  well  as  commercial  banks 
have  terminals  in  supermarkets,  out 
in  the  street  and  at  offices  and  fac- 
tories. Full  consumer  acceptance  is 
likely  by  the  end  of  this  year  when 
BankAmericard  and  Master  Charge 
may  both  be  promoting  their  nation- 
wide debit  cards. 

After  that  it  will  be  possible  for  a 
resident  of  Atlanta  to  go  to  a  coop- 
erating organization,  perhaps  a  gi'o- 
cery  store,  in  Oregon  and  withdraw 
money  from  his  Georgia  account.  This 
is  not  farfetched.  It  is  already  being 
done  on  a  local  level,  in  dozens  of 
states  and  hundreds  of  cities.  First 
National  Bank  of  Atlanta  has  19  Til- 
lie  the  AUtime  Teller  machines  that 
show  a  depositor's  balance,  take  cash 
or  bank  card  payments  and  make  cash 
advances.  First  National  was  the 
fourth  to  enter  this  field  in  the  city. 

The  debit  cards  are  like  credit  cards 
in  many  respects.  But  when  they  are 
used  through  a  terminal  in  a  super- 
market or  other  retail  outlets,  they 
transfer  funds  immediately  from  the 
buyer's  to  the  vendor's  account.  The 
storekeeper,  however,  won't  be  able 
to  develop  a  bigger  float  because  he 
is  likely  to  find  that  his  own  suppliers 
will  be  demanding  quick,  electronic 
payment  that  clears  over  telephone 
lines  right  back  to  the  manufacturer's 
bank,  wherever  it  may  be  located. 

In  banker  terms,  point-of-sale  ter- 
minals will  be  located  at  stores  and 
will  be  used  for  debiting  a  customer's 
account  or  just  for  check  acceptance. 
A    transaction,    however,    may    very 
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across  the  country  as  the  debit  card 
gains  acceptance. 

All  this  is  possible  because  of  the 
introduction  of  automatic  clearing 
houses,  which  transfer  credits  and 
debits  electronically  between  accounts 
at  the  same  or  difiFerent  banks  and 
savings  institutions.  These  are  an  ad- 
vance over  and  a  substitute  for  the 
current  mechanical  clearing  of  checks. 
Right  now,  your  check  with  the  odd- 
looking  numbers  imprinted  along  the 
bottom  in  magnetic  ink  character  rec- 
ognition identifies  your  account  num- 
ber, bank  and  branch  as  well  as  the 
amount  of  the  check  (which  is  added 
manually  in  the  lower  right-hand  cor- 
ner). This  piece  of  paper  goes  through 
the  Fed  Reserve  Bank's  regional 
check  processing  center  back  to  your 
bank  and  contains  the  information  fed 
into  the  bank's  bookkeeping  computer. 
But  you  still  get  back  the  canceled 
checks  with  each  statement.  A  lot  of 
people  must  handle  a  lot  of  paper. 

But  there  are  complications  in 
electronic  funds  handling.  Virginia  H. 


Knauer,  special  assistant  to  l*resident 
Ford  for  consumer  affairs,  warns: 
"The  hard  decisions  are  on  questions 
of  social  value  which  require  balanc- 
ing conflicting  objectives  such  as  ef- 
ficient collection  of  financial  transac- 
tion information  and  the  individual's 
right  to  privacy." 

An  electronic  fund  transfer  system, 
she  declared,  has  its  good  points.  It  is 
convenient.  A  paycheck  or  your  So- 
cial Security  check  can  go  right  into 
a  bank  account.  But,  Knauer  warned, 
the  canceled  check  as  proof  of  pay- 
ment is  lost  and  a  computer  printout 
may  not  be  an  adequate  substitute. 

Debit  Cards  Arrive 

Nevertheless,  Knauer  agreed  that 
electronic  banking  is  an  idea  whose 
time  has  come.  Consumer  acceptance 
should  get  a  big  boost  soon  with  the 
nationwide  introduction  of  debit 
cards  by  BankAmericard  under  the 
name  Entree  and  somewhat  later  by 
Master  Charge's  Interbank  card 
which  is  named  Signet. 

National  BankAmericard,  after 
more  than  a  year  of  research,  an- 
nounced in  August  1975  that  its 
debit  card  is  ready  for  use  to  supple- 
ment the  BankAmericard  credit  card. 
A  hard-and-fast  rule  is  that  if  a  mer- 
chant takes  the  credit  card,  he  must 
also  accept  the  debit  card. 

While   these   national   debit   cards 


It  may  not  look  so  imposing  as  yesterday's  stiff-necked  bank  premises, 
but  today's  automated  teller  machines,  activated  by  plastic  cards,  pro- 
vide deposit,  withdrawal  and  cash  advance  services  24  hours  a  day. 


are  first  getting  under  way,  numerous 
local  and  regional  arrangements  are 
already  well  entrenched.  The  First 
Federal  Savings  &  Loan  Association 
of  Lincoln,  Neb.  was  one  of  the  first 
organizations  in  this  country  to  carry 
a  debit  card  with  the  blessing  of  its 
regulator,  the  Federal  Home  Loan 
Bank  Board.  This  successful  effort 
to  reach  the  retail  customer  went 
through  the  local  Hinky  Dinky  super- 
markets. After  some  court-testing,  the 
system  was  approved,  and  by  now 
everyone  of  Lincoln's  five  Hinky 
Dinkys  is,  in  effect,  a  branch  of  First 
Federal. 

The  Wilmington  (Del.)  Savings 
Fund  Society  started  slowly  with  a 
debit  card  in  1972,  which  it  dubbed 
WSFS  and  pronounces  WizFiz.  By 
August  it  will  have  terminals  in  26 
supermarkets  throughout  the  state, 
according  to  William  H.  Robinson, 
senior  vice  president.  A  measure  of 
success  is  being  achieved,  too,  Robin- 
son says,  in  plans  to  return  to  cus- 
tomers each  month  only  a  statement 
without  the  usual  batch  of  cleared 
checks— in  effect  preparing  the  cus- 
tomer for  all-electronic  banking.  De- 
scribing this  as  "record  retention" 
rather  than  as  "nonreturn  of  checks," 
the  savings  bank  has  found  customers 
willing  to  accept  the  system.  But, 
Robinson  emphasized,  this  requires 
an  unscrambled,  descriptive  statement 
with  advanced  microfilm  technology 
to  provide  fail-safe  proof  of  payment. 

Recently,  the  Comptroller  of  the 
Currency  suspended  its  earlier  ruling 
which  recognized  the  right  of  banks 
to  establish  point-of-sale  terminals  or 
automated  tellers  until  the  Supreme 
Court  rules  whether  customer- 
bank  communication  terminals  are 
branches  or  only  extensions  of  mail 
and  telephonic  transfer. 

Another  delay  occurred  in  Illinois 
where  the  U.S.  Seventh  Circuit  Court 
of  Appeals  held  that  CBCTs  installed 
by  First  National  Bank  of  Chicago 
and  by  Continental  Illinois  National 
Bank  &  Trust  Co.  in  supermarkets, 
train  stations,  hospitals  and  factories 
were  in  violation  of  state  law  pro- 
hibiting a  bank  from  having  more 
than  a  single,  main  location.  How- 
ever, federal  savings  &  loans  are  not 
bound  by  such  legal  restraints.  As  a 
consequence,  there  are  a  number  of 
remote  terminals  in  Illinois. 

Electronic  banking  is  coming  fast. 
There  is  no  stopping  it.  Banking  is  a 
competitive  business,  and  once  one 
banker  gets  the  cost  savings  and  cus- 
tomer convenience  from  electronic 
banking,  the  others  will  quickly  jump 
on  the  bandwagon.  It  took  Americans 
many  years  to  accept  credit  cards. 
With  debit  cards,  the  acceptance 
will  be  much  quicker.  ■ 
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Old  Bankers  Are  Not  Written  Off 


There  is  great  demand  for  former  top  bankers, 
and  few  choose  to  leave  the  business  world. 


"When  I  was  about  to  retire,  I  ex- 
pected the  first  three  months  to  be  a 
little  awkward  with  nothing  to  do," 
recalls  Gaylord  Freeman,  66,  who  re- 
tired in  November  as  chairman  of 
First  Chicago  Corp.  "So  to  pass  the 
time,  I  took  on  a  one-term  job  teach- 
ing a  seminar  in  banking  at  the  Uni- 
versity of  Chicago." 

But  things  didn't  work  out  that  way 
at  all.  He  explains:  "Everybody  says, 
'Let's  pick  this  retired  man,  who— in 
theory— has  a  lot  of  spare  time,  to 
work  on  the  audit  committee.' "  So 
Freeman  now  works  on  First  Chica- 
go's audit  committee  and  heads  At- 
lantic Richfield's.  He  is  also  a  director 
of  Time  Inc.,  Marcor,  Northwest  In- 
dustries and  Borg-Warner  Corp. 

Freeman  doesn't  devote  all  his  time 
to  business:  There  is,  for  example, 
his  job  as  finance  chairman  of  Presi- 
dent Ford's  Illinois  fund-raising  eflFort. 
He  rides  around  with  the  politicians 
when  they  are  making  speeches,  he 
says,  and  then  helps  pass  the  hat 
with  letters  and  phone  calls.  The 
biggest  difference  is  that  when  Free- 
man does  do  business,  he  picks  the 
kind  of  business  he  wants  to  do.  Or, 
as  Paul  I.  Wren,  69,  retired  chairman 
of  Boston's  Old  Colony  Trvist  (part 
of  First  National  Boston),  puts  it,  he 
gets  to  have  "the  fun  of  the  invest- 
ment world  without  the  day-to-day 
responsibilities."  Part  of  Wren's  fun 
comes  from  his  post  for  the  last  ten 
years  as  chairman  of  the  finance  com- 
mittee for  his  alma  mater,  Tufts  Uni- " 
versity  (Medford,  Mass.),  which,  he 
points  out  with  pride,  "has  been  op- 
erating in  the  black  for  six  years  now." 

And  that's  fun?  In  general,  bankers 
who  reach  the  top  do  enjoy  their 
work,  so  few  of  them  quit  cold  tur- 
key; thus  Wren  is  still  managing  mon- 
ey, even  though  now  he  does  so  for 
Tufts.  The  delight  of  retirement 
comes  from  the  surprising  discovery 
that  the  retirees  can  pick  their  com- 
mitments-, that  they  can  make  their 
own  schedules,  that  they  can  charge 
—it's  called  consulting— for  advice 
they  used  to  give  for  free.  One  rea- 
son everything's  more  fun  in  retire- 
ment is  that  you  shuck  oflF  some  of 
the  more  onerous  obligations  that 
normally  ^o  with  the  titles.  "Now 
that  I'm  my  own  boss,"  says  George 
S.  Moore,  71,  retired  chairman  of 
Citicorp,  "I  make  very  few  time  com- 
mitments. When  I'm  invited  to  dinner, 
I  usually  say  I  have  another  engage- 
ment  and  just   go   for   the   cocktails. 


Then  I  can  sneak  out  early  and  have 
cornflakes  at  home."' 

Moore  is  by  no  means  retired;  he's 
just  husbanding  his  energy  for  the 
important  things.  "I've  always  been 
overpaid  and  overvalued,"  says  the 
ebullient,  nonstop  talker,  "and  I'm  en- 
joying it."  Moore  gave  up  a  yearly 
paycheck  of  $257,000  when  he  re- 
tired in  1970.  Today,  he  says,  "I  make 
the  money  and  work  less."  He  won't 
say  exactly  how  much,  but  his  life- 
style includes  frequent  trips  between 
the  U.S.  and  Spain,  where  he  owns 
a  house  near  Marbella  and  runs  the 
Pepsi-Cola  bottling  franchise  for  the 
Costa  del  Sol.  On  this  side  of  the  At- 
lantic, he's  trustee,  director  or  con- 
sultant to  a  host  of  entities  including 
U.S.  Steel,  White,  Weld  &  Co.  and 
Christina  Onassis'  American  assets. 
Says  he,  "I  was  like  the  girl  in  Okla- 
homa! who  could  not  say  no." 

What  does  he  do  for  his  clients? 
Basically,  he  gives  them  advice.  Con- 
stantly   in    touch    with    the    business 


world,  he  knows— and  understands— 
what's  going  on  better  than  most  peo- 
ple. But  as  a  "retired"  man,  Moore 
no  longer  has  to  supply  the  dirty  work 
—just  the  wisdom.  "People  ask  me 
what  time  it  is,  or  whether  the  water's 
wet,"  he  says,  "and  I  tell  'em.  But  I 
don't  do  long  studies  or  reports;  other 
people  do  that  for  me." 

George  Champion,  72,  does  a  lot  of 
dirty  work.  Since  1969,  the  year  he 
retired  as  chairman  of  Chase  Man- 
hattan Bank,  he  has  been  chairman 
of  New  York  City's  Economic  Devel- 
opment Council,  founded  in  1965  and 
now  virtually  merged  with  the  city's 
Chamber  of  Commerce,  of  which 
Champion  is  also  chairman.  "You 
can't  do  a  job  like  this  half  time,"  he 
says,  "but  I  didn't  expect  it  to  last  as 
long  as  this."  The  fact  is,  there  are 
few  takers  for  Champion's  role  run- 
ning an  organization  trying  to  bring 
some  business-like  efficiency  into  the 
city's  ti-oubled  agencies.  The  EDC 
acts  as  a  sort  of  bank  of  professional 


The  smiles  of  Citibank  ex-Chairman  George  Moore  (above)  and  George 
Champion,  ex  of  Chase  Manhattan,  affirm  the  pleasures  of  "retirement." 
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This  tells  you  what  our  growth 
with  energy  did  for  us  in  75- 

—  and  gives  you  a  glimpse  of  our  future 


The  Meeting-place  for  Meeting  Success 

Mountain  serenity  in  a  private  club  atmosphere  enhances  con- 
centration. Excellent,  fully  equipped  meeting  rooms  for  groups 
of  10  to  250.  Delicious  meals.  Superb  facilities  for  relaxation 
and  recreation.  All  seasonal  sports.  Only  100  miles  from  New 
York  and  Philadelphia.  Write  for  Conference  Booklet. 

SKYTOP  CLUB,  BOX  40,  SKYTOP,  PA.  18357 


skills  by  lending  the 
city  task  forces  of  ex- 
ecutives temporarily 
donated  by  local  em- 
ployers. "We  have  all 
the  resources  of  manpower  we  need," 
says  Champion.  "The  problem  is  to 
get  the  city  agencies  to  ask  us  in, 
because  the  kind  of  work  we  do  is 
the  same  as  if  you  had  to  reorganize 
a  poorly  run  company— a  top-to-bot- 
tom reorganization." 

Another  doer  of  good  works  is  Carl 
A.  Bimson,  76,  retired  president  and 
vice  chairman  of  the  board  of 
Phoenix's  Valley  National  Bank  of 
Arizona.  Bimson  and  his  brother  Wal- 
ter (now  84  and  in  poor  health)  are 
often  credited  with  having  trans- 
formed Valley  National  into  a  major 
bank  and  with  helping  to  lift  the  en- 
tire state  from  being  a  depression- 
ridden  backwater  into  robust  health. 
Every  morning  just  before  nine  he 
comes  to  functioning  offices  at  the 
bank,  shared  with  three  other  retired 
executives  and  called  the  "Tarnished 
Brass  Suite."  The  disadvantage  of 
such  regularity,  says  Bimson,  is  that 
"people  know  where  you  are  and  are 
always  looking  for  you  to  do  things." 
The  business  Bimson  is  most  in- 
volved in  these  days  is  that  of  the 
Arizona  Evangelistic  Association,  a 
kind  of  church  savings  &  loan  that 
uses  depositors'  money  to  build  and 
nurture  new  churches  throughout 
fast-growing  Arizona.  Bimson  helps 
in  setting  up  the  churches'  financial 
structure  and  finding  the  right  per- 
sonnel—preachers on  loan,  for  exam- 
ple—"like  you  do  for  opening  a  new 
bank  branch."  But  he  tries  to  avoid 
direct  fund-raising:  "It's  disillusion- 
ing," he  says,  "to  find  out  how  chintzy 
some  of  your  friends  are." 

A  Company  Of  His  Own 

Wesley  Lindow,  65,  was  president 
(until  last  year)  of  Charter  New 
York  Corp.,  the  holding  company  for 
Irving  Trust.  Lindow's  newly  orga- 
nized consulting  firm  of  First  Capital, 
Inc.  .specializes  in  advising  small  and 
medium-sized  banks,  for  whom  it 
does  long-term,  intensive  studies  that 
such  banks  don't  have  the  resources 
for.  First  Capital  is  basically  a  three- 
man  .show— Lindow's  partner.  Carter 
H.  Golembe,  52,  and  economist  Harry 
Cuntlier,  43,  both  of  Golembe  As- 
sociates, Washington,  D.C.,  arc  the 
firm's  only  other  employees.  But  the 
corporate  fonn  gives  Lindow  a  sense 
of  continuity— and  of  obligation— 
that  other  retired  bankers  may  lack. 
As  a  man  who  has  always  worked 
for  large  organizations  (the  Treasury, 
before  Charter)  founded  by  others, 
he  likes  the  idea  of  starting  an  or- 
ganization of  his  very  own. 
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Former  Morgan  Guaranty  Trust 
Chairman  Thomas  S.  Gates,  70, 
reached  retirement  age  five  years  ago, 
but  he  stayed  active  at  the  bank  as  a 
director  and  as  vice  chairman  of  its 
International  Council  until  last  March. 
What  finally  made  him  leave?  Not 
the  lure  of  retirement  exactly.  This 
former  Defense  Secretary,  who  left 
the  Pentagon  to  rejoin  Morgan  in 
1961  (after  an  earlier  stint  there  from 
1935  to  1936),  is  novi'  our  man  in 
Peking— or,  in  bureaucratese,  "head 
of  U.S.  Mission  to  the  People's  Repub- 
lic of  China—  with  ambassador's  rank." 

Robert  L.  Thornton  Jr.,  65,  former 
chairman  of  the  bank  his  father 
founded.  Mercantile  National  Bank 
at  Dallas,  had  hoped  to  follow  even 
further  in  his  father's  footsteps  by 
becoming  mayor  when  he  retired  this 
spring.  But,  in  the  end,  Bob  Jr.  didn't 
even  run.  As  he  tells  it,  "Some 
thought  I  was  too  old  and  some 
thought  I  was  too  hot-tempered."  As 
a  result,  he  has  been  helping  a  friend 
run  one  of  Dallas'  largest  heavy- 
equipment  dealerships.  But  he  now 
also  has  the  time  to  do  "a  little  dan- 
cin',   a  little   eatin',   a   little   huntin'." 

And  then  there's  Thomas  O. 
Waage,  64,  who  took  early  retire- 
ment last  year  from  his  post  as  senior 
vice  president  of  the  Federal  Reserve 
Bank  of  New  York.  Waage  is  now 
running  a  cemetery.  "It's  a  business 
like  any  other,"  he  says.  Indeed,  he 
has  spent  much  of  his  time  since  tak- 
ing over  (from  the  friend  who  orig- 
inally induced  him  to  join  the  ceme- 
tery's board  20  years  ago)  on  ne- 
gotiating a  new  wage  contract  with 
the  gravediggers  and  gardeners  who 
service  Mount  Olivet's  72  acres  of 
hilly  grass  and  trees  facing  Manhat- 
tan's skyline.  Like  many  other  bank- 
ers who  take  on  a  supposedly  half- 
time  job  after  retiring,  Waage  finds 
less  time  than  he  expected  for  the 
avocation  he  intended  to  pursue— 
writing.  He  is  currently  working  on 
a  history  of  banking  and  politics  from 
the  Civil  War  until  whenever  discre- 
tion will  force  him  to  end;  he's  not 
sure  yet.  Even  dearer  to  the  heart  of 
this  former  English  scholar  and  week- 
end sailor  ms  a  projected  study  on 
nautical  imagery  in  the  works  of 
Shakespeare. 

"At  the  beginning  of  The  Tempest, 
for  example,"  says  Waage,  "there's  a 
scene  aboard  ship  with  sailors  shout- 
ing directions  at  each  other.  Actually, 
it's  just  nonsense.  Though  he  was  a 
poet,  it's  cle^  Shakespeare  was  no 
sailor."  And  to  judge  by  his  chilling 
portrayal  of  Shylock,  the  cruel,  in- 
human moneylender  who  exacted 
the  famous  last  pound  of  flesh  from 
his  debtor,  Shakespeare  didn't  know 
that  much  about  bankers,  either.   ■ 


Tools  for  today 's  decision  makers. 

SEC  now  calls  for 
replacement  costs. 

Here's  the  system 
that  delivers  them. 

The  new  computerized  M&S  Fixed  Asset  Management  System 
takes  replacement  cost  accounting  in  stride.  Generates  all 
required  financial  and  tax  reports.  Offers  important  advantages 
over  existing  systems,  including:  1)  replacement  cost  accounting 
capability,  2)  385-character  asset  description.  3)  annual  updating 
of  insurable  values.  For  information  without  obligation,  call  or 
write:  Jack  Heath,  Vice  President,  or  contact  your  area  M&S  office. 

Phone:  (800)  421-8436 

In  California,  call  collect:  (213)  624-3661 

appraisals  by 
Ma]rsh2dl  and  Stevens 

Corporate  headquarters: 

1645-B  Beverly  Boulevard,  Los  Angeles,  California  90026 

Offices  around  the  world   ttl  A  Unionamerica  Company 


It's  axiomatic  that 
people  make  a  com- 
pany and  people  cause  a 
company  to  grow.  MAPCO 
people  work  harder  than  average 
at  this . . .  each  one  producing  an  annual 
average  of  $156,000  in  sales  and  revenues. 
This  compares  to  1965,  when  each  MAPCO 
employee  produced  an  average  of  $47,000 
in  annual  sales  and  revenues. 

To  learn  more  about  MAPCO's  growth  and 
how  it's  happening,  write  for  our  annual  report. 
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Todays  banking  methods  are  not  answering 
the  major  needs  of  business.  More  involvement  and 
creathdty  are  needed. 

Hereb  how  First  Chicago,  a  $19  billion  international  bank, 
is  opening  new  avenues  of  productivity  to  companies 
large  and  small. 


s 


One-way  banking.  Low  prices 
on  services.  Off-the-shelf  money 
with  few  questions  asked.  Little 
or  no  involvement. 

While  America's  GNP  was 
growing  at  a  steady  4%,  one-way 
banking  became  popular  and 
worked  fine.  But  coming  into  the 
VCXs  our  GNP  began  bouncing  up 
and  down  erratically.  And  our 
economy  stumbled  knee-deep 
into  a  long-term  capital  shortage. 

There  just  isn't  going  to  be 
enough  money  to  do  all  the  things 
business  would  like  to  do.  And  ask- 
ing banks  to  come  up  with  cash  on 
the  line  automatically,  is  like  asking 
for  the  miraculous. 

Two-way  banking.  The  em- 
phasis is  on  productivity;  mutual 
productivity. 


A.  For  the  customer  it  means 
bringing  the  bank  in  early  and 
keeping  it  involved  and  fully  in- 
formed. It  means  seeking  your 
bank's  brainpower,  not  just  its 
money,  and  utilizing  all  of  its  tal- 
ents and  services. 

B.  For  the  bank  it  means  shap- 
ing services  to  the  customer,  not 
trying  to  shape  the  customer  to  the 
service. 

C.  And  for  both  bank  and  cus- 


all  out  for  two-way  banking.  Becaui 
we're  convinced  ifs  the  most  pro- 
ductive approach  to  today's  mon 
problems.  And  because  we've  al- 
ways been  good  at  it. 

Step  1:  Having 
the  right  people. 


More  than  70  years  ago,  First 
Chicago  set  a  policy  of  hiring 
people  whose  talents  went  beyoi 


'The  emphasis  is  on  productivity;  mutual  productivitj, 


tomer  it  means  a  good  old-fash- 
ioned working  relationship  aimed 
at  coaxing  every  penny's  worth  of 
productivity  out  of  every  dollar's 
worth  of  assets. 

At  First  Chicago  we're  going 


banking.  We've  got  engineers- 
tumed-banker,  farmers-tumed- 
banker  and  oilmen-turned-bankt| 
They  are  the  heart  of  our  two-wa> 
banking  approach. 

Many  of  our  multi-talented 


pie  work  out  of  our  14  industry 
I  divisions  and  serve  the  speci- 
of  more  than  70  areas  of  busi- 
5  and  industry— everything 
1  aerospace  to  textiles,  cos- 
ies to  insurance. 

Step  2:  Using 
all  the  tools. 

In  addition  to  the  complete 
je  of  traditional  bank  tools.  First 
:ago  provides  almost  any  kind 
lancial  assistance  any  kind  of 
ipany  could  need. 
Cash  Management.  Advice  on 
)-term  debt  placement.  Secured 
ticing.  Leasing.  Merger  and  Ac- 
lition  advice.  Venture  Capital, 
sion  and  Profit  Sharing  Manage- 
it.  Bond  Services.  Real  estate 
suiting.  Plus  an  international 
ration  with  81  installations  in  41 
Q tries  to  extend  any  of  our  ser- 
s  to  any  comer  of  the  world. 
Last  year  our  Cash  Manage- 
it  experts  wrote  a  concise  guide 
le  techniques  of  Cash  Concen- 
in,  Zero-Balance  Disbursing, 
Aiuthorized  Checks  and  other 
1  management  tools.  We  pub- 
ad  it  and  to  date  over  10,000 
es  have  been  requested  by 
icial  officers  all  over  America. 


Our  International  Banking  De- 
partment has  published  a  368- 
page  guide  to  U.S.  exporting.  This 
guide  provides  a  complete  "how  to" 
reference  source  for  export-import 
techniques,  requirements,  and 
trade  and  financing  assistance  pro- 
grams available  to  American  com- 
panies. And  our  international 
people  won't  just  give  you  this 
book,  they'll  come  out  and  show 
your  people  how  to  use  it. 


Meeting  the  Almut  Bornhofen  at  docks ide. 

First  Chicago  international  banking  experts  go  the 

extra  mile  to  get  first-hand  knowledge. 


Step  3:  Going 

the  extra  mile. 

At  First  Chicago,  we  believe  a 
willingness  to  go  the  extra  mile  is 
the'sparkplug  of  two-way  banking. 

Early  last  year  one  of  our  cus- 
tomers, in  the  highly  competitive 
electronics  industry,  was  on  the 
verge  of  closing  a  $2  million  sale  to 
a  British  company.  Our  customer, 
who  had  had  a  disappointing  1974, 
wanted  the  sale  badly.  But  the  Bri- 
tish company  wanted  assurance 
that  its  order  would  be  fully  com- 
pleted and  on-schedule.  Our  cus- 
tomer was  afraid  the  poor  showing 
the  year  before  might  prompt  the 


British  company  to  change  their 
mind  about  the  sale.  He  called  us. 
We  called  our  London  office  and 
had  one  of  our  senior  officers  pay  a 
personal  visit  to  the  British  com- 
pany that  same  day.  The  sale  went 
through  smoothly. 

Another  of  our  customers  in 
the  agri-industry  wanted  to  build  a 
new$27-million  plant  and  was  con- 
sidering a  20-year,  long-term  debt 
placement.  Our  leasing  people  felt 
a  plant-leasing  setup  might  work 
better.  They  received  the  custom- 
er's cost  and  cash  flow  projections, 
did  an  analysis,  and  in  less  than  two 
weeks  came  back  with  a  new  pro- 
posal. That  proposal  saved  our  cus- 
tomer over  $14.6  million  in  gross 
financing  costs  over  the  projected 
20-year  period,  with  a  present  value 
savings  of  over  $6  million. 

Thafs  what  happens  on  a  two- 
way  banking  street.  A  street  where 
involvement  creativity,  mutual  un- 
derstanding and  loyalty  are  routine. 
Where  exceptional  accomplish- 
ment is  the  mle.  Isn't  this  the  kind 
of  banking  your  company  needs  to 
become  more  productive  in  these 
exceptional  times? 

Take  the  first  step.  Call  Thomas 
Benton,  Office  of  the  President 
today.  Phone:  (312)  732-6405. 


NORTH  AMERICA:  Atlanta;  Baltimore;  Boston; 
Chicago;  Cleveland;  Houston;  Kansas  City;  Los 
Angeles;  Mexico  City;  New  York;  San  Francisco; 
Toronto.  EUROPE:  Amsterdam;  Antwerp; 
Athens;  Bristol;  Brussels;  Cardiff;  Channel 
Islands;  Dublin;  Dusseldorf;  Edinburgh;  Frank- 
furt; Geneva;  Leicester;  London;  Madrid;  Milan; 
Munich;  Newcastle;  Paris;  Piraeus;  Rome;  Rotter 
dam;  Stockholm;  Warsaw.  MIDDLE  EAST:  Abu 
Dhabi;  Beirut;  Cairo;  Dubai;  Sharjah;  Tehran. 


AFRICA:  Lagos; 
AMERICA: 

Guatemala  City; 
Jose;  Sao  Paulo. 
Bridgetown; 
lego  Bay;  Ocho 
Prince.  FAR 
Hong  Kong; 
Singapore;  To- 
Manila;  Mel- 
©1976  The 
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Nairobi.  LATIN 
Bogota;  Caracas; 
Pana  ma  City;  San 
CARIBBEAN: 
Kingston;  Mon- 
Rios;  Port-au- 
EAST:  Bangkok; 
Jakarta;  Seoul; 
kyo  PACinC: 
bourne;  Sydney. 
First  National 
Bank  of  Chicago. 


FirstChicago 

The  Rrst  National  Bank  of  Chicago  ^^^m 

Productive  banking  for  productive  businesses. 


Heavy,  Heavy 


To  some  U.S.  bankers^  their  outstanding 
foreign  loans  to  underdeveloped  countries 
are  a  sword  of  Damocles  hanging  over 
their  heads.  And  the  loans  keep  growing. 


Mr.  X  is  a  top  banker,  well  respected 
in  the  banking  establishment.  A  firm 
establishment  rule  is:  Don't  wash 
banking's  dirty  linen  in  public.  For 
thic  reason,  Mr.  X  insists  on  anonym- 
ity in  speaking  his  mind  about  what 
he  regards  as  possibly  the  greatest 
threat  hanging  over  banking  today— 
those  tens  of  billions  of  dollars  of 
shaky  loans  to  the  poorer  countries 
of  the  world.  There  were  about  $19 
billion  in  such  loans  last  year;  there 
will  be  perhaps  $12  billion  this  year. 

Elsewhere  in  this  issue,  we  report 
how  the  banks  are  determinedly  tack- 
ling the  problem  of  bad  real  estate 
loans.  But  banker  X  thinks  this  new 
sword  of  Damocles  hanging  over  the 
industry  could  be  as  dangerous  or 
more  so. 

"I'm  not  predicting  a  collapse  next 
month  or  anything  like  that,"  Mr.  X 
cautions.  But  he  stresses  that  the  in- 
ternational lending  scene  is  fraught 
with  pitfalls  that  most  bankers  are 
underestimating. 

"Take  the  Soviet  Union  and  its 
economic  satellites  [Comecon],"  says 
Mr.  X.  "There  is  growing  evidence 
that  they  are  having  increasing  dif- 
ficulty in  their  foreign  exchange."  Last 
year,  for  instance,  Comecon  countries 
borrowed  several  billion  more  in 
the  Eurodollar  markets;  their  total 
debt  to  the  West  is  now  over  $30 
billion. 

"These  loans  are  based  on  faith, 
and  not  on  anybody's  particular 
knowledge  of  the  countries'  reserves, 
their  capacity  to  withstand  adversity 
in  their  balance  of  payments  or  their 
foreign  exchange  earnings  capacity 
to  pay  the  debt.  It  is  based  solely  on 
the  Soviet  Union's  credit  repayment 
habits  of  the  postwar  period.  In  ef- 
fect, Western  lenders  are  trusting  that 
the  borrowers  know  their  own  bor- 
rowing limits." 

And  that,  says  Mr.  X,  is  asking  for 
trouble. 

Then  there  are  the  poorer  coun- 
tries that  lack  oil:  "The  same  coun- 
tries are  borrowing  year  after  year 
and  are  expecting  to  continue  to  bor- 
row for  another  ten  years.  They  are 
counting   on    their   initial   borrowings 


being  invested  so  wisely  as  to  gen- 
erate foreign  exchange  earnings  fast 
enough  so  that  their  total  debt 
doesn't  rise. 

"Well,  their  total  debt  is  rising 
faster  than  their  capacity  to  pay." 

What  about  Brazil?  "Brazil  has 
had  three  years  of  very  substantial 
deficits.  She  has  not  found  oil,  and 
she  cannot  reduce  her  oil  imports 
significantly,  because  if  she  does  her 
industrialization  will  slow.  Each  year 
she  borrows,  her  debt  burden  in- 
creases. Brazil  was  using  foreign  cap- 
ital to  develop  industry  and  its  re- 
sources and  was  not  anticipating  that 
she  was  going  to  get  a  $5-billion  kick 
in  the  pants  in  higher  oil  prices. 

"Every  corporation  reaches  a  point 
where  it  is  no  longer  creditworthy. 
Look  at  Penn  Central  or  W.T.  Grant 
or  New  York  City.  It  can  happen  to 
a  country  too,"  even  an  asset-rich  one 
like  Brazil. 

The  Time  Can  Come 

It  could  reach  a  point,  the  banker 
fears,  where  restructuring  the  na- 
tions' debt  won't  suffice.  "In  loan  syn- 
dicates, you  would  have  to  start  in- 
ducing banks  to  stay  in.  Rolling  over 
debt  would  become  more  difficult. 
Look  at  what  happened  to  the  real 
estate  investment  trusts  or  to  our  mu- 
nicipal bond  markets  for  a  while  in 
the  wake  of  New  York  City's  woes. 

"Last  year,"  notes  Mr.  X,  "South 
Korea  damn  near  ran  out  of  capacity 
to  raise  money  in  the  international 
markets." 

The  banker  warns  that  as  these 
debts  mount,  so  does  the  cost  of  car- 
rying them— especially  at  bank  rates 
of  interest— and  the  strain  on  a  poor 
country's  balance  of  payments  gets 
nearly  unbearable.  "The  political 
pains  that  are  going  to  develop  in 
these  countries  from  this  borrowing 
could  outpace  the  eventual  payoffs 
from  projects  and  from  industrializa- 
tion. The  classic  remedy  for  a  coun- 
try with  balance-of-payments  prob- 
lems—austerity—is not  the  kind  gov- 
ernments can  impose  for  long  and 
get  away  with.  Their  people  won't 
stand  for  it. 


"The  difference  about  Brazil,  Ko- 
rea and  others  is  that  they  are  author- 
itarian, and  that  allows  them  to  have 
repression  without  the  consequences 
—for  a  while." 

As  Forbes  pointed  out  last  issue 
{The  Economy,  p.  87),  many  bank- 
ers are  counting  on  a  bailout  from 
Uncle  Sam  and  other  industrial  pow- 
ers. This  banker  warns  against  com- 
placency on  this  score. 

"If  the  losses  are  large,  I  don't 
think  it  would  be  politically  possible 
in  the  U.S.  If  a  big  bailout  is  neces- 
sary, the  banks  would  pay  a  heavy 
price"— perhaps  some  form  of  dis- 
guised nationalization,  Mr.  X  fears. 

Why  have  bankers  gotten  them- 
selves so  deep  into  this  kind  of  lend- 
ing? And  why  aren't  they  more 
worried? 

Replies  Mr.  X:  "From  the  1950s 
right  down  to  this  present  day,  there 
has  developed  an  impression  in  com- 
mercial banking  circles  that  coun- 
tries cannot  and  do  not  renege  on 
their  debts.  No  country  really  has." 

But  that,  says  Mr.  X,  is  almost  be- 
side the  point.  '"Not  paying  debts  is 
not  a  matter  of  intention.  It  is  a  mat- 
ter of  capacity." 

He  has  a  point  there— you  can't  pay 
principal  and  interest  with  good  in- 
tentions. A  country  can't  go  broke? 
That's  what  they  used  to  say  about 
Penn  Central.  First,  that  it  wouldn't 
go.  Then,  that  the  Government 
wouldn't  let  it.  Only  Penn  Central 
did  go  broke. 

The  banker  isn't  saying— and  we're 
not  saying— that  Brazil  or  Mexico  or 
South  Korea  are  Penn  Centrals.  OiiK 
that  if  you  lend  a  man  more  moni-y 
than  he  can  readily  pay  hack,  you're 
not  doing  him  a  favor  in  the  long 
run— and  you're  taking  an  awful  risk 
yourself.   ■ 
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'Kodak  showed  us  how  to  save  ^175,000  a  year 
on  order-entry  operations!^  That  s  what  a  major  manufac 

turing  company  reports  saving 
since  it  adopted  the  rapid-access  micro- 
film program  recommended  in  a  Kodak 
proposal. 

In  another  recent  case,  a  casualty 
insurance  company  was  able  to  cut  indi- 
vidual file  search  time  from  hours  to 
minutes  with  film.  They're  saving 
$45,000  a  year  in  the  bargain. 

You  already  know  you  can  save 
money  with  Kodak  microfilm.  But  now, 
the  need  is  to  look  beyond  the  savings 
generated  in  routine  applications. 

To  make  this  kind  of  progress  in 
your  organization  takes  your  determina- 
tion to  seek  better  answers  and  then  to 
>  act  on  them.  The  sooner  you  ask  us,  the 

sooner  we  can  help  with  an  in-depth 
proposal.  If  you've 
already  received 
Kodak  Proposal, 
act  on  it  now  and 
start  saving. 

Write  on  your 
letterhead  to  D.  W. 
Storey,  Eastman  Kodak 
Company,  Dept.6601, 
Rochester,  N.Y.  14650.  What  you're  sav- 
ing now  with  microfilm  is  only 
the  beginning. 


^e 

Ask 
us 


Kodak 


If  jmiire  the  one  i«lio  never 
had  an  acddent,!^  is  jmir 
insonmce  hill  going  up  20%? 


The  cost  of  acci- 
dents has  skyrocketed. 

Medical  expenses 
have  spiraled.  Repair 
costs,  wage  losses, 
and  legal  fees  have  all 
increased. 

And  this  directly 
affects  everybody's 
auto  insurance  bill. 

The  average  in- 
crease you  can  expect 
is  about  20%.  In 
some  states  it  could 
be  even  greater 

In  the  same  way,  the  higher  cost 
of  your  homeowners  insurance 
reflects  the  higher  prices  insurance 
companies  have  to  pay  to  replace 
a  damaged  roof,  broken  window,  or 
a  whole  house. 

And  businesses  are  paying 
more  for  their  commercial  insur- 
ance due  to  the  rising  costs  of  labor, 
buildings,  and  equipment. 

Insurance,  after  all,  is  simply  a 
means  of  spreading  risk. 

Insurance  companies  coUect 
premiums  from  many  people  and 


compensate  the  few  who  have 
losses. 

The  price  of  insurance  must 
reflect  the  rising  cost  of  compensat- 
ing those  losses  and  the  work  that 
goes  into  doing  that.  And  that's  why 
your  premiums  have  been  going  up. 

No  one  likes  higher  prices. 
But  we're  teUing  it  straight. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMMNIES 

THE  POUCY  MAKERS. 


THE  50  LARGEST  TRUST  OPERATIONS 

Trust  department  revenue  should  grow  considerably  during  1976, 
although  the  1975  results  shown  below  are  frequently  lower  than 
those  of  the  year  before.  That's  because  fees  are  usually  based  on 
the  value  of  managed  portfolios,  and  the  first  half  of  1975  reflected 
late  1974's  depressed  stock  market  values. 


Market  Value 

Percent 

Trust 

%of 

of  Trust 

Change 

Department 

Gross 

1975 

Assets 

From 

Revenue 

Operating 

Rank 

Company 

(Mil) 

1974 

(Thou)t 

Income 

1 

j  P  Morgan 

$22,510 

26.4 

$91,811 

4.7 

2 

Citicorp 

21,828 

39.5 

64,289 

1.3 

3 

Bankers  Trust 

18,900 

30.3 

40,376 

2.7 

4 

Chase  Manhattan 

12,856 

5.9 

55,818 

1.7 

5 

Mellon  National 

11,149* 

19.2 

15,802 

2.3 

6 

U  S  Trust  Co  of  N  Y 

9,949 

13.9 

38,077 

47.1 

7 

Manufacturers  Hanover 

9,584 

19.2 

34,496 

1.9 

8 

BankAmerica 

8,408 

30.0 

35,999 

0.8 

9 

Harris  Bankcorp 

7,929 

23.6 

18,135 

6.4 

10 

National  Detroit 

7,714 

36.6 

16,169 

3.3 

11 

First  Chicago 

7,301 

20.4 

29,349 

2.0 

12 

Continental  Illinois 

6,845 

18.0 

31,845 

2.2 

13 

Chemical  New  York 

6,242 

22.5 

31,870 

1.8 

14 

Nortrust 

6,173 

28.8 

25,757 

9.5 

15 

First  National  Boston 

6,049 

29.0 

24,067 

3.3 

16 

Wilmington  Trust 

5,784 

5.0 

7,094 

10.8 

17 

First  Bank  System 

5,600 

24.4 

18,654 

3.6 

18 

Bank  of  New  York 

5,179 

32.1 

32,314 

10.1 

19 

CleveTrust 

4,850 

18.3 

15,316 

5.6 

20 

Western  Bancorp 

4,000* 

0.0 

24,791 

1.8 

21 

First  Union  Bancorp 

3,794 

24.2 

9,789 

5.8 

22 

First  Wisconsin 

3,784 

43.0 

8,457 

3.4 

23 

Marine  Midland  Banks 

3,552 

18.0 

13,607 

1.6 

24 

Northwest  Bancorp 

3,502 

14.7 

15,364 

2.8 

25 

Charter  New  York 

3,446 

27.6 

18,503 

2.6 

26 

Girard 

3,430 

22.9 

13,797 

5.5 

27 

Security  Pacific 

3,416 

15.4 

20,083 

1.8 

28 

Crocker  National 

3,385 

27.9 

15,537 

1.9 

29 

Wells  Fargo 

5,384 

11.3 

17,566 

1.9 

30 

Lincoln  First  Banks 

3,272 

34.8 

9,794 

5.1 

31 

Wachovia 

2,955 

28.9 

9,809 

3.8 

32 

Provident  National 

2,821 

20.7 

10,861 

7.1 

33 

Pittsburgh  National 

2,660 

19.8 

11,553 

5.1 

34 

Trust  Co  of  Georgia 

2,565 

20.4 

8,423 

6.0 

35 

Republic  of  Texas 

2,531 

28.6 

10,637 

3.0 

36 

National  City  Corp 

2,516 

16.4 

8,034 

4.5 

37 

Fiduciary  Co  of  N  Y 

2,450 

12.2 

7,571 

64.8 

38 

DETROITBANK 

2,446 

21.3 

10,052 

4.6 

39 

Fidelcor 

2,369 

19.6 

10,488 

4.5 

40 

Mercantile  Bankshares 

2,366 

14.9 

10,067 

16.5 

41 

Hartford  National 

2,267 

34.0 

9,346 

7.9 

42 

First  Pennsylvania 

2,253 

25.8 

10,409 

1.9 

43 

Citizens  &  Southern 

2,208 

22.7 

8,193 

3.1 

44 

Manufacturers  National 

2,176 

29,1 

4,908 

2.5 

45 

Mercantile  Bancorp 

2,100 

31.3 

7,094 

3.7 

46 

First  IntI  Bankshares 

2,092 

21.0 

9,851 

2.3 

47 

American  National  Bank**       1,975 

17.8 

6,222 

5.7 

48 

CBT  Corp 

1,963 

26.4 

8,500 

5.7 

49 

Fidelity  Union  Bancorp 

1,961 

15.8 

6,021 

5.5 

50 

BanCal  Tri-State 

1,896 

15.6 

10,179 

4.6 

t  Usua 

ly  includes  corporate  trust  deportment 

ncome. 

*  Inclu 

des  the  Commonwealtli  of  Pennsylvania 

Retirement  Funds  as 

oaeni. 

t  Company  estimate.          ♦•  Subsidiary  of  Wo! 

ler  E  Heller   Internotionol 

Rating 
The  Banks 


Compressed  into  the  following  four 
pages  is  the  story  of  the  100  biggest 
U.S.  bank  holding  companies.  These 
are  ranked  by  assets  size.  Shown  also 
are  these  key  ratios:  growth,  earnings 
rates  and  stock  market  multiples. 

As  the  statistics  show— and  as  our 
articles  analyze— in  banking,  the  giants 
are,  by  and  large,  getting  gianter.  In 
a  business  where  $1  billion  in  assets 
makes  you  merely  middling-sized,  the 
smaller  banks  are  tending  to  lag  in 
growth.  Among  the  top  ten  in  size. 
First  Chicago  has  the  highest  four- 
year  compound  growth  rate  in  assets, 
21.2%.  The  top  ten  average  17.5%. 
This  contrasts  with  an  average  of  only 
12.9%  for  all  100  banks. 

But  some  giants  did  better  than 
others.  Citicorp's  earnings  per  share 
grew  at  an  annual  rate  of  16.2%;  rival 
Chase  Manhattan's  earnings  grew  at 
only  5.2%.  Not  surpri.singly,  there  is  a 
close  conelation  between  the  rate  of 
earnings  growth  and  stock  price  mul- 
tiples. Fast-growers  Citicorp  and 
BankAmerica  sell  at  12  times  earn- 
ings; Chase  at  a  multiple  of  6. 

The  left-hand  side  of  the  following 
pages  provides  data  that  is  useful  in 
judging  the  quality  of  management- 
loan  loss  experiences.  While  growing 
quickly,  Citicorp  has  been  able  to 
keep  its  losses  in  check— at  eight- 
tenths  of  1%  for  loan  charge-offs  in 
relation  to  total  loans.  The  figures  also 
show  that  Citicorp  has  a  relatively 
large  proportion  of  its  total  assets  in 
loans,  rather  than  in  investments— a 
healthy  thing  as  far  as  profits  are 
concenied. 

As  one  descends  the  table,  growth 
rates  become  lower  as  do  price  multi- 
ples, while  yields  move  up  sharply  to 
where  even  10%  is  seen. 

In  the  list  of  trust  assets  (left), 
the  rousing  year-end  stock  rally  shows 
up  vividly  in  the  rise  in  value  of 
trust  assets  by  amounts  ranging  from 
15%  to  a  few  over  30%.  This  contrasts 
with  the  1974  experience,  when  as- 
sets fell  15%  to  20%  for  most  banks. 

J. P.  Morgan  remains  in  top  spot  in 
trust  management,  although  the  in- 
crease in  Citicorp  tnjst  assets  brings 
the  latter  within  hailing  distance.  But 
Citicorp  still  falls  far  behind  Morgan 
in  trust  business  in  terms  of  income, 
having  revenues  that  are  only  two- 
thirds  tho.se  of  Morgan.    ■ 
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100  Largest  Bank  Holding  Companies 


Rank 


Total 
Assets 


% 


Total        Demand 
Deposits      Deposits 


1975  Size  Measures  ($  Millions) 

Loan  Loss      Charge-Offs 
Total    Res  as  %  %of         Total 

Loans    of  Loans       Amt      Loans    Investments 


Total 
Capital 


Gross 

Operating 

Income 


Net 
Income 


Company  &  Headquarters 


1 
2 
3 
4 
5 


31 


33 
34 
35 


38 
39 
40 


$66,763 
57.850 
41,414 
28,291 
25,832 


23,771 
20,611 
20,226 
19,012 
18,713 


14,874 
12,362 
11,107 
11,104 
10,449 


9,018 
8,614 
7,387 
7,347 
7,173 


7,067 
7,018 
6.356 
5,215 

•.577 


4,0Si 
4,088 
4.025 
3,661 
3,646 


^ 


13 
44 
45 


3,532 
3,519 
3,328 
3,300 
3,277 

3,250 
3,219 
3,216 
3,190 
3.105 


$56,545 
44,681 
33,928 
23,471 
19,938 

19,392 
16,945 
15,300 
14,193 
15,119 


:6i 
:\  0 

29  5 

30  6 
29  I 

51  6 

:t  3 

24  1 

roi 

3/5 


$;:,8i3 

36.033 
28,740 
15,775 
13,223 


12,199 
9,824 
9,861 
9,568 
8,845 


7,008 
6,543 
6,094 
5,945 
5,650 


33  1 
29  6 
42.2 
318 
33  1 

291 
27.8 
38.0 
37.5 
36  2 


4,456 
2,463 
4,945 
3,929 
3,767 


27.1 
395 
37.0 
400 
43.8 


3,640 
3,623 
3,708 
3,163 
2.897 


36.6 
44.5 
45.2 
39.0 
41.5 


3,078 
3,373 
3,265 
2,955 
2,950 


483 
349 
41.9 
359 
42.8 


2,792 
2,839 
1,275 
2,860 
2,628 


39.0 
44.0 
43.4 
29.0 
35.1 


2,655 
2,336 
2,657 
2,662 
2,294 


39.9 
45.4 
35.5 
28.6 
37.6 


13.465 
]!.118 
12.154 
11,372 
10,107 


8480 
7.513 
5  CIS 
e,277 
6.137 


4.693 
4,235 
4.159 
3,968 
4,077 

3,967 
5,636 
2,909 
2,498 
2.119 


2,658 
2,111 
2,339 
1,844 
2,377 


2,177 
2,244 
2,019 
2.016 
1,825 


1,459 
1,582 
2,372 
2,162 
2,026 

1,648 
1,519 
1,422 
1,815 
1,769 


0.8 
0.8 
1.0 
0.9 
1.0 


$69.5 

299.4 

251.0 

70.0 

82.9 


0.2 
08 
09 
0.5 
0.6 


1.3 
08 
1  3 
1.0 
1.0 


1282 
97.7 
68.9 
92.9 
46.8 


10 
09 
06 
0.8 
0.5 


$10,050  $2,746  $4,743  $302.8  BankAmerica  Corp  (CaliO 

4,282  4,364  4,937  349.9  Citicorp  (NY) 

3,360  2,301  3,232  173.7  Chase  Manhattan  Corp  (NY) 

1,615  1,495  1,858  142.4  Manufacturers  Hanover  (NY) 

2,825  1,611  1,961  183.8  J  P  Morgan  &  Co  (NY) 

2,996  1,193  1,797  95.9  Chemical  New  York  Corp  (NY) 

1,479  969  1,495  63.2  Bankers  Trust  New  York  (NY) 

2.281  1,006  1,441  112.9  Continental  Illinois  (HI) 

2,437  1,135  1,447  107.5  First  Chicago  Corp  (III) 

3,031  1,120  1,356  76.4  Western  Bancorporation  (CaliO 


0.9 
0.8 
1.1 
1.6 
1.0 


55.4 
409 
348 
54.3 
47.8 


06 
06 
07 
08 
0.8 


1,961 
1,695 
1.171 
1,478 
1,428 


807 
783 
538 
657 
579 


1,137  65.3  Security  Pacific  Corp  (Calif) 

938  56.8  Wells  Fargo  &  Co  (Calif) 

709  45. 1  Charter  New  York  Corp  (NY) 

851  15.0  Marine  Midland  Banks  (NY) 

798  40.1  Crocker  Nattonai  Corp  (CaliO 


1.6 
0.9 
1.1 
1.2 
1.0 


23.1 
486 
126 
15.4 
90 


0.5 
1  1 
0.3 
04 
0.2 


1,064  847  700  61.2  Mellon  National  Corp  (Pa) 

934  903  727  43.5  First  National  Boston  (Mass) 

1,787  599  540  57.4  Northwest  Bancorp  (Minn) 

1,276  531  490  51.1  National  Detroit  Corp  (Mich) 

1,404  661  518  61.9  First  Bank  System  (Minn) 


1.2 

14 
1.5 
1.0 
1.2 


16.1 
7.4 

18.5 
9.4 
7.6 


0.8 

C3 
0.9 
0.5 
0.4 


629 
934 
955 
408 
844 


388 
377 
238 
227 
242 


288 
274 
256 
252 
245 


183 
40,8 
12.3 
16.4 
11.5 


NCNB  Corp  (NC) 
CleveTnist  Corp  (Ohio) 
Union  Bancorp  (CaliO 
Girard  Company  (Pa) 
First  Wisconsin  Corp  (Wise) 


16  2.7  0.2  739  272  271  26.3  Nortrust  Corp  (III) 

16  6.4  0.4  673  341  255  37.1  Wachovia  Corp  (NC) 

15  18.7  0.8  227  710  325  30.4  Walter  E  Heller  int'l*  (III) 

0.5  10.0  0.5  614  240  254  24.1  Michigan  National  Corp  (Mich) 

0.8  7.4  0.5  687  195  232  18.1  Valley  National  Bank*  (Ariz) 

1-7  16.0  1.1  914  279  235  13.0  Southeast  Banking  Corp  (Fla) 

11  5.5  0.4  656  225  225  28.1  Pitteburgh  National  (Pa) 

0.9  12.3  0.9  1,121  253  227  23.7  BancOhIo  Corp  (Ohio) 

11  4.2  0.2  774  219  217  26.9  DETROITBANK  Corp  (Mich) 

0-7  3.8  0.2  504  248  223  25.0  U  S  Bancorp  (Ore) 


*  Bonk  only 


ly.  Not  organized  as  a  holding  company.         t  Includes  the  results  of  non-bank  operations  where  appllcoble. 


1.9 

30.0 

0.8 

723 

503 

552 

182 

First  Pennsylvania  Corp  (Pa) 

1.1 

502 

09 

676 

2,380 

1,289 

90.4 

CIT  Financial  Corpf  (NY) 

1.1 

13.1 

05 

1,153 

472 

435 

51.7 

First  Inf  1  Bancshares  (Texas) 

1.1 

10.5 

0.4 

729 

349 

350 

44.0 

Republic  of  Texas  (Texas) 

0.9 

9.3 

0.5 

856 

272 

290 

27.6 

First  City  Bancorp  (Texas) 

1.0 

115 

05 

457 

248 

354 

31.7 

Seafirst  Corporation  (Wash) 

10 

5.5 

0.3 

759 

289 

278 

350 

Texas  Commerce  Bshs  (Texas) 

1.1 

7.1 

0.3 

922 

319 

319 

33.2 

Bank  of  New  York  (NY) 

1,4 

2.9 

02 

626 

314 

283 

30.2 

Harris  Bankcorp  (III) 

1.6 

15.8 

0.7 

434 

325 

333 

27.1 

Philadelphia  National  (Pa) 
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statistical  Profile 


Gmwth  Measures 

Profitability  A  Cost  M 
4-Year        Earned 
Return  on      on  Loans 
Equity           1975 

fiisims— »-« 

$tof  k  n«t. 

Average  Asaeti 
4-Year        1975  vs 
Dfflpoundeii      1974 

Equity  Per  Share 
4-Ye8r         1975  vs 

Earnings  Per  Stiare 
4-Year         1975  vs 
Compounded      1974 

Overiiead 

Times  Nl 

1975 

Recent 
Price 

Latest  12 
Montlis 
E/P/S 

P/E 
Ratio 

indicated 

Yield 

% 

18.1% 

13.90^ 

9.7% 

12.8o^ 

13.4% 

18.0% 

15.30/0 

9.8% 

4.6 

53% 

$4.45 

12.0 

2.9 

20.7 

13.0 

11.2 

11.4 

16.2 

11.4 

15.7 

10.0 

3.3 

33»/2 

2.85 

11.8 

2.9 

12.9 

1.8 

7.3 

6.8 

5.2 

-3.9 

12.2 

8.8 

4.5 

273/i 

4.26 

6.4 

8.0 

18.2 

13.1 

7.8 

10.0 

14.4 

11.6 

13.7 

8.9 

3.1 

36% 

4.19 

8.7 

4.9 

19.0 

13.3 

10.0 

10.9 

10.9 

10.7 

15.5 

9.0 

1.5 

59»/4 

4.73 

12.5 

3.0 

19.8 

15.7 

4.3 

7.0 

6.5 

11.8 

10.8 

8.6 

4.5 

37% 

6.21 

6.0 

7.7 

16.1 

-1.1 

6.0 

4.2 

3.8 

-13.9 

11.5 

8.7 

5.8 

33V4 

4.90 

6.8 

9.0 

18.4 

-1.2 

8.3 

10.3 

12.1 

17.8 

14.0 

8.7 

2.4 

49% 

6.53 

7.6 

4.7 

21.2 

4.1 

8.2 

8.7 

11.2 

1.9 

13.0 

8.2 

2.1 

21% 

2.64 

8.3 

4.4 

10.9 

1.7 

6.3 

5.6 

1.9 

-9.6 

11.2 

8.9 

7.1 

20% 

3.06 

6.7 

6.8 

13.8 

1.3 

5.2 

5.9 

5.5 

15.8 

10.3 

8.9 

5.4 

20% 

3.16 

6.5 

6.8 

13.9 

-0.6 

7.1 

8.1 

15.7 

18.4 

11.3 

9.0 

4.9 

2iy. 

2.79 

7.8 

4.6 

12.2 

-0.9 

5.8 

8.0 

13.7 

17.3 

11.2 

8.5 

4.1 

24% 

4.83 

5.0 

8.2 

5.3t 

-10.7t 

4.7 

-1.0 

-23.6 

-62.2 

9.3 

9.2 

17.8 

10% 

0.52 

19.5 

7.9 

14.3 

7.2 

3.6 

1.8 

1.1 

51.3 

10.5 

8.9 

6.3 

227, 

3.32 

6.9 

7.3 

.  13.4 

-1.5 

6.0 

6.0 

8.4 

6.1 

10.5 

8.7 

2.4 

58% 

5.90 

10.0 

4.4 

14.4 

-4.1 

6.3 

4.3 

-1.3 

-18.6 

11.0 

9.0 

4.0 

26 

3.14 

8.3 

7.2 

11.7 

5.4 

8.6 

9.4 

10.3 

13.8 

13.7 

9.1 

3.2 

51% 

4.93 

10.5 

3.3 

8.2 

-0.8 

7.9 

9.0 

8.5 

14.4 

12.0 

8.4 

2.4 

47% 

8.39 

5.6 

5.8 

11.6 

3.4 

9.1 

9.2 

7.4 

9.2 

14.4 

8.6 

2.4 

♦3% 

4.10 

10.7 

3.5 

18.8 

8.4 

6.7 

2.3 

-15.6 

-49.1 

13.9 

10.1 

9.1 

15% 

1.05 

14.4 

8.7 

5.0t 

-2.5t 

5.0 

1.7 

3.2 

4.9 

12.7 

a4* 

3.4 

30% 

4.57 

6.6 

7.3 

17.0 

8.6 

11.1 

11.6 

12.8 

13.3 

16.1 

9.5 

1.9 

42% 

3.52 

12.1 

2.6 

14.6 

1.6 

11.5 

12.7 

U.9 

15.2 

15.6 

9.2 

1.8 

30% 

3.79 

8.0 

3.6 

17.5 

8.1 

9.4 

10.3 

14.3 

13.0 

13.7 

9.3 

3.0 

32% 

3.08 

10.6 

3.1 

13.6 

6.5 

9.0 

15.0 

9.2 

8.3 

13.8 

9.2 

3.8 

30% 

3.44 

8.9 

3.6 

22.1 

12.9 

10.9 

11.3 

16.8 

17.0 

15.4 

9.2 

2.1 

39% 

3.12 

12.7 

2.5 

5.8 

-0.6 

8.2 

8.4 

6.2 

-2.5 

14.4 

8.7 

3.8 

31% 

5.52 

5.7 

7.0 

14.6 

1.3 

9.0 

10.0 

16.0 

10.0 

12.8 

8.5 

2.9 

35% 

4.97 

7.1 

4.3 

10.3 

-1.3 

7.1 

6.9 

2.3 

2.9 

12.8 

9.5 

4.0 

29% 

4.30 

6.8 

7.2 

20.1 

-4.9 

12.9 

3.4 

-1.9 

0.9 

13.1 

9.6 

5.2 

9% 

1.01 

9.8 

5.3 

10.0 

5.6 

7.5 

7.3 

8.7 

6.5 

11.2 

8.5 

1.7 

41% 

6.48 

6.4 

5.8 

8.3 

-12.2 

8.4 

1.4 

-10.1 

-26.9 

11.5 

9.1 

6.8 

9% 

1.00 

9.8 

8.6 

8.5 

-3.3 

5.8 

5.4 

1.4 

16.5 

11.1 

8.8 

4.6 

41% 

6.1c 

6.8 

7.8 

11.3 

-6JB 

3.6 

2.7 

-6.0 

168.9 

8.5 

8.9 

7.0 

21% 

2.76 

7.9 

8.0 

12.0 

5.2 

7.8 

9.4 

10.8 

18.5 

12.3 

8.5 

3.1 

38% 

5.13 

7.5 

4.2 

13.7 

-0.3 

8.3 

8.5 

6.9 

21.8 

12.8 

9.8 

2.8 

23% 

2.62 

9.0 

3.2 

34.9 

5.5 

10.0 

10.1 

8.9 

6.5 

15.9 

13.8 

3.0 

21% 

2.61 

8.1 

4.3 

7.3 

3.0 

14.7 

12.6 

9.0 

22.1 

17.3 

9.7 

3.6 

26% 

4.52 

5.9 

3.8 

10.9 

3.0 

7.5 

7.7 

5.3 

10.3 

12.8 

8.9 

5^ 

17% 

1.97 

8.8 

4.9 

16.6t 

6.8t 

9.1 

2.6 

-5.4 

-31.6 

12.3 

9.2 

7.6 

10 

1.01 

9.9 

4.0 

11.1 

8.4. 

7.7 

8.5 

8.9 

7.3 

13.0 

8.9 

2.9 

35% 

4.64 

7.6 

5.0 

10.8 

5.1 

7.8 

7.2 

6.2 

12.9 

11.0 

9.4 

3.0 

16% 

3.27 

5.0 

7.3 

6.6 

-0.4 

9.0 

9.0 

10.0 

6.0 

13.0 

8.4 

2.3 

48% 

8.21 

5.9 

5.7 

10.3 

3.7 

9.2 

10.4 

13.6 

7.7 

15.0 

8.0 

3.5 

25% 

3.16 

8.2 

3.9 

t  Growth 

based  on   y«ar-end   assets. 

*  Banking   operations  only. 
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100  Largest  Bank  Holding  Companiej 


Rank 


% 
Total  Total       Demand 

Assets       Deposits     Deposits 


1975  Size  Measures  ($  Millions) 

Loan  Loss     Charge-Offs 
Total     Res  as  %  %of        Total 

Loans     of  Loans     Amt       Loans  Investments 


Total 
Capital 


Gross 

Operating 

Income 


Net 
Income 


Company  &  Headquarters 


46 

$3,084 

$2,538 

39.0 

$1,609 

0.9 

$11.8 

0.7 

$465 

$161 

$219 

$  3.2 

BanC<tTr{-State(OaiiO 

47 

3.083 

2,351 

52.7 

1,891 

1.6 

29.6 

1.6 

403 

217 

265 

15.8 

Citizens  &  Southern  (Ga) 

48 

2,952 

2,367 

36.8 

1,897 

1.7 

9.8 

0.5 

376 

239 

234 

13.0 

Fidelcor  (Pa) 

49 

2.822 

2,482 

33.2 

1,608 

0.9 

5.6 

0.3 

702 

201    * 

198 

19.7 

Manufacturers  National  (Mich) 

50 

2,816 

1,970 

48.3 

1,060 

2.0 

3.7 

0.4 

700 

200 

117 

29.3 

National  City  Corp  (Ohio) 

51 

2,772 

2,064 

43.1 

1,190 

1.0 

8.2 

0.7 

567 

232 

191 

22.8 

Mercantile  Bancorp  (Mo) 

52 

2,758 

2,240 

36.5 

1,595 

1.2 

1.5 

0.1 

353 

146 

217 

18.5 

Rainier  Bancorp  (Wash) 

53 

2,638 

2,146 

42.5 

1,440 

1.1 

10.5 

0.7 

562 

209 

191 

12.2 

Uncoln  First  Banis  (NY) 

54 

2,580 

1,878 

46.7 

1,172 

1.2 

5.1 

0.4 

551 

183 

167 

17.9 

First  Union  Bancorp  (Mo) 

55 

2,450 

1,869 

42.2 

1,323 

1.1 

12.7 

1.0 

458 

219 

194 

12.1 

United  Va  Bankshares  (Va) 

56 

2,374 

1,919 

38.1 

1,492 

0.9 

6.3 

0.4 

263 

160 

178 

20.5 

Maryland  National  Corp  (Md) 

57 

2.349 

1,430 

30.1 

1,067 

0.7 

4.9 

0.5 

407 

121 

208 

6.3 

Equimark  Corp  (Pa) 

58 

2.326 

1,792 

52.5 

1,085 

1.5 

16.0 

1.4 

394 

171 

170 

1.9 

Shawmut  Corp  (Mass) 

59 

2,221 

1,941 

44.0 

1,084 

1.4 

15.2 

1.4 

731 

194 

180 

10.4 

Barnett  Banks  (Fla) 

60 

2.203 

1,843 

40.2 

1,100 

0.8 

7.1 

0.6 

521 

172 

145 

13.5 

Rrst  National  State  (NJ) 

61 

2,143 

1,569 

37.7 

1,067 

1.2 

13.5 

1.2 

446 

168 

169 

12.7 

American  Fletcher  Corp  (Ind) 

62 

2,134 

1,516 

26.9 

1,377 

0.7 

4.3 

0.3 

282 

221 

189 

11.9 

industrial  National  Corp  (Rl) 

63 

2.126 

1,453 

57.6 

1,216 

1.7 

21.7 

1.7 

178 

192 

191 

7.1 

First  National  Holding  (Ga) 

64 

2,122 

1,638 

38.2 

1,278 

1.2 

12.0 

0.9 

494 

179 

158 

15.9 

Centran  Corp  (Ohio) 

65 

2.121 

1,750 

45.4 

911 

1.3 

3.4 

0.4 

670 

143 

135 

14.6 

Southwest  Bancshares  (Texas) 

66 

2,106 

1,691 

37.8 

1,202 

1.0 

1.4 

0.1 

412 

211 

162 

20.1 

First  Security  Corp  (Utah) 

67 

2.095 

1,592 

43.5 

1,113 

1.7 

13.3 

1.2 

427 

200 

174 

7.4 

First  Union  Corp  (NC) 

68 

2.065 

1,800 

59.8 

1,040 

1.9 

8.4 

0.9 

249 

98 

119 

-20.9 

Hartford  National  Corp  (Conn) 

69 

2,026 

1,808 

36.4 

1,252 

0.4 

2.6 

0.3 

361 

126 

98 

6.4 

California  Rrst  Bank*  (Calif) 

70 

1,993 

1,801 

45.6 

1,077 

1.2 

6.0 

0.6 

555 

153 

142 

12.6 

BayBanks  (Mass) 

71 

1,948 

1,454 

52.5 

1,096 

1.0 

12.9 

1.2 

237 

141 

150 

8.9 

CBT  Corp  (Conn) 

72 

1,942 

1,331 

47.9 

1,001 

1.4 

4.7 

0.4 

364 

116 

149 

1.3 

Indiana  National  Corp  (Ind) 

73 

135S 

1,368 

52.3 

957 

1.9 

11.0 

1.1 

445 

190 

152 

6.3 

State  Street  Boston  (Mass) 

74 

1348 

1,580 

39.6 

1,118 

1.0 

7.0 

0.6 

353 

160 

149 

11.5 

Virginia  National  Bshs  (Va) 

75 

1,846 

1,518 

36.9 

1,096 

1.0 

3.4 

0.3 

364 

144 

130 

8.4 

United  Jersey  Banks  (NJ) 

76 

1,800 

1,419 

39.6 

1,112 

1.3 

5.9 

0.6 

285 

174 

143 

10.2 

First  &  Merchants  Corp  (Va) 

77 

1,787 

1,490 

42.2 

967 

1.5 

9.1 

0.9 

423 

139 

124 

7.7 

Midiantic  Banks  (NJ) 

78 

1,755 

1,404 

43.8 

865 

1.6 

3.1 

0.4 

507 

191 

123 

17.5 

Alabama  Bancorporation  (Ala) 

79 

1,735 

1,237 

46.9 

1,069 

1.1 

10.9 

1.0 

348 

200 

154 

15.1 

Provident  National  Corp  (Pa) 

SO 

1,716 

1,229 

56.2 

840 

2.7 

14.7 

1.7 

208 

127 

141 

0.6 

Trust  Company  Georgia  (Ga) 

i 

81 

1,704 

1,517 

27.8 

969 

1.0 

5.1 

0.5 

519 

116 

131 

10.2 

Society  Corp  (Ohio) 

82 

1,702 

1,480 

43.7 

790 

1.2 

11.8 

1.5 

562 

169 

125 

5.7 

Sun  Banks  of  Florida  (Ra) 

1 

83 

1,680 

1,295 

45.9 

990 

1.1 

15.7 

1.7 

282 

162 

140 

6.9 

Rrst  Tennesset  National  (Tenn) 

84 

1.658 

1,353 

53.7 

708 

1.9 

3.1 

0.4 

246 

134 

110 

14.7 

Riggs  National  Bank*  (Wash  DC) 

I 

85 

1,637 

1,380 

42.5 

780 

1.9 

9.6 

1.2 

517 

118 

121 

-3.0 

Flagship  Banks  (Fla) 

1 

86 

1,601 

1,190 

34.1 

1,086 

U 

8.2 

0.7 

290 

196 

160 

11.5 

Bank  of  Virginia  (Va) 

] 

87 

1,601 

1,285 

51.2 

860 

1.1 

6.5 

0.8 

456 

144 

115 

14.5 

Commerce  Bancshares  (Mo) 

88 

1,593 

1,375 

52.9 

760 

2.1 

2.5 

0.3 

409 

137 

106 

11.8 

Rrst  Commercial  Banks  (NY) 

89 

1,570 

1,238 

49.8 

811 

1.2 

4.4 

0.6 

320 

145 

110 

11.8 

Texas  American  Bshs  (Texas> 

IS 

90 
91 

1.548 
1341 

1,305 
1,371 

44.7 
43.0 

588 
795 

1.4 
1.4 

8.4 

1.3 

540 

173 

94 

9.2 

Florida  National  Banks  (Fla) 

3.0 

0.4 

464 

121 

110 

5.1 

Rnancial  General  Bshs  (Wash  DC 

' 

92 

1,538 

1,358 

42.5 

859 

1.1 

6.5 

0.8 

381 

139 

120 

16.8 

Rrst  Banc  Group  Ohio  (Ohio) 

93 

1,520 

1,233 

29.1 

845 

1.9 

4.4 

0.5 

403 

143 

114 

-3.7 

Union  Commerce  Corp  (Ohio) 

94 

1,517 

1,213 

20.4 

625 

1.6 

4.8 

0.8 

246 

128 

114 

16.1 

Republic  New  Yorti  Corp  (NY) 

95 

1,509 

1,273 

32.0 

1,045 

1.4 

10.5 

1.0 

277 
210 

130 
116 

123 

116 

4.1 
8.4 

Rrst  Empire  SUte  Corp  (NY) 

96 

1.505 

1,139 

51.4 

852 

1.0 

2.7 

0.3 

First  National  Bancorp  (Colo) 

97 

1,497 

1,257 

49.8 

883 

1.2 

9.2 

1.0 

380 

154 

110 

16.5 

Rdelity  Union  Bancorp  (NJ) 

98 

1,483 

1,266 

38.1 

823 

2.3 

20.4 

2.4 

302 

109 

117 

-2.9 

First  Amtenn  Corp  (Tenn) 

99 

1,472 

1,298 

45.5 

680 

2.0 

2.3 

0.3 

501 

141 

96 

16.3 

United  Bank  Corp  of  NY  (NY) 

100 

1,466 

1,232 

40.5 

734 

1.0 

9.3 

1.3 

366 

106 

106 

8.8 

Huntington  Bancshares  (Ohio) 

•  Bonk  only.  Not  organized  as  a  holding  company. 
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'asures 

Stock  Data 

Average  Assets 
4Year        1975  vs 
npounded       1974 
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P-D 
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Diversity.  On  the  Chicago  Mercantile 
Exchange  you  can  trade  futures  contracts  in 
D  live  cattle,  D  deutschemarks,  D  frozen  pork 
bellies,  D  United  States  treasury  bills,  D  lumber. 

Russet  Burbank  potatoes, 

British  pounds, 
Mexican 


Swiss  francs, 
n  Japanese  yen,  D  eggs, 
live  hogs. 


gold,  U  butter. 


pesos. 


boneless  beef, 
D  frozen  skinned  hams, 
silver  coins,  O  feeder  cattle, 
and  n  turkeys. 


Canadian  dollars, 
U.S.  and  Canadian 
milo. 


copper 


You  can  trade  for  your  business,  for  price 
protection— or  you  can  trade  for  yourself  as  a 
high  leverage  speculation. 

Just  check  the  commodities  you're  interested 
in  and  we'll  send  you  more  information,  or  call 
toll-free  800-228-1976;  in  Nebraska  call 
collect  402-493-1776. 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market         Associate  Mercantile  Market 


Your  name  Your  address 

Send  to  O^,  444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606        Dept.     3942         •  A  Federally  Licensed  Contract  Market 


Forbes 


Money  And  Investments 


The  Economy 


Who  Will  Shoot  Inflation? 


The  public  seems  convinced  that  it  wouldn't  take  much 
to  push  the  U.S.  right  back  into  double-digit  inflation. 
Some  people  almost  fear  prosperity  because  it  might  be 
inflationary.  Speculators  think  that  way,  too:  Just  look  at 
how  they  misinterpreted  the  Federal  Reserve  Board's  re- 
cent moves. 

Everybody  has  inflation  nerves,  and  sees  things  through 
inflation-colored  glasses.  Ihe  price  of  beef  or  wheat  drops, 
and  nobody  takes  any  notice  because  it's  not  inflationary. 
If  it  isn't  inflationary,  it  isn't  news.  State  and  local  gov- 
ernments get  tough  with  their  employees  and  hold  down 
wage  increases,  and,  again,  nobody  notices.  People  are 
so  inflation-oriented  that  they  can't  see  deflationary  items 
even  when  they  are  hit  on  the  head  with  them. 

An  inflationary  Teamsters  settlement  gets  headlines.  But 
where  are  the  headlines  about  the  huge  supplies  of  food 
in  warehouses,  about  the  growth  of  food  production  in 
that  great  part  of  the  world  that  doesn't  consist  of  the 
U.S.,  China  and  Russia? 

Here  are  two  facts  to  make  you  think:  Right  now  food 
prices  are  29%  under  their  1974  peaks;  industrial  materials 
prices  are  16%  below. 

Still  not  convinced  that  inflation  has  been  dealt  a  severe 
setback?  Then  remember  this:  It  took  an  uncanny  coin- 
cidence of  events  to  produce  double-digit  inflation  in  the 
U.S.:  The  price  of  oil  quadrupled;  the  dollar  was  deval- 
ued twice;  the  weather  clobbered  crops.  All  this  hap- 
pened at  once.  The  wonder  is  that  inflation  in  this  coun- 
try wasn't  even  worse. 

The  coincidence  is  almost  impossible  in  1976.  Consider 
the  soybean  situation.  Plantings  this  year  are  likely  to  be 
10%  under   the    1975   level.    But   this    doesn't   necessarily 


mean  higher  prices.  Production  in  Brazil  may  take  up  the 
slack.  When  prices  went  crazy  in  the  early  Seventies,  the 
Japanese  made  massive  investments  in  Brazilian  agricul- 
ture. As  a  result,  Brazil  will  produce  10  miUion  tons  of  soy- 
beans this  year,  up  from  virtually  none  in  1971  (the  U.S. 
produces  about  40  million).  Meanwhile,  Malaysia  is  pro- 
ducing palm  oil,  a  direct  competitor  of  soybean  oil,  at 
well  below  soybean  prices. 

And  in  Europe,  a  surplus  of  nonfat  dry  mflk  has  cre- 
ated a  tough  competitor  for  our  soybean  meal.  But  ex- 
pectations die  hard,  and  it  will  be  some  time  before  large 
supplies  convince  speculators  that  inflation  is  waning.  For 
one  such  view,  see  page  104. 

Forbes  was  discussing  the  food  situation  recently  with 
a  midwestern  banker.  After  joking  that  in  his  part  of 
the  woods  stable  food  prices  are  a  catastrophe,  he  went 
on  to  say:  "1  will  tell  you  that  inflation  in  1976  is  likely 
to  be  less  than  5.5%.  In  other  words,  it  is  going  to  be 
at  the  low  end  of  the  generally  predicted  range."  Inflation, 
he  emphasizes,  will  get  no  help  from  food  prices. 

What  about  industry?  Corporate  earnings  are  growing 
strongly  and  productivity  continues  to  improve.  Most  busi- 
nessmen will  be  able  to  absorb  at  least  part  of  their  nor- 
mal cost  increases  and  still  go  on  to  report  record 
profits  without  raising  prices.  Not  all  businessmen.  But 
most.  Significantly,  the  wholesale  price  index  is  up  less 
than  the  overall  inflation  rate. 

Inflation  isn't  dead,  but  it's  badly  wounded.  Any  busi- 
nessman or  investor  who  casts  his  plans  on  the  expecta- 
tion of  a  new  burst  of  double-digit  inflation  will  be  sur- 
prised. A  return  to  double-digit  inflation?  It's  not  even 
a  possibility  over  the  immediate  future.   ■ 
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+  500    Federal  Reserve  credit  policy, 
as  reflected  in  the  relative  avail- 
ability of  bank  reserves,  is  a 
major  force  behind  stock  mar- 
II    ket  rises  and  falls.  Irwin  L. 
Kellner,  economist  and  vice 
president  of  Manufacturers 
Hanover  Trust  Co.,  has  refined 

-500    this  knowledge  into  an  ex- 
tremely useful  stock  market 
indicator  shown  on  this  chart. 
It  works  like  this:  Whenever 
- 1000    the  banking  system  as  a  whole 
has  free  reserves,  the  stock 
market  is  headed  for  a  rise 
within  three  months.  Since  free 

-  '"'iHi    reserves  are  a  leading  indica- 

tor, the  reserve  curve  is  shown 
on  the  chart  three  months 
ahead  of  its  actual  timing. 

-  jooo       What  next?  Noting  that  the 

reserve  situation  remains  fa- 
vorable, in  spite  of  the  Fed's 
recent  tightening,  Kellner  looks 
-:zsoo   for  3  rise  in  the  Dow  Jones  in- 
dustrials into  the  1000-to-1050 
zone  this  summer. 

-3000 
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When  Bonds 
Are  Like  Sweaters 


hen  a  merchant  is  overstocked 
in  sweaters,  he  marks  sweaters  down. 
It's  not  that  they  are  going  out  of 
fashion  or  that  they  are  damaged 
goods,  but  he's  simply  got  too  many 
of  them.  That's  a  break  for  you  if 
you  want  a  sweater.  Something  hke 
this  happens  in  the  bond  market 
quite  often,  and  when  it  does  it's  a 
break  for  investors  v^ath  some  money 
to  put  to  work. 

This  usually  happens  when  an  is- 
suer comes  to  market  with  an  un- 
usually big  issue  or  comes  to  market 
more  frequently  than  usual.  In  such 
cases,  an  absolutely  topnotch  credit 
risk  may  have  to  pay  25  to  50  basis 
points  (from  J*%  to  /2%)  over  the  go- 
ing rate.  Again,  it's  like  sweaters: 
They  are  perfectly  good  bonds  and 
in  good  fashion. 

Weak  Hands 

A  case  in  point  is  the  Mobil 
Corp.  8J2%  debentures  of  2001.  These 
are  Aa-rated  bonds,  but  they  dropped 
to  95/2  when  they  first  came  out  and 
were  yielding  just  a  shade  below  9%. 
Comparable  issues  of  Union  Oil  and 
Phillips  Petroleum  were  then  yielding 
8.75%  and  8.80%. 

There  was  absolutely  nothing 
wrong  with  the  Mobil  issue;  it  was 
just  a  case  of  temporary  glut.  Mobil 
already  owned  54%  of  Marcor  and 
wanted  to  acquire  the  rest.  As  part 
of  the  package,  Mobil  offered  $30  in 
these  debentures  for  each  outstanding 
share  of  Marcor.  To  begin  with,  this 
created  a  huge  issue,  $775  million 
more   than    the   market   could   easily 
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absorb  at  once.  Secondly,  it  put  Mo- 
bil bonds  into  the  hands  of  a  good 
many  people  who  didn't  particularly 
want  to  own  Mobil  bonds;  they  re- 
garded the  bonds  as  cash  and  wanted 
to  sell  them. 

The  result  of  all  this  was  that  huge 
amounts  of  this  issue  came  pouring 
out  into  the  market.  It  was  a  field 
day  for  bargain  hunters.  By  mid- 
June,  with  the  bond  market  higher 
than  it  was  when  the  issue  came  out, 
the  Mobil  8/2S  were  still  behind  the 
market,  selling  around  97. 

In  time,  the  market  is  going  to 
absorb  these  Mobil  bonds:  They  will, 
as  the  saying  goes,  move  from  weak 
hands  to  strong  hands.  Even  in  the 
current  market  that  should  entitle 
them  to  sell  at  par;  if  long-term  in- 
terest rates  come  down— as  I  think 
they  will— these  bonds  ought  to  sell 
well  above  par  by  the  end  of  the  year. 

Schoolhouses 

Mobil  is  not  alone  in  having  bonds 
in  temporary  oversupply.  The  State 
of  Maryland  is  in  a  similar  position. 
The  state  has  the  highest  credit  rat- 
ing anyone  can  have:  Aaa.  But  in 
1971  the  state  government  decided 
to  relieve  local  governments  of  the 
responsibility  for  school  construction. 
This  was  a  sound  move,  but  it  put 
Maryland  into  the  bond  market  on 
a  much  more  frequent  scale  than  in 
the  past,  because  it  was,  in  effect, 
putting  its  own  label  on  bonds  for- 
merly sold  under  local  government 
label.  Since  1971  Maryland  has  gone 
to  the  well  for  $626  million,  specifi- 
cally for  school  construction,  and  the 
pace  is  quickening.  For  the  current 
fiscal  year  it  will  be  selling  at  least 
$450  million  in  school  construction 
bonds.  There  will  be  sales  on  a  quar- 
terly basis. 

As  I  said,  these  are  fine  bonds.  But 
there  are  just  too  many  of  them.  The 
bond  salesmen  no  sooner  find  pros- 
pects for  one  Maryland  issue  than 
they  have  to  place  yet  another  one. 
There  are,  after  all,  just  so  many  po- 
tential buyers  around. 


This  leaves  Maryland  and  its  un- 
derwriters no  choice  but  to  shade 
prices.  A  $175-million  Maryland  is- 
sue came  to  market  June  9,  and  it 
was  priced  to  return  4.25%  on  bonds 
due  in  1979— a  lovely  yield,  that,  for 
prime,  short-term  tax-free  bonds.  The 
longer-term  bonds,  those  due  in  1990, 
yielded  5.75%.  Because  there  were  so 
many  of  them,  Maryland  bonds  were 
yielding  from  15  to  as  much  as  35 
basis  points  higher  than  similarly  high- 
rated  state  bonds. 

Maryland  has  no  debt  gimmicks, 
no  short-term  tax  anticipation  notes- 
no  short-term  borrowing  of  any  kind. 
If  you  are  looking  for  a  good  buy  in 
tax  exempts  you  don't  have  to  look 
any  further  than  Maryland. 

Watch  The  Waves 

Bond  prices  turned  strong  in  early 
June,  and  so  did  the  stock  market. 
From  what  I  read  in  the  newspapers, 
this  turnabout  happened  because 
some  of  the  seers  took  another  look 
at  Federal  Reserve  policy  and  de- 
cided it  isn't  as  devastating  as  many 
of  them  at  first  thought.  When  the 
Fed  started  to  tighten  short-term 
credit,  a  good  many  people  had  vi- 
sions of  a  12%  prime  and  double-digit 
inflation  coming  back.  Now  they  are 
realizing  that  the  Fed's  move  was— 
as  this  column  pointed  out— merely 
tactical  and  does  not  change  the 
Fed's  long-term  strategy.  Nothing 
really  has  changed:  The  Fed  will  con- 
tinue financing  the  powerful  but 
gradual  expansion  in  the  economy. 
And  it  will  continue  tightening  .short- 
term  credit. 

To  repeat  what  this  column  has 
been  saying  all  year:  Inflation  is  re- 
ceding, and,  as  investor  perception  of 
this  fact  broadens,  long-term  interest 
rates  are  coming  down.  Long-term 
bonds  are  a  buy.  The  smart  investor 
looks  to  the  basic  trend  and  u.ses  the 
short-term  swings  as  trading  oppor- 
tunities. In  judging  Fed  policy,  be  a 
wave  watcher,  not  a  wiggle  watcher. 
Tlie  wiggles  cancel  each  other  out. 
It's  the  waves  that  count.  ■ 
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HALF-PRICE  TRIAL  OFFER  NOW  FEATURES: 

Babson's  FORECAST 
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Here  is  a  great  opportunity  to  check  your  investment  strategy 
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dependent investment  advisory  organizations. 
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in  many  other  Countries  throughout  the  world. 

The  famous  weekly  investment  service  with  the  blue  border 
carries  the  carefully  researched  investment  opinions  of  the 
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■  INVESTMENT  STRATEGY  FOR  THE  2nd  HALF 
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Contrary-Theory  Investing 


By  Lucien  O.  Hooper 
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f  you  are  looking  for  stock  mar- 
ket ideas  that  always  work,  forget  it. 
There  is  no  principle  that  always 
works.  There  are  exceptions  to  every 
rule.  And  the  investment  strategy  that 
serves  one  person  can  be  a  disaster 
for  a  different  personality. 

This  is  especially  true  of  the  often 
discussed  theory  of  contrary  opinion. 
Oversimplified,  this  theory  contends 
that  there  is  not  only  logic  but  prof- 
its in  selling  what  everyone  wants 
and  buying  what  no  one  is  willing 
to  purchase.  You  will  recognize  at 
once  that  the  idea  is  more  likely  to 
be  profitable  for  long-term  or  inter- 
mediate-term investors  than  for  spec- 
ulators and  traders,  who  are  aiming 
at  quick  results. 

The  whole  idea,  of  course,  is  anath- 
ema to  those  technical  analysts  who 
plot  prices  to  identify  continuing 
trends.  It  appeals  to  the  bargain- 
hunting  fundamentalist  who  is  will- 
ing to  buck  the  crowd.  Such  a  person 
has  to  be  patient,  and  must  realize 
that  the  crowd  can  often  be  right  (on 
prices)  for  a  long  time  before  true 
value  (if  this  is  what  he  has)  shows 
up  in  profits. 

Today's  Favorites^  Tomorrow's  Duds 

The  stock  market  always  is  as  full 
of  favorites,  or  vogues,  as  a  women's 
specialty  shop.  Sometimes  vogues  are 
of  short  duration;  often  they  last  a 
long  time.  We  have  had  vogues  in 
semiconductor  and  natural  gas  equi- 
ties and  to  some  extent  in  the  inter- 
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national  oils  which  were  out  of  style 
last  year. 

Out  of  vogue  are  the  coppers,  fire 
and  casualty  insurance  stocks,  build- 
ing industry  equities,  fast  foods, 
motels  and  even  electric  utihties, 
where  yields  of  9%  or  more  are  com- 
mon. In  spite  of  good  earnings  it  has 
been  difficult  to  develop  much  inter- 
est in  the  motors  or  in  the  rails.  The 
glamoiurs,  while  still  the  favorites  of 
some,  are  not  as  popular  as  they  were. 

At  this  stage  of  the  market  cycle, 
the  contrary-opinion  follower  finds 
fewer  bargains  than  he  cotild  in  the 
last  half  of  1974  and  fewer  over- 
exploited  stocks  than  at  the  top  of  the 
last  bull  market.  There  are,  however, 
some  milder  ideas  which  have 
possibihties. 

Does  It  Make  Sense? 

I  am  unable  to  see  the  logic  in 
buying  some  of  these  semiconductor 
stocks  at,  say,  20  times  or  more  what 
it  is  estimated  they  may  earn  next 
year— if  all  goes  well.  I  think  Kresge 
(34)  is  a  wonderful  company,  but  I 
question  whether  it  is  reasonably  val- 
ued on  the  theory  that  it  may  earn 
as  much  as  $2.05  a  share  in  1977. 
The  vogues  in  stocks  like  that  prob- 
ably will  go  further  but  eventually 
there   will   be   a   time   to   sell   them. 

The  anti-vogue  in  Federal  Nation- 
al Mortgage  (13)  has  probably  gone 
far  enough  to  make  this  stock  a  buy 
again.  Some  of  the  things  being  said 
about  the  management  look  unjusti- 
fied to  me.  Earnings  this  year  are  al- 
most sure  to  be  better  than  last  year's 
fully  diluted  $2  a  share,  and  the  com- 
pany has  not  been  as  badly  hurt  by 
moderately  higher  interest  rates  as 
some  seem  to  assume.  There's  too 
much  of  an  anti-vogue  here. 

It  is  difficult  to  interest  people  in 
Philips  Lamp  of  Holland  (11  o-t-c). 
This  investment-quality  stock  with  a 
high  European  emphasis  is  often 
called  the  General  Electric  of  Europe. 
It  probably  will  earn  around  $1.50  a 
share  this  year  and  could  earn  $2 
next  year  with  the. expected  overseas 


business  recovery.  I  think  the  preju- 
dice against  this  stock,  which  former- 
ly sold  at  prices  double  the  present, 
is  overdone. 

I  believe  that  EG&G  Inc.  (14), 
which  has  recently  been  unable  to  get 
out  of  its  own  way  in  the  market,  is 
a  better  and  more  promising  com- 
pany than  it  was  a  few  years  ago 
when  it  sold  at  above  50.  There  are 
few  high-technology  companies  with 
as  much  going  for  them   as   EG&G. 

Howard  Johnson  (12)  has  been 
under  pressure,  down  from  a  high  of 
17/8  this  year.  This  well-known  com- 
pany earned  $1.11  a  share  last  year, 
and  it  could  earn  $1.25  or  more  in 
this  year,  which  would  make  1976 
the   most  profitable  in   HJ's   history. 

Marriott  Corp.  (13)  is  a  good  ex- 
ample of  an  excellent,  many-faceted 
food  service  and  hotel  company 
which  formerly  sold  much  too  high 
(up  to  37)^  in  1973)  and  which  is 
now  reasonably  priced  in  relation  to 
its  assets  and  earnings  potential.  Last 
February  Marriott  raised  capital  by 
selling  an  additional  1.5  million  shares 
to  the  public  at  18/8.  Incidentally,  it 
has  a  Disney-type  park  at  Santa 
Clara,  Calif,  which  it  began  to  op- 
erate this  spring,  and  it  is  expected  to 
open  another  in  Illinois  this  summer. 
This  company's  real  estate  is  impor- 
tant, and  its  Mormon  management 
is  outstanding. 

Dividends  Since  1913 

Wm.  Wrigley  Jr.  Co.  (76),  which 
earned  $6.98  a  share  last  year,  is  ex- 
pected to  make  around  $8  this  year. 
The  company  is  showing  improve- 
ment from  lower  sugar  costs,  more 
intense  advertising  programs,  some 
new  gum  products  and  better  profit 
margins.  Dividends  this  year  should 
exceed  the  $3.40  paid  last  year.  In- 
cidentally, Wrigley,  like  Winn-Dixie, 
pays  monthly  dividends,  and  they 
have  been  paid  since  1913.  This  ap- 
pears to  be  a  reasonably  priced, 
high-quality  stock  of  the  typo  you 
take  home  to  mama  rather  than  just 
out  for  the  evening.  ■ 
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Statistical  Spotlight 


Social  Insecurity 


Social  Security  is  a  sacred  cow  that 
is  fast  turning  into  a  Frankenstein 
monster.  Long-term,  the  system  is  pro- 
jected to  spend  29  cents  per  taxable 
payroll  dollar  by  the  year  2050— 
meaning  it  would  gobble  up  nearly 
one-third  of  what  every  workingman 
earns  {see  chart  below). 

A  good  deal  of  this  danger  is  due 
to  an  unintended  effect  of  1972  leg- 
islation that  tied  benefits  to  infla- 
tion (Forbes,  Jan.  15).  Lawmakers 
thought  they  were  simply  keeping 
constant  the  purchasing  power  of  the 
elderly.  In  fact,  they  created  a  com- 
plex, double-indexed  scheme  under 
which  a  worker  turning  65  in  2011 
could  receive  substantially  more  in  So- 
cial Security  benefits  than  he  earned 
during  his  final  working  years.  Not 
even  the  most  liberal  intended  that 
largesse,  and  the  problem  will  likely 
be  corrected  soon  when  Congress  de- 
couples the  system. 

But  Social  Security  is  still  heading 
for  the  poorhouse,  for  a  simple  rea- 
son: When  the  baby-boom  youngsters 
reach  retirement  age  toward  the  end 
of  this  century,  and  if  U.S.  fertility 
rates  continue  to  decline,  there  will 
be  vastly  fewer  working  sons  and 
daughters  to  pay  the  retirement 
freight  of  their  parents  and  grand- 
parents. There  are  now  100  workers 
for  every  30  Social  Security  bene- 
ficiaries. By  the  year  2030,  the  same 
100  workers  will  have  to  support* 
some  50  beneficiaries. 

Labor's  solution  is  to  tap  general 
revenues,  as  most  European  plans  do. 
Lawrence  Smedley,  associate  director 
of  the  AFL-CIO's  Social  Security  de- 
partment,   argues    that    with    general 


revenue  financing,  resources  once 
spent  on  a  young  population  can  be 
shifted  toward  the  aged.  Moreover, 
he  says  the  equity  of  the  system  will 
improve,  since  income  taxes  are  pro- 
gressive, while  payroll  taxes  are  not— 
the  classic  soak-the-rich  argument. 
But  soak  the  rich  really  means  soak 
the  middle  class,  and  increasingly 
working-class  Americans  have  middle- 
class  incomes. 

Not  surprisingly.  Social  Security 
Commissioner  James  B.  Cardwell  is 
dead  set  against  bringing  the  Treas- 
ury into  the  act.  He  says  that  would 
just  tempt  Congress  to  raise  benefits 
even  more  than  it  has  in  the  past. 
Social  Security  could  turn  into  a  giant 
welfare  system  like  Britain's. 

Something  must  be  done.  As  the 
right-hand  chart  shows,  outgo  from 
Old-Age  &  Survivors  Insurance  and 
Disability  Insurance  will  exceed  in- 
come by  $8.6  billion  in  1981;  the  re- 
serves could  vanish  by  1982. 

Now  look  at  the  chart  below.  It 
shows  that  by  2035,  when  the  baby- 
boom  kids  are  retirees.  Social  Security 
outlays  will  equal  27%  of  the  payroll 
dollar— us.  just  under  11%  today.  Even 
modifying  the  system.  Social  Security 
will  equal  20%  of  all  payrolls.  The 
current  tax  rate  is  9.9%,  spht  be- 
tween employer  and  employee;  the 
law  limits  the  rate  to  12%  by  2015. 

How  to  close  the  gap?  Long  before 
payroll  taxes  hit  20%,  the  working- 
man  will  be  in  revolt  against  the  law- 
makers. Obviously,  the  politicians  will 
soon  be  tapping  general  revenues 
rather  than  just  payroll  taxes.  But 
how  much  more  of  a  burden  will  the 
general  taxpayer  accept?  ■ 
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The  long-term  dilemma  is  how  to  balance  payroll  tax 
_  rates  with  the  rate  of  expenditures  from  taxable 
payrolls— without  a  taxpayer's  revolt. 
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In  a  very  little  while  she'll  have  him  at  her  mercy. 

He?   The   head  of  a  multi-million  ordeal  ahead.  The  elaborate  rehearsals,  ages  based  on  magazines  read  regularly 

dollar  corporation.  He  just  arrived  in  a  preparations   and   protective   measures  porbes  78:795 

chauffeured  limousine  from  Greenvkfich.  they  pursue  with  their  staffs.  BusinessWeek  ...  64  09f 

She?  A  bookkeeper  for  a  gasket  com-  It   also  examines  the  serious  and  Portune  !!      46  691 

pany  in  Flatbush.  She  came  via  subway.  important  purposes  that  annual  meet-  xime       45  59! 

They've   never   met  before.   Yet,  ings  often  serve  in  these  particular  times.  Newsweek 32  3*^ 

within  the  next  45  minutes,  they'll  be  All  of  this  provides  just  another  ex-  y  g  News  &  World  Report!""!!!"!28:29! 

engaged  in  a  tempestuous  human  drama  ample  of  the  kind  of  editorial  vitality  ,r.i_     i  l  i  i  u 

-with   accusations   and   denials   flying  that's  given  Forbes  such  a  commanding  This  latest  survey  helps  explain  wh; 

thick  and  fast.  position  in  the  measured  reading  prefer-  Forbes  was  the  only  leading  business  o 

That's  what  it  can  be  like  when  the  encesof  America's  top  management.  news  magazine  up  in  advertising  page 

Chairman  of  the  Board  comes  face  to  face  Recently,  the  research  firm  of  Erdos  in  1975. 

with  the  stockholders,  and  submits  him-  and  Morgan,  Inc.  verified  this  with  a  re-  Why  Forbes,  in  the  first  five  month 

selfto  the  slings  and  arrows  of  outrageous  confirming    study    of  corporate    officer  of  1976  has  risen  an  unprecedented  209 

questions   and   criticisms   at-"Annual  readership  -  among    1300  of  America's  in  advertising  pages  over  the  same  perio< 

Meeting  Time."  And  that's  the  title  of  a  largest  companies.  in  record-breaking  1975.  And  why  thos. 

highly  readable  cover  story  in  a  recent  The   results   showed    Forbes   to  be  steady  page  gains  continue  to  give  ever 

issue  of  Forbes  Magazine.  read  by  more  top  management  executives  indication  of      going  up! 

It  tells,  in  considerable  detail,  how  than  any  of  the  other  major  business  or  CAnorc    /^abi'tai  ict  t/\/\ 

some  corporate  executives  sweat  out  the  news  magazines.  Here  are  the  percent-  TORBES:  CAPITALIST  TOO 
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McCormack  of  International  Management  Group 


Playing  The  Game  To  Win 


Mark  McCormack  helped  bring 
the  sports  boom  to  an  end.  Far  from 
being  hurt  in  the  process,  he  is  raking 
in  the  green  as  never  before. 

Fifteen  years  ago,  he  was  the  first 
agent  to  show  professional  athletes 
how  to  become  millionaires.  He  con- 
cedes he  went  too  far:  Sports  stars 
now  get  so  much  they  are  threaten- 
ing to  bankrupt  the  business.  But  not 
McCormack.  He  has  diversified. 

His  International  Management 
Group  is  a  $30-million-revenues  con- 
glomerate that  packages  athletes  and 
athletic  events  in  much  the  same  way 
as  MCA  once  did  with  entertainers. 
Like  MCA,  International  Management 
started  as  an  agent-manager,  but  its 
product  mix  now  ranges  from  a  com- 
plete tennis  tournament  to  Arnold 
Palmer's  autograph. 

Blond  and  blue-eyed,  the  athletic 
McCormack,  46,  was  once  a  talented 
amateur  golfer.  But  not  talented 
enough.  So,  instead,  he  helped  turn 
three  of  the  greatest— Arnold  Palmer, 
Jack  Nicklaus  and  Gary  Player— into 
the  first  superstars  of  the  early  1960s. 
In  those  days,  he  says,  "Sports  celeb- 
rities were  underpaid  for  everything. 
They  were  walked  over  and  taken  ad- 
vantage of.  Obvious  as  it  sounds  now, 
no  one  knew  that  golfers  could  use 
some  business  and  legal  advice  from 
a  guy  who  knew  golf." 

That  was  the  beginning.  A  glance 
at  the  sports  pages  shows  what  has 
happened  since:  Pele  commands  $7 
million  to  play  soccer  for  the  New 
York    Cosmos.    Muhammad    Ali    and 


George  Foreman  both  pick  up  $5  mil- 
lion for  a  prizefight  in  Zaire.  Andy 
Messersmith  signs  with  the  Atlanta 
Braves  for  $1.75  million.  Of  these,  on- 
ly Pele  is  currentiy  one  of  McCor- 
mack's  clients,  but  they  show  how 
far  the  business  has  gone  since  Babe 
Ruth  shocked  everyone  by  signing  a 
two-year  $85,000-a-year  contract. 

The  inevitable  reckoning  came  with 
the  World  Football  League,  which 
disbanded  last  October.  Says  McCor- 
mack: "Everyone  thought  since  the 
American  Football  League  worked, 
the  World  Football  League  would  be 
a  success.  I  don't  think  anyone  ever 
thought  through  the  economics  of  the 
thing.  The  team  owners  had  to  spend 
so  much  money  to  get  the  box  oflBce 
attractions  that  the  franchises  weren't 
economically  viable.  .  .  ." 

His  voice  trails  oflF.  What  is  there 
to  say?  After  all,  McCormack  was  the 
man  who  negotiated  the  $3.84-mil- 
lion  contract  for  Larry  Csonka,  Jim 
Kiick  and  Paul  Warfield,  the  Miami 
Dolphins  who  jumped  to  the  WFL. 
And  if  the  owners  hadn't  thought 
through  the  economics,  McCormack 
had.  He  included  a  clause  that  guar- 
anteed payment  whatever  happened 
to  the  league— and  held  them  to  it. 

Branching  Out 

That  was  the  beginning  of  the  end 
of  the  sports  boom.  But  by  then  Mc- 
Cormack was  well  diversified. 

Today  there  are  ten  IMG  divisions, 
including    a   publishing   company,    a 


The  Money  Men 


model  agency,  an  investment  advisory 
service  and  an  insurance  agency.  The 
celebrities  aren't  all  jocks  anymore, 
either;  clients  include  the  top  15  ex- 
ecutives of  Rockwell  International, 
hairdresser  Vidal  Sassoon  and  model 
Jean  Shrimpton. 

One  IMG  entity  advises  clients  like 
Colgate-Pklmolive,  Newsweek  and 
Wilkinson  Match  Ltd.  how  to  use 
sports  to  market  their  products.  An- 
other produces  "contrived"  sporting 
events  like  ABC's  World  Invitational 
Tennis  Classic  and  Superstars  and 
CBS's  Challenge  of  the  Sexes.  A  third 
provides  tax  and  financial  services  for 
such  celebrities  as  tennis  star  Bjom 
Borg  and  skier  Jean-Claude  Killy.  Re- 
cently, at  McCormack's  suggestion, 
Borg  moved  from  his  native  Sweden 
to  Monte  Carlo  and  Killy  from  France 
to  Switzerland,  to  avoid  taxes.  In  re- 
turn for  McCormack's  total  services, 
they  pay  him  25%  of  their  earnings. 

Having  both  corporations  and  ce- 
lebrities as  clients  facilitates  McCor- 
mack's package  deals. 

He  can  come  up  with  a  concept  to 
market  a  corporation's  product  and 
provide  the  stars  to  make  it  an  event. 
For  a  TV  program  like  Ford's  World- 
Invitational  Tennis  Classic,  McCor- 
mack produces  both  tournament  and 
talent.  He  can  provide  a  sports  ce- 
lebrity's appearance  at  a  customer 
party,  or  the  use  of  a  celebrity's  name 
on  clothing  or  sports  equipment.  For 
the  celebrity  himself,  McCormack  of- 
fers complete  representation  down  to 
answering  fan  mail,  paying  his  bills 
and  putting  him  on  a  strict  budget. 

Back  in  the  1950s,  when  McCor- 
mack was  studying  at  Yale  Law  School, 
he  was  a  good  enough  golfer  "to  get 
in  any  tournament,  but  not  good 
enough  to  win  very  many."  When  he 
graduated  in  1954,  he  went  to  work 
for  a  Cleveland  law  firm,  but  set  up 
golf  exhibitions  in  his  spare  time.  The 
avocation  developed  into  a  business, 
the  business  into  International  Man- 
agement Group.  Then  along  came 
Palmer,  Nicklaus  and  Player,  and  the 
rest  is  history.  Palmer  and  Player  are 
still  with  him;  Nicklaus  pulled  out  in 
1971  because,  according  to  IMG  of- 
ficials, he  thought  McCormack  was 
paying  too  much  attention  to  Palmer. 
Says  one  McCormack  employee  about 
Nicklaus'  departure,  "You  can  do  the 
best  job  in  the  world,  and  a  guy  can 
walk  in  one  day  and  say,  'I  don't 
love  you  anymore.'  Nicklaus  was  say- 
ing, 'Mark,  you've  got  to  choose  be- 
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tween  Arnold  and  me.' "  Other  stars 
have  also  left,  claiming  that  McCor- 
mack  wasn't  earning  his  25%. 

The  evolution  of  McCormack's 
company  was  interesting  enough  to 
the  Harvard  Business  School  to  be- 
come the  subject  of  a  case  study  for 
the  course  Management  of  New  En- 
terprises. Since  1969  McCormack  has 
discussed  it  periodically  with  Harvard 
students.  His  message:  It's  more  fun 
to  build  your  own  company  than  to 
work  for  Procter  &  Gamble. 

Rich  Manager 

It's  certainly  more  rewarding.  Mc- 
Cormack estimates  his  net  worth  to 
be  between  $15  million  and  $20  mil- 
lion. He  has  headquarters  in  Cleve- 
land and  branch  offices  from  New 
Zealand  to  Belgium.  He  has  a  home 
in  suburban  Cleveland,  a  New  York 
apartment  overlooking  Central  Park, 
a  London  townhouse  and  a  condo- 
minium in  the  Fiji  Islands.  He  plays 
golf  in  Scotland  and  spends  Christmas 
in  Florida  at  the  Bay  Hill  Club  and 
Lodge,  which  he  owns  with  Arnold 
Palmer.  Says  McCormack:  "I  spend 
40%  of  my  time  with  my  family— 20% 
in  Cleveland,  20%  on  vacation." 

Along  the  way,  he  could  have  opt- 
ed for  security.  In  1965  MCA  was 
considering  a  division  that  would  pro- 
duce sports  shows  for  television.  MCA 
Chairman  Lew  Wasserman  oflFered  it 
to  McCormack.  At  the  eleventh  hour 
he  turned  it  down,  but  he  never  for- 
got the  MCA  chairman's  advice: 

"He  told  me  that  MCA's  original 
chent  was  Guy  Lombardo.  Even 
when  they  were  a  multimillion-dollar 
company  with  a  listing  on  the  New 
York  Stock  Exchange,  Lombardo 
would  call  and  ask  what  arrange- 
ment to  play  at  the  Roosevelt  Cave 
in  New  Orleans  that  night.  We're  the 
same.  I  have  Arnold  Palmer  and  he 
isn't  going  to  deal  with  anyone  else. 
He  wants  to  talk  to  me  about  what 
kind  of  golf  shoes  he's  going  to  get 
sent  down  to  Houston  for  the  Hous- 
ton Open.  Wasserman  told  me,  'The 
only  way  you're  going  to  grow  is  by 
hiring  others  and  selling  their  talents 
to  prospective  clients.' "  And:  An 
agent  can  be  dismissed  anytime. 
"Where  you  can,  be  an  owner." 

McCormack  was  listening.  That's 
when  he  started  diversifying— as 
MCA  had  done  long  before.  Celebrity 
management  today  is  only  35%  of  Mc- 
Cormack's revenue.  His  fastest-grow- 
ing revenue  producer  is  the  Trans 
World   International    division,    which 
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And  Why  VALUE  UNE  now  sugges 
this  specific  stock  marlciet  strategy 


The  Dow  Jones  Industrial  Average  recently 
was  up  more  than  70%  fronn  its  December 
1974  low.  Many  investors  may  conclude  that 
this  upsurge  has  largely  erased  the  profit 
potentials  in  the  stock  market,  at  least  for  the 
time  being. 

But  in  contrast  to  the  30  blue  chips  which 
comprise  the  Dow  Industrials,  the  broad- 
based  Value  Line  Composite  Average  of  7600 
sfoc/fs— which  has  also  advanced  mightily 
from  its  1974  low— gives  a  different  perspec- 
tive. To  illustrate: 

•The  Dow,  from  its  recent  1976  high,  would 
have  to  go  up  less  than  5%  to  reach  its 
January  1973  all  time  high  of  1051.70. 

•  The  Value  Line  Average,  from  its  recent 
1976  high,  would  have  to  go  up  more  than 
33%  to  reach  its  January  1973  high  of 
1 16.20  and  more  than  300%  to  reach  its  all 
time  high. 

The  foregoing  may  suggest  that  the  best  op- 
portunities in  the  market  today  are  not  to  be 
found  among  stocks  like  the  30  Dow  In- 
dustrials. Here  are  some  current  findings  and 
estimates  from  The  Value  Line  Investment 
Survey  (April  23): 

The  30  Dow  Industrials: 
PERFORMANCE 

Every  week.  Value  Line  ranks  each  of  1600 
stocks  relative  to  all  the  rest— from  1  (High- 
est) down  to  5  (Lowest)— for  Probable  Market 
Performance  in  the  Next  12  Months. 

The  composite  Performance  rank  of  the  30 
Dow  Industrials  is  currently  below  average. 
We  estimate  the  group  will  go  up  less,  or 
down  more,  than  the  majority  of  stocks 
during  the  year  ahead. 

If  you're  looking  for  stocks  to  outperform  the 
market,  we  suggest  you  focus  on  the  100 
stocks  ranked  1  (Highest)  and  the  300  stocks 
ranked  2  (Above  Average)  by  Value  Line  for 
next-12-months  Performance.  The  other 
1200— including  29  of  the  30  Dow  Industri- 
als—are of  less  interest  for  the  time  being. 

Note:  Not  every  stock  will  always  perform  in 
accordance  with  its  rank.  But  it  is  a  fact  that 
favorably  ranked  stocks,  as  a  group,  have  out- 
performed poorly  ranked  stocks  with  remark- 
able consistency  since  the  ranking  system 
was  introduced  in  1965. 


While  past  performance  can  never  guara 
future  success,  this  record  of  more  the 
decade  of  successful  discrimination  stro 
suggests  that  you  can  tilt  the  investn 
probabilities  in  your  favor  by  using  the  V 
Line  ranks. 

The  30  Dow  Industrials: 
YIELD 

Every  week.  Value  Line  calculates  the  cur 
Yield  of  every  dividend-paying  stock  ot 
1600  under  continual  review— showing 
dends  estimated  in  the  next  12  months 
percentage  of  recent  price. 

The  average  Yield  of  the  30  Dow  Indus 
als  is  4.4%.  Nearly  half  of  them  are  in  \ 
low  2.0%  to  3.9%  range.  Only  six  currer 
yield  6.0%  or  better. 

If  generous  income  is  important  to  you.  y 
find  nearly  350  stocks  in  the  Value  Line 
vey  offering  current  Yields  of  6.0%  or  be 
235  offering  7.0%  or  better,  and  100  in 
8.5%  and  up  range.  Our  full-page  analys 
each  stock  also  shows  its  Dividend  Pa 
Ratio— how  well  dividends  are  coverec 
earnings— and  the  working  capital  ou 
which  dividends  are  paid. 

The  30  Dow  Industrials: 
APPRECIATION 

Value  Line  continually  evaluates  each  of 
stocks  for  Appreciation  Potential  in  the  N* 
to  5  Years.  This  measures  the  percentage 
ference  between  a  stock's  recent  price  an 
long-term  potential  price  range— basec 
our  estimates  of  its  earnings  and  P/E  ratic 
5  years  hence. 

The  estimated  median  Appreciation  F^ 
tential  of  the  30  Dow  Industrials,  as 
group,  is  about  100%—  or  somewhat  b 
ter  than  the  median  of  all  1600  stoc 
However,  just  nine  of  the  30  Dow  stor 
account  for  roughly  half  the  Dow's  age, 
gate  potential.  The  other  21  Dow  stocks 
not  stand  out  on  this  score  right  now. 

If  you're  looking  for  unusual  longer-terr 
tentials,  you'll  find  a  substantial  numt 
stocks  in  the  Value  Line  Survey  whose 
3-to-5  year  Appreciation  Potentials  are 
or    better   (about   double   that   of   the 
group)— and  about   100  stocks  offering: 
timated  Appreciation  Potentials  of  300'  f 
higher. 
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!  30  Dow  Industrials: 
=ETY 

I  Line  regularly  ranks  each  of  1600 
s— from  1  (Highest)  down  to  5  (Lowest) 
elative  Safety.  This  rank  measures 
:ted  future  risk.  It  is  based  principally  on 
egree  to  which  a  stock  has  typically  fluc- 
j  around  its  own  long-term  price  trend  in 
ast.  The  greater  the  price  stability,  the 
r  the  Safety  rank. 

30  Dow  Industrials  rank  well  with 
(ect  to  Safety.  Eight  of  the  stocks  are 
;ed  1  (Highest)  and  14  are  ranked  2 
)ve  Average)  for  Safety.  Only  one  of 
30  stocks  is  ranked  Below  Average. 

're  looking  for  superior  Safety,  we  sug- 
'ou  stick  with  stocks  ranked  1  (Highest) 
[Above  Average)  by  Value  Line  in  this 
ct— even  though  it  may  mean  you  have 
ide  off  other  desirable  investment  attri- 
.  (For  example,  none  of  the  eight  Dow 
>  ranked  1  for  Safety  is  favorably  ranked 
iar-ahead  Performance,  and  the  com- 
!  Yield  of  the  eight  is  under  4.0%.)  Never- 
s,  don't  compromise  on  Safety  unless 
an  accept  the  risks  which  attend  stocks 
jrage-or-greater  price  volatility. 

cks  Most  Suitable 
YOU 

/alue  Line  right  in  front  of  you,  you  can 
y  compare  any  of  the  stocks  under  con- 
3  review  with  any  or  all  of  1600  others 
3've  done  above  with  the  Dow  Industri- 
to  pinpoint  currently  those  which  we 
jte  as  most  suitable  for  you,  personally, 
Tis  of  your  own  investment  goals. 

week— for  EACH  of  1600  stocks  (pre- 
j  alphabetically)— Value  Line's  24-page 
lary  of  Advices  presents  the  up-to-date 
ik  for  next-12-months  Performance,  (b) 
ated  Yield,  (c)  estimated  3-to-5  year 
elation  Potential,  and  (d)  rank  for  in- 
ent  Safety.  Plus  each  stock's  current 
P/E,  Beta,  estimated  earnings  and  dlvi- 
,  and  latest  quarterly  results  vs.  year- 
■  comparisons. 

week— 125  of  the  1600  stocks  (in  over 
)or  industry  groups)  are  the  subjects  of 


comprehensive  new  full-page  Reports.  All 
1600  stocks  are  reported  upon  in  a  13-week 
cycle.  (Each  new  report  replaces  the  report  of 
3  months  ago,  so  your  binder  will  be  continu- 
ally updated.  Filing  takes  less  than  one  minute 
a  week.)  The  full-page  Reports  include  23 
series  of  vital  financial  and  operating  statistics 
going  back  15  years,  and  estimated  for  this 
year  and  3  to  5  years  into  the  future. 

Every  week— you  will  receive  a  new  Selection 
&  Opinion  section  with  a  detailed  analysis  of 
an  Especially  Recommended  Stock— plus  a 
wealtti  of  investment  background  including 
the  Value  Line  Composite  Average  of  more 
than  1600  stocks. 


How  To  PARTICIPATE 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two  years 
you  can  now  receive  the  complete  Value  Line 
Investment  Survey  for  the  next  12  weeks  for 
only  $29  (almost  50%  off  the  regular  rate).  We 
make  this  special  offer  because  we  have 
found  that  a  high  percentage  of  those  who 
once  try  Value  Line  for  a  short  period  stay  with 
it  on  a  long-term  basis.  The  increased  circula- 
tion enables  us  to  provide  this  service  for  far 
less  than  would  have  to  be  charged  to  a 
smaller  number  of  subscribers. 


YOU  RECEIVE  THIS 
$35  BONUS  . . . 

Value  Line  s  complete 
1800-page  Investors  Ref- 
erence Service  (sold 
separately  for  $35),  with 
our  latest  full-page  re- 
ports on  all  stocks  under 
review — fully  indexed  for 
your  immediate  refer- 
ence. 

Money  Back  Guarantee 

You  take  no  risk  in  accepting  this  special  of- 
fer. If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return  the 
material  you  have  received  within  30  days  for 
a  full  refund  of  your  fee.  To  accept  this  invita- 
tion, simply  fill  in  and  mail  the  coupon  today. 


e  Value  Line  Investment  Survey  "\W/' 

Id  Bernhard  &  Co.,  Inc.,  •  5  E.  44th  St.,  New  York,  N.Y.  10017  V 

egin  my  special  12-week  trial  to  The  4l6H01 

alue  Line  Survey  (limited  once  to  any 
ausehold  every  two  years)  and  send 
e  the  Investors  Reference  Service  and 
e  booklet  "Investing  m  Common 
tocks"  as  bonuses.  My  check  or  money 
der  for  $29  is  enclosed.  (Trial  sub- 
riptions  must  be  accompanied  by 
ayment.) 


prefer  one  year  (b^  weeks)  of  Value 
ne,  plus  the  bonus.  Investors  Refer- 
ice  Service  and  the  booklet,  "Invest- 
g  in  Common  Stocks"  for  $248.  (There 
e  no  restrictions  with  this  offer  ) 
Payment  enclosed    D  Bill  me  for  $248 

\RANTEE:  If  dissatisfied  for  any 
ion,  I  may  return  the  material  within  30 
)  for  a  full  refund  of  the  fee  I  have  paid 


SIGNATURE 

NAfvIE  (please  print) 

ADDRESS 

APT,  NO. 

CITY 


STATE 


ZIP 


Not  assignable  without  subscriber's  con- 
sent. Foreign  rates  on  request.  Subscrip- 
tion fees  are  fully  tax-deductible.  (NY  resi- 
dents add  applicable  sales  tax.) 


The  Money  Men 


packages  "contrived"  sporting  events. 
"I  hate  that  word,  but  that's  what 
they  are,"  says  Jay  Michaels,  head  of 
the  Los  Angeles-based  division,  who 
joined  McCormack  from  MCA  in 
1966.  Contrived  shows  may  pit  a  ten- 
nis star  and  a  golfer  in  a  rope-tugging 
contest.  The  format  has  two  key  ad- 
vantages. It  costs  less— between  20% 
and  30%  less  per  advertising  minute 
than  the  $60,000  for  football.  And 
TWI  tries  to  go  to  the  networks  with 
much  of  the  show  presold.  That  way, 
the  advertiser  can  use  the  program 
for  corporate  promotion  beyond  the 
TV  advertising.  Ford's  World  Invita- 
tional Tennis  Classic  on  ABC  is  an 
example.  When  Rod  Laver,  Bjorn 
Borg,  Hie  Nastase  and  Stan  Smith 
were  filming  the  tournament.  Ford  in- 
vited customers  and  dealers  to  join 
the  sports  stars— not  just  to  be  wined 
and  dined,  but  to  get  tennis  lessons. 
Naturally,  IMG  earned  a  commission 
on  their  star's  fees  and  winnings.  .  .  . 

The  Uses  Of  Sport 

McCormack  thinks  Merchandising 
Consultants  International,  the  cor- 
porate consulting  arm  of  IMG,  \\  ill 
be  the  biggest  source  of  future 
growth.  MCI  got  started  when  cor- 
porations using  McCormack  talent 
came  to  him  for  advice  on  how  to 
implement  their  entire  sports  pro- 
gram. "Obviously,  Mark  wasn't  going 
to  do  it  for  nothing— not  when  his 
own  events  or  clients  weren't  in- 
volved and  it  wouldn't  generate  in- 
come," says  Richard  Isaacson,  MCI 
operating  head. 

Isaacson  has  to  be  careful  about 
whom  he  takes  on  as  consulting  cli- 
ents. An  automobile  or  liquor  com- 
pany, heavy  users  of  sports  for  ad- 
vertising, could  cause  problems;  IMG 
could  earn  more  selling  to  it.  But 
a  company  like  Samsonite  meets  his 
criteria;  MCI  put  together  a  docu- 
mentary for  the  luggage  maker,  with 
Dina  Merrill  interviewing  women  ath- 
letes who  participate  in  TWI's  Wom- 
en Superstars,  which  was  syndicated 
in  over  100  television  markets.  For 
Newsweek,  MCI  provides  women 
pros  to  play  golf  with  Newsweek  ad- 
vertisers at  professional-amateur 
competitions  around  the  country. 

"The  first  thing  our  corporate  cli- 
ents ask  is  whether  they  will  get  our 
stars  for  nothing,"  says  Isaacson.  "I 
tell  them  no."  Mark  McCormack 
doesn't  give  anything  away,  least  of 
all  his  knowhow.  Come  to  think  of  it, 
that's  the  secret  of  his  success.    ■ 
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Money  And  Investments 


"he  Street  Walker 


Are  Banks  A  Buy? 


In  the  past,  bank  stocks  weren't  a 
notably  hot  item  on  Wall  Street;  they 
took  an  awful  bashing  in  1974,  los- 
ing on  average  a  full  half  of  their 
value  in  nine  months.  While  they 
have  come  back  fairly  substantially 
since  then,  they  haven't  rallied  near- 
ly as  strongly  as  the  market  as  a 
whole.  You  can  make  a  good  case 
that  the  bank  stocks  are  behind  the 
market.  If  so,  banks  could  be  a  good 
buy  when  and  if  the  market  resumes 
its  rise.  Will  they  be? 

"Here's  a  minority  view,"  said  Rob- 
ert H.  Stovall,  chairman  of  the  in- 
vestment policy  committee  at  Reyn- 
olds &  Co.,  leaning  conspiratorially 
across  the  table  at  the  Downtown  As- 
sociation, a  block  from  Wall  Street. 
"Keep  your  voice  down,"  he  cautioned 
the  Street  Walker,  "there  are  eaves- 
droppers at  the  next  table." 

Stovall's  view:  "The  New  York 
banks  will  have  as  big  write-offs  this 
year  as  last  year.  It's  too  early  to  buy 
the  stocks;  they  may  sink  when  the 
bad  news  of  the  write-offs  is  per- 
ceived again." 

If  Stovall  is  in  a  minority,  it's  a 
sizable  minority.  Lehman  Bros.'  Se- 
nior Vice  President  Leslie  Goldstein 
agrees  with  him:  "Too  many  opportu- 
nities yet  for  some  unpleasant  sur- 
prises." Too  volatile,  said  another 
analyst:  "Banks  are  the  most  leveraged 
investment  there  is  outside  of  maybe 
soybeans— equity  as  a  percent  of  total 
assets  i.s  about  4%  or  5%." 

It's  Scary 

Consultant  David  Cates  has  just 
finished  an  extensive  study  on  bank 
analytic  systems  for  Standard  &  Poor's. 
Cates  is  frankly  worried  about  the 
banks:  "It  is  possible  to  forecast  the 
erosion  of  profitability  in  retail  bank- 
ing with  such  devastating  certainty 
that  it's  a  little  scary  to  think  what 
retail  banks  might  be  like  five  years 
from  now." 

Why?  Investment  is  growing  faster 
than  core  deposits,  Cates  said.  Large- 
denomination  liabilities  will  have  to 
fill  the  gap,  and  only  some  banks  will 
get  them.  The  others  will  twist  in  the 


wind.  Then  there's  the  mutual  sav- 
ings banks;  their  interest-bearing 
checking  accounts  will  wipe  out  com- 
mercial banks'  demand  deposits. 

"At  the  same  time,  the  banks  are 
being  shown  all  this  shiny  hardware 
called  Electronic  Funds  Transfer  Sys- 
tems," said  Cates.  "And  they're  going 
to  load  that  parallel  to  a  fully  func- 
tioning paper  transaction— while  the 
revenue  and  earnings  streams  are  ac- 
tually shrinking  in  the  process." 

Predicts  Cates:  "I  think  the  bot- 
toming out  will  be  when  there  is  mas- 
sive consolidation  in  the  industry." 
When?  "Maybe  in  five  years." 

Attractive  Multiples 

But  before  selling  your  bank  stocks, 
listen  to  the  other  side.  Here's  a  bank- 
er-analyst, Frank  G.  Helmbold,  vice 
president  of  the  First  National  Bank 
of  Chicago:  "There  will  be  a  clear- 
cut,  strong  increase  in  loan  volume 
some  time  around  the  end  of  the  year. 
Interest  rates  now  are  beginning  to 
run  in  the  banks'  favor.  The  stance 
on  almost  any  basis— I'm  speaking  of 
the  major  banks— is  showing  in  multi- 
ples I  think  are  quite  attractive." 

Helmbold  is  no  lonely  optimist. 
Mark  Biderman,  vice  president  of  Op- 
penheimer  &  Co.,  has  been  recom- 
mending bank  stocks  since  February. 
Drexel  Burnham's  George  Salem 
agrees:  "A  positive  investment  ap- 
proach toward  select  bank  stocks"  is 
now  warranted.  "We're  now  posi- 
tive," said  James  Ulmer,  bank  and 
real  estate  analyst  of  T.  Rowe  Price 
Associates  of  Baltimore.  Irving  M. 
Geszel  of  Bear  Stearns  &  Co.  has  been 
giving  "buy"  recommendations  since 
the  end  of  January.  "Barring  changes 
in  accounting,"  says  Geszel,  "some  of 
the  loan  losses  are  going  to  be  cleaned 
out  faster  than  we  originally 
thought."  Competition  from  the  thrift 
institutions  on  checking  accounts?  "Is 
it  going  to  bother  Morgan  Guaranty 
or  Citibank  or  Bank  of  America? 
Ridiculous." 

You'd  expect  Harry  V.  Kcefe  Jr.,  of 
Keefe,  Bruyette  &  Woods  to  be  op- 
timistic on  bank  stocks;  his  firm  spe- 


cializes in  them.  But  Keefe  has  some 
convincing  figures  he  has  just  run 
through  his  computer.  What  they 
showed,  he  said,  is  that  if  you  bought 
bank  stocks  in  any  year  back  to  1961 
and  held  them  for  ten  years,  reinvest- 
ing the  dividends,  they  would  have 
outperformed  the  Standard  &  Poor's 
500  in  five  of  the  six  ten -year  blocks 
(the  exception:  1962-71). 

Well,  if  you're  buying,  what  are 
you  buying?  Nearly  every  buy  propo- 
nent listed  the  Big  Three:  J. P.  Mor- 
gan &  Co.  (59}4,  12  times  earnings), 
Citicorp  (33/2,  12  times  earnings), 
BankAmerica  Corp.  (53?8,  12  times 
earnings). 

Outside  these  three,  "then  to  a  cer- 
tain extent  you  want  banks  that  have 
been  a  little  bit  hurt  by  this  cycle," 
said  Oppenheimer's  Biderman.  Which 
ones?  Wells  Fargo  &  Co.  (21J^,  eight 
times  earnings),  said  Biderman,  and 
Northwest  Bancorp.  (51?«,  ten  times 
earnings). 

Geszel  picks  First  City  Bancorp, 
(32?»,  11  times  earnings);  Harry 
Keefe:  Texas  Commerce  Bancshares 
(395^,  13  times  earnings)  or  National 
City  Corp.  (3854,  eight  times  earn- 
ings)—"it  doesn't  sell  at  anything  like 
the  multiples  of  the  others,  and  yet 
its  record  has  been  superb;  its  earn- 
ings were  up  16%  last  year  when 
banks  as  a  group  were  up  8%." 

Helmbold:  "A  long  shot  I've  been 
playing  is  NCNB  Corp.  [9/8,  nine 
times  earnings].  And  I  don't  know 
how  anyone  thinking  in  terms  of  a 
rather  broad  bank  stock  representa- 
tion could  overlook  Chemical  New 
York  Corp.  [3752,  six  times  earnings]. 
I  don't  expect  a  Chemical  to  go  out  of 
business,  and  I  don't  see  how  the  divi- 
dend is  jeopardized  in  the  least." 

The  Doughnut  Or  The  Hole? 

It's  the  old  story.  You  can  look  at 
the  banks'  well-publicized  problems 
and  say,  "Wow,  what  a  buying  op- 
portunity!" Or  you  can  say:  "With 
those  problems,  who  needs  'em?"  One 
thing  is  very  clear,  though:  Banks 
are  no  longer  a  sleepy  Wall  Street 
backwater.  In  their  quiet  way,  they 
are  becoming  pretty  good  speculafi\T 
plays  on  swings  in  the  (■con<)n)y.    ■ 
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How  did  Dayco 

increase 
first-half 
earnings 
per  share 
by  118%? 


We 
performed. 


In  1975,  we  saw  our  overall  sales  dip  8%.  And  yet,  despite  the  decline  in  sales,  our  earnings 
per  share  increased  20%.  Now,  at  the  end  of  our  first  half  (April  30,  1976,)  with  sales  up  22%, 
our  earnings  per  share  were  up  118%  from  the  same  period  in  1975. 
"    How  did  this  happen?  In  two  ways — products  and  people. 

Our  products,  and  there  are  hundreds  of  them,  primarily  perform  invisibly  to  most  consum- 
ers. And  yet  they  perform  so  well  that  they're  constantly  being  reordered  time  after  time. 

You  may  never  see  a  Dayco  product.  And  you  may  never  meet  one  of  our  employees.  Yet 
you  can  be  assured  by  looking  at  our  second  quarter  report,  if  nothing  else,  that  the  Dayco 
Corporation  is  a  very  visible  performer  indeed. 

And  we  intend  to  go  right  on  performing. 

SSXA^fS^^k.  The  invisible  performer 

Dayco  Corporation,  World  Headquarters,  333  West  First  Street,  Dayton,  Ohio  45401,  (513)  226-7000 


High  technology 

is  our  basic  strength 

We  make  it  work 

in  many  ways. 


UNITED 
TECHNOLOGIES 


Pratt  &  Whitney  Aircraft  Group,  Otis,  Essex  Group,  Sikorsky  Aircraft,  Hamilton  Standard,  Norden,  Chemical  Systems  Division, 

Power  Systems  Division.Turtjo  Power  &  Marine  Systems,  United  Technologies  International, 

United  Technologies  Research  Center.  United  Technologies  Corporation,  Hartford,  Conn.  06101. 

Tune  in  Sundays  to  MEET  THE  PRESS  on  NBC-TV -sponsored  by  United  Technologies  Corp. 


nutosense 


lcegnt«sr 


jrri 


T 


Power.  197  airlines  around  the  world  depend  on  jet 
engines  fronn  our  Pratt  &  Whitney  Aircraft  Group.  In 
peak  periods,  nearly  1 500  of  their  aircraft  make  some 
20,000  take-offs  in  a  single  day. 


Systems.  With  the  Autosense  engine  analyzer  from  our 
Hamilton  Test  Systems,  mechanics  can  provide  a 
computer  printout  that  not  only  shows  what's  wrong  with 
a  car,  but  confirms  that  all  repairs  have  been  made. 


jioingup 


Industrial.  In  Fairlane,  a  new  community  in  Dearborn, 
Mich.,  five  glass-walled  Otis  elevators  travel  13  stories 
through  the  Hyatt  Regency  hotel.  Every  nine  days,  Otis 
moves  the  equivalent  of  the  world's  population. 


Results 


By  uniting  basic  technologies  we  have  accomplished 
these  results. They  give  us  a  solid  foundation  for  con- 
structive growth. 


"He  was  an  incomparably 
more  gifted  Ludwigll 
who  constructed  his 

Neuschwanstein  in  the 
space  of  half  a  cubic  foot^' 


Photo  by  David  Gahr 


'He  was  a  grey  whisper  of  a  man,  who  lived  for  54  years  on  Utopia  Parkway 
in  Queens,  N.Y.,  an  exile  more  singular  than  expatriation  to  Tahiti." 


His  name  was  Joseph  Cornell,  an 
immovably  eccentric  and  reclusive  artist 
who  spent  his  life  creating  exquisite  col- 
lages in  little'" boxes.  His  name  was 
hardly  known  even  in  the  art  world.  Yet 
in  TIME  Magazine's  Art  section  his  life 
and  work  become  a  kind  of  cerebral 
adventure.  Which  demonstrates  another 


of  time's  strengths:  the  humane  and 
intelligent  curiosity  that  animates  and 
articulates  its  reportage.  It's  the  dif- 
ference between  simi)ly  knowing  about 
the  unusual  and  unfamiliar,  ana  being 
able  to  make  it  cohk*  alive. 

You  know  what  '11  ME  does.  And  read- 
ing it  every  week  reminds  you  how  well. 


The  Weekly  Newsmagazine 


Money  And  Investments 


A  Costly 
Lesson 

Remember  the  venture  capital  funds 
that  were  going  to  make  every  man  a 
small-scale  Rockefeller?  They  fueled 
the  Walter  Mitty  dreams  of  thousands 
of  investors.  And  they  were  a  disas- 
trous flop,  costing  thousands  of  inves- 
tors tens  of  million  of  dollars.  Not 
even  the  1975-76  bull  market  was 
able  to  revive  them. 

"As  a  group,  we've  been  damned 
unsuccessful,"  admits  Don  A.  Chris- 
tensen,  president  of  ailing  Greater 
Washington  Investors.  "I  don't  think 
our  future  looks  very  bright,  either." 

Neither  does  their  past.  If  you  had 
bought  Rand  Capital  Corp.  shares 
when  issued  in  1971  at  $6.85,  you 
would  own  $1.90  stock  today.  Die- 
bold  Venture  Capital  and  Value  Line 
Development  Capital  came  out  in 
1968,  at  $20  and  $12,  respectively. 
Today  they  are  worth  less  than  $5 
and  $2.  Shares  in  James  Ling's  Elec- 
tro Science  Investors  appear  to  be 
nearly  worthless  today;  they  once  sold 
over  $30. 

Arnold  Ryden's  problem-ridden 
MidWest  Tech  merged  into  MidTex 
Corp.  in  1965.  Today  MidTex  is 
largely  untraded.  Electronics  Capital, 
an  early  1960s  highflyer,  converted 
to  Shelter  Resources,  an  Ohio-based 
mobile-home  maker,  which  has  lost 
some  $40  million  since  1973.  (For 
other  horror  stories,  see  the  table  be-m 
low.)  Of  the  50  or  so  public  funds 
launched,  only  19  survive,  according 
to  Chicago's  Stanley  Ruljel,  whose 
Venture  Capital  tracks  the  indus- 
try. Most  are  government-subsidized 
Small  Business  Investment  Companies, 
which  for  the  most  part  merely  loan 
money  at  high  rates  to  little  com- 
panies. There  are  only  six  true  ven- 


"And  venture  capital! 
Remember  venture  capital?" 

ture   capital  funds   in  public   hands. 

For  this  sorry  record,  venture  cap- 
italists like  to  blame— who  else?— the 
Government.  The  courts  ruled  that 
these  funds  were  subject  to  the  In- 
vestment Company  Act  of  1940— 
which  was  written  with  mutual  funds, 
not  venture  capital,  in  mind.  "You  sim- 
ply can't  run  a  venture  capital  opera- 
tion under  the  Act's  provisions,"  says 
Chicago's  Edgar  F.  Heizer  Jr.,  who 
kept  his  $81-million  Heizer  Corp. 
private. 

For  one  thing,  the  Act  forbids  fund 
employees  to  be  given  options  on  the 
shares  of  portfolio  companies.  "But  the 
whole  ball  game  in  this  business  is  a 
piece  of  the  action,"  says  David  Dunn 
of  San  Diego,  who  also  kept  his  Idan- 
ta  Partners  private. 

Another  problem  with  the  Act  is 
that  it  requires  funds  to  value  their 
portfolios  on  market  prices— which  can 
mean  large  paper  losses  on  tiny 
amounts  of  trading  in  obscure  stocks. 
Complains  Joseph  W.  Powell,  a  foun- 
der of  publicly  owned  Boston  Capi- 
tal   (since  converted  into  an  operat- 


The  Misadventure  Funds 

Only  six  true  venture  capital  funds  remain  in  public  hands. 

In  all  cases,  the  public  has  been  burned.  (Data  on  per-share  basis.) 


Fund 


Offering 
Price  (year) 


Book 
Value 


Cash  or 
Equivalents 


Recent 
Price 


Payout  to 
Present 


Capital  Southwest                $11 

(1962) 

$19.84 

$3.15 

878 

$2.75 

Diebold  Venture  Capital*      20 

(1968) 

8.80 

2.44 

5 

0.92 

Greater  Wash.  Investors          6.06*^ 

'  (1960) 

0.66 

0.43 

% 

3.09 

Rand  Capital                            6.85 

(1971) 

5.20 

1.61 

V/b 

0 

Southeastern  Capital              12.50 

(1961) 

13.51 

3.11 

7V4 

6.90 

Value  Line  Dev.  Cap.             12.64 

t 

4.47 

0.75 

2 

0.52 

•Compony  has  proposed  changing  invesfment  objoc 

ives.          •• 

?eitcled  for 

slock  splits. 

tAverage  of  1968  end  1969  offerings. 

©  William  Hamilton 

ing  company,  Technicare) :  "When  we 
cut  the  valuation  of  specific  compan- 
ies. Dun  &  Bradstreet  would  often 
pick  it  up  and  lower  their  credit 
ratings.  You've  got  to  have  privacy  in 
this  business.  You  have  to  work  with 
a  company  when  it's  down,  not  an- 
nounce it  to  the  whole  world." 

But  if  the  regulatory  situation  was 
so  unfavorable,  why  were  so  many 
venture  capital  funds  floated?  An- 
swer: greed  among  sponsors  and  un- 
derwriters. Some  of  the  sponsors  ap- 
parently did  not  know  what  they  were 
doing.  John  Diebold,  the  self-styled 
prophet  of  automation,  sold  Diebold 
Venture  Capital  to  the  public  in  1968 
for  $28  million,  the  largest  of  such 
single  flotations.  Diebold  rushed  to 
invest  in  many  more  projects  than 
most  venture  capitalists  deem  feasi- 
ble. ("You  have  to  be  prepared  to 
live  with  a  company  night  and  day," 
says  Idanta's  Dunn.  "With  25  invest- 
ments and  three  people,  Diebold 
can't  do  that.")  Doubly  unfortunate 
was  Diebold's  timing— 1968  and 
1969,  when  speculative  investments 
were  near  their  peak.  On  top  of  it  all, 
Diebold  lost  his  president  in  1975 
when  the  man  ran  afoul  of  technicali- 
ties in  Securities  &  Exchange  Com- 
mission regulations. 

Weary  of  it  all,  Diebold  is  not  fight- 
ing a  takeover  of  his  fund  by  wealthy 
Califomian  Eric  Bergstrom,  who  has 
acquired  some  24%  of  the  fund's  $8.80 
book  value  shares  for  a  bit  over  $3. 
Bergstrom  would  like  to  convert  it 
into  a  standard  mutual  fund. 

In  the  end,  then,  not  the  Govern- 
ment but  the  sponsors  and  under- 
writers deserve  most  of  the  blame  for 
taking  the  public  to  the  cleaners.  It 
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DIVIDEND  NOTICE 


A  quarterly  dividend  of  $.25  a  share  will  be  paid  on  common  stock  on 
June  30,  1976  to  stockholders  of  record  June  10,  1976.  Dividends 
have  been  paid  each  year  since  1 91 0.  This  dividend  is  the  first  follow- 
ing a  two-for-one  split  of  GNN  common  and  an  increase  in  the  stock's 
dividend  rate.  The  split  shares  were  distributed  May  26  to  stockholders 
of  record  May  5.  The  quarterly  dividend  rate  on  the  pre-split  common 
stock  was  $.45  a  share. 

Great  Northern  Nekoosa  Corporation  makes  newsprint  and 
groundwood  printing  papers,  containerboard,  business  communica- 
tion papers,  paper  products  such  as  envelopes  and  packaging 
materials,  and  lumber  at  locations  throughout  the  United  States. 


#  Great  Northern  Nekoosa  Corporation 
75  Prospect  Street,  Stamford,  Connecticut  06901 


Money  And  Investments 


T.ROWE  PRICE 
GROWTH  STOCK 


> 


,/-■' 


FUMD,  m. 


A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

HO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T,  Rowe  Price  Growth  Stock  Fund,  Inc. 

)00  East  Pratt  Street,  Dept.  A6 

Baltimore,  Md.  21202  Phone:  (301)  547-2136 


.  l<p. 


I 
I 

I 


Consecutive  dividend 
payments  since  1909. 


DIVIDEND  NOTICE 

A  regular  quarterly  dividend 
at  the  rate  of  SOC  per  com- 
mon share  was  declared  May 
26,  1976  and  will  be  paid 
August  6.  1976  to  stocl<- 
holders  of  record  July  2. 
1976. 

Regular  quarterly  dividends 
on  all  preferred  stock  were 
also  declared  payable  July  1, 
1976  to  holders  of  record 
June  4,  1976. 

Mark  W.  Putney 

Senior  Vice  President 

Iowa  Power  and  Light  Company 

666  Grand  Avenue 

Des  Moines,  Iowa  50303 


should  have  been  realized  from  tht 
start  that  this  was  not  a  suitabK 
vehicle  for  the  general  public.  "W« 
public  guys  sit  here  and  bellyache 
about  regulation,"  says  Greater  Wash 
ington  Investors'  Christensen,  "but  i 
you  look  what  Doriot's  guys  did,  ! 
think  it  really  tells  you  something." 

He's  referring  to  prot6g^s  of  Gen 
eral  Georges  F.  Doriot,  the  Harvarc 
Business  School  management  genius 
whose  American  Research  &  Devel 
opment  Corp.  was  the  one  outstand 
ing  success  in  publicly  held  venture 
capital  funds.  In  1972  Doriot,  nov 
75,  sold  AR&D  to  Textron  and  retiret 
from  the  field.  Almost  to  a  man  hi 
proteges  have  gone  into  private  ven 
ture  capital  deals.  One  of  the  mos 
successful  is  Boston's  William  Elferj 
who  runs  Greylock  Managemer 
Corp.,  a  private  partnership.  Williar 
Congleton  and  John  Shane  of  Th 
Palmer  Organization  and  Harry  Hoag 
land  of  Fidelity  Ventures,  all  traine 
by  Doriot,  also  run  private  ventur 
capital  operations  in  Boston. 

Short  term,  the  shares  of  some  ( 
the  sui"viving  funds  could  do  rathe 
well.  If  the  market  picks  up  as  e> 
pected,  portfolio  company  values  wi 
appreciate.  And  discounts  on  th 
funds'  net  assets  normally  narrow 
values  rise,  for  a  Idnd  of  double  U 
verage.  Finally,  several  of  the  fund 
have  considerable  amounts  of  cas 
and  cash  equivalents  behind  the 
shares  {see  table).  But  that's  a  spet 
ulator's  game,  not  an  investor's. 

Fundamentally,  venture  capit, 
simply  isn't  a  game  that  everybod 
can  play.  It  means  building  busines 
es,  which  takes  time  and  patience.  1 
his  final  report  before  Textron  gol 
bled  up  AR&D,  Doriot  wrote:  "I  fin 
myself  in  a  state  of  great  despa 
when  I  hear  of  people  purchasin 
AR&D  stock  without  an  understand 
ing  of  what  AR&D  is  all  about." 

Interviewed  by  Forbes,  Gener 
Doriot  said:  "It's  very  difficult  td  as 
people  to  be  patient.  They  get  vei 
excited  when  a  new  fund  com« 
along  and  everything  is  wonderfu 
Then  after  two  years,  nothing  h; 
happened  and  the  fund  is  under  pre 
sure  from  analysts  and  well-meanir 
journalists  like  you  who  say,  'The  fur 
is  three  years  old  and  hasn't  dot 
anything.'  But  in  this  business,  it  tak< 
five  to  seven  years  to  know  if  som 
thing  is  good  or  not." 

How  many  investors  do  you  kno 
who  will  sit  with  a  stock  for  five 
seven  years?  Will  you?  ■ 
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Stock  Comments 


lt*s  An  Election  Year! 


By  Heinz  H.  Biel 


T 


he  temptation  to  mastermind  the 
future  course  of  the  stock  market  is 
apparently  irresistible.  It  is  a  game 
that  is  being  played  with  the  broadest 
participation,  and  many  people  seem 
to  be  making  a  living  out  of  it.  Judg- 
ing by  the  ads  in  the  Sunday  papers, 
the  pundits  are  either  so  bearish  as 
to  scare  the  living  daylights  out  of 
you,  or  they  are  delightfully  bullish, 
promising  instant  wealth.  Usually  one 
side  has  to  be  right.  But  lately  both 
the  bulls  and  the  bears  have  been 
wrong,  because  for  the  past  four  to 
five  months  the  stock  market  has 
gone  exactly  nowhere. 

Even  though  the  market  always 
goes  its  own  way  and  confounds  the 
experts,  sooner  or  later  it  will  have 
to  break  out  of  this  confining  trading 
range  of  only  about  60  points  in  the 
DJI.  This  is  a  presidential  election 
year;  almost  invariably  the  stock  mar- 
ket has  wound  up  such  years  with  a 
net  gain— to  be  specific,  14  out  of  19 
times  since  McKinley's  election  in 
1900.  So  far,  this  year  is  no  exception 
because  the  market  is  still  up  sub- 
stantially from  its  level  at  the  end  of 
1975.  The  market  could  do  nothing 
for  the  balance  of  this  year  or  even 
go  down  somewhat,  and  this  election 
year  would  still  be  a  plus-year  in  the 
record  books. 

Favorable  Odds 

But  here  comes  help  from  a  timely 
study  by  Anthony  W.  Tabell  of  Dela- 
field,  Harvey,  Tabell.  Tony  is  one  of 
the  most  highly  regarded  technical 
analysts,  whose  statistical  historical 
records  go  back  over  many  decades 
and  seem  to  be  uniquely  complete. 
His  recent  study  shows  the  monthly 
fluctuations  of  the  Dow  Jones  indus- 

Mr.  Biel  is  •  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


trials  in  every  presidential  election 
year  of  this  century.  The  picture  is 
decidedly  encoiu-aging:  In  as  many  as 
16  out  of  19  years  the  market  was 
higher  in  December  than  in  June. 
Now  all  that  is  necessary  is  for  the 
market  to  know  these  favorable  odds 
and  to  behave  accordingly. 

Monthly  Payouts 

To  the  best  of  my  knowledge 
there  are  only  two  major  companies 
left  which  pay  monthly  dividends  to 
their  shareholders.  Some  people  may 
consider  this  a  dam  nuisance,  but 
most  investors  in  the  "widows  and 
orphans"  category  seem  to  love  that 
monthly  check.  The  two  companies 
are  Winn-Dixie  Stores  (37),  a  flour- 
ishing supermarket  chain  about 
which  I  have  written  numerous  times 
in  the  past,  and  Wm.  Wrigley  Jr. 
(76),  which  I  have  not  mentioned 
here  before. 

Wrigley  had  been  reluctant  to  ad- 
just its  prices  to  inflation,  and  as  a 
result  its  earnings  growth  was  slow 
as  well  as  imeven.  The  high  cost  of 
"sugar  two  years  ago  again  caused  a 
setback.  Last  year,  however,  earn- 
ings exploded,  rising  to  $6.98  a  share 
from  $4.61  the  year  before.  This  year 
looks  even  better,  with  a  forecast  of 
$8  a  share,  which  should  be  easily 
attainable  if  the  company  can  main- 
tain the  fast  pace  ($1.96  vs.  $1.47) 
of  the  first  quarter. 

At  present  Wrigley  pays  20  cents  a 
month,  which  was  sweetened  with 
two  extras  for  a  total  of  $3.40  a  share 
for  the  year,  producing  a  4.5^  return 
at  its  current  price.  A  liberahzation  of 
the  monthly  dividend,  or  larger  ex- 
tras, is  a  distinct  possibility.  With  no 
long-term  debt  whatsoever  and  hav- 
ing an  ample  working  capital,  this 
company  can  well  afford  to  be  gen- 
erous toward  its  shareholders.  Al- 
though the  stock  sells  close  to  its  all- 
time  high,  I  consider  it  fairly  priced 
and  suitable  for  conservative  inves- 
tors. Wrigley's  growth,  likely  to  be  at 
a  moderate  rate,  will  come  from  the 


opening  up  of  markets  abroad  rather 
than  in  this  country. 

Winn-Dixie's  astounding  record  of 
annual  increases  in  sales,  per-share 
earnings  and  dividends  remains  in- 
tact. For  the  year  just  ended  net  in- 
come probably  was  around  $2.90  a 
share,  up  from  $2.69  a  year  ago. 
The  price  of  the  stock  has  been  held 
back  by  the  relatively  low  dividend 
yield  of  3.9%,  but  the  present  month- 
ly payment  of  12  cents  a  share  is 
likely  to  be  raised  again  in  the  new 
fiscal  year. 

Rohr  Industries  was  a  nice,  small- 
ish company  specializing  in  engine 
pod  assemblies  and  fuselage  parts  for 
the  aircraft  industry.  It  had  a  good 
record  of  profitability  and  had  been 
a  regular  dividend  payer  since  1950. 
Then,  in  order  to  accelerate  its 
growth,  Rohr  diversified  into  an  in- 
dustry that  has  broken  the  back  of 
many  companies  in  the  field:  mass 
transit  and  railroad  passenger  cars. 
It  is  certainly  bad  enough  to  be  bom 
into  the  railroad  parts  business,  but  to 
enter  it  voluntarily  requires  kamikaze 
courage. 

Disaster  In  Diversification 

Rohr  got  some  big  contracts  from 
San  Francisco's  BART  mass  transit 
system,  the  new  Washington,  D.C. 
subway  and  Amtrak.  The  result  was 
predictable.  While  sales  soared  to 
$456  million  in  1975,  and  "profits" 
seemed  to  hold  up  quite  well,  disaster 
struck  last  year.  Recentiy  Rohr 
ditched  the  whole  thing  and  wrote 
off  some  $50  million  which  it  can  ill 
afford,  and  even  this  amount  may  not 
be  enough. 

Rohr,  I  think,  can  and  should  sur- 
vive. Its  original  and  major  lines  of 
business  are  important  and  sound. 
The  stock  has  fallen  to  an  alltime 
low  of  4,  At  present  it  is  a  high- 
risk  speculation,  but  the  potential  re- 
ward would  seem  to  be  commensurate 
with  the  risk.  It  goes  without  saying 
that  there  has  been  a  change  of  man- 
agement at  Rohr.  ■ 
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Skyrocketing  Soybeans 


By  Stanley  W.  Angrist 


'eans  are  jumping  again! 

After  playing  dead  since  last  fall, 
the  soybean  market  exploded  to  life 
in  early  May.  The  bearish  arguments 
were  persuasive— a  big  crop  last  year, 
strong  competition  for  sales  in  the 
world  market  from  Brazil  and,  until 
recently,  lackluster  demand.  So  who 
was  the  princess  that  kissed  the  sleep- 
ing bear  and  turned  it  into  a  lively 
bull? 

The  single  most  important  contri- 
bution to  the  new  baby  bull  market 
in  beans  is  the  very  good  export  de- 
mand for  soybean  meal,  which  is  used 
worldwide  as  an  animal  feed  because 
of  its  high  protein  content. 

Some  observers  believe  that  this 
rally  has  real  staying  power— perhaps 
carrying  into  the  summer  of  1977. 
The  initial  stages  have  been  most  im- 
pressive indeed:  January  beans  moved 
from  about  $5.10  a  bushel  in  early 
May  to  as  high  as  $6.90  by  mid-June 
—less  than  six  weeks.  (A  $1.80  move 
in  beans  is  worth  $9,000  per  contract 
on  margin  of  about  $2,000. ) 

Cutting  Back 

It  is  widely  acknowledged  that  a 
good  part  of  this  move— like  almost  all 
bull  markets— is  anticipatory.  That  is, 
^  nothing  much  has  changed  yet.  The 
bearish  case  simply  looked  less  con- 
vincing in  June  than  it  did  in  April. 

Ample  supplies  of  beans  have  been 
around  all  winter  and  spring,  so  prices 
of  beans  sagged  from  over  $6  per 
bushel  last  fall  to  under  $5  this 
spring.  Farmers  got  the  message  and 
said  they  would  plant  only  49.3  mil- 
lion acres  of  beans— a  drop  of  9.7% 
from  last  year's  54.6  million  acres.  If 


Stanley  W.  Angrist  is  a  professor  at  Carnegie  Mellon 
University  and  has  written  many  books,  including  one 
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yields  this  year  are  average  and  farm- 
ers fail  to  harvest  a  million  acres  (as 
they  usually  do),  then  the  U.S.  would 
bring  in  a  crop  of  1,350  million 
bushels  or  so— down  11%  from  last 
year's  crop.  That  kind  of  a  decline  is 
certainly  good  news  for  the  bulls. 

Less  From  Brazil 

Brazil  has  not  turned  out  to  be 
the  fierce  competitor  in  the  world 
market  that  was  expected  earlier.  One 
reason  is  that  it  has  attempted  to 
expand  its  own  domestic  processing 
industry  and  thus  does  not  have  as 
many  beans  available  for  export  as 
was  first  thought.  Secondly,  some  ex- 
porters sold  beans  based  on  optional 
origin  terms  and  are  finding  it  difficult 
to  obtain  sufiRcient  Brazilian  supplies 
to  meet  contract  commitments.  Thus 
some  contracts  that  were  to  have 
been  filled  by  Brazilian  beans  are  now 
being  filled  from  U.S.  stocks.  Bullish. 

The  U.S.  Department  of  Agricul- 
ture has  estimated  that  1976  exports 
of  beans  will  total  525  million  bushels, 
of  which  426  million  had  already  been 
shipped  by  early  May.  But  if  one  ap- 
plies historical  parameters  to  this  es- 
timate, the  projection  for  final  exports 
rises  to  a  range  of  between  555  mil- 
lion and  610  million  bushels. 

When  one  adds  these  exports  to  the 
domestic  demand  for  beans,  one 
comes  up  with  a  total  disappearance 
(i.e.,  consumption)  figure  of  between 
1,485  million  and  1,565  million  bush- 
els. Though  the  latest  USDA  Supply 
and  Demand  Forecast  projects  a  280- 
million-bushel  carryover  on  Aug.  31 
(the  end  of  the  crop  year) ,  other  trade 
observers— notably  The  Leslie  Analyt- 
ical Organization— believe  that  the 
carryover  could  be  as  low  as  140 
million  to  220  million  bushels.  Thus, 
this  year's  demand  may  contribute  to 
tight  supplies  in  1977  even  if  demand 
remains  static.  Again,  bullish. 

All  of  these  factors  add  up  to  an 
honest  bull  market.  But  how  do  you 
buy  into  a  bean  market  that  has  al- 
ready experienced  a  substantial  price 
rise?  One   way,   of  course,   is   simply 


to  hold  your  nose  and  do  it,  then  set 
a  stop  20  cents  per  bushel  under 
where  you  got  in,  and  leave  town  for 
some  place  where  you  cannot  find  out 
what  bean  prices  are.  (Bulls  wistfully 
remember  1973,  when  beans  went 
from  under  $5  a  bushel  to  over  $12 
in  less  than  five  months,  an  unlikely 
event  this  time.) 

Another  strategy  that  could  be  fol- 
lowed for  the  slightly  more  timid  bull 
would  be  to  buy  November  beans  and 
sell  January  beans  at  an  8-cent-per- 
bushel  premium  or  so  for  January.  If 
the  bull  market  persists  the  premium 
should  disappear,  and  the  trader 
would  make  a  nice,  though  limited, 
profit.  Risk?  Currently  carrying 
charges  on  soybeans  run  about  6.5 
cents  j)er  bushel  per  month,  so  it  is 
not  likely  that  the  spread  would  wid- 
en to  more  than  13  cents  per  bushel. 
Thus  if  the  spread  is  put  on  at  8 
cents,  a  trader  is  not  risking  a  loss  of 
more  than  5  cents  a  bushel,  even  if  the 
spread  went  to  full  carrying  charges. 

Snafu 

Perhaps  a  word  or  two  about  what 
has  been  going  on  in  the  potato  mar- 
ket over  at  the  New  York  Mercantile 
Exchange  is  in  order.  First  off,  it  re- 
inforces the  rule  by  which  all  specu- 
lators should  live— get  out  of  the  spot 
month  (month  of  the  contract)  be- 
fore delivery  notices  can  be  presented 
to  longs.  Speculators  have  no  business 
being  involved  in  the  delivery  pro- 
cess. The  only  people  who  should  be 
holding  positions  in  a  contract's  final 
trading  days  are  legitimate  hedgers 
who  want  to  own  the  commodity  or 
who  wish  to  deliver  commodities  they 
own  against  a  short  position.  Any- 
body else  who  stays  in  for  the  final 
bell    is    crazy— anything   can    happen! 

The  one  good  thing  that  will  come 
out  of  this  rather  smelly  mess  is  a 
new  potato  contract  against  which 
potatoes  grown  in  eastern  states  be- 
sides Maine  can  be  delivered.  Such  a 
contract  would,  in  effect,  preclude  a 
reoccurrence  of  the  potato  contract 
default  witnessed  this  year.   ■ 
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How  to  talk 

Hiregrly  to 

European 
investors. 

Foreign  holding  in  U.S.  stocks  and 
bonds  are  now  estimated  in  excess 
of  $80  to  $85  billioa 

European- based  institutions 
represent  the  largest  percentage  of 
these  investors,  and  their  interest 
(and  participation)  is  growing  every 
day. 

How  to  reach  them? 

In  the  pages  of  the  one  news- 
paper read  regularly  by  more 
members  of  the  European  financial 
community  than  any  other  publi- 
cation: 

The  International 
Herald  Tribune. 

One  reason  is  this:  it's  the 
single  source  for  complete  daily 
New  York  and  American  Stock 
Exchange  listings  on  the  continent, 
and  so  it's  required  reading  for  all 
money  men. 

Another  is  that  the  Herald 
Tribune  is  available  in  all  the  major 
European  financial  centers  early 
every  day.  Frankfiart  reads  it  as 
Geneva,  Zurich,  Amsterdam, 
London  and  P&ris  read  it 

So  if  you  have  a  message  for 
European  investors... 

Your  advertising 

schedule  should  start 

with  die  International 

Herald  Tribune. 

Space  is  available.  Rates  are 
commensurate  with  its  highly  selec- 
tive business  audience. 

Qosing  dates  are  short  and  the 
one  language  is  English,  for  every 
country  in  Europe. 

For  other  details  and  a  recent 
copy  of  the  International  Herald 
Tribune... 

Write  or  phone : 
Frank  Tortorello  in  New  York. 
444  Madison  Avenue,  New  York, 
N.Y  10022.  Tel.  (212)  752-3890. 

Gerald  White  in  Qiicago. 
230  N.Michigan  Ave.,  Qiicago, 
I1L6060L  Tel.  (312)  641-2762. 


Readers  Say 


(Continued  from  page  8) 

ist  advised  chewing  bubble  gum  on 
"takeoff  and  landing;  it  has  more  body 
than  regular  gum."  I  must  admit  I 
welcome  the  new  flavors  rather  than 
the  "icky  kid  stuff"  I  had  to  chew 
in  the  early  days.  Someday  someone 
will  get  smart  and  make  a  bourbon- 
flavored  bubble  gum. 

—Edgar  Dannenberg 
New  York,  N.Y. 

The  Reagan  Win 

Sir:  Re  your  editorial  titled  "Wal- 
lacites  And  The  GOP"  (June  1).  Rea- 
gan's win  in  Texas  was  helped  in  only 
a  minor  degree  by  crossover  Wallace 
supporters.  A  lot  of  Oil  Boys  in  Texas 
have  been  bitter  with  the  way  Ford 
handled  the  oil  and  gas  problem.  A 
lot  of  Grain  Boys  are  still  smoking 
over  the  interference  of  Ford  and  the 
unions  in  export  grain  sales,  and  lots 
of  Cow  Boys  have  been  very  imhap- 
py  over  the  Administration's  handling 
of  beef  imports.  In  view  of  these  con- 
ditions you  could  "smell"  what  was 
coming.  As  an  old  Texas  political 
hand,  John  Connally  knew  what  was 
brewing  and  refused  to  endorse  either 
candidate.  He  stood  clear  of  a  wreck 
that  was  about  to  happen. 

—Ted  Gouldy 

Editor  and  Publisher, 

The  Weekly  Livestock  Reporter 

Ft.  Worth,  Tex. 

Sir:  I  believe  a  qualified  voter 
should  cast  his  vote  however  he 
wishes.  Choosing  candidates  is  much 
too  important  to  be  left  to  clubhouse 
Prumbs  and  political  hacks. 

Now  that  my  expressed  opinion  is 
contrary  to  yours,  I  beg  you— please 
do  not  cancel  my  subscription. 

—Milton  Staub 
Milford,  Pa. 

Sir:  You  are  wrong  about  Wallace 
Democrats  voting  for  Reagan  in  North 
Carolina.  This  state  doesn't  allow 
crossover  voting  in  primaries. 

—Fries  Shaffner  Jr. 
Wilmington,  N.C. 

Cards  Still  On  Table 

Sir:  Re  your  story  "Farley  of  Bum- 
dy"  (Apr.  15).  I  am  one  of  the  for- 
mer Bumdy  management  group.  The 
cards  are  still  on  the  table  for  Mr. 
Farley.  The  technical  base  on  which 
Bumdy  grew  in  the  past  has  been  all 
but  eliminated  in  the  quest  for  short- 
term  profits.  Whether  Bumdy  can 
continue  to  grow  and  prosper  on  the 
past  prestige  remains  to  be  seen. 

— Adolph  C.  Neaderland 
Norwalk,  Conn. 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  ^/^  to  %  higher. 

OVER  6,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  CatalogI 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  ddthTT 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

Name 

Address Zip 


Up-To-Date  SB  f'' 

I   .-,-,  STOCK  CHARTS      W  ^ 

"    Get  your  own  complete  set  of  latest  DAILY  fi 

'[  :    BASIS  STOCK  CHARTS  -  covering  744  most  ac-  y 

^    tjve  NYSE  and  Amex  issues.  Each  chart  shows  | 

1    daily  high,  low,  close  and  volume;  "200-day  mov-  i; 


Im 


Ing  averages";    10-year  annual   price   ranges; 


'i 

'M  latest  earnings  and  dividends.  Special  sections  | 

"  include:  charts  of  72  additional  stocks  showing  |'. 

'.  I  unusual  activity,  charts  of  14  key  indicators  '£ 

'"^  and  indices,  table  of  Latest  Short  Interest  (for  f| 
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fl    specific  stocks).  For  all  this,  send  only  $5  with   y^ 
y    '^'''"^'°-  FBN.626  ^ 
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n  T  R  E  N  D  L  I  N  E  ^ 

y   345  Hudson  street,  New  York,  N.Y.  10014    ' 

1|     A  division  of  Standard  &  Poor's  Corporation      j; 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  Vi  rnil- 
iion  dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR 

Dallas,  Teias  75229  Ph.  (214)  243-4253 

Coll  toll  free  800-527-26S4  eicept  from  Texos 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would 
like  to  sell,  we  may  have  buyers.  Tell  us 
the  year,  distillery,  and  quantity  and  you 
will  receive  a  prompt  written  reply. 

(Min.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt.) 

RESALE  ACCRUED  EQUITIES 

Broker  Dealers  Registered  with  the  S.E.C. 

Write  F.  B.  Schoenwald 

122  East  42nd  St.,  N.Y.  10017 

(212)M01-3595 
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BUSINESS  OPPORTUNITIES 


TAX  SHELTERS 


BUILDING  CONSTRUCTION  FIRM 

Located  in  the  heart  of  the  San 
Bernardino  Area.  Two  to  three  mil- 
lion annual  volume.  No  debt,  ex- 
cellent cash  position.  Ideal  for  out- 
side firm  looking  to  locate  in  San 
Bernardino  Area.  Management 
available.  Send  replies  to:  Box 
E1002    FORBES. 


ESTABLISHED  12  YEAR  OLD 
AIR  CONDITIONING  BUSINESS 

East  Texas.  Owners  selling  to  re- 
tire. Terms  for  qualified  buyer. 
Annual  sales  volume  2  to  3  million. 
$700,000  plant  facility  plus  an- 
other $12,500,000  real  estate 
tional.    Reply    to    Box    H598, 


CANDY  COMPANY 
FOR  QUICK  SALE 

Unusual  opportunity  available  for 
retail  merchant,  distributor,  etc. 
303  East  54th  St.,  New  York,  N.Y. 
Call  Harry  Stevens,  owner's  agent, 
collect  (212)  PL  5-7079.  Principals 
only  please.  Vacant  New  Jersey 
Shores  land  also  available.  Call  for 
details. 


NATURAL  GAS 
RESERVES 

Independent  producer  has  40% 
working  interest  available  for  sale 
in    major    gas    reserve    located    In 


PRIVATE  INVESTMENT  GROUP 

Investment  advisors  who  are  at- 
torneys, accountants  and  market 
research  experts  offer  personal  ad- 
visory services  to  wealthy  individu- 
als in  top  brackets.  Outstanding 
references.  Documented  proof  of 
investment  performance  record.  All 
replies  confidential.  G2445  FORBES, 
60  Fifth  Ave..  NYC,  NY  10011. 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


REAL  ESTATE  FOR  SALE 

27,000  ACRE  INVESTMENT 

Property  -  Two  tracts.  In  pictur- 
esque Wyoming,  4  miles  north  of 
Cheyenne,  Wyo.,  ideally  located  for 
development  and  future  apprecia- 
tion. 20  mins  from  Jet  Airport.  10 
mins  .from  business  district.  Near 
national  forest,  25  mins  from  tour- 
ist centers.  Completely  fenced,  ca- 
pable management  on  site  for  op- 
eration as  ranch  or  division  sales. 
Contact  owner,  Wyoming  Ranches_ 
Inc.,  327  Pony  Traii_ 
Wyo. 


Worth,  Texas  76114. 
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loss  carry  forward, 
a  smaH  retaHing  activity,  and  ex- 
ceiient  management.  Write  Presi- 
dent, P.O.  Box  6300,  Columbus, 
Ohio  43210. 

POSITIONS  AVAILABLE 

DIRECTOR  OF  FINANCE 

A  large  midwestern  manufacturer 
needs  professional  to  fill  the  job 
of  Director  of  Finance. The  FORBES 
500  Company  seeks  candidates 
with  two  or  more  years  experience. 
Please  send  a  resume  to:  B2853 
FORBES,  60  Fifth  Avenue,  NYC,  NY 
10011.  An  Equal  Opportunity  Em- 
ployer M/F. 

CONTROLLER 

Large  Trucking  Co.  seeks  well  expd 
individ  w/excellent  knowledge  of 
foreign  shipping  in  accounting  an- 
alytical procedures.  Also  knowledge 
of  payroll,  U.S.  taxes  and  account- 
ing record.  Salary  commensurate 
w/qualifications  +  fringes.  If  qual- 
ified, call  (914)  472-2000,  Ms.  Red- 
ford  for  appointment. 


rthor- 
3ge  of  fabrication  of 

stainless  steel  and  machined 
ttems.  To  an  individual  with  small 
cash  investment  we  offer  stock  op- 
tions and  partnership  in  addition 
to  salary.  We  want  capability,  hon- 
esty, loyalty,  drive  and  motivation. 
If  you  are  this  person  or  company 
write:  Delta  Gulph,  Inc.,  19  Clear- 
brook  Rd.  NW,  Washington,  D.C. 
20015. 


EXECUTIVE 

DIRECTOR 

Executive  Director  for  Public 
Housing  authority  of  1,000 
units,  town  population  approx- 
imately 75,000.  Chief  duties 
include  supervision,  finance, 
social  responsibilities  and  im- 
plementation of  new  programs. 
Experience  with  federal  hous- 
ing programs  is  required. 
Starting  salary  $28,000- 
$30,000,  plus  fringe  t>enefits 
and  opportunities  for  salary 
increases.  Send  resume  to: 
Personnel  Committee,  Overton 
Housing  Authority,  8  Roberts 
Road,  Overton,  N.Y.  10978. 


Where  middle  Income  »»»es  are 
iKJoming.  In  the  heart  of  Pueblo, 
Colorado,  450  acres;  zoned  first 
section;  platted  and  filled;  water 
and  sewers  on  property.  FHA  feas- 
ibility subject  to  financial  condi- 
tions and  ready  to  go  for  1620 
units;  priced  right  to  qualified 
buyer.  Write  for  details.  Box  W2282 
FORBES,  60  Fifth  Avenue,  NYC,  NY 
10011. 

PUBLIC  LAND  OIL  &  GAS  LEASES 

New  discoveries  in  oil  and  gas  land 
present  great  opportunities  for  all 
U.S.  citizens  to  participate  in  prof- 
its and  tax-benefits  from  public 
land  lease  rights.  Drawings  monthly 
t»y  U.S.  Dept.  of  Interior's  Land 
Management  Bureau.  For  more  in- 
formation on  how  you  can  partici- 
pate in  these  public  drawings  con- 
tact: Marshall  Claymore  Inc.,  P.O. 
Box  817.  Houston,  Texas  40102. 


ATING  14.750  ACRE  JPARM 
IN  SOUTHERN  IOWA 

6,500  head  capacity  feedlot.  500,000 
bushels  grain  storage,  1975  over 
$4  million  gross.  Ideally  located  for 
future  appreciation,  agricultural  or 
industrial.  4  miles  frontage  on  Iowa 
River.  Same  owner  25  years  who 
will  leaseback  or  present  manage- 
ment available.  For  sale  by  owner 
only.  R.J.  Amber  Company,  Box 
5840,   Jacksonville,  Fla.  32205. 

FOR  PRIME 
COMMERCIAL  LEASING 

Floor  area  of  8,000  square  feet  in- 
cluding 1,500  square  feet  of  raised 
floor  area  for  computer  services. 
Peripheral  offices,  separate  meter 
for  computer  power,  fireproof  vault, 
full  back-up  air  conditioning  sys- 
tem. Located  in  Santa  Barbara, 
California.  Contact  Theodore  S. 
Baker,  (415)  788-2400;  National 
Bank  of  California,  San  Francisco, 
CA  94126. 


INVEST 


MONTANA 


Land  going  fast.  Total  of  4,207 
acres.  Some  with  river  frontage. 
Registered  HUD,  state  and  county. 
Good  for  sub-division  and 
promotion-skilled  Investor.  Should 
market  for  several  times  the 
$700,000  firm.  10%  down,  7% 
interest,  partial  releases.  Kermit 
Reilly,  P.O.  7749,  Drexel  Hill. 
PA  19026. 
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Inc. 
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International  Inc. 
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Agency:  Joseph  Kesselman 
Associates  Inc. 
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Agency:   Sherwood  &  James 
Advertising,  Inc. 
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CORPORATION     98-99 

Agency:    Marsteller  Inc. 
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Agency:   The  Vanderbilt  Advertising 
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-pi  1    ,  on  the 

I  noughts . . .  Business  of  Life 


The  condition  upon  which  God 
hath  given  Hberty  to  man 
is  eternal  vigilance. 
John  Philpot  Curran 


The  mighty  hopes  that  make  us  men. 
Tennyson 


A  well-governed  appetite 
is  a  great  part  of  liberty. 
Seneca 


There  is  no  strong  performance 
without  a  little  fanaticism 
in  the  performer. 
Ralph  Waldo  Emerson 


Liberty  is  a  product  of  order. 
Will  Durant 


Resolved  to  live  with  all 
my  might,  while  I  do  live. 
Jonathan  Edwards 


Only  actions  give  to  life 

its  strength,  as  only  moderation 

gives  it  its  charm. 

Jean  Paul  Richter 


In  great  attempts, 

it  is  glorious  even  to  fail. 

Longinus 


To  know  a  man,  observe  how 
he  wins  his  object,  rather  than 
how  he  loses  it;  for  when  we  fail, 
our  pride  supports;  when  we 
succeed,  it  betrays  us. 
Caleb  C.  Colton 


Whatever  ignominy  or  disgrace 
we  have  incurred,  it  is  almost 
always  in  our  power  to 
reestablish  our  reputation. 
La  Rochefoucauld 


How  many  people  live  on  the 
reputation  of  the  reputation 
they  might  have  made! 
Oliver  Wendell  Holmes 


Far  away  there  in  the  sunshine 
are  my  highest  aspirations.  I 
may  not  reach  them,  but  I  can 
look  up  and  see  their  beauty, 
believe  in  them  and  try  to 
follow  where  they  lead. 
Louisa  May  Alcott 


Experience  and  enthusiasm 
are  two  fine  business  attributes 
seldom  found  in  one  individual. 
William  Feather 


All  through  the  ages 
the  most  worthy  characters 
have  been  those  who  were 
dynamically  enthusiastic  over 
some  definite  aim  and  end. 
The  young  man  who  is  afraid 
to  manifest  enthusiasm 
lest  his  dignity  suffer,  is  not 
likely  to  have  much  dignity 
to  lose  by  and  by.  Enthusiasm 
is  the  propelling  force 
that  is  necessary  for 
climbing  the  ladder  of  success. 
B.C.  Forbes 


What  signifies  the  ladder,  provided 
one  rise  and  attain  the  end? 
Charles  Sainte-Beuve 


Man  ought  to  know  that 
in  the  theater  of  human  life, 
it  is  only  for  Gods  and  angels 
to  be  spectators. 
Francis  Bacon 


Some  folks  believe  liberty 
is  doing  as  they  please, 
but  with  controls  on  others. 
Arnold  Glasow 


Whether  zeal  or  moderation 
be  the  point  we  aim  at, 
let  us  keep  fire  out  of  the  one, 
and  frost  out  of  the  other. 
Joseph  Addison 


If  anything  is  evident  about 

people  who  manage  money,  it  is  that 

the  task  attracts  a  very  low  level 

of  talent,  one  that  is  protected 

in  its  highly  imperfect 

profession  by  the  mystery  that 

is  thought  to  enfold  the 

subject  of  economics  in  general 

and  of  money  in  particular. 

John  Kenneth  Galbraith 


America  is  the  only  country  ever 
founded  on  the  printed  word. 
Marshall  McLuhan 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
S74-page  hook  at  $9.95.  Aha  Fact 
and  Comment— f/ie  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  lOOll.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


A  Text . . . 


Sent  in  by  Mrs.  Thomas  Butterbrodt,  Berlin, 
Wis.  What's  your  favorite  text?  The  Forbes 
Scrapbook  of  Thoughts  on  the  Business  of 
Life  is   presented   to  senders  of   texts  used. 


For,   brethren,    ye   have   been    called 
unto  liberty;  only  use  not  liberty  for 
an  occasion  to  the  flesh,  hut  by  love 
serve  one  another. 
Galatians  5:13 
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How  the  En 


keep  dry. 


Gordon's  (5'm  net  only  makes  a  -etter  Dry  Martini,  it  makes  a  better  everything. 

jin  &.  Tonic:  IVj  ozs.  G   fd;-   '.  Gin  into  highball  glass  over  ice.  Squeeze  in  wedge  of  lime.  Fill  glass  with  tonic. 
(Jin  Screwdriver:  1  Vi  ozs,.  G . .don's  Gin        '  3  ozs. orange  juice.  Stir  in  highball  gloss  over  ice  cubes. 
Gordon's  Gin.  Largest  ^seller  V         land,  America,  the  world. 


'  OF  U.S.A.IIXIN  NEUTRAL  SPIRITS  OISTILLEJ  FROM  GRAIN.  86  PROOF.  GORDON  S  Dk 


UL  1  3  19TS^ 


Who  would  sign 

the  Declaration  of 

Independence 

today? 


Unless  it  had  been  signed,  there 
would  be  no  United  States  today. 
And  no  such  high  wages  as 
Americans  enjoy— the  highest  on 
earth.  And  no  such  high  standard  of 
living,  which  Americans  generously 
share  with  the  poor  of  the  world. 

But  the  men  who  signed  it  put 
their  lives  and  every  penny  they 
owned  on  the  line,  and  many  of  them 
lost  their  fortunes,  their  homes, 
their  businesses  or  jobs  as  a  result. 
But  they  signed. 

How  many  Americans  would  do 
as  much  for  the  long-range  future 
of  their  country  today? 

Would  you? 

THE  WARNER  &  SWASEY  COMPANY 

Executive  Ottices:  1 1000  Cedar  Avenue,  Cleveland,  Ohio  44106 


Warner  &  Swasey's  G.  A.  Gray  subsidiary 
has  developed  a  totally  new  machine  tool  — 
the  Vertical  Turning  System.  A  versatile  high 
production  machine  system,  the  numerically 
controlled  VTS  contours,  bores,  faces,  turns, 
threads  and  drills  parts  up  to  42  inches  in 
diameter,  21  inches  high.  (Protective  guard- 
ing removed  to  show  machine  detail.) 


Woductivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


June  30, 1976 


1,750,000  Shares 

The  Great  Atlantic  &  Pacific  Tea 

Company,  Inc. 

Common  Stock 

($1  -par  value) 


These  shares  are  presently  outstanding  and  are  being  sold  by  The  John  A.  Hartford  Foundation,  Inc., 
and  no  part  of  the  proceeds  from  such  sale  will  be  received  by  the  Company. 


Price  $12.50  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  seciif-ities  and  in  which  the  Prospectus  m,ay  legally  be  distributed. 


Morgan  Stanley  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Inc. 
Donaldson,  Luf  kin  &  Jenrette 

Secnrities  Corporation 

Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 


The  First  Boston  Corporation 

Ruhn,  Loeb  &  Co. 

Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Drexel  Bumham  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Dillon,  Read  &  Co.  Inc. 
Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 


Lazard  Freres  &  Co.        Lehman  Brothers        Loeb,  Rhoades  &  Co.        Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 


Reynolds  Securities  Inc. 
Wertheim  &  Co.,  Inc. 


Salomon  Brothers 
White,Weld&Co. 

Incorporated 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Shearson  Hayden  Stone  Inc. 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus . 


NEW  ISSUE 


June  23, 1976 


5,000,000  Shares 

Alcan  Aluminium  Limited 


Common  Shares 

(Without  Nominal  or  Par  Value) 


Of  the  5,000,000  Common  Shares,  2,500,000  are  being  oflFered  initially  in  the  United  States 

and  countries  other  than  Canada. 


Price  $26.75  per  share 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


A.  E.  Ames  &  Co. 

Incorporated 

Dillon,  Read  &  Go.  Inc. 


Morgan  Stanley  &  Co. 

Incorporated 

Swiss  Bank  Corporation  (Overseas) 

Limited 

Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Drexel  Buraham  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc.         Kidder,  Peabody  &  Co 

Incorporated 

Loeb,  Rhoades  &  Co. 


The  First  Boston  Corporation 

Bache  Halsey  Stuart  Inc. 


Goldman,  Sachs  &  Co. 


Lehman  Brothers 

Incorporated 

Paine,  Webber,  Jackson  &  Curtis 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Dean  Witter  &  Co. 

Incorporated 


Reynolds  Securities  Inc. 
Wertheim  &  Co.,  Inc. 


Donaldson,  Luf kin  &  Jenrette 

Securities  Corporation 

Homblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Kuhn,  Loeb  &  Go.         Lazard  Freres  &  Co. 
Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Salomon  Brothers 


Wood  Gundy 

Incorporated 


White,  Weld  &  Co. 

Incorporated 

Shearson  Hayden  Stone  Inc. 


Of  the  5,000,000  Common  Shares,  2,500,000  are  being  offered  initially  in  Canada 

by  a  Canadian  group  represented  by: 


A.  E.  Ames  &  Co. 

Limited 


Wood  Gundy 

Limited 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUES 


June  30, 1976 


$750,000,000 

International  Bank  for  Reconstruction 

and  Development 

8250,000,000 
8%  Five  Year  Notes  of  1976,  Due  July  1,  1981 

Price  100^ 

plus  accrued  interest  from  July  1,  1976 


$250,000,000 
8^%  Ten  Year  Notes  of  1976,  Due  July  1,  1986 

Price  100% 

plus  accrued  interest  from  July  1,  1976 


$250,000,000 
8.85%  Twenty-Five  Year  Bonds  of  1976,  Due  July  1,  2001 

Price  100% 

plus  accrued  interest  from  July  1,  1976 


Copies  of  the  Prospectus  may  be  obtained  from  any  of  the  several  underwriters , 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 

Goldman,  Sachs  &  Co. 
Bache  Halsey  Stuart  Inc. 


Salomon  Brothers 


Morgan  Stanley  &  Co. 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Dillon,  Read  &  Co.  Inc. 


Donaldson,  Lufkin  &  Jenrette      Drexel  Burnham  &  Co.      Homblower  &  Weeks-Hemphill,  Noyes 


Securities  Corporation 

E.  F.  Hutton  &  Company  Inc. 
Lazard  Freres  &  Co. 


Incorporated 

Kidder,  Peabody  &  Co. 

Incorporated 

Lehman  Brothers 

Incorporated 


Incorporated 

Ruhn,  Loeb  &  Co. 
Loeb,  Rhoades  &  Co. 


Paine, Webber,  Jackson  &  Curtis      Reynolds  Securities  Inc.      Smith  Barney,  Harris  Upham  &  Co. 

Incorporated  Incorporated 

Warburg  Paribas  Becker  Inc.      Wertheim  &  Co.,  Inc.       White,Weld  &  Co.       Dean  Witter  &  Co. 

Incorporated  Incorporated 
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Higher  And  Higher 


Last  month  Forbes  Magazine's  Balloon  Ascension  division  conducted  the 
Second  Annual  International  Balloon  Meeting  at  the  magazine's  historic 
Chateau  de  Balleroy  in  Nonnandy,  France.  Over  10,000  people  attended 
the  colorful  two-day  affair.  * 

The  price  of  admission  was  not  cheap,  10  francs  or  $2.20,  but  the 
weather  was  sunny  and  warm,  and  people  on  a  weekend  found  it  hard  to 
resist  the  allure  of  watching  a  sprightly  array  of  ascending  balloons  or 
of  perhaps  taking  a  tethered  (at  the  end  of  a  100-foot  rope)  balloon 
ride  themselves. 

The  annual  balloon  meet  is  not  an  open  competition;  it  is  an  invita- 
tion-only event  for  the  world's  most  skilled  aeronauts  to  come  together 
once  a  year  to  do  their  own  thing.  And  thanks  to  the  fine  weather,  do  it 
they  did,  as  numerous  farmers  in  the  region  can  attest  when  they  found 
balloons  with  as  much  as  500,000  cubic  feet  of 
hot  air  descending  upon  their  fields. 

The  pilots  hailed  from  a  dozen  countries.  From 
the  U.S.  came  Matt  Wiederkehr  and  his  family, 
who  between  them  hold  48  world  records  (his  two 
daughters— 16  and  19  years  old— are  also  noted 
aeronauts)  and  Dave  Schaffer,  who  won  the  1975 
World  Balloon  Championship  in  Albuquerque. 

Last  year's  meet  at  the  Chateau  marked  the 
opening  of  the  world's  only  museum  devoted  to 
ballooning,  and  for  that  occasion  the  ribbon  was 
cut  by  the  then-U.S.  Ambassador  to  France  Ken- 
neth Rush  and  British  Ambassador  Sir  Edward 
Tomkins.  Since  then,  the  museum  has  logged  over 
25,000  visitors. 

The  museum  is  Smithsonian  in  character.  On 
display,  for  instance,  are  gondolas  from  various 
eras  of  ballooning;  painstaking  dioramas  of  fa- 
mous ballooning  events  such  as  their  use  in  the 

American  Civil  War  and  during  the  Siege  of  Paris  in  the  Franco-Prussian 
War  of  1870;  a  fascinating  collection  of  photographs,  posters,  newspapers 
and  magazines;  and  an  impressive  library  of  rare  ballooning  books  and 
documentary  film. 

Forbes'  Balloon  division  does  more  than  operate  a  growing  museum  and 
the  International  Meet.  In  addition  to  an  increasing  number  of  tournaments 
and  races,  Forbes'  six  balloons  participate  in  scores  of  benefits  for  hospitals, 
museums,  local  volunteer  firemen,  Boy  Scouts,  even  a  symphony  orchestra. 
Thousands  of  dollars  for  these  causes  have  l)een  raised  through  fares 
charged  for  tethered  rides  or  through  auctioning  off  rides  with  Ascension 
divison  director  Dennis  Fleck  or  Kip  Cleland,  balloon  pilot  as  well  as 
director  of  physical  fitness  at  the  New  York  office.  An  auction  for  the 
Friends  of  the  Museum  of  New  Jersey  recently  sold  a  ride  for  $550. 

All  this  activity  keeps  Dennis  Fleck  a  busy  man.  "It's  not  only  the  getting 
to  and  participating  in  these  events  that  lakes  time,"  says  Dennis,  "but  also 
the  upkeep  and  repairs  of  the  balloons,  the  gondolas  and  the  equipment 
inside  them.  A  balloon  and  its  ecjuipment  take  a  lot  of  punishment,  and  if 
you're  not  careful,  you  could  find  yourself  in  trouble." 

Within  the  New  York  metropolitan  area,  the  balloons  carry  banners  for 
the  magazine's  Siegers-Forbes  Motorcycle  division  in  New  Jersey;  otherwise, 
the  banners  promote  Forbes  Magazine  with  the  words:  "For  High 
Ups  in  Business."  ■ 
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^*\bu  can  get  new  business 

Vrom  old  customers  while  seeing 

them  lesS/Ond  we'll  scramble 


to  show  you  how." 


You  have  to  scramble  to 
keep  your  business  growing  in 
today's  economic  climate. 

To  help  you,  your  Bell 
Account  Representative  is  ready  to 
scramble,  too,  and  show  you  solid 
ways  to  save  time,  re-employ  time 
for  profit  and  accelerate  cash  flow. 

For  instance,  you're  probably 
faced  with  some  agonizing  deci- 
sions on  what  to  do  about  your 
marginal  accounts.  You  could 
continue  to  handle  them  face  to 
face,  but  that's  costly.  Or  drop  them, 
but  you  might  risk  losing  their 
future  business.  Or  handle  them 
by  phone. 

A  comprehensive  program 
called  "Selling  Existing  Customers" 
offers  a  complete  strategy  using 
inside  salespeople  to  chart  inven- 
tory control  on  marginal  accounts. 
When  the  chart  shows  product 
inventory  is  two-thirds  depleted, 
they  call-  to  ask  for  the  reorder 

Customers  are  impressed 
that  you  care  enough  to  keep  track 
of  their  inventory  needs,  impressec 


Let  our  Account  Representatives  scramble  for  you. 

one  of  our  Bell  Account  Representa- 
tives toll  free  at  the  number  below. 
Or  use  the  coupon. 

Ask,  too,  about  our  program 
for  "Collecting  Overdue  Accounts." 

LonP"  Distance  means  business. 


t'ion  Service  Manager, 
,  60  Fifth  Avenue, 
rk,  N.Y.  10011 


fTACH  PRESENT 
LING  LABEL  HERE 


too,  with  the  actual  dollars  you  save  (piease  print) 

them  on  inventory  investment.  

Want  to  know  more?  Call       


Zip 


F-4826 


opportunity  to  own  um  ch.v.  e>««> 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  i  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 
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youre  only  one  stop  tdTblg^o 

from  tliese  cities. 


>  Seattle 

•Spokane 

>  Portland 
•Eugene 
Sacramento 


►San Jose 

G.  Douglas  KJnzel, 


Salt  Lake  City 
Denver 


Minneapolis  •  St.  Paul 


Omaha 


G.  Croft  Henry 
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Kansas  City*   St.  Louis 

Oklahoma  City         *  Richmond 

•  Memphis     Raleigh 


museums,  local  voluntee 
Thousands   of   dollars   fo" 
charged  for  tethered  rid« 
divison  director  Dennis 
director  of  physical  fit.^ 
Friends  of  the  Museum  ( 

All  this  activity  l<eeps,yjjQu 
to  and  participating  in  t 
the  upkeep  and  repair' 
inside  them.  A  ballooij 
you're  not  careful,  yo* 

Within  the  New  from  New  York  or  Los  An^clcs  non-stop.  The  plane 
the  magazine's  Siege.  Angeles.  And,  from  New  York,  we'll  be  increasing 
the    banners    promote  )  We  also  fly  nonstop  from  San  Francisco. 
Ups  in  Business.    ■     flight  to  our  gateway  cities  on  a  domestic  airline 

iig  from  Seattle  Pan  Am  makes  only  one  stop.  In  a 

-;/Mvt. 

:o  the  world.  5^^  yQ^^J.  travel  agent. 


Trends  &Tangents 


Doomsday  Deferred 

The  day,  maybe  20  years  hence, 
when  the  exhaustion  of  Iran's  oil  re- 
sources threatens  to  bring  down  the 
Shah's  imperial  ambitions,  now  ap- 
pears to  have  been  indefinitely  post- 
poned. Iran  has  just  discovered  the 
world's  largest  single  deposit  of  natu- 
ral gas  in  the  Persian  Gulf— 200  tril- 
lion cubic  feet,  according  to  one  es- 
timate, roughly  equal  to  the  total  gas 
reserves  of  the  U.S.  and  enough  to 
keep  Iran's  resource  revenues  at  a 
high  level  long  after  its  oil  production 
begins  to  decline. 


Business 

Getting  Inn  On  A  Good  Thing 

Now,  if  you  get  a  flat  outside 
Charlottesville,  Va.  or  are  lost  some- 
where around  Fort  Wayne,  Ind.,  you 
can  call  Holiday  Inns— CB  Channel  1 
—for  help.  The  motel  chain  is  testing 
citizen  band  radios  at  selected  cities 
across  the  country,  planning  to  install 
a  permanent  network  later  this  year. 
The  service,  Hohday  Inns  says,  will 
enable  it  to  respond  quickly  to  mo- 
torists' requests  for  emergency  aid, 
weather  and  road  information.  And 
although  the  chain  can't  actively  so- 
licit them,  you  can  call  CB  Channel 
1  about  reservations,  too. 

Cure  For  Candidates 

Who  spends  how  much  money  to 
elect  whom?  Despite  the  widespread 
belief  that  corporations  hold  the  key 
to  the  big  money  box  for  candidates, 
recent  studies  of  Federal  Election 
Commission  records  have  found  that 
the  medical-dental  lobby  is  the  real 
campaign  kingpin  for  1976.  Physi- 
cians have  spent,  or  have  on  hand  to 
spend,  over  $4.2  million  for  political 
action.  The  300  corporate  political 
aff^airs  cojnmittees  have  half  that 
amount,  %nd  industry  trade  associa- 
tions can  only  muster  three-fourths  of 
the  doctors'  expenditures. 

"Beatlemania"  Revisited 

Hollywood  promoter  Bill  Sargent 
offered  $50  million  to  bring  the  old 
Beatles  together  for  a  single  concert, 
and  NBC  S.Saturday  Night,  sensing 
the  rise  of  a  new  generation  of  Bea- 
tle  lovers,  also  made  an  offer.  But 
there  may  be  no  need  to  bring  the 
boys  back.  Capitol  Records  recently 
re-released  all  of  the  Beatles'  singles 
in  England,  and  all  23  jumped  into 
the  Top   100  on  the  national  charts. 


In  the  U.S.,  Capitol's  release  of  the 
Beatles'  single.  Got  To  Get  You  Into 

My  Life,  is  climbing  the  charts,  and 

_  ,  a   two-record    album,    Rock   V    Roll 

rO reign  Music,  will  be  backed  by  the  largest 
marketing  campaign  in  the  history  of 
the  company.  The  Beatles  may  not 
have  performed  together  since  1970, 
but  the  money  melody  lingers  on. 


Washington 


Mail  It  Dry? 

Last  month  Senators  Charles  Percy 
(Rep.,  111.)  and  George  McGovern 
(Dem.,  S.D.)  asked  the  Senate  to 
expand  the  innovative  "meals-on- 
wheels"  scheme,  which  delivers  hot 
meals  to  the  homebound  elderly.  Mc- 
Govern claims  this  could  permit 
300,000  or  more  homebound  people 
to  stay  out  of  nursing  homes,  an  in- 
dustry that  was  60%  federally  funded 
last  year.  So  far,  so  good.  But,  asked 
the  Senate's  nutrition  committee,  how 
about  those  elderly  who  aren't  well 
enough  to  cook  meals,  yet  live  too  far 
from  a  meals-on-wheels  program? 
One  possible  answer  being  investigat- 
ed is  dehydrated  dinners,  like  those 
used  by  astronauts,  which  would  be 
sent  through  the  mails.  The  catch  is 
that  space  dinners  cost  a  fancy  $3.90 
per  unit  meal.   ■ 


CHANGE  OF  ADDRESS 

if  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q 1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4fl26 


You're  not 
fully  packed  without 
your  "visual  notebook" 

You  probably  never  leave  for  a 
business  trip  without  your  pocket 
calculator  and  tape  recorder. 

How  about  your  pocket 
camera? 

The  new  Rollei  A110  is 
the  snnallest  110  camera  made! 
Fuss-free  automatic  exposure. 

Takes  razor-sharp  pic- 
tures of  that  new  product,  display, 
plant  or  face.  Film  and  processing 
available  everywhere. 

At  your  favorite  camera 
store.  Under  $300. 

Qollei  Alio 

The  FYecision  Pocket  Camera 

Rollei  of  America,  Inc., 
100  Lehigh  Drive,  Fairfield,  N.J.  07006 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


$400,000,000 

< 

United  States  Steel  Corporation 

5%  %  Convertible  Subordinated  Debentures  due  2001 

Convertible  into  Common  Stock  of  the  Corporation  on  or  before  July  1, 2001,  unless  previously 
redeemed,  at  a  conversion  price  of  $62¥4  a  share,  subject  to  adjustment  in  certain  events. 


Interest  payable  January  1  and  July  1 


Price  100%  and  Accrued  Interest 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


MORGAN  STANLEY  cfe  CO. 

Incorporated 

THE  FIRST  BOSTON  CORPORATION  KUHN,  LOEB&  CO.  MERRILL  LYNCH,  PIERCE,  FENNER&SMITH 

Incorporated 


SALOMON  BROTHERS 


SMITH  BARNEY,  HARRIS  UPHAM  &  CO. 

Incorporated 


BACHE  HALSEY  STUART  INC.      BL  YTH  EASTMAN  DILLON  &  CO.      DILLON,  READ  &  CO.  INC. 

Incorporated 


DREXEL  BURNHAM  &  CO. 

Incorporated 


HORN  BLOWER  &  WEEKS  HEMPHILL,  NO  YES 

Incorporated 


E.  F.  BUTTON  &  COMPANY  INC. 

LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO. 

Incorporated 


KIDDER,  PEA  BODY  &  CO. 

Incotporated 


LAZARD  FRERES  &  CO. 


PAINE,  WEBBER,  JACKSON  &  CURTIS 

Incorporated 


REYNOLDS  SECURITIES  INC.    WERTHEIM  &CO.,INC.    WHITE,WELD&  CO.    DEAN  WITTER  &  CO. 

Incorporated  Incorporated 

June  23, 1976. 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy 
any  of  these  Securities.  The  offer  is  made  only  by  the  Prospectus. 


12,000,000  Shares 

American  Telephone  and  Telegraph  Company 

Common  Shares 


Price  $54V8  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

ivith  the  securities  laivs  of  such  State. 


MORGAN  STANLEY  &  CO. 

Incorporated  • 

BACHE  HALSEY  STUART  INC. 


GOLDMAN,  SACHS  &  CO. 


MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH 

Incorporated 

SALOMON  BROTHERS 


BL  YTH  EASTMAN  DILLON  &  CO. 

Incorporated 

DILLON,  READ  &  CO.  INC. 


THE  FIRST  BOSTON  CORPORATION 


DONALDSON,  LUFKIN  &  JENRETTE 

Securities  Corporation 

DREXEL  BURN  HAM  &  CO.  HORN  BLOWER  &  WEEKS  HEMPHILL,  NO  YES 

Incorporated  Incorporated 

E.  F.  BUTTON  &  COMPANY  INC.  KIDDER,  PEABOD  Y  &  CO.  KUHN,  LOEB  &  CO. 

Incorporated 

LAZARD  FRERES  <fe  CO.  LEHMAN  BROTHERS  LOEB,  RHOADES  &  CO. 

Incorporated 

PAINE,  WEBBER,  JACKSON  &  CURTIS  REYNOLDS  SECURITIES  INC. 

Incorporated 

SMITH  BARNEY,  HARRIS  UPHAM  &  CO.    WERTHEIM  &  CO.,  INC.    WHITE,  WELD  &  CO. 

Incorporated  Incorporated 

DEAN  WITTER  &  CO.        BEAR,  STEARNS  &  CO.         SHE  ARSON  HA  YDEN  STONE  INC. 

Incorporated 

June  17, 1976. 
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report  reveals  the  trends 
our  analysts  are  currently 
following  in  the  economy 
and  the  stock  market. 
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are  particularly  attractive 
right  now. 

Yours  free.  Just  mail  the 
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Readers  Say 


Commoner's  Cure 

Sir:  Re  your  stoiy  on  BaiTy  Com- 
moner  ("A  Latter  Day  Wizard  Of 
Oz,"  July  1).  His  suggestion  that  the 
way  to  solve  the  energy  shortage  in 
this  countiy  is  to  tuni  the  U.S.  into  a 
socialist  state  is  like  suggesting  that 
the  best  way  to  cure  a  minor  jock  itch 
is  by  castration. 

— H.  Kent  Craig 
Raleigh,  N.C. 

Sir:  .  .  .  the  article  attacks  Com- 
moner by  innuendo  and  sophistry  but 
nothing  more. 

—Martin  R.  Baach 
Washington,  D.C. 

Sir:  Congratulations  on  your  fac- 
tual comments  covering  Barry  Com- 
moner and  his  Poverty  of  Power. 

-Prof.  Eric  T.B.  Gross 
Rensselaer  Polytechnic  Institute 

Troy,  N.Y. 

Sir:  I  found  your  piece  on  Barry 
Commoner  highly  offensive.  Please 
cancel  my  subscription  forthwith. 

—Felix  Rosenthal 
Annandale,  Va. 

Sir:  I  am  constantly  amazed  at 
the  number  of  your  readers  who 
cancel  their  subscriptions  because  of 
some  damn-fool  thing  you  say  or  do. 
I  can't  wait  to  see  what's  next. 

— F.  William  Scott 
Atlanta,  Ga. 

Considerable  Comment 

Sir:  Since  your  one-line  editorial 
about  me  appeared  in  your  magazine 
(June  1),  I  have  had  more  comments 
from  people  across  the  nation  than  I 
would  expect  to  receive  from  several 
pages  of  copy. 

—John  J.  Riccardo 

Chairman, 

Chrysler  Corp. 

Detroit,  Mich. 

Concorde 

Sir:  Your  editorial,  "Maybe— Just 
Maybe-We  Should  Build  The  SST' 
(June  15)  was  both  cogent  and  to 
the  point.  Concorde  has  shown  the 
way  to  a  second  generation  of  super- 
sonic aircraft  which  perhaps  some- 
day, I  hope,  will  be  part  of  a  multi- 
ple French,  British  and  American 
venture. 

—Jacques  Kosciusko-Morizet 

French  Ambassador  to  the  U.S. 

Washington,  D.C. 

Sir:  We  took  quite  a  few  lumps  in 
1970  .saying  just  what  you  now  say. 
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How    fortunate    Oi-ville    and    Wilbur 

were  to  have  preceded  the  "enviros"! 

—Brooke  E.  Allen 

Major  General,  USAF  (Ret.) 

National  Aeronautic  Assn. 

Washington,  D.C. 

Sir:  To  justify  another  abomina- 
tion because  we  already  have  military 
SSTs  is  like  saying  two  wrongs  make 
a  right. 

—Frederic  L.  Salinger 
Seattle,  Wash. 

Concerned  About  Environment 

Sir:  I  am  deeply  disturbed  by  the 
implication  that  I  have  no  great  con- 
cern for  Dow's  effect  on  the  environ- 
ment (Jwie  1).  Our  stated  policy  is 
that  in  any  part  of  the  world  in  which 
we  have  facilities,  we  will  adhere  to 
either  our  own  standards  or  the  local 
government  standards,  whichever  are 
tougher.  I  helped  formulate  that  pol- 
icy and  have  also  been  instrumental 
in  helping  make  it  work. 

— ZOLTAN  MeRSZEI 

President, 

Dow  Chemical  Co. 

Midland,  Mich. 

Take  Off  Price  Controls 

Sir:  You  suggest  that  using  more 
imported  oil  preserves  our  energy  re- 
sources (Fact  6-  Comment,  June  15). 
Do  you  really  believe  our  economy 
can  stand  the  balance-of-payments 
pressure  of  unlimited  oil  imports? 
Govennnent  regulation  of  domestic 
energy  prices,  first  of  natural  gas  and 
now  of  all  petroleum,  has  caused  ex- 
cessive demand  for  natural  gas  and 
oil  while  coal  and  other  future  al- 
ternates have  been  uneconomic  to  de- 
velop. I  propose  allowing  our  free 
enterprise  economy  to  work  and  de- 
velop new  energy  resources. 

—E.G.  Campbell 
Millwood,  N.Y. 

Can't  Stop  Spending 

Sir:  Regarding  alternatives  to  anti- 
inflationary  policies,  House  of  Repre- 
sentatives staff  economist  James  Pierce 
says,  "In  1974  we  could  have  had 
either  a  massive  tax  increase  or  higher 
interest  rates."  Why  is  it  so  easy  for 
these  people  not  to  include,  "or  re- 
duced Federal  spending"? 

— D.  Richard  Banks 
Summit,  N.J. 

Deflating  The  Air  Bag 

Sir:  Re  "Don't  Deflate  The  Air  Bag" 
(Other  Comments,  June  15).  To  Gen- 
eial  Motors,  though  it  pioneered  the 
air  bag  and  has  .sold  .some  10,000  as 
optional  equipment,  mandatory  .seat 
belt  usage  is  a  better  way  to  go.  We 
estimate  that  this  would  save  three 
(Continued  on  pofie  84) 
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"Let's  commemorate  the  Bicentennial 

by  understanding  fully  the  benefits 

of  competitive  enterpriser 


This  country  was  built  by  producers — both 
mental  and  physical. 

It  wasn't  by  chance  that  such  producers 
created  and  built  a  nation  in  which  today's 
citizen  enjoys  more  benefits  and  greater 
freedom  than  in  any  other  nation  on  earth. 
The  bedrock  of  our  system  is  competitive 
enterprise,  from  which  come  the  profits  that 
permit  people  in  business  to  help  meet 
society's  needs — both  as  individuals  and  as 
part  of  an  organization. 

Only  from  profits  come  scholarships,  aid  to 
charities  and  hospitals,  and  taxes  that 
support  all  government  activities — 
unemployment  compensation  and  social 
security,  for  example. 

Sound  and  consistent  profitable  growth 
enables  our  own  company  to  do  the  things 
we  feel  a  good  corporate  citizen  should  do. 
I  can  think  of  no  better  way  to  honor  our 
Bicentennial  than  to  really  learn  what  our 
competitive  enterprise  system  is  capable  of 
if  we  will  just  understand  it  and  allow  it 
to  work. 


Adapted  from  remarks  made  by  the  chairman  in 
Pennwalt's  1975  Annual  Report. 


Operating  Record  (000): 


1971 


1972 


1973 


1974 


1975 


First 

Quarter 

1975 


First 

Quarter 

1976 


Net  Sales  $405,507        $441,010  $504,034  $641,002 

Net  Earnings $  13,050        $  16,072  $  20,113  $  26,983 

Per  Share  of  Common  Stock $      1.22        $      1.58  $      2.13  $      2.81 

114  consecutixe  years  of  regular  dividend  payment  on  our  common  stock. 

♦Before  special  credit  of  $1,813,000  or  $.19  per  share. 


$713,736 
$  31,633* 
$   3.25* 


$169,521 
$  5,407* 
$    .56* 


$190,137 
$  8,455 
$    .86 


For  126  years  weVe  been  making  things  people  need-including  profits. 


Our  Modern  Little 
Red  Hen  speaks  out 
for  competitive  enterprise. 
For  her  most  recent 
message,  write 
Director,  Corporate 
Communications. 


S  PEIiJWXLT 

CORPORATION 

Three  Parkway.  Philadelphia.  Pa.  19102 
Chemicals  •  Denial  Products  •  Pharmaceuticals  •  Specialized  Equipmeni 


Air  starters  save  Ryder 
almost  $90,000  a  year." 


■mm- 


"Air  starters  cut  starter  mainte- 
nance by  50%  as  compared  to  our 
tractors  with  electrical  systems" 


3^^:* 


"Air  starters  give  us  an  extra  100 
to  120  pounds  of  payload  on  every 
hauir 


"An  air  starting  system  is  safer,    *' 
simpler,  less  costly  to  maintain 
and  more  reliable— We'll  soon  be 
100%with  air  starters'; 


"We've  cut  downtime  significantly 
by  switching  to  air  starters— we 
can  start  a  diesel  even  if  the 
electrical  system  is  totally  dead'.' 


In  1974,  the  Ryder  Truck  Lines  fleet 
chalked  up  90  million  miles.  The  man  in 
charge  of  keeping  things  moving  keeps 
his  cost-per-vehicle-mile  to  the  fifth  dec- 
imal place.  He's  Horst  P.  Vollmer,  Ryder's 
Vice  President  of  Maintenance— and 
he's  not  given  to  idle  claims  or  "guesti- 
mates'.' 
Take  a  moment  to  check  his  com- 


ments again  —then  check  out  the  startc 
system  that  earned  his  trust.  It'll  be  th 
starter  system  with  the  best  warrant 
in  the  business  (300,000  miles  or  tw( 
years).  The  truck  driver's  sidekick  thcj 
gets  him  going  and  gives  him  more  pay 
load  once  he  is.  The  air  starter  systen 
from  Ingersoll-Rand.  I 


I-R  AIR  STARTERS 


oll-Rand 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


FORBES'  LATEST  POLL  SHOWS  FORD 

Who  will  be  the  next  President? 


the  winner  in  November. 

Ours  is  doubtless  the  least  demographic  (and,  for  that 
matter,  the  least  Democratic)  sampling  ever  reported. 
Frequently,  several  Forbes  editors  lunch  here  with  cor- 
porate top  brass,  and  for  months  we've  polled  the  group 
on  two  questions:  Who  will  be  the  Presidential  nominees? 


The  most  recent  vote  was  5  to  2  that  Ford  would  be 
November's  winner.  Interestingly  enough,  despite  the  fact 
that  at  the  time  the  President  and  Reagan  were  nearly 
dead-heated  in  the  delegate  race,  not  one  CEO  or  Forbes 
editor  thought  Reagan  would  be  the  nominee. 


AND  IF  HE  SHOULD  TURN  OUT  TO  BE, 

Forbes,  too,  will  join  the  Bewildered  who'll  be  seeking  with 
desperate  or  despairing  determination  to  find  the  virtues 
that  so  many  Opposites  think  they've  found  in  Mr.  Carter. 

BRITAIN'S  POUND  IS  OVERPUMMELED 


In  London  recently,  almost  every  day  I  cashed  in  dol- 
lars the  pound  was  worth  a  penny  or  twQ  less. 

Absurd. 

It's  headed  up  a  bit  at  the  moment,  and  I  think  that 
will  continue  to  be  its  direction,  albeit  slowly.  The  ac- 
ceptance by  the  Trades  Union  Congress  of  Prime  Min- 
ister Callaghan's  tough  Labor  government  wage  restraints 
marked  a  major  turning  point.  For  the  countries  of  West- 
ern Europe,  for  the  U.S.,  for  the  Arabs,  for  Japan  and  for 


most  anyone  else  with  means  and  needs,  Britain  is  the 
land  of  bargains  these  days.  In  itself,  of  course,  this  Buy- 
ing British  will  also  play  a  major  part  in  bringing  the 
pound  back  to  reality. 

«       o       o 

.  .  .  You'll  never  guess  who's  supplying  the  London  Mint 
with  the  stainless  steel  now  being  used  in  coining  the 
sterling-less  Coin  of  the  British  Realm— a  major  U.S.  steel- 
er,  Armco,  from  one  of  its  U.S.  plants. 


;  WHO  SAYS  A  CIRCLE  CAN'T  BE  SQUARED? 

Unsupportably    expensive    retirement    provisions    have      York's  regularly  desperate  financing. 


contributed  mightily  to  the  virtual  bankmptcy  of  New 
York  City  and  push  other  cities  and  some  states  ever 
nearer  to  the  brink. 

And  what's  now  playing  the  major  part  in  keeping  New 
York  afloat?  The  monies  from  these  superexpensive  retire- 
ment   plans   are   the   principal   source   for   meeting    New 


Pretty  rapidly,  the  biggest  stake  in  the  city's  solvency 
is  coming  to  be  that  of  its  employees  and  retirees.  Their 
concern  with  a  balanced  budget  and  frugality  grows  with 
every  city  obligation  added  to  their  pension  "costs." 

In  a  word,  the  problem  is  also— for  the  moment— the 
solution. 


SCANDALOUS  SEX  BY  CONGRESSMEN 

unfortunately  doesn't  come  close  to  matching  their  scan-  Public   citizens   are   equally  entitled   to  private   lives- 

dalous  fiscal  conduct.  if  they  don't  put  'em  on  the  public  payroll. 
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THE  BUSIEST  PEOPLE  IN  AMERICA 

have  to  be  garbagemen  in  Washington. 


SAN  SIMEON-MORE  A  REMINDER  THAN  MEMORIAI 


San  Simeon,  a  fantastic  fantasy  wrought  over  a  30- 
\'ear  span  atop  an  arid  California  coastal  mountain  by 
William  Randolph  Hearst,  was  fabled  when  its  creator 
and  it  were  alive.  Now  designated  a  state  historical  monu- 
ment, it's  been  visited  by  nearly  7  million  people  taking 
one  or  more  of  the  three  tours  required  to  see  it  all. 
Named  La  Cucsta  Encantada  (The  Enchanted  Hill),  this 
incredible  castle  is  the  apex  of  a  240,000-acre  ranch 
acquired  by  Mr.  Hearst's  gold-and-silver-mine-rich  father. 
It's  the  nearest  American  equivalent  to  the  Neuschwan- 
stein  of  Bavaria's  King  Ludwig  II,  another  pre-Disneyland 
fantasy  realized. 

Seeing  San  Simeon  recently  for  the  first  time,  I  could 

only  marvel  at  this 
enormous  meshing  with 
mortar  of  huge  pieces 
of  old  citadels,  monas- 
teries, temples  and  pal- 
aces of  a  dozen  totally 
varied  cultures  and  cen- 
turies. While  the  Mor- 
gans and  the  Mellons 
scoured  Europe,  scoop- 
ing up  great  canvases 
of    art,    Hearst    hauled 


Neuschwanstein 


home  bricks,  stones, 
marble,  bronze,  ala- 
baster, iron,  banners, 
belfries  and  choir  stalls, 
and  lavishly, '  lovingly 
pieced  them  together  on 
his  mountain  top. 

He  filled  his  creation 
with  dozens  and  doz- 
ens of  the  heroes  and 
heroines  of  the  Holly- 
wood Twenties,  famed  San  Simeon 
syndicated  Hearst  columnists,  the  Big  Names  of  politics 
and  business,  bedding  them  down  in  king-sized  sacks  (of 
the  likes  of  Cardinal  Richelieu)  after  they  had  danced  to 
the  tune  of  the  most  powerful  and  unique  press  lord  the 
United  States  has  ever  known. 

San  Simeon  was  given  to  the  state  to  be  preserved  as 
a  memorial  to  Mr.  Hearst.  But  it's  far  more  than  that. 

This  vast  pile  of  the  artifacts  of  pomp  and  circumstance 
once  owned  by  the  long-gone  Great  of  other  centuries  and 
cultures,  painstakingly  pasted  together  by  a  rich  and  pow- 
erful man,  now  too  gone,  is  a  poignant  reminder  of  the 
fleetingness  of  fame  and  fortune,  a  dramatic  reminder  of 
how  momentary  is  one's  possession  of  body  and  things. 


WHY  DO  WE  HOLD  ELECTIONS  ON  TUESDAY? 

Almost  all  of  the  rest  of  the  world— and  Texas— hold  elec- 
tions on  Saturdays  when  most  everybody's  home  and  it's  far 
easier  to  vote  for,  even  work  for,  favorite  candidates.  Is  there 
any  good  reason  not  to  change  Election   Day  to  Saturday? 

ONE  ARRESTING  AD,  ONE  REPELLING 


Public  Iransportation 
that  runs  more  on  ingenuity 
than  gas. 


Last  year  Atlantic  Richfield  invited  ideas  for  moving 
cars  and  other  transportation  by  energy  from  sources  other 
than  gasoline.  The  remembrance  of  our  harrowing  shortage 
was  still  fresh,  and  30,000  suggestions  poured  in.  This  and 
other  ads  displayed  a  few.  Whether  a  grain  of  wheat,  or 
even  two,  was  winnowed  from  all  the  chaff  I  don't  know. 

But  I  do  know  ARCO  did  an  innovative,  worthwhile 
thing,  and  its  image  as  a  conscientious  corporate  citizen 
conscious  of  its  country's  most  pressing  problem  came 
through  loud  and  clear. 

Now  look  at  the  ugliness  of  the  Emery  ad\erti.sement— 
those  lips  look  like  a  pothole  or  a  mine  shaft  or  anything 
but  an  attractive  picture  of  what  they're  supposed  to  be. 


Emery  latvDtin  derivative 
imparts  sheen  and  creaminau  to 
Ipsticka  and  potters.... 
and  toeps  Itwm  Iher*. 


Ei'iERY 


DEFINITION  OF  NICE  PEOPLE 

People  who  are  nice  to  us. 


DEFINITION  OF  PATOIS 

French— as  spoken  by  someone  else. 
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-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  hij  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Pricing  Guidelines 

You're  gouging  on  your  prices  if 

You  charge  more  than  the  rest. 

But  it's  unfair  competition 

If  you  think  you  can  charge  less. 

A  second  point  that  we  would  make 

To  help  avoid  confusion: 

Don't  try  to  charge  the  same  amount 

That  would  be  collusion! 

You  must  compete.  But  not  too  much. 

For  if  you  do,  you  see. 

Then  the  market  would  be  yours— 

And  that's  monopoly! 

— R.W.  Grant,  Tom  Smith  and  His 
Incredible  Bread  Machine. 

From  Scandal,  Change 

Cynics  will  not  be  surprised  to  learn 
one  of  Congress'  reactions  to  the  rash 
of  political  scandals.  It  has  passed  a 
law  reducing  the  statute  of  limitations 
on  illegal  contributions  from  five  years 
to    three.  —Fortune. 

Capitol  Sex 

In  Washington,  anyone  who  shows 
more  interest  in  the  libido  than  in  the 
ego  is  regarded  as  distinctly  odd. 

With  very  few  exceptions,  the  more 
famous  sexual  adventurers  I  saw  in 
Washington  seemed  to  be  trying  to 
gratify    their    physical    appetites    as 


cheaply  as  possible  in  order  to  hus- 
band their  erotic  energies  for  their 
own  egos.  ...  If  it's  fleshpot  you're 
looking  for,  you'll  have  more  fun  in 
Jersey  City  than  among  the  dazzlers 
of  the  Potomac. 

—Russell  Baker,  Neto  York  Times. 

Right  of  Privacy 
Vs.  Press  Freedom 

.  .  .  The  court  took  the  view  that 
talking  freely  to  a  member  of  the  press 
is  not  necessarily  the  equivalent  of 
making  the  information  public.  If  pub- 
licity results  from  the  interview,  then 
it  can  properly  be  said  that  the  indi- 
vidual consented.  But,  if  consent  is 
withdrawn  before  publication  (at 
least  when  there  is  time  available  to 
make  changes),  then  the  information 
has  been  made  public  against  the 
person's  wishes.  .  .  . 

The  ninth  circuit  court  of  appeals 
disagreed.  The  First  Amendment,  said 
the  three  judges,  does  not  require 
that  people  be  free  to  pry  into  the 
non-newsworthy  private  affairs  of 
their  fellow  men.  "In  other  words, 
there  are  some  limits  on  the  public's 
right  to  know."  Specifically,  embar- 
rassing private  facts  cannot  be  dis- 
closed publicly  without  consent.  There 


is  no  constitutional  right,  according  to 
this  court,  for  the  press  to  inquire  and 
to  inform  beyond  the  point  where 
the  information  truly  is  newsworthy. 

The  opinion  states  that  the  line  is 
to  be  drawn  when  the  publicity  ceases 
to  be  the  giving  of  information  to 
which  the  public  is  entitled,  and  be- 
comes instead  a  morbid  and  sensa- 
tional prying  into  private  lives  about 
which  a  reasonable  member  of  the 
public  with  decent  standards  would 
say  that  he  had  no  concern. 

This  is  true,  according  to  the  court, 
even  though  the  article  deals  with  an 
individual  who  engages  in  activities 
in  which  the  public  does  have  a  gen- 
eral interest.  That  fact  does  not  make 
every  aspect  of  the  subject's  life  a 
proper  matter  for  public  disclosure, 
—by  Sidney  A.  Diamond, 
in  Advertising  Age. 

Brits'  '76  Salute 

Playwright  John  Osborne,  Britain's 
original  angiy  young  man,  and  actress 
wife  Jill  Bennett  set  off  to  test  the 
waters  in  Manhattan  and  Hollywood: 
"The  place  has  no  background,"  Jill 
shrilled.  Ragged  Osborne,  Americans 
"are  so  idiotic  that  it  almost  makes 
you  hope  that,  if  there  is  a  war,  the 
Russians  will  win."  -People. 


CAN  GERALD  FORD  AVOID  POLITICAL  EXTINCTION? 

by  M.S.  Forbes  Jr. 


Not  since  Harry  Truman  in 
1948  has  an  incumbent  President^ 
who  wants  to  keep  the  job  been 
in  such  political  jeopardy  as  Ford 
is  today.  Like  Truman,  Ford  is 
running  far  behind  the  other  par- 
ty's candidate  in  the  polls.  At  this 
point  in  1948,  Truman  was  behind 
Dewey  52%  to  37%.  Today  Ford 
trails  Carter  53%  to  39%.  Unlike 
Truman,  even  Ford's  nomination 
isn't  assured. 

Despite  the  long  odds,  though, 
the  ajiswer  is  yes;  Gerald  Ford  can 
win  his  own  term  as  President. 

Assuming  he  edges  out  Reagan 
in  Kansas  City,  Ford's  most  im- 
mediate task  is  choosing  a  vice 
presidential  running  mate.  He 
should  not  pick  Reagan  or  John 
Connally.  With  Garter  the  Demo- 
cratic .nominee.  Ford's  election 
chances  will  depend  not  on  the 
South  and  the  border  states,  but 
on  areas  where  Republican  presi- 
dential hopes  always  rested  before 
the  days  of  Richard  Nixon:  in  large 
swing     states— Illinois,     Michigan, 


Ohio,  Pennsylvania,  California, 
New  Jersey— and  such  medium- 
sized  states  as  Wisconsin,  Indiana 
and  Minnesota. 

In  these  crucial  areas,  Reagan 
and  Connally  would  be  anathema 
to  most  non-Republicans,  a  group- 
ing that  these  days  includes  about 
80%  of  the  electorate.  To  the  argu- 
ment that  the  diehard  Reaganites 
should  be  appeased  by  the  con- 
solation of  an  ultraright  running 
mate  for  Ford,  there  is  only  one 
response— is  such  a  gesture  worth 
losing  the  general  election? 

Who  should  Ford  pick?  Richard- 
son, Rumsfeld,  Taft  and  several 
others  wouldn't  hurt  the  President 
where  it  counts,  and  they  might 
conceivably  help.  But  whomever 
he  picks.  Ford  should  do  so  with 
the  realization  that  no  matter  what 
he  does,  the  South  is  lost. 

In  the  campaign,  the  President 
should  play  his  only  ace,  his  record 
in  office.  The  economy  is  moving 
up,  inflation  has  abated,  employ- 
ment is  improving  and  the  U.S.  is 


involved  in  no  wars.  What  more 
can  most  voters,  except  those  ap- 
parently of  the  far  right,  ask? 

As  for  Carter,  the  President 
should  merely  observe  that  he  can- 
not discuss  his  opponent  since  nei- 
ther he  nor  anyone  else  really 
knows  what  the  man  stands  for. 

If,  under  pressure.  Carter  gets 
specific,  he  risks  losing  some  of  his 
broad  support.  If  he  sticks  to  pious 
generalities,  he  could  eventually 
turn  off  voters  the  wa^'  that  Dewey 
did  in  1948. 

By  Election  Day,  it  should  be 
obvious  to  all  that  the  economy  has 
improved  substantially  and  is  get- 
ting better.  Under  that  circum- 
stance, there  is  a  fair  chance  that 
more  voters  than  not  will  prefer  to 
stick  with  a  known,  and  decent, 
quantity  rather  than  opting  for  the 
unknown. 

Of  course,  if  the  Republican 
Convention  dumps  Ford  for  Rea- 
gan, then  the  GOP  will  get— and 
deserve— a  thrashing  at  the  polls 
this  November. 
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\bu  should  demand  as  much 

from  an  airline  as  any  other 

company  you  do  business  with 


Y^ou  wouldn't  put  up  with 
service  from  your  suppliers 
that's  below  par.  Well,  an  air- 
line is  also  a  supplier.  You 
shouldn't  have  to  settle.  Com- 
promise. Or  excuse.  And  that 
means  your  demanding  the 
same  kind  of  performance  on 
your  business  flight  that  you 
expect  during  the  rest  of  your 
business  day.  Well,  to  Swissair  a 
ticket  is  a  contract.  And  we 
have  to  keep  our  side  of  the 
bargain.  Getting  the  business 
traveller  where  he's  going  in 
the  style  he's  paid  for. 

A  first  class  first  class. 

Unlike  many  other  airlines, 
Swissair  will  not  schedule  an 
all-economy  flight.  No  matter 
where  in  the  world  we're  flying 
(at  last  count  it  was  87  cities  in 
63  countries)  we  provide  first 
class  service.  And  typifying 
Swissair's  first  class  service  is 
our  mattre  de  cabin.  More  a 
maitre  d'hotel  than  an  ordinary 
steward,  he  carries  on  the  leg- 
endary Swiss  tradition  of 
service.  Checking  to  make  sure 
your  wine  is  served  in  the  cor- 
rect glass.  That  the  lobster  hors 
d'oeuvres  are  properly  gar- 
nished. And  making  sure  that 
you're  attended  to  when  you 
want  attention,  and  left  alone 
when  you  want  to  be  left  alone. 

Economy  isn't  second  class. 

Just  because  you're  sitting  in 
the  back  of  the  plane,  you  won't 
get  the  back  of  our  hand.  While 
some  airlines  might  economize 
in  economy  with  plastic  plates 
and  miniature  utensils,  Swissair 
serves  you  with  china  and  full- 
sized  knives,  forks  and  spoons. 


We  help  you  do  a  better  job. 

The  business  traveller  should 
expect  his  airline  to  help  him 
go  about  his  business.  So  we  at 
Swissair  will  arrange  for  limou- 
sines, conference  rooms,  even 
secretaries  and  translators,  any- 
where in  the  world  we  fly. 

Ufe*re  businessmen,  too. 

The  business  traveller  made 
Swissair  into  a  better  airline. 
So  expect  a  lot  of  us,  because 
the  people  who  run  our  airline 


are  also  demanding  business- 
men. Swiss  businessmen. 

For  reservations  and  infor- 
mation about  Swissair's  daily 
wide-body  flights  from  New 
York,  Boston  and  Chicago,  plus 
DC- 10  service  from  Montreal 
and  Toronto,  see  your  TRAVEL 
AGENT,  corporate  travel  con- 
sultant or  local  Swissair  office. 


We  take  on  the  world's 
most  demanding  business  travellers. 
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Vantastic! 

Don't  laugh^ 
your  daughter  may 
be  inside  one 
of  those  fancy  vans. 

By  WILLIAM  REDDIG 

Here  they  come  down  Interstate 
70  out  of  St.  Louis  on  a  Saturday 
morning,  five— no,  25— plumber's  vans 
in  a  row.  Only  these  have  names 
painted  on  their  sides  like  Devil  May 
Care,  Little  Stud  and  Rocky  Racoon. 
Above  the  wheel  flares  and  side 
pipes,  behind  the  portholes  where 
the  plumber's  sign  used  to  be,  are 
murals— the  Grand  Canyon,  Manhat- 
tan skyline.  Inside  are  swivel  seats, 
rugs,  fridge,  stereo,  citizen  band  ra- 
dio—and Lord  knows  what  going  on. 

It's  a  madness  called  vanmania, 
and  it's  sweeping  the  country.  It 
started  about  ten  years  ago  in  Cali- 
fornia when  surfers  began  using  cargo 
vans  as  luxury  campers.  Scaled  down 
to  the  more  familiar  and  less  costly 
delivery  vans,  the  fad  has  spanned 
across  the  country  to  Manhattan  and 
is  now  inching  up  into  prim  New  En- 
gland. No  one  knows  whether  it  will 
collapse  like  the  dune  buggy  craze, 
but  right  now  a  lot  of  dollars  and  en- 
thusiasm are  betting  it  won't. 

The  craze  first  caught  hold  of  guys, 
like  Michael  Hogan,  27,  a  supervisor 
for  New  Jersey  Bell,  who  decided 
he'd  switch  from  a  customized  pick- 
up to  a  van.  He  bought  a  used  Chevy 
van  for  $2,000  and  put  another 
S3,000  in  it  for  a  refrigerator,  custom 
wheels,  new  engine  and  other  addi- 
tions, until  the  van  was  an  e.xpression 
of  his  personality.  "I  can  do  anything 
I  want  in  it,"  he  says,  "camp,  haul 
things,    go   to   work,    have   a   party." 

Hundreds  of  van  clubs  grew  up  to 
share  the  fun  and,  occasionally,  fi- 
nance the  conversions.  Hogan  is  presi- 
dent of  one.  Central  Jersey  Trucking 
Ltd.,  and  the  members  ride  weekends 
to  van-ins  and  van  rallies,  even  jam- 
ins  where  the  trick  is  to  get  the  most 
people  in  a  van's  280  cubic  feet. 

With  the  van  clubs  came  custom- 
izers  that  could  put  a  professional 
touch  into  the  vans.  There  are  now 
more  than  2,000  customizers  around 
the  country,  and  the  larger  ones,  like 
Leisure  &  Recreational  Products  in 
Lake  Geneva,  Wis.,  will  outfit  2,500 


vans  direct  from  the  factory  this  year 
and  gross  nearly  $30  million.  LRP 
wasn't  even  in  business  four  years  ago. 

"We're  the  ones  showing  Detroit 
which  way  to  go,"  says  LRP  Chair- 
man Lee  Bender,  49,  whose  son  Ron, 
25,  got  LRP  started  with  one  con- 
verted van  he  sold  through  a  Chicago 
area  Dodge  dealer. 

Bender  is  right  on  one  score:  The 
van  craze  is  the  way  Detroit  is  going 
right  now.  In  1970  the  Big  Three 
sold  only  about  100,000  vans,  most 
of  them  for  commercial  use.  This  year 
they  expect  to  sell  520,000,  with  less 
than  13%  going  to  businessmen.  Vans 
already  make  up  more  than  18%  of 
the  total  truck  market.  They  are 
booming  truck  sales  at  a  30%  rate 
compared  with  20%  for  automobiles. 
Next  year's  van  goal:  700,000. 

"We  find  that  about  56%  of  our 
car  trade-ins  are  now  for  trucks  like 
this,"  says  Robert  H.  Kline,  Dodge 
truck  manager.  Chrysler  has  opened 


a  new  $44-million  plant  in  Windsor, 
Ontario  just  for  van  production.  Ford 
has  plants  in  Avon  Lake  and  Lorain, 
Ohio  producing  vans  and  will  be 
opening  a  new  plant  in  Oakville,  On- 
tario next  spring.  And  General  Mo- 
tors is  pumping  out  vans  for  both  its 
CMC  and  Chevrolet  divisions  at  a 
rate  of  about  600  a  day. 

The  personalized  part  of  it,  how- 
ever, is  a  bit  of  a  problem  for  De- 
troit. CM  lets  customizers  like  LRP 
and  Van  World  in  Arlington,  Tex. 
handle  its  conversions.  At  LRP,  a 
shapely  17-year-old  blonde  "produc- 
tion line  worker"  spray-paints  murals 
while  rock  music  blares  in  the  back- 
ground. A  large  plant  production 
line  couldn't  match  the  varied 
colors  and  van  parts  asked  of  a  cus- 
tomizer  like  LRP. 

Ford  itself  is  trying  a  customized 
model.  Dodge  has  a  new  Street  Van 
that  includes  high-back  bucket  seats 
and  carpeting,  but  for  the  final  work 


In  an  age  almost  overpowered  by  standardization,  vans  appeal  to  America's 
vestigial  individualism.  With  a  van,  you,  not  the  factory  choose  the  decoration. 
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dealers  either  send  out  to  local  spe- 
cialists or  sell  kits,  starting  at  $39, 
that  show  the  owner  how  to  finish 
the  van  according  to  his  tastes.  They 
also  make  him  a  member  of  a  nation- 
al club  called  the  Van  Clan. 

Despite  its  fad  quality,  vanmania 
makes  some  dollar  sense.  A  compact 
station  wagon  runs  about  $5,500  with 
accessories,  while  something  like  the 
Street  Van  goes  for  $4,700. 

Of  course,  that's  not  the  whole 
story.  Changes  can  be  made  per- 
sonally for  a  few  dollars,  or  the  buyer 
can  select  a  conversion  running  from 
$1,100  to  $5,000  and  over.  Dealers 
love  the  kits.  They  have  a  lot  more 
margin  to  play  with  because  of  the 
added  accessories.  "Even  with  a  stan- 
dard package,  it's  like  selling  five  cars 
at  once,"  says  Bender. 

For  his  $4,700-plus  the  owner  gets 
a  versatile  vehicle  that  has  twice  the 
inside  room  of  even  the  biggest  sta- 


tion wagon  and  gets  14  miles  to  the 
gallon  in  town.  If  he's  28— and  the 
average  buyer  is— and  lives  in  Man- 
hattan, a  high-insurance  area,  he  can 
probably  buy  his  insurance  for  $661, 
compared  with  $1,005  for  a  station 
wagon.  The  best  advantage,  the  kids 
have  found,  is  that,  with  an  icebox 
inside,  a  van  can  be  licensed  as  a 
recreational  vehicle  and  banks  will 
finance  them  out  to  five  years.  "Rath- 
er than  paying  $200  a  month,  they've 
got  it  down  to  $120,  and  they  can 
afford  it,"  says  John  Greer,  executive 
vice  president  of  the  North  American 
Van  Association,  one  of  several  na- 
tionwide van  groups  that  have 
blossomed  lately. 

The  country  has  come  a  long  way 
since  the  convertible  was 
the  great  American  sex  sym- 
bol. Now  the  van— some- 
times dubbed  "sin  bin"— is. 
William   P.    Benton,    general 


manager  of  Ford's  Ford  Motor  divi- 
sion, recently  rolled  up  in  his  Thun- 
derbird  behind  a  fancy  van  outside 
Los  Angeles  and  looked  at  a  bumper 
sticker  that  read,  "Don't  laugh,  your 
daughter  may  be  inside." 

"That  didn't  bother  me,"  says  Ben- 
ton. "1  think  we've  just  scratched  the 
surface  with  this  kind  of  a  vehicle." 
Ford  is  showing  its  confidence  in  the 
van  by  offering  a  second  customized 
fnodel  and  planning  a  kit  to  convert 
its  Pinto  station  wagon  into  a  cus- 
tomized minivan. 

The  rumors  are  already  strong  in 
van  land  that  Detroit  plans  to  phase 
out  its  largest  station  wagons  with 
the  1978  model  year  in  hopes  the 
van    will   more   than   fill   the   gap.   ■ 


For  sex,  a  van,  which  is  usually  equipped  with  a  bed,  easily  beats  a 
car  seat.  But  you  can  use  a  van  equally  well  to  transport  the 
family,  display  your  taste  in  art  or  meet  your  friends  at  a  van-in. 
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The  Bottomless  Pork  Barrel? 


Congress  wants  to  save  the  taxpayers'  money-and  spend  the 
taxpayers'  money.  How  do  you  do  both?  Ah,  there  is  a  way! 


By  PAUL  BLUSTEIN 

Remembeh  the  Congressional  Budget 
Act?  Passed  in  1974,  this  law  was 
designed  to  put  a  lid  on  the  aggregate 
amount  of  money  Congress  appro- 
priated each  year.  Conservatives 
breathed  a  sigh  of  relief  that  deficit- 
spending  was  finally  getting  under 
control.  Liberals  self-importantly  be- 
gan scrutinizing  the  macroeconomic 
effects  of  various  fiscal  combinations. 

But  like  most  laws,  the  Budget  Act 
has  loopholes.  Now,  says  one  con- 
gressional budget  staffer,  "The  name 
of  the  game  is  to  get  off  the  budget." 
The  chief  method:  guaranteeing  all 
or  part  of  loans  that  further  some 
"national  goal"— like  employment  or 
solar  energy  development  or  insula- 
tion of  buildings.  "There  are  all  kinds 
of  wild  proposals  coming  up  that  use 
loan  guarantees,"  says  the  staffer. 

Federal  loan  guarantees,  of  course, 
are  nothing  new.  Among  others,  since 
the  1930s  the  Federal  Housing  Ad- 
ministration has  guaranteed  mort- 
gages and  the  Maritime  Administra- 
tion has  guaranteed  ship  loans.  The 
Small  Business  Administration  has 
been  guaranteeing  loans  to  .small-  and 
medium-sized  companies  since  the 
Fifties,  and  the  Economic  Develop- 
ment Administration  started  putting 
Uncle  Sam's  credit  behind  loans  to 
economically  troubled  areas  in  1965. 

For  politicians  caught  between 
the  need  to  point  with  pride  to  how 
they  save  money  for  their  constituents  ' 
and  how  they  get  money  for  their 
constituents,  loan  guarantees  are  look- 
ing like  an  increasingly  attractive  way 
out.  After  all,  the  taxpayer  loses  mon- 
ey only  if  the  guaranteed  project  fails. 
So  the  legislators  set  up  a  little  loan 
loss  reserve— usually  from  10%  to  20% 
of  the  total  loan  guarantee  authoriza- 
tion—and leverage  off  those  dollars, 
channeling  billions  to  favored  com- 
panies and  individuals. 

Both  ^le  SBA  and  EDA  programs 
have  been  expanded  in  the  last  cou- 
ple of  \ears.  But  more  important,  the 
number  of  new  loan  guarantee  pro- 
grams is  mushrooming.  The  Business 
&  Industrial  Loan  Division  of  the 
Farmers'  Home  Administration  got  a 
$200-milli(2n  program  rolling  in  1974; 
it  offers  loan  guarantees  to  anyone- 
including,  theoretically.  General  Mo- 
tors—who sets  up  a  plant  in  a  rural 
area.  The  Federal  Energy  Administra- 
tion was  recently  authorized  to  guar- 
antee S750  million  of  loans  to  small 


coal  companies.   Most  new  programs 
guarantee  up  to  90%  of  the  loans. 

These  recently  enacted  programs 
are  nothing  compared  to  what  the 
politicians  have  up  their  sleeves.  The 
biggest  new  area  for  loan  guarantee 
proposals  is  energy,  with  the  Ener- 
gy Research  &  Development  Adminis- 
tration receiving  the  most.  ERDA  ex- 
pects to  guarantee  $200  million  for 
geothermal  energy  development  this 
year,  and  the  Ford  Administration  has 
proposed  that  it  guarantee  up  to  $4 
billion  in  loans  primarily  for  synthetic 
fuel  development.  Senator  Edward 
Kennedy  has  proposed  $4  billion  in 
guarantees  for  promoting  energy-sav- 
ing  technologies.    And   Senator   John 


"The  name  of  the 

game  Is  to  get 
off  the  budget." 


Tunney  proposed  a  bill  that  would 
authorize  another  couple  of  hundred 
million  in  guarantees  for  developing 
a  "car  of  the  future." 

Loan  guarantees  are  not  the  only 
method  of  off-budget  financing.  Sen- 
ators Hubert  Humphrey,  Jacob  Javits 
and  Charles  Mathias  have  introduced 
legislation  to  set  up  a  $10-billion  Na- 
tional Technology  Development  Cor- 
poration to  make  investments  in  so- 
cially beneficial  technologies— what- 
ever that  means.  Representative 
Thomas  Downey  has  proposed  similar 
legislation  in  the  House.  "One  of  the 
beauties  of  this  bill,"  bubbles  Robin 
Weiss,  a  Downey  aide,  "is  that  you 
don't  have  to  go  through  the  budget 
every  year." 

The  federal  budget-watchers,  both 
in  the  Office  of  Management  &  Budget 
and  Congress'  new  budget  office,  are 
becoming  concerned  about  loan  guar- 
antees and  other  back-door  financ- 
ing techniques.  "This  thing  is  starting 
to  run  out  of  control,"  worries  Ru- 
dolph Penner,  assistant  director  for 
economic  policy  at  OMB.  "There  is  a 
tendency  to  think  that  if  these  pro- 
grams don't  show  up  in  the  budget 
they're  not  costly.  But  the  real  costs 
of  the  programs  are  that  they  re- 
direct credit  from  general  borrowers 
to  an  activity  the  government  favors." 

Penner  met  informally  with  a  group 
of  budget  experts  last  month,  under 
the  sponsorship  of  a  .special  task  force 


of  the  House  Budget  Committee,  to 
discuss  ways  of  reining  in  off-budget 
financing.  The  committee  hopes  to 
hold  hearings  on  the  subject  soon,  and 
staffers  plan  to  use  a  special  section 
of  the  Budget  Act  to  impose  some 
overall  control  over  loan  guarantees 
and  other  such  financial  sleights-of- 
hand.  But  Congressmen  may  not 
take  kindly  to  having  their  newest 
gimmick  curtailed.  "A  Capitol  Hill  col- 
league of  mine,"  says  a  House  Budget 
Committee  staff  member,  "asked  me, 
'Why  do  you  want  to  take  the  con- 
gressmen's sandbox  away?' " 

Barry  Bosworth,  an  economist  with 
the  Brookings  Institution,  argues  that 
loan  guarantees  should  be  used  only 
where  there  is  an  "imperfection"  in 
the  financial  market  itself.  He  cites 
the  example  of  the  Federal  Housing 
Administration,  which  guaranteed 
mortgages  during  the  Depression  be- 
cause banks  mistakenly  thought  they 
were  too  risky.  Accordingly,  the  Gov- 
ernment set  up  guarantees  for  mort- 
gages—and charged  a  premium  to  cov- 
er defaults— which  revived  housing 
and  drew  in  private  capital. 

But  there  is  a  big  distinction,  Bos- 
worth says,  between  FHA— which  is 
really  a  federally-sponsored  loan  in- 
surance program— and  today's  loan 
guarantees.  In  energy,  for  instance, 
the  pitch  is  that  OPEC  makes  alterna- 
tive fuel  development  too  risky. 

Bosworth's  reaction:  Why  deal  with 
that  kind  of  risk  through  loan  guar- 
antees? "The  way  you  change  the  risk 
of  a  project  is  you  reduce  the  risk 
of  the  project,"  he  declares.  For  in- 
stance, the  Government  can  provide 
direct  price  supports  to  ensure  the 
viability  of  a  synthetic  fuel  plant. 
"Loan  guarantees  don't  address  them- 
selves to  the  riskiness  of  a  project- 
only  the  riskiness  to  the  lender,"  Bos- 
worth says. 

In  the  final  analysis,  the  tragedy 
of  excessive  governn.ent  spending  isn't 
the  pain  it  inflicts  upon  the  taxpayer, 
but  the  pain  it  inflicts  on  the  entire 
society:  inflation.  And  that  is  the 
point  about  off-budget  government 
spending;  it  can  be  just  as  inflationary' 
as  any  other  kind.  That  is,  it  com- 
petes for  money  and  credit  with  the 
free  market  and  with  individuals. 

The  real  problem  is  that  the  Ameri- 
can people— businessmen  included— 
want  cheaper  government,  but  they 
also  want  government  help.  Hence 
the  politicians'  attempts  to  have  it 
both  ways.   ■ 
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Bum  Steer? 

All  that  sizzles 

these  days  Is 

not  necessarily  steak. 

When  you  order  steak  in  a  restau- 
rant nowadays,  there  is  an  80%  chance 
that  you're  not  getting  what  you 
think  you  are,  according  to  Bill 
Bettcher  of  Bettcher  Industries.  Most 
bargain-priced  steaks— and  many  not 
so  bargain-priced— are  actually  meat 
that  would  normally  go  into  ham- 
burger, "manufactured"  into  the  shape 
and  consistency  of  the  genuine  article. 
It's  called  "reconstituted"  or  "fabri- 
cated" meat  in  the  trade.  It's  called 
"steak"  in  thousands  and  thousands 
of  restaurants. 

These  steaks  are  made  from  rough 
beef,  cuts  and  grades  otherwise  too 
tough  for  anything  other  than  ham- 
burger. Under  the  most  common  pro- 
cess, the  chunks  of  meat  and  trim- 
mings are  deboned  and  the  place 
where  the  bone  was  is  filled  with 
other  scraps.  The  whole  thing  is  then 
tenderized  by  a  needle  process  that 
breaks  the  fibers.  It  is  then  molded 
under  pressure  into  a  big  chunk  of 
meat— called  a  "log"— and  frozen. 
Slice  a  chunk  off  the  "log"  and  you 
have  what  looks  and  cooks  like  a 
New  York  strip  steak.  Actually  it's 
hamburger  in  disguise. 

What  does  the  fabricated  steak 
taste    like    and    smell   like?    Not    like 
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When  a  shell  steak  (A)  and  a  re- 
constituted steak  (B)  were  cooked 
in  FORBES'  kitchen,  some  tasters 
were  fooled.  Would  you  be? 

round  or  chuck,  but  then,  sirloin 
doesn't  either.  An  impromptu  Forbes 
taste  panel  had  some  difficulty  dis- 
tinguishing between  a  genuine  steak 
and  the  fabricated  one  {see  box).  It's 
not  surprising,  therefore,  that  restau- 
rants have  little  difficulty  pass- 
ing off  the  "reconstituted"  steak 
meat  for  the  real  thing. 

Fabricated  steak  is  a  touchy     i 
subject      among     restaurateurs.      \ 
Their    preferred    euphemism    is 
"portion  control"— the  processed 
steak  doesn't  require  expensive 
trimming  and  it's  of  uniform  size.  It 
may  be  against  local  laws  to  call  it  sir- 
loin or  New  York  strip  or  T-bone,  but 
it's  perfectly   legal  to   label   it  "beef 
steak"  or  "New  York  cut." 

Aside  from  "portion  control,"  the 
obvious  appeal  is  economy.  George 
Pilgrim,    marketing    manager    of    Ur- 


Taste  Test 


Forbes  recently  taste-tested  top-qual- 
ity shell  steak  t;5'.  fabricated  steak. 
Bettcher  Industries  supplied  us  with 
a  steak  made  from  tenderized  "recon- 
stituted" skirt  meat.  It  was  cut  from 
the  tough  forequarters  of  a  steer- 
meat  so  tough  it  usually  is  used  for 
hamburger.  We  took  it  to  Greenwich 
Village's  Jefferson  Market,  one  of 
Manhattan's  finest  purveyors  of  qual- 
ity meat,  and  asked  them  to  give  us 
a  steak  of  the  same  size  and  shape. 

Back  at  Forbes'  kitchen,  the  two 
steaks  were  grilled  without  any  sea- 
soning. Nineteen  Forbes  employees, 
picked  at  random,  were  asked  to  com- 
pare bite-sized  pieces  of  each  steak, 
without   knowing   which   was   which. 

The  surprising  result:  Only  ten  of 
the  19  preferred  the  genuine  article. 
As  the  Romans  used  to  say,  Dc 
gustihus  non  dis-putandum  est. 

But  the  talented  butcher  at  Jeffer- 
son Market  wasn't  fooled.  Shown  the 
uncooked  reconstituted  steak,  he  said: 
"That's  not  steak,  it's  hamburger."  To 


the  unpracticed  eye,  the  difference  is 
quite  clear  before  the  steak  is  cooked; 
but  once  cooked,  the  two  pieces 
looked  (as  they  tasted)  remarkably 
alike.  Can  it  be  that  we  taste  with 
our  eyes  as  much  as 
with  our  taste  buds? 
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schel  Laboratories  of  Valpariso,  Ind., 
says  that  steaks  produced  by  his  com- 
pany's process  cost  25%  to  30%  less 
than  a  real  steak  with  all  its  bone  and 
waste.  Thus  your  esteemed  host  can 
offer  you  a  cheaper  steak.  Or  he  can 
simply  enhance  his  profit  margins. 

Fast-food  chains  like  Hardee's  and 
Jack-in-the-Box  use  fabricated  meat 
and  so  do  a  growing  number  of  white 
tablecloth  restaurants,  but  most  of  the 
latter,  when  pressed,  either  deny  it 
or  try  to  change  the  subject. 

Say  this  for  the  fabricated  steaks: 
They  are  pure  beef— no  soy  extender 
cereal  added.  They  have  made 
huge  inroads  into  the  restaurant 
trade,  and  are  beginning  to 
show  up  in  retail  stores  in  New 
York  and  34  other  states. 


or 
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The  control  center  of  the  Mercedes-  Benz  280  —  the  most  copied  sedan  in  the  world. 


What  does  it  feel  like 
to  drive  the  most  copied  sedan 

in  the  world? 


Eight  of  the  world's  major  automo- 
bile makers  have  either  compared 
their  cars  to  the  Mercedes-Benz  280— 
or  have  actually  tried  to  copy  it.  Your 
first  drive  will  show  you  that  no  one 
has  copied  the  280  at  all. 

When  you  take  the  wheel  of  a  280 
Sedan,  the  automobile  states  its  own 
case.  Listen  to  the  engine.  It's  a  sophis- 
ticated overhead  camshaft  six. 

Press  the  280  into  a  tight  turn.  Fully 
independent  suspension  gives  you  un- 
canny road  adhesion.  And,  because 
every  wheel  has  its  own  separate  sus- 
pension system,  bumps  or  potholes 
can  affect  only  one  wheel. 


It's  a  different  story  with  most  of 
the  imitators.  Their  rear  axles  are  single 
rigid  units.  So  a  jounce  on  one  wheel 
produces  a  bounce  on  its  mate. 

You  get  what  you  pay  for 

Others  have  copied  the  280's  lines  and 
many  of  its  dimensions.  But  few  have 
attempted  to  copy  the  completeness  of 
its  standard  features.  And  none  has 
matched  all  of  its  engineering  features. 
Features  that  give  you  greater  safety, 
comfort  and  performance.  Features 
that  account  for  the  280  Sedan's  price. 


Finally,  consider  this  financial  fact. 
Based  on  the  average  official  used  car 
prices  over  the  past  five  years,  a 
Mercedes-Benz  holds  its  value  better 
than  any  make  of  luxury  car  sold  in 
America.  And  even  among  the 
Mercedes-Benz  models  listed,  the  280 
Sedan's  figures  are  outstanding. 

You  get  what  you  pay  for  in  the 
280:  a  unique  driving  experience  that 
is  the  sum  of  all  the  reasons 
why  the  280  is  the  most  copied 
sedan  in  the  world. 

Mercedes'Benz 

Engineered  like  no  other  car 
in  the  world. 


nee  tnat 

(X) 


The  280  Sedan.  Rewards  you  may  never  have  experienced  in  an  automobile. 


The  strength  of  Fiberglas  has  helped 

boost  the  pole-vault  record  2ft.10%in.  How  much 

stronger  would  It  make  your  product? 


In  1942,  a  pole-vaulter  soared  15 
feet  7%  inches  with  a  bamboo 
pole.  And  nobody  could  top  his 
record  for  fifteen  years. 

Then,  along  came  poles  made 
with  Fiberglas.*  Lighter.  And  springier. 
They    literally    catapulted    vaulters 
to  amazing  new  heights.  Today's  out- 
door record:  18  feet  6Vi  inches! 

*T  M  Reg  O  -C  F  lor  reinforcements  for  plaslics 


Fiberglas  reinforcement,  added 
to  plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  large-diameter  pipe 
and  motor-home  bodies  benefit  from 
the  same  strength  that  improved 
vaulting  poles.  Other  products  like 
playground  equipment  and  trans- 
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former  covers  are  better  because 
they're  more  moldable,  electricall 
nonconductive,  lighter,  more  durabi 
or  less  expensive. 

Would  a  Fiberglas  materials  syj 
tem  make  your  prcxluct  better?  We'll 
help  you  find  out.  Write:  D.  U.  Met  1 
Owens-Corning   Fiberglas  Coi; 
Fiberglas  Tower,  Toledo,  Ohio  436:)  - 


Owens-Corning  is  Fiberglas 


OWENS/CORNING 

FIBERGLAS 


But  the  steak-eaters  of  America 
haven't  seen  anything,  compared  with 
what's  in  prospect. 

A  new  processing  system  developed 
by  Urschel  Laboratories,  called  Comi- 
trol,  utilizes  even  more  of  the  trim- 
mings. It  flakes  chopped  and  frozen 
meat  into  paper-thin  flakes.  This  flak- 
ing causes  a  natural  protein  in  meat 
(myosin)  to  surface  on  the  flakes.  As 
the  protein  is  sticky,  the  flakes  will 
"glue"  together  when  pressure  is  ap- 
plied and  the  meat  is  put  into  forms. 
This  is  the  ultimate  in  slaughter- 
house alchemy— or,  if  you  prefer, 
processing  magic. 

Meat  produced  by  the  cheaper  Ur- 
schel process  has  yet  to  meet  the  taste 
of  mass  market  acceptance.  Abraham 
Cohen,  president  of  Boston's  State 
Beef  Co.,  says  he  is  still  experimenting 
with  the  Urschel  equipment.  "We  feel 
there  is  a  lot  to  be  desired  in  the  end 
product,"  he  says.  But  that  unfavor- 
able verdict  is  far  from  unanimous. 
For  example.  Standard  Meat  Co.  of 
Fort  Worth,  Tex.  has  been  selling 
meat  made  on  Urschel  machines  for 


seven  months  and  is  supplying  local 
public  schools  with  it.  And  aren't 
Texans  supposed  to  know  something 
about  beef  quality? 

Many  Great  Atlantic  &  Pacific  Tea 
Co.  supeiTnarkets  sell  a  two-pound 
box  of  four  frozen  eight-ounce  Ur- 
schel-process  steaks  on  the  East  Coast 


'1  like  it  better 
than  hamburger  but 
not  as  well  as  steak" 
— a  6-year-old  taster. 


under  the  brand  name  "Steak  To- 
night." The  A&P  steaks  are  clearly  and 
honestly  labeled:  "flaked  and  formed 
meat."  In  one  New  York  City  store, 
the  box  of  four  steaks,  packaged  in 
plastic  like  a  string  of  big  brown  lolli- 
pops, costs  $2.99,  or  about  $1.50  a 
pound.  In  the  same  store,  sirloin  steak 
was  selling  for  $2.09  a  pound  and 
ground  beef  for  95  cents  a  pound- 


so  the  cost  to  the  consumer  is  about 
halfway  between  that  of  hamburger 
and  genuine  steak. 

The  A&P  Urschel-process  Steak  To- 
night, as  taste-tested  by  a  Forbes  ed- 
itor, won't  fool  anybody.  Uncooked, 
it  doesn't  look  at  all  like  steak.  Once 
cooked,  it  does  look  like  steak  but 
tastes  more  like  what  it  is— ground 
beef.  But  the  "flaked  and  fornied" 
A&P  product  does  have  some  things 
going  for  it,  especially  for  barbecuing. 
It  is  juicy,  has  the  taste  and  texture 
of  very  lean  ground  beef;  when  bar- 
becued it  does  not  shrink  as  ordinary 
hamburger  does  and  is  less  likely  to 
crumble  or  stick  to  the  grill.  At  about 
37  cents  for  a  meaty  quarter-pound 
chunk  it  is  convenient  and  tasty,  but 
it  is  not  steak.  (Remarked  a  six-year 
old  boy:  "I  like  it  better  than  ham- 
burger but  not  as  well  as  steak.") 

In  the  end,  the  consumer  himself 
will  have  to  decide  what  kind  of 
"steak"  he  wants.  But  he  ought  to 
be  given  all  the  facts  clearly  marked. 
Otherwise,  the  whole  thing  will  turn 
out  to  be  one  giant  bum  steer.   ■ 


Sticking  Its  \eck  Out 

Can  the  steel  industry  afford  to  expand?  Inland  Steel  says 
yes,  and  it's  putting  its  money  where  its  mouth  is. 

"You're  not  going  to  see  as  high  a 
rate  of  growth  out  of  Detroit  in  the 
future  as  you  did  from  1963  to  1973," 
says  Frederick  G.  Jaicks,  57,  Inland's 
chairman,  who  joined  the  company 
36  years  ago  fresh  out  of  Cornell.  It's 
*not  that  Americans  are  going  to  stop 
driving  cars— or  using  refrigerators. 
But  cars  will  get  lighter  to  save  fuel 
and  that  means  less  steel  per  vehicle. 
"We  think,"  says  Jaicks,  "that  the 
growth  [in  sheet  steel]  is  going  to  be 
slower.  So  it's  important  for  this  com- 
pany to  get  into  other  product  lines." 

If  the  program  is  carried  out.  In- 
land will  have  added  about  25%  to 
its  current  annual  capacity  of  8.2  mil- 
lion tons.  A  measure  of  how  expensive 
steel  plant  expansion  has  become, 
this  25%  expansion  will  cost  almost 
as  much  as  the  $1.9-billion  book  value 
of  Inland's  existing  assets.  Where's  the 
money  coming  from?  Mostly  from  in- 
ternal sources.  Inland  hopes. 

Last  March,  Inland  sold  $71  mil- 
lion in  new  common  stock— the  first 
common  equity  offering  by  a  major 
steel  company  in  a  quarter  of  a  cen- 
tury. Jaicks  says  the  company  plans 
to  float  about  $60  million  in  debt 
when  the  market  is  ripe.  To  finance 
most  of  the  rest  of  phase  one  and 
more  than  half  of  phase  two.  Inland 


Chicago's  Inland  Steel  is  betting  close 
to  $2  billion  that  the  steel  business 
of  the  Eighties  will  be  quite  different 
from  the  steel  industry  of  the  recent 
past.  Inland  has  had  one  of  the  best 
profitability  records  among  major 
American  steel  companies,  because  it 
has  been  in  the  best  part  of  the  mar- 
ket—both in  geography  and  in  prod- 
uct line.  But  it  plans  to  shift  direc- 
tion, and  with  big  bucks.  This  says 
a  lot  about  the  steel  industry  of 
the  future. 

Inland  operates  principally  from 
one  plant— the  largest  single  source 
of  steel  in  the  U.S.  It  has  concen- 
trated on  light  sheet  steels,  the  kind 
that  go  into  cars,  refrigerators  and 
other  consumer  goods.  The  first  phase 
of  construction,  worth  $800  million, 
has  been  directed  toward  more  of 
that.  But  by  sharp  contrast,  the  larg- 
er $l-billion  second  phase  will  add 
chiefly  to  the  company's  capacity  in 
heavier  steels,  the  kind  that  go  into 
utilities,  mining,  petroleum  and  gen- 
eral construction— that  is,  into  capital 
goods.  In  short.  Inland  is  betting  that 
the  economy  of  the  1980s  will  put 
more  emphasis  on  investment  and 
construction  and  less  on  consumer 
goods.  Inland  is  counting  on  a  less 
self-indulgent  America. 


is  counting  on  plowed-back  profits 
and  on  depreciation  money.  Can  In- 
land hack  it?  Jaicks  thinks  so.  "We're 
running  full  tilt  this  year  and  we'll  be 
at  full  capacity  in  1977.  The  market 
really  looks  that  good  to  us."  In  last 
year's  downturn,  Inland  turned  down 
less  than  the  industry  as  a  whole, 
increasing  its  total  industry  market 
share  10%.  And  this  year  it  has  con- 
tinued strong.  Inland  was  operating 
at  100%  production  capability  as  early 
as  last  February.  Says  Derrick  Brew- 
ster, vice  president-sales:  "It's  a  great 
pity  expansions  in  our  industry  take 
so  long  to  complete.  We  could  use 
that  extra  capacity  right  now." 

Inland's  board  has  already  ap- 
proved the  first  part  of  the  $1.8-bil- 
lion  expansion  plan,  and,  barring  an 
unexpected  downturn  in  the  econo- 
my, the  money  for  that  is  already  in 
hand.  Construction  is  well  under  way. 
The  board  has  yet  to  approve  the 
second  phase,  but  the  way  things  are 
going,  approval  could  be  in  Jaicks' 
pocket  within  the  next  year. 

At  a  time  when  much  of  the  steel 
industry  is  only  talking  about  major 
expansion.  Inland  is  firmly  embarked 
upon  it.  If  present  plans  hold,  the 
company's  Indiana  Harbor  Works, 
spread  over  2,350  acres  of  largely 
filled  coastal  land  southeast  of  Chi- 
cago, should  extend  its  position  as 
this  country's  largest  single  source  steel 
producer.  And  if  Jaicks  is  right  about 
the  way  the  market  is  changing,  it 
should  also  continue  to  be  among  the 
most  profitable.    ■ 
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The  Invisible  Crisis 

That's  what  they  are  calling  the  energy  situation, 
but  the  fact  is  that  the  crisis  is  visible  enough 
for  those  who  care  to  face  the  facts. 


By  lAMES  COOK 

If  vou  think  the  energy  crisis  is 
past,  consider  this:  In  1976  the  U.S. 
may  spend  as  mucli  as  $35  billion  on 
imported  oil;  by  1980,  even  if  oil 
prices  do  not  go  up,  we  will  probably 
be  spending  $45  billion.  If  oil  sells  for, 
sa\',  $15  a  I)arrel  in  1980,  the  import 
figure  will  be  closer  to  $60  billion. 

As  recently  as  1971,  the  U.S.  spent 
only  $3.7  billion  on  foreign  oil. 

Let's  put  these  figures  in  perspec- 
tive: Our  total  imports  this  year  will 
be  about  $112  billion,  our  total  ex- 
ports $110  billion. 

Thanks  largely  to  the  boom  in  ag- 
ricultural exports,  the  U.S.  has  gotten 
through  so  far  in  remarkably  good 
shape.  Hut  can  we  continue  to  count 
on  food  exports  to  keep  us  from  run- 
ning a  deep  balance-of-payments  def- 
icit? Most  of  the  experts  think  not. 

And  that's  just  our  financial  vul- 
nerability to  the  energy  situation. 
Consider  the  political  vulnerability. 
When  our  oil  imports  were  under  $4 
billion,  most  of  the  oil  came  from 
Canada,  Venezuela  and  other  nearby, 
generally  friendly  countries.  But  Can- 
ada will  soon  cease  exporting  oil,  and 
Venezuela  has  cut  back.  Hy  the  end 
of  this  decade— only  3)2  years  from 
now— the  U.S.  will  be  buying  25%  of 
all  its  oil,  well  over  lOf  of  all  its  ener- 
gy, from  Arab  countries. 

What  would  happen  if  we  could 
not  get  this  Arab  oil  in  the  quantities 
we  need  and  at  a  price  we  can  af- 
ford? Listen  to  John  H.  Lichtblau, 
head  of  New  York's  Petroleum  Indus- 
try Research  Foundation:  "You  could 
cut  2.5  million  barrels  a  day  from  the 
7  million  barrels  a  da\'  of  gasoline 
demand  by  eliminating  nonessential 
driving.  You  could  cut  10%  to  15% 
from  our  heating  oil  consumption,  an- 
other 15%  from  electric  utilities.  You 
could  curtail  airplane  travel.  Rut 
you'd  have  massive  imemployment, 
gasoline  stations  .shutting  down  by 
the  thousands,  motels  and  resorts  and 
everything  that  goes  with  it— a  reces- 
sion in  the  auto  and  tire  industries. 
You  can  do  these  things  during  a 
war  because  there's  so  much  use  for 
labor  in  the  military  industries,  but 
you  do  it  in  peacetime,  and  \'ou  have 
nothing  to  make  up  for  it.  You  create 
a  disastrous  recession." 

The    1973-74    embaigo,    according 


to  Federal  Energy  Administration  es- 
timates, cost  the  U.S.  $10  billion  to 
$20  billion  in  gross  national  product 
and  perhaps  500,000  jobs.  If  a  six- 
month  embargo  were  imposed  next 
year,  according  to  the  Congressional 
Research  Service's  energy  expert, 
Herman  T.  Franssen,  it  could  cost  the 
U.S.  as  much  as  $56  billion  in  gross 


Realist?  "We've  had  three  embargo 
situations  in  the  last  15  or  20  years," 
says  FEA  Administrator  Frank  Zarb, 
"and  there's  not  much  to  suggest 
that  there  won't  be  another." 

national  product  and  1.5  million  jobs. 
The  one  certainty  is  that  the  U.S.' 
vulnerability  to  supply  interruptions 
will  get  worse,  not  better,  for  some 
years  to  come,  and  there's  not  much 
anybody  can  do  about  it:  We  are 
paying  now  for  past  neglect.  U.S.  oil 
and  gas  reserves  are  running  out,  and 
in  the  short  run  there  is  nothing  to 
replace  them  but  imported  oil.  U.S. 
oil  production  has  already  declined 
more  than  13%  from  its  1970  peak 
and  will  probably  go  on  dropping  un- 
til Alaskan  production  temporarily  in- 
terrupts the  decline.  U.S.  natural  gas 
production  is  declining  even  more  rap- 
idly—off 11%  since  production  peaked 
out  two  years  ago  and  likely  to  go  on 
declining  for  the  foreseeable  future. 
With  Canada  and  N'cnezuela  running 
out  of  oil  themselves,  there  are  only 
the    Eastern     Hemisphere    producers 


and  the  Arabs  to  fill  the  gap.  "For 
tne  next  year  or  two,"  says  Licht- 
blau, "our  vulnerability  to  an  embar- 
go increases  every  day." 

"It's  very  easy  to  figure  out  where 
X'ou're  going  over  the  next  five  years," 
says  Eric  Zausner,  the  Merlin  of 
FEA's  computer  forecasting  program, 
"because  there's  not  too  much  that 
can  happen  that  isn't  already  going 
on.  The  next  two  or  three  years  are 
easy."  Easy,  meaning  bad. 

In  looking  for  additional  oil  sup- 
plies, the  U.S.  doesn't  have  much  to 
choose  from.  Of  the  10  million  bar- 
rels a  day  of  unused  production  ca- 
pacity around  the  world,  more  than 
70%  is  concentrated  in  Arab  countries. 
46%  in  Kuwait  and  Saudi  Arabia 
alone.  And  it's  not  simply  a  question 
of  existing  capacity.  The  Arabian 
peninsula  offers  the  principal  source 
of  future  capacity  as  well.  Though  it 
accounts  for  less  than  a  fourth  of 
the  world's  production,  the  Arabian 
peninsula  possesses  more  than  a  third 
of  the  world's  petroleum  reserves.  As 
one  Ex.xon  economist  says:  "Not  many 
OPEC  nations  outside  the  Persian 
Culf  have  much  expansion  capability. 
We  see  the  Arabian  peninsula  as  the 
big  flywheel  for  future  demand." 

To  a  large  extent,  the  degree  of 
the  U.S.'  import  dependency  is  con- 
tingent on  whether  the  growth  in 
U.S.  energy  demand  settles  back— as 
most  experts  expect  it  to— to  under 
3%  annually,  as  against  the  preem- 
bargo  level  of  roughly  4%.  If  energy 
demand  grows  less  than  that,  the 
problem  recedes;  but  nobody  thinks 
that  likely.  And  if  it  grows  more 
rapidly,  the  problem  increases.  At 
the  height  of  the  oil  embargo,  bureau- 
crats, politicians  and  citizens  alike 
talked  about  the  need  for  small  cars, 
for  holding  highway  speeds  to  55 
miles  an  hour,  for  turning  thermostats 
down  to  68,  and  though  the  emer- 
gency faded,  energy  consumption  de- 
clined two  years  in  a  row,  the  first 
such  decline  since  the  end  of  World 
War  II. 

Some  of  ihc  drop  in  demand  was 
due  to  a  fluke:  I'ive  straight  years 
of  unexpectedly  warm  winters  averted 
predicted  shortages  of  natural  gas 
and  heating  oil.  Hut  many  energ\- 
experts  nonetheless  began  to  suggest 
conservation  could  go  a  long  way 
toward    keeping    the    growth    in    de- 
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mand  under  control.  Industry  made 
impressive  savings— one  former  FEA 
official  predicts  it  could  cut  its  en- 
ergy costs  another  15%  to  25%  with- 
out any  further  investment,  and  Con- 
gress gave  private  conservation  a 
significant  long-term  boost  by  decree- 
ing that  new  cars  must  average  20 
miles  to  the  gallon  by  1980,  27.5 
mpg  by  1985,  vs.  17.6  mpg  today. 

As  the  U.S.  comes  out  of  the  re- 
cession, however,  oil  demand  is  in 
fact  up  something  like  4.2%— about  in 
line  with  the  4%  most  were  expect- 
ing. What  worries  a  lot  of  observers 
is  that  gasoline  demand— which 
amounts  to  about  45%  of  total  pe- 
troleum demand— has  been  rising 
alarmingly.  After  having  lagged  for 
two  years,  it's  gaining  by  6%,  7%  and 
even  8%.  That's  substantially  more 
than  anyone  had  foreseen,  and  sug- 
gests that  the  American  people  have 
returned  to  their  wasteful  ways.  "The 
increase  in  gasoline  demand  is  not 
related  to  the  economic  recovery," 
observes  Clement  Malin,  assistant  ad- 
ministrator for  International  Energy 
Affairs  at  FEA.  "So  that  seems  to 
put  us  back  on  the  track  we  were 
on  before  1973."  The  difference  is 
far  from  inconsequential.  Over  a  five- 
year  period,  a  percentage  point  dif- 
ference in  the  rate  of  growth  comes 
to  1  million  barrels  a  day. 

The  Wrong  Way 

How,  in  a  democracy,  do  you  get 
people  to  use  less  oil?  The  best  way, 
the  time-tested  way,  is  the  way  of 
the  marketplace.  You  simply  let  prices 
rise— or  push  them  up  through  higher 
taxes.  But  the  U.S.  is  not  doing  this. 
Instead,  it  forces  its  oil  producers  to 
sell  their  domestic  oil  for  much  less 
than  the  world  price.  "Old"  oil— that 
is,  oil  that  was  brought  into  produc- 
tion before  price  controls  went  into 
effect  in  1973— is  price-controlled  at 
$5.20  a  barrel;  "new"  oil  at  $11.63. 
This  compares  with  a  delivered  price 
for  imported  oil  of  $13.27   a  barrel. 

Since  59%  of  the  U.S.'  oil  needs  still 


Doomsday.  This  sign  in  FEA's  Wash- 
ington office  signals  the  number  of 
days'  supply  of  oil  the  U.S.  has  left  to 
it — 3,865  when  this  picture  was  taken, 
and  that's  just  over  ten  years'  supply. 


come  from  domestic  wells,  this  gives 
U.S.  consumers  and  U.S.  industry  a 
short-lived  and  illusory  advantage  in 
the  form  of  cheaper  energy.  The  ad- 
vantage is  short-lived  because  it  will 
diminish  as  the  proportion  of  import- 
ed oil  goes  up.  It  is  illusory  because 
it  encourages  Americans  to  continue 
to  use  more  oil  than  they  should. 
The  situation  is  even  worse  in  nat- 
ural gas,  which  provides  28%  of  the 
U.S.'  energy  needs  (oil  provides  46%, 
coal  19%,  nuclear  2%).  Regulated 
gas  sold  in  the  interstate  market— and 
that's  60%  of  U.S.  consumption— goes 
for  a  maximum  of  52  cents  per  thou- 
sand cubic  feet,  and  an  average  of 
30  cents,  less  than  a  sixth  the  price 
of  equivalent  oil.  Why?  Because  that's 
the  federal  law. 

Unavailable  Alternatives 

In  theory,  the  U.S.  could  still  put 
itself  in  a  position  to  meet  most  of  its 
energy  needs  from  its  own  resources. 
For  this  it  would  not  have  to  depend 
on  new  energy  sources  like  oil  shale 
or  tar  sands,  or  even  from  technologi- 
cal advances  like  synthetic  oil  and 
gas;  all  of  these  may  be  too  high- 
cost  ever  to  be  economic.  The  U.S. 
could  be  self-sufficient  on  its  recover- 
able coal  reserves— 284  billion  tons, 
enough  to  last  450  years  at  current 
rates  of  consumption.  On  top  of  this, 
the  U.S.  has  a  large  uranium  reserve 
for  nuclear  power  production. 

So  far,  however,  the  U.S.  has  been 
unable  to  channel  these  coal  and 
uranium  resources  into  reducing  its 
dependence  on  imported  oil.  Other 
energy-related  concerns  have  contin- 
ued to  seem  more  important— the 
health  and  safety  of  mine  workers  and 
citizens,  the  integrity  of  the  earth, 
air  and  water.  As  a  result,  it  has  been 
impossible  for  the  U.S.  to  make  any 


appreciable  increase  in  its  coal  pro- 
duction. Mining  coal  poses  such  a 
threat  to  our  earth  and  water  re- 
sources that  the  Department  of  the 
Interior  has  temporarily  banned  the 
leasing  of  federal  coal  lands,  and  burn- 
ing it  threatens  to  poison  the  very  air 
we  breathe.  All  these  hazards  may 
be  considerably  exaggerated,  but  they 
help  explain  why,  between  1970  and 
1975,  coal  production  rose  only  5.5%, 
to  646  million  tons. 

In  the  end,  the  environmental 
and  safety  objections  can  be  met— at 
a  price— but  as  things  now  stand,  coal 
labors  at  a  further  disadvantage:  It 
cannot  compete  easily  with  under- 
priced— hy  law— fuels  like  domestic 
oil  and  gas.  In  the  first  four  months 
of  this  year,  when  oil  demand  was  up 
3.6%,  coal  production  was  up  only 
2%.  At  least  one  coal  producer  com- 
plains that  his  production  has  been 
squeezed  out  of  the  utility  market  by 
dump  sales  of  natural  gas.  The  FEA 
hopes  coal  production  will  increase  to 
over  1  billion  tons  by  1985,  but  the 
prospects  are  dim.  "We  will  be  lucky," 
says  Ford,  Bacon  &  Davis'  energy  ex- 
pert, Gerard  C.  Gambs,  "to  be  pro- 
ducing 800  million  tons  by  1985." 
Every  100-million-ton  shortfall  means 
1  million  barrels  a  day  of  additional 
imported  oil. 

The  U.S.'  nuclear  future  seems  a 
bit  brighter  now  that  California  vot- 
ers have  defeated  the  dishonest  and 
well-financed  eff^ort  by  the  so-called 
antinukes  to  put  nuclear  energy  out  of 
business  in  their  state.  But  horren- 
dous hurdles  still  exist.  Environmen- 
talists have  so  succeeded  in  delaying 
construction  of  nuclear  plants  that 
they  now  can  take  as  much  as  twice 
as  long  to  build  in  the  U.S.  as  any- 
where else  in  the  world.  More  serious- 
ly, uncertainties  about  the  pattern  of 
future  demand  and  the  availability  of 
capital  to  finance  new  construction 
have  caused  the  utilities  to  cancel  70% 
of  the  plant  capacity  originally  sched- 
uled for  operation  in  1985.  Even  so, 
if  the   175  plants   licensed  or  under 
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construction  are  built  on  schedule, 
the  U.S.  should  be  getting  10%  of  its 
energy  from  nuclear  power  by  1985, 
vs.  2.5%  today,  an  increase  of  roughly 
100  million  kilowatts.  But  for  every 
10  million  kw  of  capacity  that  doesn't 
get  built,  the  U.S.  will  probably  im- 
port 280,000  barrels  a  day  of  oil. 

Federal  Energy  Administrator  Frank 
Zarb  and  the  FEA  continue  to  have 
high  hopes  for  the  future  of  domes- 
tic oil  and  gas.  Under  the  proper 
circumstances,  the  FEA  forecasts  12.9 
million  barrels  a  day  of  production 
in  1985,  vs.  8.3  million  today,  and 
gas  production  of  22.3  trillion  cubic 
feet,  vs.  20.1  trillion  today.  But  this 
projected  gas  production  depends  on 
the  timely  deregulation  of  the  price 
(something  Congress  has  refused  to 
do  for  two  decades),  while  the  pro- 
jected oil  production  hinges  on  the 
development  of  various  new  areas— 
the  Gulf  of  Alaska,  the  outer  conti- 
nental shelf— and  so  far  such  develop- 
ment has  fallen  well  behind  schedule. 
There  may  be  as  many  as  127  bil- 
lion barrels  or  as  few  as  50  billion  on 
the  outer  continental  shelf,  as  the 
U.S.  Geological  Survey  suggests,  but 
the  range  suggests  the  risk.  Last  De- 
cember the  Interior  Department  put 

1.3  million  acres  of  offshore  oil  leases 
up  for  auction,  and  found  takers  for 
only  a  third.  Eight  outer  continental 
shelf  sales  are  scheduled  for  this  year, 
but  only  half  are  likely  to  take  place. 
The  risks  are  enormous,  and  with  no 
certainty  that  Congress  will  deregu- 
late oil  when  the  present  price-con- 
trol program  expires  in  1979,  the  re- 
wards are  not  all  that  spectacular. 
FEA  is  equally  optimistic  over  the 
prospects  for  secondary  and  tertiary 
recovery,  but  with  old  oil  held  at 
$5.20  a  barrel,  the  incentive  is  no- 
ticeably lacking.  Nothing  is  more  il- 
lustrative of  the  stupidity  of  U.S. 
energy  policy  than  its  effect  on  sec- 
ondary recovery.  At  $5.20  a  barrel,  it 
rarely  pays. 

The  only  new  major  domestic 
source  of  oil  on  the  horizon  at  the 
moment  is  the  Alaskan  North  Slope 
—  1.2   million   barrels   a   day   initially; 

2.4  miUion  by  1985,  enough  to  meet 
a  year  or  two  of  additional  growth 
in  U.S.  demand.  The  law  requires 
Alaskan  oil  be  committed  to  the  U.S. 
market,  though  just  how  much  of 
Alaska's  output  the  U.S.  will  be  able 
to  use  itself  is  veiy  much  an  open 
question.  Since  the  pipeline  got  un- 
der way,  demand  has  slackened,  and 
Congress  has  decided  to  bring  the 
Naval  Petroleum  Reserves  at  Elk 
Hills,  Calif,  into  production.  West 
Coast  refineries  do  not  yet  have  the 
ability  to  refine  more  than  a  portion 
of  Alaska's  crude  production,  and  if 
they  did— something  an  enormous  cap- 


In  Jeopardy?  Some  3,955  imperfect 
welds  threaten  to  delay  the  opening 
of  the  Alaskan  pipeline  by  seven  to 
18  months,  depriving  the  U.S.  of  1.2 
million  barrels  of  oil  a  day  at  a  time 
when  supplies  are  expected  to 
begin  tightening. 

ital  investment  could  cure— the  West 
Coast  market  is  not  large  enough  to 
absorb  much  more  than  800,000  bar- 
rels a  day  of  its  output.  There  are  as 
yet  no  pipeline  facilities  for  moving 
Alaskan  oil  inland  to  the  Midwest, 
though  there  are  schemes  aplenty, 
and  once  the  pipeline  hits  full  pro- 
duction, not  enough  ships  to  move  the 
excess  to  East  Coast  refineries. 

Thus  the  oil  companies  face  the 
prospect  of  having  to  ask  the  Presi- 
dent and  Congress  for  permission  to 
ship  at  least  a  portion  of  the  pipe- 
line's output  abroad— to  Japan  most 
likely.  Either  that  or  shut  in  part  of 
a  $7-billion  investment.  Given  the 
way  oil  is  normally  exchanged  around 
the  world,  the  resulting  increase  in 
U.S.  imports  would  be  balanced  by  a 
corresponding  increase  in  U.S.  exports 
—but  politicians  are  obtuse  in  such 
matters.  And  a  request  to  sell  Ala.skan 
oil  to  Japan  is  likely  to  create  a  po- 
litical brouhaha  that  could  make  the 
furor  over  breaking  up  the  oil  compa- 
nies seem  like  a  storm  in   a   teacup. 

Contrived  Complacency 

So  far,  however.  Congress  has  re- 
fused to  take  seriously  our  growing 
dependence  upon  imported  fuel  or 
the  hazard  this  dependence  could 
pose  to  the  U.S.  economy  and  the 
independence  of  U.S.  foreign  policy. 
"The  energy  crisis  ended,"  coos  Sec- 
retary of  the  Treasury  William  Si- 
mon, "and  we  weathered  the  storm." 
As  a  foimer  head  of  the  FEA,  Simon 


ought  to  know  better.  In  emphasiz- 
ing the  possibility  of  energy  inde- 
pendence, the  FEA  has  inevitably 
deemphasized  its  improbability  and 
encouraged  Congress  and  many  oth- 
ers in  and  out  of  government  in  their 
complacency. 

"From  our  standpoint,"  the  FEA's 
Zarb  says,  "we  can't  conceive  the  na- 
tion will  allow  imports  to  go  to  12 
million  and  13  million  barrels  a  day 
*by  1985.  We  don't  believe  our  policy- 
makers will  allow  that  to  happen." 
But  given  how  long  things  have  been 
permitted  to  slide,  is  there  anything 
the  policymakers  can  do? 

Zarb  knows  better  than  most  that 
the  policymakers  in  Washington  do 
not  even  want  to  hear  how  serious 
the  energy  supply  situation  is,  much 
less  do  anything  about  it.  They  pre- 
fer to  worry  about  more  politically 
sexy  issues  like  the  dismemberment 
of  the  oil  companies,  the  removal  of 
the  depletion  allowance  and  the  im- 
position of  price  controls  on  new  oil. 

One  of  the  few  constructive  moves 
to  date  is  the  Strategic  Petroleum  Re- 
serve that  Congress  mandated  last 
December.  Under  the  legislation,  the 
FEA  is  required  to  put  a  90-day 
supply  of  oil  in  storage— up  to  a  maxi- 
mum of  1  billion  barrels— for  use  in 
an  emergency.  The  oil  will  be  stored 
in  salt  domes  and  abandoned  mines 
close  to  tanker  terminals,  refineries  or 
pipelines,  so  that  the  U.S.  will  have 
time  to  cope  with  any  embargo  or 
other  interruption  in  supply  without 
having  to  resort  to  paratroops  and 
without  undergoing  severe  disloca- 
tions in  the  economy. 

The  program  will  be  costly.  A  bil- 
lion barrels  could  cost  upwards  of 
$10  billion,  depending  upon  what 
price  the  oil  is  bought  at.  but  that's 
still  less  than  the  1973-75  embargo 
cost  the  gross  national  product.  At 
the  moment,  assuming  a  6-million- 
barrel-a-dav  import  level,  the  FEA 
has  set  540  million  barrels  as  its  initial 
target.  Assuming  that  no  embargo 
would  be  more  than  50%  effective, 
as  most  experts  think  likelv,  that 
would  give  the  U.S.  six  months'  pro- 
tection-more if  the  U.S.  imposed  con- 
servation measures,  as  surely  it  would 
do.  Moreover,  the  verv  existence  of 
such  a  reserve  should  discourage  the 
imposition  of  an  embargo.  "If  they 
know  any  embargo  would  take  over 
half  a  year  to  take  effect,"  savs  John 
Lichtblau,  "they  will  know  that  for 
the  first  six  or  eight  months  they 
would  hurt  only  themselves." 

Once  the  strategic  reserve  is  in 
place,  the  U.S.  and  the  industrial 
West  in  general  will  have  an  oil  weap- 
on of  their  own  for  the  first  time  since 
the  Organization  of  Petroleum  Ex- 
porting Countries  .seized  control  of  the 
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oil  price  five  years  ago.  Just  as  an 
embargo  against  the  U.S.  forces  the 
U.S.'  partners  in  the  international 
energy-sharing  agreement  to  put  pres- 
sure on  the  U.S.  to  moderate  the  ac- 
tions that  provoked  the  embargo,  so 
the  strategic  reserve  could  enable  the 
U.S.  to  take  selective  action  against 
individual  producing  countries. 

Once  the  strategic  reserve  is  in 
place,  many  of  the  producing  coun- 
tries—those with  large  populations, 
relatively  little  oil  and  high  absorp- 
tive capacity— would  be  damaged 
more  by  the  loss  of  six  months'  oil 
revenues  than  the  U.S.  would  be  by 
the  loss  of  six  months'  supply  of  oil. 
"We  could  use  our  oil  reserves,"  one 
observer  comments,  "literally  to  bring 
another  country  to  its  knees." 

Unfortunately,  such  measures,  de- 
fensive or  offensive,  are  impossible  un- 
til the  strategic  reserve  is  in  place, 
and  that's  unlikely  to  happen  any  time 
soon.  FEA  has  drawn  up  an  initial 
budget  (yet  to  be  approved  by  Con- 
gress) of  $314  million  for  facilities 
and  site  acquisition  and  another 
$550  million  for  the  acquisition  of 
the  first  50  million  barrels  of  oil.  By 
1978  the  U.S.  is  required  to  have 
150  million  barrels  in  storage— seven 
to  eight  weeks'  supply— but  not  until 
1982  is  the  reserve  required  to  be  in 
place.  So  much  for  the  urgency  with 
which   Congress   views   the   problem. 

"If  we  had  a  billion  barrels  in  sto- 
rage, today,"  Frank  Zarb  concedes,  "it 
would  change  a  lot  of  things,  in- 
cluding our  bargaining  position  in  re- 
spect to  the  producing  nations.  It 
would  shift  the  balance  in  interna- 
tional oil." 

Nature's  Dirty  Trick 

But  even  the  strategic  reserve 
would  be  effective  only  as  a  short- 
term  weapon.  The  long-range  prob- 
lem is  one  that  defies  rational  solu- 
tion, because  it  is  a  problem  posed  by 
nature,  by  geology,  rather  than  by 
economics  or  politics.  The  problem  is 
that  the  producing  countries  with  the 
largest  reserves  are  Saudi  Arabia,  Iran, 
Kuwait,  Libya  and  the  United  Arab 
Emirates. '  By  a  dangerous  twist  of 
nature,  \^ith  the  exception  of  Iran, 
these  happen  to  be  the  countries  with 
the  smallest  populations,  and,  as  a  re- 
sult, the  least  need  for  the  revenues 
their  oil  production  generates.  Pro- 
ducing at  little  more  than  65%  of  its 
present  capacity,  Saudi  Arabia  last 
year  raked  in  something  like  $26  bil- 
lion in  oil  revenues.  With  a  popula- 
tion of  under  9  million  and  a  society 
still  at  a  relatively  low  level  of  de- 
velopment, the  Saudis  succeeded  in 
investing  less  than  $6  billion  in  their 
domestic  economy.  That  left  them 
with  the  difficult  task  of  investing  the 


remaining  $20  billion  elsewhere  in 
the  world— often  in  countries  where  it 
did  not  always  seem  welcome. 

Confronted  with  similar  surpluses, 
Kuwait  has  already  set  a  2-million- 
barrel-a-day  limit  on  its  oil  produc- 
tion (57%  of  capacity)  and  Saudi 
Arabia  itself— in  the  aftermath  of  the 
1973-74  embargo— set  a  8.5-million- 
barrel-a-day  limit  on  its  production, 
vs.  output  of  7.1  million  barrels  a  day 
last  year.  What  this  means  is  that,  if 
Saudi  Arabia  decided  to  hold  its  pro- 
duction at  present  limits  as  Kuwait 
has  already  announced  it  will  do, 
the  world  will  have  relatively  little  ex- 
cess oil-producing  capacity  to  take 
care  of  the  inevitable  growth  in  de- 
mand in  the  late  Seventies.  And  why 
should  the  Saudis  expand  their  out- 
put? Hard  put  to  invest  $20  billion  a 
year  in  excess  oil  revenues,  it  faces 
the  prospect  of  having  to  invest  $30 
billion,  even  $45  billion  if  its  produc- 
tion expands  to  its  present  limits. 

It's  no  secret  that  a  debate  has 
been  going  on  for  some  time  within 
the  Saudi  Arabian  royal  family  about 
the  wisdom  of  maintaining  even  to- 
day's production  levels.  So  far,  the 
conservationists  have  not  prevailed, 
but  the  potential  remains.  "We  are 
in  a  position  to  reduce  our  production 
to  3  million,  3.5  million  barrels  a 
day,"     Saudi     Arabia's     oil     minister, 


Embargo  isn't  the  only  threat  to  the 
world's  oil  supply.  All  of  Saudi 
Arabia's  crude  converges  on  Ras 
Tanura  through  1,000  miles  of  pipe- 
line, affording  terrorists  ample  op- 
portunity for  sabotage. 


Sheik  Ahmed  Zaki  Yamani,  told 
Forbes  a  few  months  ago.  But  he 
added,  "This  is  a  theoretical  ques- 
tion. We  are  against  doing  it."  Says 
Abdul  Hadi  Taher,  head  of  Petromin, 
Saudi  Arabia's  government  oil  com- 
pany, "We  are  planning  on  increasing 
capacity  now,  in  a  kind  of  goodwill 
gesture,  to  assure  the  world  the  oil 
is  available  when  it  is  needed."  Thus 
is  the  entire  industrial  world  at  the 
mercy  of  a  mere  handful  of  men— 
the  few  thousand  descendants  of  the 
desert  warrior  Abdul  Aziz  ibn  Saud— 
who  virtually  own  Saudi  Arabia. 

"If  we  really  want  them  to  export 
that  much  oil,"  says  Herman  T. 
Franssen,  "we've  got  to  find  some 
way  for  them  to  invest  their  money, 
some  outlet  to  bridge  the  time  until 
they  can  utilize  that  capital.  They 
look  to  the  U.S.  for  an  answer,  and 
it  had  better  be  a  good  one." 

"The  energy  problem,"  says  New 
York  oil  consultant  Walter  J.  Levy, 
"is  an  invisible  crisis.  Our  balance- 
of-payments  drain  is  invisible.  And 
if  five  or  ten  years  from  now  the 
flow  of  oil  declines,  that  again  is 
invisible.  But  it  is  there." 

"Sometimes,"  says  Frank  Zarb,  "you 
get  the  feeling  you're  living  in  that 
society  that  used  to  behead  the 
bearers  of  bad  news.  People  don't 
want  to  hear  it  anymore.  But  that 
doesn't  make  it  any  less  true  or 
urgent."  Zarb  has  kept  his  head  longer 
than  any  of  the  four  administrators 
who  preceded  him,  but  he  played  an 
equivocal  role— on  the  one  hand  en- 
couraging Congress  in  its  delusions  of 
independence  and  on  the  other  pe- 
riodically puncturing  its  complacency 
with  a  forthright  warning  of  disaster. 
"An  embargo  is  certainly  possible,"  he 
repeats  in  the  tone  of  one  who  has 
said  it  all  too  often  before,  "and  en- 
tirely likely."  But  then  everyone 
knows  that. 

"There  has  been  a  failure,"  says 
Interior  Secretary  Thomas  Kleppe, 
"by  government,  by  industry,  by  the 
academic  community,  by  the  press- 
by  everyone  who  knows  the  facts— to 
communicate  to  the  American  people 
the  severity  of  the  onergy  crisis.  .  .  . 
We  are  threatened  with  political  and 
economic  bondage  not  unlike  that 
which  touched  off  the  American  Rev- 
olution some  two  centuries  ago." 

If  the  next  administration— Demo- 
cratic or  Republican— wishes  to  lead 
the  American  people  and  not  simply 
drift  with  the  political  breezes,  the 
energy  situation  is  a  golden  opportun- 
ity for  such  leadership.  An  ordinary 
politican  would  shun  the  problem— 
too  many  risks.  Clearly,  the  need  is 
for  extraordinary  policies— policies 
aimed  at  the  history  books  rather 
than    vagaries    of    political    poles.    ■ 
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Itimpros^es 
with  age. 


At  Xerox,  there's  no  such  thing  as 
last  year's  model. 

That's  because  we  never  stop  improving 
our  machines.  Even  after  they're  yours. 

For  example,  last  year  when  our  research 
department  developed  better  switching 
devices  for  our  Xerox  7000  reduction 
duplicator,  everyone  renting  a  7000  got 
better  switching  devices.  At  no  extra  cost. 

In  fact,  we  spend  millions  of  dollars  a 
year  making  improvements  you'll  probably 
never  see,  but  will  definitely  notice. 

What  it  all  means  is,  no  matter  what 
Xerox  macliine  you  have,  the  longer  you 
have  it,  the  newer  it  gets. 


XEROX 


XEROX®and  7000®are  trademarks  of  XEROX  CORPORATION. 


In  God  They  Trust 


Religious  book  sales  are  soaring  and  it  isn't  a  miracle. 


"Hello,  I'm  Johnny  Cash.  My  life 
story  has  a  lot  to  do  with  God.  An 
awful  lot.  My  new  book,  Man  in 
Black,  tells  it  all." 

That's  country-singing,  guitar-pick- 
ing, ex-speed-pill-popping  John  Cash, 
promoting  his  autobiography  a  while 
back.  The  book  has  sold  225,000  cop- 
ies in  the  ten  months  since  it  was  pub- 
lished. Cash's  book  is  still  on  the  best- 
seller list  of  the  2,100  member  stores 
of  the  Christian  Booksellers  Associa- 
tion, located  largely  in  the  Midwest, 
the  Bible  Belt  and  Southern  Califor- 
nia. The  religious  book  trade  appears 
to  be  booming. 

Sales  of  religious  books  (excluding 
Bibles  and  hymnals)  jumped  24%  last 
year,  according  to  the  Association  of 
American  Publishers,  three  times  as 
much  as  the  $3.8-billion  book  in- 
dustry as  a  whole.  The  Christian 
Booksellers  Association  claims  sales 
for  this  year's  first  quarter  were  up 
19%  in  the  nation's  3,800  religious 
bookstores. 

Johnny  Cash  a  religious  writer? 
You  bet.  Ditto  Anita  Bryant,  Dale 
Evans,  Pat  Boone  and  many  others 
with  an  evangelical,  inspi- 
rational personal  witness 
story  to  tell.  A  religious 
book  is  loosely  defined  as 
an  "inspirational"  work  or 
one  emanating  from  a  re- 
ligious publisher.  Among 
the  most  successful  pub- 
lishers today  are:  Revell  in 
Old  Tappan,  N.J.,  Tyndale 
House  in  Wheaton,  111.  and 
Zondervan  in  Grand  Rap- 
ids, Mich.,  a  company  on 
the  brink  of  going  public. 

Trouble  balancing  your 
checkbook?  Try  Practical 
Christian  Principles  For 
Handling  Your  Family  Fi- 
nances. Can't  stick  to  a  diet?  Try  re- 
citing graces  in  Devotions  For  Dieters. 
Want  to  improve  your  mar- 
riage? How  about  the  bub- 
ble bath  and  pink  pajamas 
technique  spelled  out  in 
Marabel  Morgan's  Total 
Woman— 3  million  sales. 
Want  to  stay  alone?  You 
might  peruse  Sexual  Celi- 
bate, already  in  its  fourth 
printing  to  the  astonish- 
ment of  its  publisher,  Sea- 
bury  Press. 

Or  politics.  Bantam  is  up 
to  its  fourth  printing  of 
Jimmy  Carter's  Why  Not 
The    Best    since    June     1. 
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Charles  Colson's  Born  Again  sales,  in- 
cluding book  clubs,  are  over  275,000 
since  February. 

What  is  behind  the  upsurge  in 
sales?  Post-Watergate  morahty,  the 
back-to-books  attitude  of  today's  col- 
lege students?  Not  at  all,  says  Zonder- 
van President  Peter  Kladder  Jr.  "The 
need  is  permanent.  What  has  hap- 
pened in  the  last  few  years  is  that 
we've  learned  to  sell."  At  the  Chris- 
tian Booksellers  International  Conven- 
tion in  July,  Executive  Vice  President 
John  Bass  is  expecting  6,000  people 
and  has  already  battened  down  reser- 
vations for  630  booths.  "They're  there 
to  take  orders,"  says  Heather  Scott, 
head  of  the  religious  publicity  divi- 
sion of  Doubleday,  which  handles 
Billy  Graham's  Angels  (sales  over  1 
million).  Revell  and  Zondervan  have 
computerized  warehouses.  The  latter 
has  a  sophisticated  discount  system 
that  readjusts  its  discounts  every  quar- 
ter. It  spends  8%  of  its  sales  on  pro- 
motion of  new  titles  and  backlists. 
Its  major  markets  are  religious  book 
stores   (including  its  own  retail  chain 


of  41),  which  it  will  open  only  in 
shopping  malls  surrounded  by  such 
anchors  as  J.C.  Penney  or  Ward. 

Religious  books  have  more  staying 
power  than  most  ordinary  books.  The 
Living  Bible  by  Tyndale  House  has 
been  on  the  National  Religious  Best- 
seller List  for  3/2  years— 17  million 
sold.  Some  80%  of  books  on  the  list 
stay,  at  least  a  year. 

Another  boon:  Guaranteed  sales  to 
church  groups  or  Bible  study  groups 
help  reduce  returns,  the  bane  of  the 
industry.  Returns  on  religious  books 
average  10%;  adult  general  hardback 
20%;  and  mass-market  paperbacks  up 
to  35%.  Even  if  sales  are  not  guar- 
anteed, many  of  the  authors  have  per- 
sonal followings.  Due  from  Double- 
day  this  fall  is  Tell  It  on  the  Moun- 
tain, a  "personal  witness"  story  by 
William  Lasky,  son  of  one  of  the 
founders  of  Paramount  Pictures.  Lasky 
is  president  of  the  Beverly  Hills  chap- 
ter of  the  Full  Gospel  Businessmen's 
Fellowship.  National  mailing  list— 
850,000. 

Religious  books  by  entertainers  are 
especially  easy  to  sell.  Johnny  Cash's 
publisher  has  an  advance  schedule  of 
Cash's  concerts  and  sends  books 
ahead  to  local  bookstores.  "We  can 
move  1,000  books  a  morning  at  an 
autograph  party,  600  after  a  con- 
cert," says  Lou  Robin,  Cash's  agent. 

An  up-and-coming  source 
of  volume  and  exposure  for 
the  religious  book  market 
is  the  rack-jobbing  network, 
an  elaborate  system  of  dis- 
tributors and  dealers,  which 
keeps  the  racks  in  grocery 
stores,  backs  of  churches 
and  hotels  supplied.  Sales 
through  rack-jobbers  are  at 
present  only  8%  of  the  re- 
ligious book  trade,  accord- 
ing to  CBA  calculations, 
but  they're  growing  rapidly. 
In  religion,  as  in  politics, 
there  is  a  strong  trend 
toward  nonsectarianism 

among  Americans.  The  re- 
ligious book  industry  has  reacted  to 
the  trend  by  moving  from  sectarian 
books  toward  generalized 
inspiration,  and  the  line  be- 
tween religious  and  self- 
help  books  is  blurring. 
Cuba's  John  Bass  thinks  this 
bodes  well  for  the  future 
of  the  industry,  because  it 
broadens  its  market,  which 
at  present  is  concentrated  in 
that  minority  of  Americans 
who  still  attend  clunches— 
40%,  .says  the  latest  Gal- 
lup poll.  Religion  is  not  so 
nuich  dying  in  the  U.S.  as 
it  is  becoming  more  person- 
al and  less  formal.   ■ 
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...  for  Sea  Containers  is  losing  its  tax  shelter. 


For  most  companies  in  the  fast-grow- 
ing container-leasing  business,  last 
year  was  a  struggle  for  survival.  The 
global  recession  caused  a  sudden  6% 
drop  in  world  trade,  and  outfits  like 
Interpool,  Flexi-van  and  Reliance 
Group's  CTI  suffered  sharp  earnings 
declines  or  even  losses. 

The  sole  important  exception  was 
Sea  Containers  Inc.,  which  turned  in 
a  60%  earnings  increase,  the  ninth  in 
a  row.  "Most  of  that"  says  President 
James  B.  Sherwood,  "is  unearned  for- 
eign exchange  gain.  Net  of  that,  our 
earnings  increased  from  $4.01  to 
$4.16  on  sales  of  $45  million,  not 
$5.89.  That's  after  expensing  50  cents 
a  share,"  Sherwood  adds,  "when  one 
of  our  customers  went  bankrupt  and 
we  suffered  a  $l-million  loss." 

A  42-year-old  bachelor  and  Yale 
graduate,  the  author  of  a  dining  and 
shopping  guide  to  London  published 
last  year,  Sherwood  got  his  start  in 
the  container  business  in  the  Navy, 
spent  about  six  years  with  U.S.  Lines 
and  CTI,  and  then  founded  Sea  Con- 
tainers in  1965.  Sea  Containers  has 
fared   so   well,    he  says,    because   of 


prudence:  "We  have  a  larger  per- 
centage of  our  fleet  fully  paid  for,  or 
nearly  so,  and  this  enabled  us  to  take 
lower  charter  rates  and  still  have  a 
positive  cash  flow  from  our  tonnage." 

Sea  Containers  was  also  less  vul- 
nerable because  it  leases  more  special- 
ized types  of  containers  and  operates 
a  fleet  of  25  small  containerships 
used  on  less-traveled  routes  or  as  self- 
loading  tenders  to  ships  that  need 
dockside  loading  equipment  (much 
prized  in  crowded  Mideast  ports). 

Sherwood  is  not  resting  easy  now 
that  world  trade  is  growing  again. 
His  ships  fly  the  flags  of  Bermuda 
and  Hong  Kong  to  avoid  U.S.  taxes, 
and  the  House  Ways  &  Means  Com- 
mittee is  again  exploring  how  to  tax 
such  (reinvested)  foreign  earnings. 

"The  terrible  worry  we  have,"  says 
Sherwood,  "is  not  so  much  the  taxa- 
tion, as  the  fact  that  foreign  ship- 
pers all  operate  under  tax  shelters  of 
one  sort  or  another.  If  they  succeed 
in  taking  ours  away,  they're  going  to 
make  shipping  operations  owned  by 
U.S.  citizens  "uncompetitive." 

To  avoid  that,  Sherwood  has  trans- 


formed Sea  Containers  Atlantic,  a 
small  Bermuda-based  subsidiary  of 
Sea  Containers  Inc.,  into  an  inde- 
pendent company  that  will  lease 
ships,  containers  and  container  cranes 
in  Europe,  the  Mideast,  South  Amer- 
ica and  Africa.  Its  shares  will  be  spun 
off  as  a  dividend  to  Sea  Containers 
Inc.  shareholders  and  then  traded  on 
the  New  York  Stock  Exchange  on  a 
"paired"  basis  with  Sea  Containers 
Inc.  shares  (i.e.,  you  must  buy  or  sell 
equal  amounts  of  stock  in  both  com- 
panies at  once). 

Shorn  of  its  Atlantic  operations, 
growth  in  U.S. -based  (and  therefore 
U.S. -taxable)  Sea  Containers  Inc.  will 
slow.  "But  Sea  Containers  Atlantic 
will  tend  to  grow  very  fast  indeed," 
predicts  Sherwood,  "and  it  can  pay 
dividends  from  earnings  that  are  not 
and  cannot  be  subject  to  any  U.S. 
taxation." 

Sherwood,  who  says  he  got  the 
share-pairing  idea  from  Timex  Corp., 
would  have  done  the  same  with  the 
larger  Sea  Containers  Pacific  (Atlan- 
tic's older  Hong  Kong-based  twin) 
were  it  not  for  the  fact  that  Pacific's 
$18  million  in  retained  earnings  would 
create  "quite  a  tax  liability"  for  Sea 
Containers  Inc.  shareholders  receiving 
the  dividend.  One  of  those  share- 
holders is  Jim  Sherwood,  who  owns  a 
20%  position.   ■ 


That's  a  Butler  building? 


Yes,  that  is  a  Butler  building. 

in  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about  beauti- 
ful, time  and  money  saving 


Butler  buildings  and  the  local, 
independent  contractor  who  can 
build  one  for  you,  write  Butler 
Mfg.  Co.,  BMA  Tower,  Dept. 
B-396.  Kansas  City,  Mo.  64141. 
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Little  Pond,  Big  Fish 

On  the  West  Coast,  not  even  Merrill  Lynch 
can  outmuscle  Bateman  Eichler. 


The  regional  brokerage  houses  have 
had  it,  so  everyone  says.  They're  far 
too  small,  and  with  the  shift  to  a  na- 
tional market,  they  won't  have  the 
capital  to  compete.  Only  Willard  G. 
DeCioot  isn't  so  sure. 

DeGroot  is  chairman  of  Los  An- 
geles' Bateman  Eichler,  Hill  Richards, 
which  is  one  of  the  U.S.'  largest  re- 
gional firms  and  one  of  its  strongest 
brokerage  houses.  BEHR  has  never 
had  a  losing  year,  even  in  the  recent 
dark  days  when  retail  houses  were 
closing  by  the  score.  It  has  more  cap- 
ital than  New  York's  Faulkner,  Daw- 
kins  &  Sullivan,  for  example,  and 
much  more  than  the  other  two  big 
western  regionals,  Crowell  Weedon  & 
Co.  and  Sutro  &  Co.  Last  year  it  net- 
ted $L3  million  on  a  very  solid  cap- 
ital base  of  $10  million. 

Following  the  great  paper  crunch 
on  Wall  Street  in  the  late  Sixties, 
many  firms  were  forced  to  merge 
in  order  to  survive.  But  BEHR  did 
its  merging  in  1966,  before  the 
crunch.  As  a  result,  while  others  were 


choking  on  paperwork,  BEHR  ac- 
tually had  excess  back-room  capacity 
and  could  handle  the  volume  easily. 

And  so,  when  others  began  drop- 
ping by  the  wayside,  Bateman  Eidhler 
inherited  a  lot  of  their  customers.  In 
1974  it  picked  up  four  Southern  Cal- 
ifornia offices  of  du  Pont  Walston  for 
a  price  no  greater  than  the  depre- 
ciated value  of  the  furniture  and  fix- 
tures. It  could  easily  have  picked  up 
more,  but  DeGroot's  strategy  has 
been  to  protect  his  solid  base  by  ex- 
panding slowly,  cutting  costs  and 
squirreling  away  profits— enough  to 
build  BEHR's  capital  to  nearly  $12 
million  currently. 

BEHR  has  cannibalized  the  com- 
petition in  more  ways  than  one.  It 
hired  Merrill  Lynch's  West  Coast  re- 
search head,  and  from  Mitchum 
Jones  &  Templeton  got  a  top-flight 
specialist  in  selling  restricted  stocks 
to  institutional  clients. 

Bateman  Eichler,  of  course,  faces 
the  same  worries  as  all  retail  houses, 
including  the  uncertainties  of  the  na- 


tional market  system  mandated  by 
Congress  last  year.  Whatever  system 
is  decided  upon,  DeGroot  is  count- 
ing on  a  combination  of  BEHR's  own 
retail  strength  and  its  membership  in 
Pershing  &  Co.'s  correspondent  net- 
work to  give  him  the  broad  access  to 
markets  he  will  need.  Pershing,  a  bro- 
ker's broker,  has  more  people  on  the 
New,  York  Stock  Exchange  floor  than 
anyone  except  Merrill  Lynch. 

DeGroot's  biggest  worry,  however, 
is  the  banks  that  have  been  moving 
toward  retail  brokerage  and  under- 
writing: "I  can  only  hope  that  Con- 
gress will  have  the  good  judgment 
to  put  us  ph  an  equal  tax  footing.  If 
the  banks  can  get  into  our  markets, 
we  should  have  their  ability  to  set 
aside  tax-free  reserves." 

DeGroot  is  much  less  concerned 
about  BEHR's  position  as  a  smallish 
In  recent  issues  for 
American  Telephone 
&  Telegraph  and  others,  no  one,  not 
even  Meirill  Lynch,  has  distributed 
more  securities  on  the  West  Coast 
than  Bateman  Eichler.  "Because  we 
are  not  national,  our  lines  of  com- 
munication are  shorter  and  less  expen- 
sive," says  DeGroot.  "And  because 
our  capital  is  more  than  adequate  for 
the  area  we  serve,  we  can  compete  on 
the  Coast  with  anyone."  ■ 


regional    firm. 
Southern    Co. 
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"Make  it  beautiful,  craft  it  lovingly,  and  stand  behind  it. 

People  will  love  it." 


A  simple  philosophy.  But  most  effective. 

With  it,  we've  made  the  GMC  MotorHome  something  that 
captures  the  imagination. 

We  made  it  sleek.  We  made  it  low.  We  made  it  so  it 
would  slip  through  the  air  easily  and  handle  responsively. 
We  gave  it  front  wheel  drive.  And  tandem  rear  wheels. 
And  air  suspension.  But  that  wasn't  enough.  We  decided  to 
offer  it  in  a  series  of  special-edition  models.  Each  with  its 
own  special  color.  And  each  with  a  well  thought-out  interior 
decor  that  combines  beauty  with  easy,  pleasant  living. 


Which  in  turn  would  allow  us  to  concentrate  on  the 
thing  we  wanted  most  to  offer  the  buyer:  quality. 

Quality  supported  by  a  nationwide  dealer  network.  One 
stop.  For  everything. 

One  more  thing  we  have  to  offer.  A  handsome  4-color 
catalog  that  goes  into  a  lot  more  detail.  We'll  be  happy  to 
send  one  to  you.  Just  write  GMC  MotorHome  Headquarters- 
Drawer  9600- Dept.  602,  Lansing,  Michigan  48909. 

THE  MOTOR  HOME  FROM  GENERAL  MOTORS  I  GMC 


Why  deal  Kfith  a  small 
computer  company  when 

there  are  so  many 


Never  has  enthusiasm  for  the 
small  business  computer  been 
higher  and  never  has  the  buyer's 
confidence  been  so  uncertain. 

What's  happened?  Manufac- 
turers have  left  the  computer 
business  with  losses  in  the 
multi-millions.  Fear  has  spread 
and  touched  many  solid  com- 
panies. 

The  truth  about  today's  computer 
market  does  not  come  from  the 
headlines,  from  salesmen  or 
"happy"  customers.  It  comes 
from  facts. 


Strength  is  a  fact. 

Here  at  Qantel,  profits  have  in- 
creased each  month  since  July, 
1975. 

Bookings  continue  to  increase. 
A  broad  base  is  being  developed 
not  only  nation-wide,  but  in 
important  international  markets 
such  a6  Australia,  Europe  and 
Mexico.  Qantel  will  ship  over 
250  systems  this  year. 

Qantel  was  founded  in  1969,  a 
pioneer  in  small  business  mini- 
computers. Now,  three  reces- 
sions, two  stock  market  shifts 
and  umpteen  business  ups  and 
downs  later,  we're  still  here, 
growing  stronger  and  looking  to 
the  future. 

The  real  criteria. 

If  you're  looking  for  a  business 


big  ones? 


computer  to  automate  all  your 
accounting  procedures,  the  fol- 
lowing points  are  not  only  vital 
to  you  but  mandatory: 

1.You  must  have  a  high  level 
English-type  programming 
language  that  your  people  can 
learn  to  use. 

2.  You  must  be  able  to  add  mul- 
tiple operator  terminals  to  do 
your  different  jobs  simulta- 
neously. 

3.  You  must  enjoy  system  ex- 
pansion without  language 
changes  or  reprogramming 
difficulties. 

4.  You  must  have  ease  of  oper- 
ation, quick  training  and  a  nor- 
mal environment. 

5.  The  system  you  buy  today 
must  be  able  to  handle  your 
next  five  years  growth. 


Beware  the  Cost  Iceberg. 

With  a  Qantel  system,  your  first 
investment  is  your  last.  Because 
Qantel  is  a  fully  modular  system, 
your  investment  in  startup 
system  design,  programming, 
application  and  training  is  not 
jeopardized  by  future  hardware 
upgrading. 

Conduct  your  own  private  survey 
and  see  how  far  you  can  go  with 
a  small  business  computer  sys- 


tem before  you  run  into  repro- 
gramming or  language  problems. 

Today  Qantel  lets  you  grow  from 
one  to  40  operators — all  the  way 
up  to  640  million  characters  of 
data. 

We've  just  introduced  the  new 
Series  1300 — not  just  an  exten- 
sion of  our  line,  but  a  system  four 
times  faster  than  earlier  models. 
The  Series  1300  is  completely 
compatible  with  all  existing 
Qantel  hardware  and  software. 

Listen  to  a  computer 
for  a  change. 

If  you've  read  this  far,  you're 
hungry  for  information.  We  have 
an  offer  for  you.  Use  our  exclu- 
sive free  information  service.  It's 
called  The  Configurator,  and  it 
tells  you  which  Qantel  computer 
can  do  the  job  best  for  you  and 
all  the  hardware  configurations 
to  expect  for  the  next  five  years. 

Give  us  a  call;  drop  us  a  line,  or 
send  the  coupon.  Once  you  read 
our  material  and  check  out  our 
story,  you  might  just  discover  a 
nice  little  company  you'd  like  to 
do  business  with. 


QANTEL 

Moving  up 


Send  to:  QANTEL  Corporation 
P.O.  Box  3517 
Hayward,  California  94545 

Please  send  me  complete  infor- 
mation on  the  free  configurator 
printout 

NAME 

COMPANY 

ADDRESS 

CITY 


STATE. 
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How  To  Be  Happy  Though  No.  Two 


Dave  Foster  got  tired  of  seeing  Colgate  bloodied  trying  to 
meet  P&G  head-on.  So  he  tried  an  end  run.  It  worked. 


It's  tough  being  No.  Two  in  an  in- 
dustry even  if  you're  a  $3-billion  com- 
pany. Take  Colgate-Palmolive.  It  was 
a  reasonably  well-nin  company  and  it 
was  huge  worldwide,  but  it  always 
has  been  in  the  shadow  of  Procter  & 
Gamble.  Where  P&G's  most  recent 
five-year  return  on  equity  was  18.5% 
(Forbes,  Jan.  1),  Colgate's  was  only 
16.5%.  The  trouble,  as  Dave  Foster 
saw  it,  was  that  Colgate  was  tiying 
too  hard  to  be  another  P&G. 

Since  David  Foster,  now  56,  took 
over  the  blue-carpeted  executive  suite 
at  Colgate's  Manhattan  headquarters 
in  1971,  Colgate's  earnings  per  share 
are  up  94%  (to  $119  million),  vs. 
only  39%  for  P&G  (to  $334  million). 
And  Colgate  now  eains  17.6%  on 
shareholders'  equity,  up  from  11.9% 
in  1971  and  almost  as  much  as  P&G. 
Colgate  didn't  do  it  with  sheer  vol- 
ume: In  fact,  its  five-year  percentage 
sales  gain  was  less  than  P&G's. 

Foster's  real  achievement  was  in 
recognizing  that  in  any  head-on  fight 
in  soap,  detergents  or  toothpastes, 
P&G  was  almost  certain  to  win.  "Our 
greatest  disadvantage  in  the  States," 
he  says,  "is  that  we  don't  have  the 
big  brand  that  can  finance  new  prod- 
ucts. We  have  no  Tide.  No  Ivory 
soap.  No  Crest  toothpaste.  My  prede- 
cessors always  thought  their  research 
and  marketing  experience  would  bring 


them  a  new  product.  They'd  say,  'So 
we  lost  $15  million  on  Cue  tooth- 
paste. All  right,  we'll  get  ourselves  a 
new  fluoride  toothpaste." 

But  that  was  wishful  thinking, 
Foster  says,  when  you're  outsold  $2.50 
to  $1  by  P&G  in  the  supermarket 
and  outspent  $4  to  $1  in  the  research 
lab.  In  the  U.S.,  where  it  now  costs 
$25  million  to  launch  a  new  de- 
tergent, Colgate  cannot  afford  much 
over  $100  million  a  year  for  advertis- 
ing, about  a  third  of  P&G's  total. 

In  The  Family 

Foster  knew  Colgate  almost  from 
the  cradle.  London-bom  (of  Ameri- 
can parents)  and  Cambridge-educat- 
ed (economics),  David  Foster  was 
hired  into  Colgate's  London  office  in 
1946  as  a  ledger  clerk  by  his  father, 
then  head  of  Colgate  in  the  U.K.  By 
1950  young  Foster  was  in  New  York 
as  the  parent  company's  export  sales 
manager.  By  1961  he  was  back  in 
London  as  European  general  man- 
ager. Another  decade  and  he  was 
running  the  whole  company. 

Foster's  strategy  was  simple:  to  buy 
a  passel  of  consumer-goods  compa- 
nies that  would  simultaneously  move 
Colgate  away  from  P&G's  hammer 
blows,  broaden  its  products  in  the  U.S. 
and  provide  a  potential  source  of  new 


products  for  Colgate's  huge  and  thriv- 
ing international  operation. 

Foster  moved  quickly.  In  the  sum- 
mer of  1972,  within  eight  months  of 
taking  charge,  he  outbid  Textron  for 
control  of  Boston-based  Kendall  Co. 
for  $337  million  in  stock,  taking  Col- 
gate into  textiles  and  hospital  prod- 
ucts. In  1973  he  added  Helena  Rub- 
instein cosmetics  for  $144  million  in 
stock.  Then  came  a  slew  of  sporting 
goods  firms— from  Ram  golf  clubs  to 
Bancroft  tennis  rackets.  This  June  he 
took  another  plunge,  trading  $178 
million  in  stock  for  Houston's  Riviana 
Foods  conglomerate— rice  (Carolina, 
River  brands ) ,  frankfurters  ( Hebrew 
National),  candies,  pet  foods  and  a 
Florida  fast-food  chain. 

All  told,  his  acquisitions  should 
yield  o\'er  $800  million  in  U.S.  sales 
this  year— almost  equal  to  Colgate's 
total  U.S.  business  in  1971.  And  the 
same  away-from-soap-and-toiletries 
pattern  is  developing  abroad,  where 
Colgate  claims  it  outsells  P&G  $2  bil- 
lion to  $1.5  billion.  Soaps,  detergents, 
pastes  and  cleansers  now  account  for 
onlv  55%  of  foreign  sales  and  are 
headed  to  30%  by  1980. 

The  outcome:  Five  years  ago  Col- 
gate was  underdog  to  P&G  in  about 
half    its    business.    Today,    in    three- 
fourths  of  its  business,  it  is  either  com- 
fortably placed  against  P&G— as 
in  Latin  American  countries  like 
Venezuela  with  45%  of  the  de- 
tergent market— or  doesn't  face 
it   at   all.    Colgate's   profit   mar- 
gins are  now  over  4%,  vs.  3.4% 
five  years  ago,  and  the  gap  be- 
tween   Colgate    and    P&G,    at 
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Southern  Pacific 
salutes  our  nation's  200th  birthday. 

The"Spirit  of  '76' rides  our  tracks. 


All  during  the  Bicentennial  Year, 
Southern  Pacific  transcontinental 
freight  will  be  moving  out  behind 
several  of  gur  colorful  red,  white, 
blue  and  gold  "Spirit  of  '76" 
locomotives. 

These  diesel  units  symbolize  the 
pride  that  Southern  Pacific  takes  in 
being  an  important  link  in  the 
transportation  system  that  enabled 
America  to  grow  and  prosper  and 


extend  its  boundaries  from  border 
to  border,  from  coast  to  coast. 

They  are  our  way  of  saying  that 
Southern  Pacific  salutes  America's 
achievements  through  the  years, 
and  joins  in  the  celebration  of 
the  nation's  200th  birthday. 

We  hope  to  be  around  for  many 
more  birthdays,  providing  the 
kind  of  efficient,  \aj  f  i    .  ,  1       r        .  i        r     ^ 

economical  Were  maKiHg  tracks  tor  the  future. 


freight  service  that  helped 
America  grow. 

We  have  the  plant-and  the 
people- to  do  the  job.  Because  it's 
a  job  we've  been  doing  for  125  of  the 
200  years  we're  celebrating  in  1976. 


Southern  Pacific. 
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lias  narrowed  sharply.  And 
that,  despite  foreign  currency  fluctua- 
tions that  make  it  necessary,  says  Fos- 
ter, to  "move  \ery  fast  abroad.  To  get 
8%  or  9%  profit  increases,  we  must 
run  at   16%.  Well,  we  are  doing  it." 

To  minimize  its  foreign  exposure, 
Colgate  finances  local  operations  in 
local  currencies.  It  keeps  surplus  cash 
in  dollar  accounts  or  remits  it  to  the 
U.S.  For  example,  in  Argentina,  Col- 
gate's accounts  receivables  are  equal 
to  only  seven  days'  sales.  In  Brazil, 
to  only  27  days.  All  told,  since  1921 
Colgate  has  invested  $20  milfion 
around  the  world  and  sent  $575 
million  back  to  the  U.S.  in  dividends 
and  royalties. 

Foster  moved  just  in  time.  Colgate 
managers  had  always  thought  the  de- 
mand for  their  soaps  and  detergents 
was  recession-resistant,  but  they  were 
wrong.  As  the  recent  recession  deep- 
ened, detergents  and  soaps  abroad 
grew  at  only  4%,  vs.  the  usual  10%. 
U.S.  unit  sales  of  bar  soap  and  de- 
tergents actually  fell  almost  4%,  in  part 
because  prices  were  up  20%.  And  Col- 
gate fared  far  worse  than  P&G.  Col- 
gate's U.S.  sales  were  down  S16  mil- 
lion last  year  despite  its  acquisitions, 
partly  because  Colgate  cut  its  adver- 
tising 15%  to  preserve  its  profit  mar- 
gins, expecting  P&G  to  do  the  same. 
But  P&G  didn't  cut.  Nevertheless.  Col- 


A  Sporting  Affair   — 

Like  other  men.  Chairman  David 
Foster  of  Colgate-Palmolive  loves  to 
mix  business  and  pleasure  if  he  can. 

"It's  hard  for  me  to  justify  the  kind 
of  money  I'm  putting  into  sports,"  says 
Foster,  whose  office  walls  are  lined 
with  colorful,  autographed  pictures  of 
Foster  with  celebrities  like  Billie  Jean 
King,  television's  Dinah  Shore  and 
golf's  Judy  Rankin,  all  snapped  at 
Colgate-sponsored  events.  What  he 
means  is  it's  hard  to  justify  it  in  pre- 
ci.se  dollars  and  cents. 

"On  the  other  hand,"  continues 
Foster,  whose  first  wife  (of  four 
years)  was  squeaky-voiced  Biitish 
movie  star  Glynis  Johns,  "it's  damn 
hard  for  me  to  justify  what  we  spend 
launching  new  products."  Every  third 
one,  he  says,  "goes  down  the  drain," 
taking  big  chunks  of  cash  with  it.  In 
sports,  Colgate  spends  about  $5  mil- 
lion a  year  in  the  U.S.,  and  a  little 
less  abroad,  on  prizes  and  promotions 
for  events  like  the  Colgate-Dinah 
Shore  Winner's  Circle  for  golf  and 
next  month's  Federation  Cup,  the  ten- 
nis tourney  for  international  women's 
teams.  That  makes  Colgate  by  far  the 
biggest  sponsor  of  women's  sports.  As 
in  new  products,  you  can't  put  a  dol- 
lar value  on  one  event,  but  the  over- 


gate's  overall  earnings  held  even, 
thanks  largely  to  Foster's  acquisitions. 

The  huge  detergent  market  is  no 
longer  the  lure  it  once  was.  Outside 
the  Third  World,  soaps  and  deter- 
gents will  not  double  in  volume  in 
the  1970s  as  they  did  in  many  mar- 
kets in  the  1960s.  In  mature  markets 
like  the  U.S.  and  much  of  Europe, 
unit  sales  are  unlikely  to  exceed  the 
rise  in  population. 

"Procter  was  wiser,"  says  Foster. 
"They  saw  the  problem  15  years  ago 
and  made  their  acquisitions  then"— in 
foods  (Duncan  Hines),  coffee  (Fol- 
gers)  and  paper  (Channin).  But 
with  two  differences,  says  Foster. 
First,  P&G's  new  areas  were  capital- 
intensive,  Colgate's  much  less  so, 
which  helps  account  for  Colgate  hav- 
ing only  $1  in  debt  for  every  $9  in 
equity  vs.  P&G's  $1  for  $4.  And  sec- 
ond, where  P&G  has  limited  its  new 
ventures  mainly  to  the  U.S.,  Foster 
is  carrying  his  around  the  world. 

Take  Kendall.  As  acquired,  Kendall 
had  26  different  product  lines  with 
over  15,000  items,  mainly  woven  cot- 
ton from  29  factories  and  mills.  "They 
had  no  sense  of  direction,"  says  Col- 
gate President  Keith  Crane,  the  New 
Zealand-born  industrial  engineer 
who  took  charge  at  Kendall.  "They 
accepted  that  profits  should  go  up  or 
down  in  line  with  cotton  prices." 


all  result  has  been  excellent. 

Foster  says  he  put  Col- 
gate into  sports  to  bury 
"Colgate's  respectable,  rath- 
er Quakerish  image."  But 
probably  a  more  compelling 
factor  was  the  1971  Federal 
Trade  Commission  restriction 
on  cents-ofF  deals  for  con- 
sumer packaged  goods.  Fos- 
ter rightly  figured  supermar- 
kets would  favor  Procter  & 
Gamble  products  over  Col- 
gate's if  they  could  put  few- 
er deals  on  the  shelves.  The 
sporting  events  were  Col- 
gate's way  of  getting  the  ex- 
tra exposure  it  badly  needed. 

Foster's  sporting  affair  certainly 
gets  Colgate  exposure.  On  television. 
Winner's  Circle  ontdraws  both  the 
Masters  and  the  U.S.  Open.  Colgate 
owns  the  show,  in  the-  same  way  it 
owned  the  old  soap  opera  The  Doc- 
tors, and  sells  it  as  a  package  to  ABC 
for  network  presentation.  This  way 
Colgate  pays  considerably  less  for  its 
commercials— about  $14,000  a  min- 
ute, vs.  the  $45,000  ABC  would  nor- 
mally charge— and  so  can  promote 
smaller  products  like  Baggies  and 
Helena  Rubinsti  -n  perfumes  before  a 


Crane  closed  a  cotton  mill,  trimmed 
the  products  to  a  manageable  9,000 
and  concentrated  on  Kendall's  real 
strengths:  in  hospital  products  like 
surgical  dressings;  in  coatings  for  the 
world's  oil  and  gas  pipelines,  where 
Kendall  has  30%  to  40%  of  the  market; 
and  in  Curad  adhesive  bandages, 
which  doubled  their  market  share  (to 
20%)  since  1972  in  the  teeth  of  John- 
son &  Johnson's  Band-Aids. 

*The  big  surprise  is  that  Kendall  is 
giving  P&G  a  run  for  its  money  in  dis- 
posable diapers,  at  least  outside  the 
U.S.  For  years  Kendall  had  struggled 
for  U.S.  market  share  for  its  Curity 
tab  diapers,  and  in  1973  had  ordered 
18  new  machines  with  an  eye  to  go- 
ing national.  Instead  Colgate  sent  the 
machines  to  Australia  (effectively  de- 
terring P&G's  entry  into  that  market) 
and  to  Europe,  where  Kendall,  by 
being  first,  is  so  far  holding  its  own 
against  Pampers. 

In  its  first  three  years  of  Colgate 
management,  Kendall  boosted  profits 
sharply,  to  around  $22  million  on 
roughly  $400  million  sales,  and  Crane 
sees  profits  continuing  to  grow  at  15% 
a  year.  He  adds:  "You  can't  say  that 
about  a  bar  of  soap." 

It's  the  old  story:  If  you  can't  meet 
the  opposition  head-on,  you  end-run 
them.  In  Colgate's  case,  the  tactic 
worked  beautifullv.   ■ 


Suds  'n'  Sports.  Meeting  TV's  Dinah  Shore  and 
golf's  Sandra  Palmer  is  work  for  David  Foster. 

national  audience. 

Control  over  the  show  also  means 
Foster  can  order  commercials  cut 
from  the  last  half  hour,  as  he  did  this 
year:  "We  gave  up  the  spots  to  make 
a  better  show." 

The  depth  of  Foster's  interest  in 
golf  doesn't  surprise  people  at  Col- 
gate. A  couple  of  years  back  the 
greens  weren't  playing  well  at  Mis- 
sion Hills  Country  Club,  the  silc  for 
Winner's  Circle,  outside  Palm  Springs. 
Foster  calmly  signed  a  $5.5-milIi()n 
check  -SO  Colgate  could  buy  the  club 
and  he  could  supei-vise  its  upkeep. 


38 


FORBES.  JULY  15,  1976 


General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


The  potential  uses 

for  the  phone  wires 

coming  into  your  home 

go  far  beyond  a  simple 

phone  call. 

Let's  say  you're  away  from 
home  and  a  fire  breaks  out.  Or 
someone  breaks  in.  Your  phone 
wires  automatically  summon  the 
firemen  or  police. 

Or  maybe  you  need  to  get 
money  from  your  bank  account 
into  your  stockbroker's  bank  ac- 
count .  Instantly.  Your  phone 
wires  put  you  in  touch  with  a 
centralized  computer,  and  it's 
done.  Instantly. 

You  never  have  to  let  an- 
other meter-reader  into  your 
home.  Because  the  utility  com- 
pany calls  up  your  meter,  direct, 
and  gets  the  figures.  And  you  never 
have  to  go  out  for  another  news- 
paper. Because  your  phone  wires 
have  it  printed  in  your  home. 
Photographs  and  all. 
Science  fiction? 

Science,  yes.  Fiction,  no.  Be- 
cause we're  working  to  make  it  all 
come  true. 
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32  of  the  50  states  in- 
creased workers^  compensa- 
tion benefits  during  1975, 
generally  at  correspondingly 
higher  cost  to  employers*  A 
bill  now  in  Congress  establish- 
ing Federal  standards  for 
state  compensation  programs 
would  increase  benefits  and 
costs  still  further* 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives* 


The  cost  of  workers'  compensation,  the  nation's  old- 
est form  of  social  insurance,  has  increased  greatly  in 
recent  years— the  result  of  inflationary  pressures  on 
claims,  and  of  expanded  coverage  and  increased  benefits 
in  the  programs  of  the  individual  states. 

Proposed  legislation  calling  for  Federal  standards 
would  add  further  to  the  cost  of  the  system,  which  has 
been  administered  at  the  state  level  since  the  first  com- 
pensation plans  were  enacted  in  the  early  1900s. 

The  Williams-Javits  Bill  (#2018)  now  in  Congress 
would  require  all  states  to  conform  to  specific  standards 
as  to  the  coverage  of  workers  and  the  benefits  to  which 
they  or  their  survivors  are  entitled  in  case  of  job-related 
death  or  disability.  The  result  would  be  increased  cover- 
age and  benefits,  since  most  state  standards  would  have 
to  be  revised  upward,  some  drastically. 

The  cost  of  compensation  programs— borne  entirely 
by  employers —would  soar,  perhaps  even  tripling  or  quad- 
rupling on  a  national  basis,  although  estimates  are  dif- 


ficult to  arrive  at  until  analyses  of  the  bill's  final  pro- 
visions are  completed. 

The  impact  of  this  pending  legislation  is  already  be- 
ing felt,  as  the  various  state  legislatures  continue  to  enact 
an  unprecedented  number  of  changes  in  their  com- 
pensation laws  to  bring  them  more  in  conformity  with 
proposed  Federal  standards.  (In  1975  alone,  32  states 
increased  workers'  compensation  benefits.)  Advocates 
of  the  existing  system  point  to  rapid  progress  at  the  state 
level  as  making  Federal  intervention  unnecessary.  Sup- 
porters of  the  Williams-Javits  Bill  contend  that  the  prog- 
ress to  date  is  insufficient. 

Proposed  new  standards 

Major  standards  which  would  be  establishcxl  by  the 
Williams-Javits  Bill  as  currently  proposed  include: 

•  Universal  coverage  with  no  exclusion  for  small 
employers  or  type  of  employment  except  in  cases  where 
other  Federal  law  is  already  applicable.  Some  12  million 
of  the  nation's  85  million  workers  are  not  now  covertxi, 
including  many  low-income  farm  and  household 


Tipensation 


workers. 

•  A  guarantee  in  most  cases  of  weekly  death  or  total 
disability  benefits  of  at  least  two-thirds  of  an  employees 
average  weekly  wage. 

•  Minimum  total  disability  benefits  of  half  the  aver- 
age weekly  wage  in  each  individual  state,  or  the  workers 
actual  average  weekly  wage,  whichever  is  less. 

•  Minimum  death  benefits  of  not  less  than  half  the 
average  weekly  wage  in  each  state. 

•  Elimifiates  time  and  dollar  ceilings  on  the  amount 
of  compensation  for  death  or  total  disability,  and  on  the 
type  or  extent  of  necessary  medical  and  rehabilitation 
services. 

Holding  down  premium  increases 

Should  the  bill  become  law,  already  escalating 
workers'  compensation  premiums  paid  by  employers 
will  undoubtedly  rise  still  further  in  proportion  to  the 
higher  level  of  benefits  payable. 

In  these  circumstances,  measures  to  reduce  both  the 
frequency  and  severity  of  job-related  disabilities  will  "be 


even  more  important  in  holding  down  premium  costs. 

An  important  step  in  this  direction  is  a  complete  re- 
view of  a  firm's  safety  measures  now  in  effect,  looking 
toward  a  comprehensive  safety  program  with  the  elimi- 
nation of  needless  hazards.  Such  a  survey  can  be  made 
by  insurance  companies  and  their  agents  or  brokers,  or 
by  outside  organizations  specializing  in  loss  control  and 
prevention  services. 

Another  way  of  reducing  workers'  compensation 
costs  is  through  the  use  of  medical  management  services 
to  speed  the  return  of  disabled  employees  to  employ- 
ment. A  shortening  of  the  periods  of  disability  can  mean 
substantial  reductions  in  disability  payments  and 
medical  costs. 

Insurance  companies  themselves  are  an  important 
source  of  loss  control  and  rehabilitation  services, 
although  not  all  provide  them  to  their  policyholders  to 
the  same  degree.  In  selecting  an  insurance  company, 
employers  can  turn  to  their  independent  insurance  agent 
or  broker  to  determine  how  best  to  obtain  such  services. 

For  a  fuller  discussion  of  workers'  compensation 
from  an  objective  standpoint,  INA  has  prepared  a  book- 
let entitled,  "Workers'  Compensation :  Some  Professional 
Considerations!'  Copies  may  be  requested  by  writing 
INA  Corporation,    1600  Arch  Street,   Philadelphia, 

Pa.  19101. 

*        *        * 

The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall,  Philadelphia,  in  1792. 
Today  INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  casualty 
insurance,  marine  insurance,  life  insurance,  reinsurance 
and  risk  management  services. 

INA  insurance  products  and  services  are  made  avail- 
able through  selected  independent  agents  and  brokers— 
professionals  with  a  comprehensive  knowledge  of  in- 
surance needs  and  solutions. 


Insurance  Professionals 


Keep  *Em  Laughing 

Playwright  millionaire  Neil  Simon 
had  made  himself  a  one-man 
entertainment  conglomerate. 

Neil  Simon,  author  of  such  Broad- 
way hits  as  The  Odd  Couple,  Plaza 
Suite  and  the  newly  opened  Califor- 
nia  Suite,  lias  probably  earned  more 
money  in  his  lifetime  than  any  other 
playwright  in  histoiy.  Nine  of  his 
plays  have  grossed  at  least  $2  million 
worldwide.  The  trade  paper  Variety 
at  one  time  estimated  his  annual  in- 
come from  all  sources  at  $3  million. 
Estimates  of  the  assets  he  has  ac- 
cumulated since  he  broke  into  show 
biz  at  19  range  into  many  millions. 

Not  all  those  riches  are  from  plays. 
Simon,  49,  is  a  one-man  entertain- 
ment conglomerate.  He  writes  TV 
specials.  He  writes  screenplays;  in 
one  deal  the  movies  paid  him  $1 
million  for  the  outline  of  The  Odd 
Couple,  before  a  word  was  on  paper. 
He  writes  librettos  for  smash  musi- 
cals like  Promises,  Promises.  The  mu- 
sicals get  made  into  record  albums, 
on  which  Simon  earns  royalties. 
Stock  and  amateur  companies  are  so 
eager  to  perform  his  repertory  of  pop 
comedies  that  his  yearly  income  from 
that  source  alone  is  an  estimated 
$150,000. 

E\  en  in  Los  Angeles,  where  he  now 
lives,  Simon  works  hard  for  his  mon- 
ey. He  has  written  a  show  a  year  for 
15  years.  He  starts  in  on  his  next 
play  almost  before  the  opening  night 
laughter  has  died  down  from  his  last 
one.  He  also  works  smart.  After  a 
string  of  Broadway  hits,  he  started 
using  profits  from  his  plays  as  the 
only  source  of  financing  for  subse- 
quent ones.  Having  no  backers  to 
divvy  up  with,  Simon  rakes  in  up  to 
80%  of  his  plays'  profits.  His  pro- 
ducer usually  gets  a  15%  sei-vice  fee- 
but  it  would  be  much  larger  if  the 
producer  had  to  round  up  financing. 

And  Simon's  plays  reach  profit- 
ability quickly,  not  only  because 
they're  box  office  boffo,  but  because 
of  low  costs  going  in.  Since  Simon's 
plays  invariably  involve  a  small  cast 
and  a  single  set,  his  initial  produc- 
tion costs  have  never  exceeded 
$250,000.  Further,  Simon  puts  his 
plays  into  the  Bioadway  theater  he 
owns,  the  Eugene  O'Neill,  and  col- 
lects the  landlord's  cut.  On  those  rare 
occasions  when  he  has  nothing  of  his 
own  to  showcase,  he  rents  the  place 
to  the  competition. 

Simon  currently  has  a  hot  movie, 
Murder  hxj  Death,  in  release,  as  well 
as  his  new  play,  California  Suite,  SRO 


Simon's  World:  The  O'Neill,  the  Simons,  comics 
Jack  Lemmon,  George  Burns,  Walter  Matthau. 


at  the  O'Neill.  Suite  cost  $150,000 
to  produce,  all  of  which  reportedly 
was  recouped  during  its  Los  Angeles 
tiyout.  Simon  stands  to  net  an  easy 
$20,000  weekly  from  its  Broadway 
run,  plus  about  $8,000  in  author's 
royalties.  If  the  play  lasts  even  a 
year— standard  for  a  Simon  smash— 
he'll  clear  over  $1  million.  It  has  al- 
ready been  sold  to  the  movies;  road- 
show royalties  are  still  to  come. 

Financially,  Simon  seems  to  have 
almost  everything  going  for  him. 
When  a  play  is  sold  to  the  movies, 
he  participates  in  the  take  as  both 
author  and  sole  owner  of  the  prop- 
erty. If  he  misses  in  one  media,  he 
can  make  it  up  in  another.  Sunshine 
Boys  was  only  a  moderate  Broadway 
success,  but  a  solid  hit  as  a  movie. 
Simon  gets  continuing  royalty  income 
from    foreign    productions    and    road 


companies.  Even  when  the  O'Neill  is 
dark,  it  serves  as  a  tax  write-off  for 
Simon,  who  obviously  can  use  all  the 
tax  deductions  he  can  get. 

Not  known  for  his  sense  of  humor 
outside  the  theater,  Simon  is  certain- 
ly humorless  when  it  comes  to  talking 
about  his  wealth.  He  refuses  to  do  so, 
claiming  that  to  focus  on  his  mone- 
tary success  detracts  from  his  work. 
Says  a  friend:  "He  thinks  it  makes 
him  seem  like  a  money  machine." 

That  other  well-known  playwright, 
William  Shakespeare,  apparently  suf- 
fered no  such  conflict  between  art  and 
commerce.  It  was  no  secret  that  he 
wrote  in  order  to  keep  a  thatched 
roof  over  his  head.  His  ambition  was 
to  get  rich  enough  at  it  to  afl^ord  one 
of  the  biggest  houses  in  Stratford-on- 
Avon.  It  took  him  38  plays,  but  he 
made  it.   ■ 
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Cameron^s  Christmas  Trees 

They  are  bearing  golden  ornaments  these  days. 


A  TRIMLY  HANDSOME  MAN  of  53,  An- 
thony J. A.  Bryan  literally  married  the 
boss's  daughter  at  Houston's  Camer- 
on Iron  Works  Corp.  But  he  never 
worked  there  until  he  was  called  in 
1973  (from  heading  Monsanto's  in- 
ternational operations)  to  run  the 
then-troubled  oil  technology  compa- 
ny; his  wife's  family  controlled  half 
the  stock  in  the  company  that  her 
father,  the  late  James  S.  Abercrombie, 
had  founded  in  1920. 

Cameron,  its  name  notwithstand- 
ing, is  in  the  oil  equipment  business. 
Along  with  control  systems  for  pipe- 
lines and  refineries,  it  is  famous  for 
its  "Christmas  Trees"— complex  valve 
systems  that  must  not  leak  despite 
enormous  pressures  while  directing 
the  flow  of  oil  from  wellheads. 

Cameron  was  in  trouble  because, 
misjudging  the  future  of  oil  drilling 
and  production,  it  had  made  a  ma- 
jor effort  to  diversify  into  aerospace 
technology.  Bryan's  predecessor,  a 
brilliant  engineer  named  Herbert  Al- 
len, had  spent  heavily  to  get  into 
aerospace.  But  aerospace  was  declin- 


ing. Meanwhile,  Cameron  had  ne- 
glected   its    oil    equipment    business. 

Suddenly  came  the  quadrupling  in 
the  price  of  oil,  and  Cameron  couldn't 
keep  up  with  the  demand  for  oil 
equipment.  "Delivery,"  says  Bryan, 
"was  awful— it  was  set  for  the  last 
day  a  customer  could  do  without  the 
product."  Cameron  was  heavily  in 
debt  from  its  misdirected  expansion 
into  aerospace  and  from  the  cost  of 
building  a  sheet-rolling  mill  too  small 
to  compete.  Bryan  took  a  deep  breath 
and  expanded  anyhow.  Using  more 
borrowed  money,  he  launched  a 
three-year,  $150-million  plant  build- 
ing program,  financed  with  $50  mil- 
lion of  expensive  10.7%  money  from 
Prudential  Insurance.  "We  took  a  de- 
liberate risk  leveraging  ourselves  even 
further,"  he  says.  "We  needed  two 
good  years  to  get  back  to  a  reasonable 
debt-to-equity  ratio." 

The  gamble  paid.  Cameron  had 
three  good  years.  From  $168  million 
in  1973,  its  sales  jumped  to  around 
$420  million  in  the  fiscal  year  just 
ended  June  30.  Estimated  return  on 


equity  hit  28%,  net  on  sales  11%.  Eq- 
uity capital,  helped  by  plowed-back 
earnings,  doubled  to  $190  million, 
and  debt  fell  to  $102  million. 

At  the  moment,  Cameron  is  ex- 
periencing something  of  a  lull.  After 
.selling  $100  million  worth  of  pipe- 
line valves  to  the  Russians,  Cameron 
lost  a  big  follow-up  Soviet  order  to 
low-bidding  Japanese  competitors. 
But,  says  Bryan,  "We  look  at  future 
projections  of  pipelines,  and  are  con- 
vinced there  is  not  enough  valve 
capacity."  Nor  is  Cameron  making 
the  mistake  of  thinking  that  oil  drill- 
ing is  an  unpromising  business  this 
time.  Bryan  is  expanding  again;  capi- 
tal spending  for  1976-1977  will  reach 
record  levels. 

At  a  recent  over-the-counter  price 
of  $140  a  share,  Cameron  sells  at 
only  seven  times  fiscal  1976  earnings. 
But  Bryan,  a  shrewd  man,  is  un- 
concerned about  his  low  multiple. 
"We  are  thinking  in  terms  of  position- 
ing ourselves  for  the  next  20  years," 
he  says  confidently.  When  you  rep- 
resent half  the  stock  in  the  company, 
that's  the  way  you  think— and  act: 
You  don't  woriy  much  about  the  next 
quarter;  you  concentrate  on  the  long 
pull.  And  who  can  blame  Tony  Bryan 
when  the  long  pull  is  as  attractive 
as  it  is  for  Cameron?  ■ 


Soaping  It  Rich 


Weep  for  Mary  Hartman^  but  not  for  Norman  Roseman. 


Carol  Burnett  sends  him  fan  let- 
ters. So  does  the  mayor  of  New  York.. 
A  million  housewives  buy  his  maga- 
zine. Soap  Opera  Digest,  every  month 
to  read  of  the  goings-on  of  their 
favorite  soap  opera  characters. 

Soap  Opera  Digest  is  the  brain- 
child of  Norman  Roseman,  48,  a 
marketing  man  for  25  years  who  had 
never  published  a  magazine  before. 
It  was  a  hit  almost  from  Day  One. 
The  14  daytime  soaps  now  on  the  air 
have  soijie  30  million  viewers.  Aim- 
ing sq^arely  at  these  fans.  Digest 
claims  to  have  hit  a  press  run  of  over 
a  million  copies  a  month  in  the  nine 
months  since  its  appearance. 

Unlike  most  new  publications,  it  is 
already  in  the  black.  With  its  sum- 
maries of  the  soaps'  complex  plot 
twists  and  behind-the-scenes  glimpses 
of  the  stacs,  Digest  seems  headed  for 
the  happiness  that  ever  eludes  the 
characters   on   the   shows   it   surveys. 

Roseman's  timing  couldn't  have 
been  better.  Fueled  by  Norman  Lear's 
soap  parody,  Mary  Hartman,  Mary 
Hartman,  these  death-in-the-after- 
noon  dramas  are  enjoying  the  atten- 

FORBES,  JULY  15,  1976 


Publisher  Norman  Roseman 

47 


1 


It's  easy  to  see 
why  Ferro's  growing.. 


Total  Sales 
Chemical  Group 


Pre-Tax  Income 
Chemical  Group 
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just  look  around  you. 


Specialty  chemicals  have  been  Ferro's  fastest  growing  product 
line.  In  1971  they  accounted  for  12.0%  of  sales  ...  in  1975,  15.2%. 
In  1971  they  represented  6.3%  of  pre-tax  income  ...  in  1975, 
18.8%.  And  Ferro's  broadened  technology  has  widened  markets: 
preservatives  for  cosmetics  and  pharmaceuticals,  plastic  and 
industrial  lubricant  additives,  paper  chemicals  and  more.  They're 
in  products  you  see  and  use  every  day.  Ferro  growth  has  been 
national  and  international,  in  specialty  materials:  coatings,  colors, 
ceramics  and  specialty  chemicals  used  in  pleasure  boats, 
luggage,  stereo  sets,  glass  and  plastic  products  of  all  kinds.  Just 
look  around  you.  What  you  can't  see  is  how  Ferro's  acquisitions, 
particularly  in  the  field  of  specialty  chemicals,  have  helped  Ferro 
grow  profitably.  You  can  read  about  it  in  Ferro's  1975  Annual 
Report.  For  your  copy,  write:  Department  F,  Ferro  Corporation, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 
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tion  not  only  of  housewives,  who 
have  traditionally  comprised  the  bulk 
of  the  viewing  audience,  but  teen- 
agers, college  students  and  intellec- 
tuals as  well.  Soaps  now  outnumber 
game  shows  during  daytime  viewing 
hours,  and  several  of  the  more  pop- 
ular shows  have  moved  to  an  hour 
format  to  satisfy  viewer  hunger  for 
more  misery  and  mayhem.  Why  the 
sudden  surge?  Why  the  sudden  pop- 
ularity of  mood  rings  and  pet  rocks? 
Roseman  says  that  before  publish- 
ing Digest  he  never  watched  soaps 
unless  he  was  sick  at  home.  He  still 
rarely  watches.  A  permanent  staff  of 
three  writers  monitors  every  show  on 
TV  sets  that  are  hooked  up  to  video- 
tape recorders  for  instant  replay  of 
how  the  world  turned  yesterday.  Six 
paid  home  viewers  also  watch  reli- 
giously and  send  in  their  notes  just  in 
case  a  fuse  should  blow  or  a  writer 
comes  down  with  the  flu  on  the  day 
some  soap  character  has  an  abortion, 
develops  amnesia  or  leaves  her  fifth 
husband  for  his  stepbrother. 

Ad  Targets 

The  results  are  packed  into  120 
TV  Guide-sized  pages  of  perishable, 
albeit  hair-raising,  prose.  Sold  on 
newsstands  at  60  cents  and  by  sub- 
scription for  $6.85,  Digest  brings  in 
maybe  $380,000  a  month,  of  which 
Roseman  can  expect  to  bring  around 
20%  down  to  pretax  net— perhaps 
$925,000  a  year— once  he  gets  his 
new  venture  rolling.  But  Roseman  has 
set  his  sights  higher  than  that.  The 
big  money  in  magazine  publishing  is 
not  so  much  in  circulation— though 
nobody  discounts  it— as  in  advertising; 
and  having  hitched  his  star  to  TV 
Guide's  highly  successful  format, 
Roseman  hopes  soon  to  share  its  ad- 
vertisers as  well  as  the  same  racks  at 
supermarket  counters. 

"Book  club  inserts,  anything  that 
goes  in  TV  Guide  belongs  with  us," 
he  argues.  TV  Guide's  advertising 
revenues  topped  $127  million  last 
year,  so  Roseman  has  quite  a  target 
to  aim  at.  He  hopes  that  the  rather 
Good  Housekeeping  tone  of  the  mag- 
azine will  soon  win  over  the  big  ad- 
vertisers. "In  our  gossip  columns,  we 
try  to  leave  the  garbage  out,  like  who 
punched  who  at  what  party,"  Rose- 
man says.  "We're  also  not  interested 
in  advertising  from  bust  developers." 

Roseman  has  plans  to  introduce 
coxerage  of  game  shows  in  upcom- 
ing issues,  which  would  add  another 
20  million  game-show  viewers  to  his 
list  of  potential  buyers.  But  Roseman 
had  better  move  fast.  The  soaps  could 
fade  as  fast  as  they  foamed,  lca\ing 
the  tube  to  some  newer  fad  and  leav- 
ing Roseman  without  readers— to  say 
nothing  of  advertisers.   ■ 
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Nobody  likes  to  bite  the  bullet. 


If  you  ran  your  business  the  way 
some  hospitals  run  theirs,  you'd  be  in 
trouble.  Which  is  exactly  what's  hap- 
p)ening  to  meiny  good  hospitals.  As  a 
hospital  board  member  consulteint.  or 
F>atient,  you've  got  to  face  facts:  a 
hospital  is  as  much  a  business  as  a 
social  institution. 

Some  hospitals  provide  both  qudity 
care  as\A  earnings.  They  have  to.  As  part 
of  investor-owned  meinagement 
compeinies,  they  are  profit  centers. 

in  the  past  20  yeeu-s.  Americeui 


Mediced  International,  the  original 
investor-owned  hospital  management 
comp2iny.  has  created  management 
progreuTvs  as\d  ojjerational  controls  to 
ensure  profitability.  Today  AMI  manages 
over  50  hospitals.  AMI  programs  control 
more  thein  $250  million  in  euinual 
hospital  revenues  world  wide. 

As  the  management  services  division 
of  AMI.  PROFESSIONAL  HOSPITAL 
SERVICERS  is  assisting  the  management 
of  120  leirge  eind  small  hospitals  to 
utilize  these  proven  programs  in  the 


administration  of  their  own  facilities. 

The  PHS  program  allows  the 
hospital  to  contract  for  management 
services  it  needs,  without  having  to 
take  on  those  it  doesn't.  The  last  thing 
to  consider  is  a  totcil  management 
system. 

If  you  have  responsibility  for  a 
hospital  in  your  community,  cind  wish 
more  information  on  PHS,  direct  your 
inquiries  to  Robert  J.  Seimsel,  Vice 
President.  We'll  help  you  make  good 
health  care  good  business. 


PROFESSIDHHL^JIOSPITIIL  SERVICES 

a  division  of  ^^^Hi  ^■■V  © 
AMERICAN  MEDICAL  INTERNATIONAL,  INC.  •  414  NORTH  CAMDEN  DRIVE,  BEVERLY  HILLS,  CALIFORNIA  90210  •  (213)278-4020 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

NEW  ISSUE  June  30, 1976 


2,000,000  Shares 

mestern  union  ^ 


The  Western  Union  Telegraph  Company 


1014%  Cumulative  Preferred  Shares 

(Class  A,  $25  Stated  Value) 


Price  $25  Per  Share 

plus  accrued  dividends,  if  any,  from  July  7, 1976 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc. 
Bache  Halsey  Stuart  Inc.         The  First  Boston  Corporation         BIyth  Eastman  Dillon  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc.  Drexel  Burnham  &  Co.  Goldman,  Sachs  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes         Kidder,  Peabody  &  Co.         Lazard  Freres  &  Co. 

Incorporated  Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc.  Salomon  Brothers 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc.  White,  Weld  &  Co. 

Incorporated  Incorporated 

Dean  Witter  &  Co.  Shearson  Hayden  Stone  Inc. 

Incorporated 

Spencer  Trask  &  Co.  Warburg  Paribas  Becker  Inc. 

Incorporated 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

NEW  ISSUES  ^<  June  24, 1976 

$90,000,000 

MeTRO-GOLDWYN-MAYGR  INC. 


$40,000,000 
9%%  Senior  Sinl<ing  Fund  Notes  Due  1986 

Price  100% 

plus  accrued  interest,  if  any,  from  June  30, 1976 


$50,000,000 
10'/2%  Senior  Sinking  Fund  Debentures  Due  1996 


Price  100% 

plus  accrued  interest,  if  any,  from  June  30, 1976 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in 
which  this  announcement  is  circulated  only  from  such  of  the 
undersigned  as  may  legally  offer  these  securities  in  such  State. 


E.  F.  Hutton  &  Company  Inc. 
Bache  Halsey  Stuart  Inc.  BIyth  Eastman  Dillon  &  Co.  Donaldson,  Lufkin  &  Jenrette 

Incorporated  Securities  Corporation 

Drexel  Burnham  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes  Lehman  Brothers 

•Incorporated  Incorporated  Incorporated 

Loeb,  Rhoades  &  Co.    Paine,  Webber,  Jackson  &  Curtis    Smith  Barney,  Harris  Upham  &  Co. 

Incorporated  Incorporated 

Wertheim&Co.,lnc.    Dean  Witter  &  Co.    Bear,  Stearns  &  Co.    Warburg  Paribas  Becker  Inc. 

Incorporated 


Second  Thoughts 

Norway  is  finding  that  the  good  life 

costs  money.  It's  having  second  thoughts  about 

going  slow  in  developing  its  oil. 


Of  the  world's  potentially  prosperous 
oil  nations,  Norway  alone  has  encour- 
aged the  belief  it  really  didn't  need 
the  oil,  and  almost  didn't  want  it. 
Its  famed  shipbuilding  and  shipping, 
plus  fishing,  give  it  a  high  enough 
living  standard,  thank  you. 

You  find  less  of  that  kind  of  talk 
in  Norway  today,  and  more  urgency 
to  develop  the  oil  now.  It  has  become 
clear  that  delay  costs  money,  and  the 
oil  is  already  expensive  enough. 

Norv/ay  boasts  the  world's  largest 
offshore  field  outside  Saudi  Arabia— 
Statfjord,  with  3.6  billion  barrels. 
Statfjord  will  be  produced,  of  course, 
but  its  break-even  cost  is  high— near 
to  $5  a  barrel.  If  world  oil  were  to 
drop  to  $8— unlikely  perhaps,  but  not 
unthinkable— further  development  in 
the  North  Sea  would  be  unattractive. 
The  two  oil  fields  now  being  devel- 
oped (only  one  is  yet  producing) 
would   become    a    kind    of    historical 


accident,  with  output  peaking  in 
1983-84  and  then  slowly  declining. 

Meanwhile,  Norway  has  been  liv- 
ing above  its  means.  It  has  been  bor- 
rowing money  abroad  in  recent  years, 
partly  to  support  the  recession-hit 
shipping  and  shipbuilding  industries. 
It  now  owes  $9  billion,  vs.  a  gross 
national  product  of  $26.6  billion.  It  is 
almost  sure  to  run  a  balance-of-pay- 
ments  deficit  at  least  through  1980: 
The  first  surpluses  from  oil  are  not 
expected,  says  Kjell  Mathisen  of  the 
Ministry  of  Finance,  "until  1981  or 
1982."  And  lenders  to  Norway,  while 
not  saying  no  to  a  future  billionaire, 
are  getting  nervous  about  possible 
further  delays  in  the  climatically  and 
geologically  difficult  North  Sea. 

The  same  problems  have  plagued 
Britain's  North  Sea  development. 
British  Petroleum's  big  Forties  field  is 
now  costing  over  $1.4  billion  to  com- 
plete, more  than  double  the  original 


estimates.  But  at  least  Britain  moved 
fast.  Spurred  by  its  population  needs 
and  limping  economy,  the  British  or- 
dered equipment  earlier  and  at  low- 
er prices.  For  example,  the  concrete 
production  platform  for  Mobil's  Beryl 
field  in  the  British  sector  of  the  North 
Sea  is  costing  just  over  $300  million. 
A  slightly  larger  platform  for  Stat- 
fjord from  the  same  Norwegian  man- 
jifacturers  is  costing  $700  million. 

To  avoid  delay  on  the  other  pro- 
duction platforms  for  Statfjord,  Min- 
ister of  Industry  Bjartmar  Gjerde 
hustled  the  Storting  (parHament) 
into  approving  the  plans  for  platforms 
Two  and  Three  before  the  summer 
recess  in  mid-June.  Why  is  parlia- 
ment debating  operational  oil  plans? 
That's  how  things  are  done  in  Nor- 
way, a  country  of  4  million  souls  that 
resembles  in  shape  and  is  four-fifths 
the  size  of  California  (population:  21 
million). 

Norway  did  not  just  set  up  a  state 
oil  company,  called  Statoil,  to  own  at 
least  50%  of  its  offshore  fields.  To 
ensure  that  Statoil  did  not  grow  into 
a  menacing  monster  like  Italy's  ENI, 
Norway's  politicians  set  it  up  so  that 
all  oil  policy  decisions  are  made  in 
the  Storting  and  all  Statoil  financing 
comes  from  the  government. 

Norway  is  virtually  free  of  the  pol- 
lution, crime  and  crowding  that  beset 
most  industrial  countries.  There  is  lit- 
tle poverty:  The  average  blue-collar 
worker  earns  $10,000  a  year— usually 
enough  to  support  a  country  cot- 
tage and  a  small  boat  for  use  on 
one  of  Norway's  vast  network  of  lakes 
and  waterways.  This  comfortable 
prosperity  explains  the  country's  orig- 
inal decision  to  go  slow  on  oil:  There 
was  a  fear  that  too  much  affluence 
would  disturb  Norway's  peaceful 
backwater.  In  1972  Norwegian  voters 
rejected  membership  in  the  Common 
Market;  a  coalition  of  the  rural  North, 
the  far  left  and  students  defeated  the 
establishment,  which  wanted  to  join 
the  Market.  The  young,  the  rurals 
and  the  radicals  were  saying:  We  like 
things  the  way  they  are. 

But  this  attitude  is  slowly  losing 
out.  Norway,  where  unemployment 
was  almost  unknown,  now  has  1.5% 
unemployment,  and  young  people 
coming  out  of  school  have  increasing 
difficulty  finding  jobs.  Norway's  fierce- 
ly free-enterprise  shipowners  and 
shipbuilders  have  done  a  superb  job 
of  coping  with  Japanese  and  other 
foreign  competition,  but  they  have 
gotten  into  trouble  in  the  current 
tanker  glut  because,  paradoxically, 
they  built  more  specialized  heavy 
drilling  rigs  than  the  North  Sea 
market  can  take.  The  Labor  party, 
which  rules  in  a  shaky  coalition  with 
far-left  splinter  groups,  may  well  fall 
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INTERNATIONAL 
LOANS 


Before  you  make  a  major 
international  banking  decision, 
woul(hi't  it  be  prudent  to  talk  to 
a  Swiss  banker? 

In  financial  matters  it  always  pays  to 
consult  a  specialist. 

When  you  call  the  Swiss  Bank  Corpora- 
tion you'll  be  put  in  contact  with  a  specialist 
in  your  area  of  concern.  His  advice  and  infor- 
matioTi  are  backed  by  a  worldwide  network 
of  experienced  bankers. 

So  pick  up  the  phone  and  give  us  a  call. 
When  it  comes  to  matters  of  international 
finance . . .  even  other  banks  do. 

SWISS  BANK 
CORPORATION 

,8^^       The  international  specialists 

With  branches  in  New  York  (212)  791-2777,  Chicago  (312)  346-0360  and  San  Francisco  (415)  434-2640. 
Representative  offices  in  Los  Angeles  (213)  489-5900  and  Houston  (713)  223-5160. 
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to  a  conservative  coalition  in  the  1977 
elections.  Faced  with  this  situation, 
the  Labor  government  has  suddenly 
started  thinking  oil. 

The  government's  new  plans  in- 
volve some  very  expensive  work,  such 
as  a  pipeline  to  bring  Statfjord's  oil 
into  Norway— now  an  impossible 
technical  feat  because  of  the  1,000- 
foot-deep  trench  that  skirts  the  coun- 
try's coastline.  (The  oil  companies 
owning  the  private  50%  of  Statfjord 
aren't  eager  to  try,  saying  it  would 
add  $1  billion  to  the  preproduction 
investment  cost  of  the  field.)  But  if 
oil  can  be  found  in  promising  geo- 
logical structures  closer  to  shore,  a 
pipeline  could  be  built  to  a  trans- 
shipment plant  or  to  the  nucleus  of 
a  petrochemical  industry. 

The  government  is  also  suddenly 
eager  for  a  $1.5-billion-to-$2.5-billion 
gas  pipeline  linking  the  gas  fields  in 
the  Norwegian  sector  to  Britain,  Den- 
mark or  Germany.  And  finally,  it 
plans  the  first  drilling  off  northern 
Norway  in  1978,  with  development 
hoped  for  in  the  1980s.  The  result- 
ing industry  would  be  based  in  Nor- 


way's far  north,  now  almost  devoid  of 
population  compared  with  the  Soviet 
Union's  neighboring  Kola  Peninsula. 

Norway  has  spent  nearly  a  decade 
arguing  over  how  to  avoid  disrup- 
tion to  its  society  by  an  oil  boom, 
how  to  curb  the  power  of  the  inter- 
national oil  companies  it  had  to  bring 
in  to  develop  the  oil.  Suddenly,  it 
faces  the  prospect  that  it  may  not 
have  any  oil  boom  unless  it  moves 
fast.  Suddenly  it  reaHzes  that  stand- 
ing still  economically  is  dangerous.  So 
now  there  is  a  rising  impatience  with 
"intellectual  games"  among  the  hard- 
headed  Norwegians  and  a  frank  ad- 
mission that  Norway  wants  and  needs 
the  oil  developed.  "The  reason  we 
license  only  the  oil  majors  to  work  in 
the  North  Sea,"  says  Karl-Edwin 
Manshaus,  deputy  director  for  oil  in 
the  Ministry  for  Industry,  "is  that 
they  have  the  technical  and  financial 
capability  to  get  the  job  done." 

In  .short,  the  Norwegians  have 
learned  that  isolationism  and  the  sim- 
ple life  are  costly  luxuries— something 


Affluence  vs.  Austerity.  Faced  with 
the  choice  between  conserving  its  oil 
and  continuing  to  lead  the  good 


everybody  says  he  wants,  but  nobody      jj^^   home-owning,  boat-owning  Nor- 
wants  to  pay  for.  ■  wegians  made  a  predictable  choice. 
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The  people  who  certify 

every  airplane  in  the  country 

bought  15  from  us. 

That's  Rockwell  technology  for  you. 


The  Federal  Aviation  Administra- 
tion knows  airplanes  —  they're 
the  people  who  certify  every  civil 
and  commercial  aircraft  sold  in 
the  U.S. 

Who  did  they  turn  to  for  their  own 
fleet  of  Flight  Inspection  aircraft 
to  help  make  the  skies  safer  for 
you?  Rockwell. They  bought  15 
specially  modified  Rockwell 
Sabrellner®  75A  business  jets. 
With  good  reason. 


Sabreliners  are  flown  by  more 
U.S.  government  agencies  than 
any  other  business  jet.  Overall,  a 
fleet  of  nearly  500  military,  gov- 
ernment and  business  Sabres 
flies  more  than  300,000  miles 
daily  —  more  than  many  airlines. 

What's  behind  these  impressive 
Sabrellner  credentials?  Rockwell 
technology.  Technology  that's 
paying  dividends  in  Aerospace 
products  and  in  down-to-earth 
Consumer,  Electronics,  Automo- 
tive and  industrial  products  from 
Rockwell. 

That's  our  goal:  to  use  Rockwell's 

technology  to  make  all  ourprod- 

ucts  work  harder  —  and  better  — 


^ 


Rockwell 
International 


...where  science  gets  down  to  business 


For  more  about  us,  write  for  our  annual  report.  Rockwell  International,  Dept.  815R,  600  Grant  Street,  Pittsburgh,  PA  15219. 


Northern  Natural  Gat  Company,  Homa  Oflice,  Omaha,  Nebraska,  Divisions  and  Subsidiaries:  Consolidated  Natural  Gas  Limited.  Alberta.  Canada;  Consolidated  Pipe  Lines 
Company.  Alberta.  Canada.  Weskem  ol  Canada.  Ltd  .  Alberta.  Canada.  Consolidated  Gathering  System  Limited.  Alberta.  Canada;  Norlands  Petroleums  Limited.  Alberta,  Canada. 
Northern  Liquid  Fuels  International  Ltd  .  Houston.  Texas;  Energy  Systems  Division.  Omaha.  Nebraska;  Hydrocarbon  Transportation.  Inc  .  Omaha.  Nebraska;  Northern  Gas  Products 
Company.  Omaha.  Nebraska;  Northern  Helex  Company,  Omaha.  Nebraska;  Northern  Propane  Gas  Company.  Minneapolis.  Minnesota.  Northern  Vocational  Training  Company. 
Washington.  D  C  ;  Peoples  Natural  Gas  Division,  Omaha.  Nebraska;  Protane  Corporation.  Minneapolis.  Minnesota,  Dominican  Republic.  Jamaica.  Guatemala,  Venezuela.  Puerto 
Rico.  United  Petroleum  Gas  Company.  Minneapolis.  Minnesota.  Weskem  Division.  Amarillo.  Texas.  UPG.  Inc  .  Omaha.  Nebraska.  Northern  Petrochemical  Company.  Des  Plaines. 
Illinois,  Automotive  Chemicals  Division.  Des  Plaines,  Illinois,  Canton  Division.  Canton.  Ohio.  Marine  Plastics  Division.  Clinton.  Massachusetts.  National  Poly  Products  Division. 
Mankato.  Minnesota. 

and  we  also  help 

calm  the  waters 

for  Olympic 

swimmers. 


If  swimmers  met  fewer 
waves  in  the  pool,  they  could 
make  more  waves  in  the 
record  books.  And  thanks  to  a 
patented  design  in  lane  markers, 
Olympic  swimmers  are  getting 
that  chance. 

We're  helping.  The 
Polymers  Division  of  our  Northern 
Petrochemical  Company  supplies 
the  plastic  used  in  KEIFER 
McNEIL'S  unique  "Competitor" 
Racing  Lanes.  They're  designed 
to  calm  the  turbulence  churned 
up  by  swimmers,  and  to  maintain 


ideal  racing  conditions. 

It's  just  one  use  of  the  wide 
range  of  products  and  services 
Northern  provides  as  a  widely 
diversified  natural  gas  company. 

Our  search  for  new  and 
better  energy  uses  has  also  led 
us  into  packaging,  color  resins, 
antifreeze,  and  much  more. 

By  squeezing  all  the 
value  we  can  from  our  energy 
sources,  we're  providing  a 
service  far  beyond  what  you'd 
expect  from  a  "traditional" 
gas  pipeline  company. 


And  as  we  continue  to 
diversify  and  develop  in  areas 
where  major  growth  is  possible, 
both  our  customers  and  investors 
will  benefit. 

Meanwhile,  we'll  still  be 
doing  all  the  things  you'd  expect 
a  gas  company  to  do. 

Like  serving  1 .5  million 
customers  through  74  utilities 
in  eight  states,  maintaining  over 
31,000  miles  of  natural  gas 
pipeline,  and  continuing  our 
constant  search  for  new 
gas  reserves. 


orthern 

The  gas  company  that's  something  else. 


Parsons  Picks  Up 

When  you  are  No.  Two,  you  try  harder. 

But  Ralph  M.  Parsons  Co.  was  a  very  poor  No.  Three. 


In  1937  Ralph  M.  Parsons,  then  41, 
teamed  up  with  two  other  construc- 
tion engineers  to  do  government  de- 
fense work.  Their  Los  Angeles-based 
company  was  called  Bechtel-McCone- 
Parsons,  but  it  was  dissolved  nine 
years  later.  Stephen  Bechtel  Sr. 
stayed  in  San  Francisco  to  continue 
running  Bechtel  Corp.,  the  construc- 
tion company  that  his  family  had 
founded;  John  McCone  went  to  Wash- 
ington, where  he  eventually  became 
director  of  the  Central  Intelligence 
Agency;  and  Parsons  settled  in  Los 
Angeles  to  run  his  own  construction 
firm,  Ralph  M.  Parsons  Co. 

Bechtel  kept  his  company  private. 
Parsons  took  his  public  in  1969,  but 
kept  over  60%  of  the  stock;  thus 
things  were  pretty  much  done  his 
way,  public  shareholders  or  not. 

But  while  Bechtel  grew  bigger  and 
bigger,  topping  $2  billion  in  revenues 
last  year.  Parsons  languished.  From 
1968  to  1973,  its  revenues  ranged 
from  $200  million  to  $400  million, 
while  net  seemed  to  have  reached  a 
permanent  plateau  of  $3  million.  And 
while  Bechtel  was  building  its  rep- 
utation as  a  leader  in  the  field  of 
pipeline,  refinery  and  nuclear  plant 
construction.  Parsons  struggled  along 
as  Brand  X  with  responsibility  for 
such  projects  as  expanding  the  Ho- 
nolulu airport  and  work  on  the 
Washington,  D.C.  subway. 

In  December  of  1974  Ralph  Par- 
sons died  of  an  illness  that  had  limited" 
his  role  in  management  of  the  com- 
pany since  1969.  By  1971  he  had 
turned  most  of  the  real  decision-mak- 
ing over  to  Milton  Lewis,  who  had 
been  associated  with  him  since  1936, 
and  William  Leonhard,  who  was  di- 
rector of  the  Government's  Titan  II 
program  prior  to  joining  the  compa- 
ny. Leonhard  and  Lewis  began  ag- 
gressively seeking  the  multimillion- 
dollar  Contracts  that  were  then  be- 
ginning^ to  flow  out  of  Alaska  and 
the  Middle  East. 

Suddenly  Parsons  was  no  longer 
an  also-ran.  Revenues  in  1975  jumped 
from  $391  million  to  $832  million,  and 
net  rose  81%,  to  $10.3  million.  Back- 
log at  the  year's  end  stood  at  an  all- 
time  high  of  $2.2  billion,  as  a  result 
of  big  energy  projects  such  as  a  $1.6- 
billion  petroleum  processing  facility 
for  Atlantic  Richfield's  North  Slope 
operation,  a  $500-million  gas  process- 
ing plant  in  Iran  and  a  $600-million 
gas  gathering  project  for  Arabian 
American    Oil   Co.    in    Saudi    Arabia. 


New-order  volume  pushed  Parsons  to 
third  place  in  the  list  of  top  indus- 
trial contractors,  right  behind  Los 
Angeles'  Fluor  Corp.  and  Bechtel. 

New  Style  Of  Play 

With  Parson's  withdrawal  from  ac- 
tive management,  the  company's 
whole  style  had  changed.  "In  the  days 
when  Ralph  Parsons  was  active,"  says 
Leonhard,  61,  who  became  chief  ex- 
ecutive officer  upon  Parson's  death 
(Lewis  was  elevated  to  chairman), 
"there  was  a  high  focus  of  responsi- 
bility retained  in  this  office.  But  our 
methods  of  doing  business,  particular- 
ly on  the  very  large  projects  that 
were  not  around  in  his  day,  have 
necessitated  innovative  thinking."  The 
company  now  operates  on  the  basis  of 
eight  separate  profit  centers  whose 
managers  are  responsible  for  business 
development  in  their  own  fields. 

In  Parsons'  new  high-rise  home  of- 
fice in  Pasadena,  the  desk  where  for- 
eign visitors  register  is  a  swirl  of  men 
in  burnooses,  and  the  flag  of  Iran 
snaps  smartly  from  one  of  the  tall 
flagpoles  that  flank  the  building's  en- 
trance. A  recently  formed  company, 
Saudi  Arabian  Parsons,  50%-owned  by 
a  Saudi  partner,  will  permit  Leonhard 
to  go  aggressively  after  more  of 
this  lucrative  Middle  Eastern  busi- 
ness, which  last  year  accounted  for 
more  than  a  third  of  all  foreign  con- 
tracts for  U.S.  construction  finns. 


Nearly  as  huge  as  Parsons'  Pas- 
adena headquarters  (below) 
are  the  building  modules  it  fab- 
ricates in  Tacoma  and  barges 
to  Alaska  to  house  Arco  North 
Slope  oil  processing  operations. 


With  $2.2  million  in  cash,  Leon- 
hard has  the  financial  muscle  to  take 
on  the  big  contracts  that  will  sustain 
the  company's  new  growth— and  then 
some.  "We  don't  need  all  the  cash 
we  have,"  Leonhard  says,  "and  we'll 
be  looking  at  potential  acquisitions 
in  the  field  of  industrial  design,  nu- 
clear power  and  chemicals  to  broad- 
en our  capability." 

Leonhard  has  also  been  moving  the 
company  in  the  direction  of  becoming 
truly  public.  Some  24%  of  the  stock 
in  Parsons'  trust  was  sold  to  em- 
ployees by  utilizing  an  employee 
stock  ownership  plan,  and  the  float 
was  increased  last  month  by  a  3-for- 
2  stock  split.  Major  purpose?  To 
qualify  Parsons  for  listing  on  the  New 
York  Stock  Exchange. 

A  man  not  prone  to  overstatement, 
Leonhard  is  predicting  that  Par- 
sons' 1976  revenues  will  reach  $1  bil- 
lion. "We  have  the  backlog,  and  the 
outlook  is  promising  that  we  will 
continue  to  procure  our  share  of  the 
work,"  he  says. 

Certainly  there  is  plenty  of  work  to 
share.  Every  construction  company  is 
booked  up.  Parsons  is  still  No.  Three 
to  Bechtel  and  Fluor,  but  a  much 
stronger  No.  Three.  Now  it  should 
be  able  to  get  its  contracts  on  better 
terms  than  in  the  past,  when  it  often 
had  to  bid  low  in  order  to  get  work. 
This  opportunity  to  pick  and  choose 
will  be  particularly  beneficial  to  Par- 
sons' profit  margins,  which  at  1.3%  are 
among  the  lowest  in  the  industry 
(Fluor's,  for  example,  are  3.5%).  Step 
in  the  right  direction:  In  the  first 
quarter  of  1976,  Parsons'  net  income 
increased  64%  on  a  sales  increase  of 
only  47%.   ■ 


^iiiin 


FORBES,  JULY  15,  1976 


57 


Great  Railroad  Scramble 

Many  of  our  weaker  railroads  are  destined  to  disappear. 
So  why  is  Wall  Street  bidding  up  their  shares  lately? 


In  many  railroad  presidents'  offices 
these  days  there  is  something  called 
a  merger  kit:  a  map  of  the  U.S.  with 
separate  acetate  overlays  showing  the 
routes  of  each  of  the  major  carriers. 
To  evaluate  possible  combinations,  a 
chief  executive  simply  slips  different 
sheets  over  his  own  system. 

Merger  kits  have  become  very  pop- 
ular since  Southern  Railway  and 
Missouri  Pacific  announced  in  April 
they  were  considering  common  own- 
ership. "With  these  two  getting  to- 
gether, it's  like  a  game  of  musical 
chairs  with  everybody  looking  for  a 
new  seat,"  says  Alan  Boyd,  president 
of  IC  Industries'  money-losing  Illinois 
Central  Gulf  Railroad. 

The  announcement  also  touched  off 
a  kind  of  bargain  hunt  in  Wall  Street. 
It  came,  surprisingly,  not  in  the  shares 
of  the  two  roads  that  were  getting 
together,  but  among  those  of  weaker 
lines  that  might  be  hurt  by  the  mer- 
ger. A  boom  in  shares  that  would  be 
hurt?  Precisely.  The  idea  is  that  a 
combination  of  powerful  roads  would 
make  competitors  find  new  homes— 
and  the  old  rule  is,  in  a  merger,  buy 
the  weaker  partner.  Take  the  Santa 
Fe.  Threatened  by  the  Southern-Mo- 
Pac  combination,  it  might  well  coun- 
ter by  taking  over  the  less  profitable 
St.  Louis-San  Francisco  and  Seaboard 
Coast  Line— forming  a  transcontinen- 
tal system.  That  possibility  has 
pushed  Frisco  and  SCL  shares  up 
roughly  25%  since  April. 

The  Southern-MoPac  talks  also 
seem  to  have  repealed  Willard's  Law. 
(The  late  Dan  Willard,  boss  of  the 
old  Baltimore  &  Ohio,  used  to  say 
that  no  railroad  president  ever  will- 
ingly merged  himself  out  of  a  job.) 
But  this  rule  is  a  luxury  the  industry 
can  no  longer  afford. 


In  railroading,  unlike  oil.  Congress 
seems  to  favor  making  the  big  big- 
ger. Tucked  into  the  120-page  rail 
reorganization  bill  are  provisions  to 
make  mergers  harder  to  oppose  as 
well  as  a  potential  $1.6  billion  in  fed- 
eral aid  to  smooth  transitions.  The 
law  also  directs  Transportation  Sec- 
retary William  Coleman  to  draw  up 
proposals  to  end  the  senseless  frag- 
mentation of  U.S.  railroading.  "Most 
of  us  feel  we'd  rather  design  our  own 
systems  than  have  someone  in  Wash- 
ington do  it  for  us,"  says  Burlington 
Northern  Chairman  Louis  Menk.  His 
26,000-mile  system  may  end  up  re- 
luctantly combining  with  the  10,000- 
mile  Milwaukee  Road. 

End  Game 

Didn't  Penn  Central  give  railroad 
mergers  a  dirty  name?  The  merger 
of  the  old  Pennsylvania  and  New 
York  Central  railroads  was  a  side-by- 
side  merger,  involving  prospective 
elimination  of  duphcate  facilities, 
which  drew  union  and  shipper  op- 
position. Most  of  the  newer  proposals 
involve  end-to-end  mergers  of  con- 
necting railroads.  "To  get  the  best 
service  you  always  try  to  ship  as  far 
as  possible  on  one  carrier,"  explains 
V^ictor  Long,  General  Motors'  director 
of  logistics  and  the  railroads'  biggest 
single  customer. 

"It's  like  a  game  of  dominos,"  ex- 
plains Frisco  Chairman  Richard 
Gray.son.  "Everybody's  just  waiting  for 
the  next  piece  to  fall."  Other  links 
to  look  for  in  the  coming  months: 
Southern  Pacific,  potentially  a  major 
loser,  could  well  go  after  the  bank- 
rupt Rock  Island's  main  line  from 
New  Mexico  perhaps  as  far  east 
as  Chicago.  The  nation's  richest  roads, 
the  Norfolk  &  Western  and  Union  Pa- 


What  Price  Junk? 

Shares  of  some  of  these  railroad  holding  companies  are  hitting  new  highs — 
even  though  their  run-down  lines  are  losing  money.  Investors  think  mergers 
or  sale  of  track  at  less  than  book  value  might  provide  hefty  tax  shelters 
for  nonrail  income.  There  are  caveats:  Stronger  roads  want  only  desirable 
routes  without  heavy  debt. 


Railroad 

Nonrail 

Property 

Corporate 

Pretax 

Stock  Price 

Holding  Company 

Book  Value* 

Debt' 

Earnings* 

12/31/75 

6/30/76 

Chicago  Milwaukee  Corp. 

$256.61 

$93.60 

$2.87 

4'/2 

8 '/a 

IC  industries 

87.59 

45.87 

6.16 

16 '/a 

18% 

Kansas  City  Southern  Inds. 

137.00 

58.79 

2.94 

uy* 

23  Vj 

Katy  Industries 

0.00 

11.00 

deficit 

3'/8 

4y4 

Western  Pacific  Industries 

55.29 

15.43 

2.95t 

6 

12% 

'Per-share  figures.     tOpe 

ating  income 

per  share. 

cific,  now  interchange  considerable 
tonnage  at  Kansas  City  and  Omaha 
and  would  make  an  ideal  match. 
Eventually,  a  revival  of  the  previously 
attempted  union  between  the  N&W 
and  the  Chessie  System  seems  likely. 

A  merged  MoPac-Southern,  of 
course,  would  aim  to  reach  the  West 
Coast,  too.  Its  most  logical  route  is 
the  package  Jay  Gould  tried  to  put 
together  in  the  19th  century:  over  the 
Rockies  on  the  Rio  Grande  and  into 
California  on  the  Western  Pacific. 
Western  Pacific  Industries'  Chairman 
Howard  Newman  is  eager  to  sell  his 
marginal  road.  ChaiiTnan  Gayle  Ay- 
delott  of  the  well-fixed  Rio  Grande 
may  be  similarly  inclined.  "I  expect  a 
call  when  they  get  their  deal  togeth- 
er," he  says.  "Those  city  slickers  don't 
want  a  system  that  ends  in  EI  Paso, 
Tex.  and  Pueblo,  Colo." 

Rich  man's  mergers  like  these  are 
easy  to  put  together.  The  industry's 
charity  cases— centered  in  the  over- 
built Midwest— pose  a  far  tougher 
problem.  "Six  roads  serve  Cedar  Rap- 
ids right  now,"  says  William  Smith, 
General  Mill's  vice  president  for  trans- 
portation. "That  sounds  like  lots  of 
competition,  but  you  usually  can't 
get  a  boxcar  from  any  of  them." 

In  short,  "competition"  is  a  farce  if 
some  of  the  competitors  are  so  weak 
as  to  be  unable  to  run  their  businesses 
properly.  For  many  such  weak  rail- 
roads, dismantling  probably  lies 
ahead.  Their  equipment  could  be 
sold,  of  course,  and  surviving  railroads 
would  want  to  pick  up  parts  of  their 
lines— as  Southern  Pacific  may  do  with 
parts  of  Rock  Island.  Liquidation 
could,  in  fact,  prove  quite  profitable 
for  security  holders.  They  would  be 
rid  of  money-losing  operations  and 
would,  thanks  to  the  peculiarities  of 
the  tax  laws,  end  up  with  huge  op- 
erating tax  credits.  For  example,  in 
1972,  Chicago's  Ben  Heineman  lit- 
erally gave  away  the  North  Western 
Railroad  to  its  employees;  his  North- 
west Industries  came  away  with  a 
$200-milli()n  tax  loss.  Howard  New- 
man has  like  plans  for  the  WP.  The 
ICG,  Kansas  City  Southern,  Katy  and 
Milwaukee  all  may  be  worth  more 
dead  than  alive  {sec  table). 

It  makes  no  economic  sense  to  keep 
these  weaker  lines  going,  and  Sec- 
letary  Coleman  seems  dedicated  to  an 
economic  rather  than  a  political  solu- 
tion. But  there  is  always  Congress  to 
worry  about.  To  preserve  unneces- 
sary jobs  and  to  make  sure  that  the 
old  hometown  continues  to  be  served 
by  three  railroads,  politicians  may  de- 
cide to  subsidize  the  weak— as  was 
the  ca.se  with  the  recent  $17.5-nu'l- 
lion  loan  to  the  Rock  Island.  Thai 
would  be  a  big  step  toward  Pcnn- 
Centrali/ing  the  entire  industry.   ■ 
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Barriers  or  Bridges:  Thoughts  on  America's  Bicentennial] 


Two  old  friends  — America  and  France  — are 
helping  to  build  more  bridges  in  a  world  that 
needs  t^em  so  urgently.  We  at  Dassault-Breguet 
have  always  looked  beyond  our  national  bound- 
aries. Over  the  continents  and  across  the  seas. 
For  there  must  be  bridges,  not  barriers. 

That  is  why  the  Falcon  family  of  business 
jets  — Falcon  10,  Falcon  20  and  Falcon  50— has 
been  designed  in  association  with  American 
partners.  That  is  why  one  half  of  its  vital  com- 
ponents are  made  in  America.  And  why  an  im- 
portant share  of  its  world-wide  marketing  is 
managed  by  Americans. 

Because  of  that  partnership,  we  have  produced 
the  world's  finest  and  fastest  business  jet.  Because 


of  that  partnership,  over  400  Falcons  fly  today 
in  34  countries. 

It  is  a  modest  work  in  the  context  of  history 
and  the  sweep  of  generations.  But  it  is  a  vital 
work  that  we  pursue  with  passion  and  pride. 

It  will  bring  more  people  of  more  nations  face 
to  face.  And  melt  the  miles.  And  bridge  the  bar- 
riers. And  — perhaps  — form  a  few  more  sparks 
of  friendship  to  flicker  and  flare,  anew. 

That  is  our  hope,  America.  For  all  of  us.  On 
this,  the  Bicentennial  of— a  friend. 

AVIONS  MARCEL  DASSAULT— BREGUET  AVIATION 

27,  rue  du  Professeur  Pauchet 
92420  Vaucresson,  France 


Faces  Behind  the  Figures 


Conrail:  Does  It 
Aim  To  Please? 

John  P.  Fishwick,  president  of  the 
prosperous  Norfolk  &  Western  Rail- 
way, lias  a  warning  for  the  new  Con- 
solidated Rail  Corp.  (Conrail),  which 
last  April  arose  from  the  ashes  of  the 
Penn  Central  and  five  other  bankrupt 
railroads.  "Look  out,  boys,"  growls 
Fishwick,  a  59-year-old  lawyer. 
"There's  a  cliff  here;  if  you  fall  over, 
we  all  fall  over." 

Fishwick  is  worried  that  the  officers 
of  Conrail,  a  creature  of  Congress, 
will  pay  more  attention  to  pleasing 
politicians  and  labor  than  they  will 
to  making  a  return  on  investment. 
The  Federal  Government  dished  up 
a  big  $2.1  billion  to  Conrail  to  make 
the  improvements  necessary  to  revive 
the  rickety  northeast  railroads.  That 
kind  of  federal  money,  Fishwick  says, 
is  a  "golden  potion.  They  [Conrail] 
don't  have  to  go  before  stockholders 
every  quarter  and  explain  why  things 
are  going  up  or  down."  But  they  can 
keep  running  back  for  more  of  that 
addictive  potion. 

"The  pressure  on  Conrail,"  Fish- 
wick continues,  "is  primarily  the  pres- 
sure of  shippers  to  upgrade  service." 


Improving  service,  of  course,  is  nec- 
essary—but at  what  price?  "In  the 
ridiculous  extreme,  Conrail  could 
build  up  all  its  branch  lines  to  100 
mph  and  gold-plate  the  track,"  Fish- 
wick says.  "How  much  money  goes 
down  the  rat  hole  that  can't  be  jus- 
tified by  return  on  investment,  will  be 
very  difficult  to  determine."  In  tlie 
meantime,  Fishwick  says,  "shipper 
praise  or  condemnation  matters  now." 
That,  of  course,  worries  him— for,  as 
Conrail's  biggest  competitor  in  the 
Northeast,  the  Norfolk  &  Western 
stands  to  lose  most  if  Conrail  spends 
its  taxpayer  billions  on  maximizing 
gross  revenues  instead  of  net  income. 

Labor  is  another  problem.  "Be- 
cause it's  government  money  and  not 
stockholders'  money  that  Conrail  is 
playing  with,  they  may  make  deals 
with  labor  that  hurt  the  rest  of  the 
industry,"  Fishwick  says.  He's  partic- 
ularly upset  that  Conrail  has  decided 
to  lobby  on  its  own  in  state  legisla- 
tures instead  of  joining  in  industry  ef- 
forts against  featherbedding  laws. 

"I  don't  think  that  Ed  Jordan 
[Conrail's  chairman]  or  Dick  Spence 
[its  president]  have  different  motives 
than  I  or  anyone  else  would  have  in 
their   position,"   says    Fishwick.    "But 


Fishwick  of  N&W 


I'm  saying,  'Boys,  look  out.  You're  go- 
ing to  have  a  great  temptation  to  do 
things  on  a  basis  that  doesn't  focus 
on  return  on  investment.  The  whole 
industiy  is  at  stake  here,  and  if  Con- 
rail doesn't  make  it,  we're  all  likely 
to  go  down.'  "  ■ 


•  •  .  Or  Aim  To  Profit? 

"The  fact  is,"  Consolidated  Rail 
Corp.'s  Chairman  Edward  Jordan  re- 
sponds to  Norfolk  &  Western  President 
John  Fishwick  (above),  "that  we  have 
tough  owners  and  tough  shareholders 
and  we  do  have  to  please  them,  and 
we  do  have  to  issue  quarterly  state- 
ments. The  demands  on  this  corpora- 
tion to  manage  properly  exceed  those 
that  I  suspect  are  on  Mr.  Fishwick  as 


a  result  of  his  shareholders  and  his 
board."  The  powerfully  built  Jordan 
shifts  angrily  in  his  chair. 

Of  course,  Jordan  concedes  that 
the  "owners"  of  Conrail  are  an  odd 
lot.  "We  have  one  group  of  owners 
who  got  their  stock  on  a  basis  that 
they're  not  very  happy  about,"  Jor- 
dan says,  referring  to  the  creditors  of 
the  six  bankrupt  carriers  that  now 
constitute  Conrail.  "And  another 
group    that   isn't   very   happy    about 


Jordan  of  Conrail 
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having  to  invest  in  the  company"— 
that  is.  Uncle  Sam.  "But  both  of  them 
want  to  get  paid  the  maximum  they 
can  by  one  means  or  another." 

He  also  calls  "ludicrous"  the  charge 
that  Conrail  will  be  a  patsy  for  la- 
bor. So  why  isn't  he  joining  the  in- 
dustry k)bbying  associations  in  the 
state  legislatures?  For  one  thing,  he 
says,  "It's  costing  me  .several  hundred- 
thousand  dollars  a  year  less,"  for  Con- 
rail to  act  on  its  own.  Moreover,  "a 
number  of  people  involved  in  tha* 
are  not  people  I  want  to  have  repre- 
sent me.  It  tends  to  be  the  worst  kind 
of  lobbying,  the  kind  that's  now  being 
talked  about  in  Congress.  But  in  the 
large,  I  can't  imagine  that  our  inter- 
ests would  be  inconsistent  with  those 
of  the  industry,  in  most  ca.ses. 

"The  money  being  put  into  Conrail 
is  an  investment,  not  a  subsidy,  not  a 
giveaway,"  he  concludes.  "I  didn't 
take  this  job  thinking  that  we'd  fail." 

Maybe  so,  but  the  burden  of  the 
proof  is  on  Jordan  and  Conrail.  The 
nation's  taxpayers  and  shippers  will 
have  gotten  a  rotten  bargain  if  Con- 
rail improves  rail  .service  in  the  North- 
east at  the  expense  of  dragging  down 
the  self-supporting  railroads  that 
compete  with  it.   ■ 
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THE  WILLIAMS  COMPANIES: 

A  Company  of  Leaders 


The  Williams  Companies,  the 
fertilizer,  energy  and  metals  com- 
pany, is  a  company  of  leaders. 

In  fertilizers,  Agrico  Chemical 
Company  is  one  of  the  world's 
largest  and  most  successful 
producers  and  marketers. 

In  energy,  Williams  Pipe  Line 
Company's  8,300-mile-long 
products  pipeline  system  is  the 
largest  independently  owned 


system  in  the  world.  Williams 
Energy  Company,  with  operations 
in  26  states,  is  one  of  the 
country's  leading  retailers  of 
Li^-gas.  And  a  new  subsidiary, 
Williams  Exploration  Company, 
is  experiencing  enviable  success 
in  its  oil  and  gas  drilling  program. 

In  metals,  Edgcomb  Steel  Com- 
pany and  Steel  Sales  Corporation 
serve  25  eastern  and  midwestern 
states  through  13  metals  distribu- 
tion centers  —  ranking  among  the 


country's  leading  processors  and 
distributors  of  metals. 

The  Williams  Companies  (WMB- 
NYSE),  a  leadership  company. 
For  more  information  about  this 
$1.6  billion  fertilizer,  energy  and 
metals  company  write  —  Cor- 
porate Communications,  The 
Williams  Companies,  Tulsa, 
Oklahoma  74103. 
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THE  FERTILIZER,  ENERGY  AND  METALS  COMPANY 

AgncoChemical  Company  mWilliams  Energy  Company  mWilliams  Exploration  Company   MMMU  M  MAtLM^^ 
■  Williams  Pipe  Line  Company  m Edgcomb  Steel  Company  m  Steel  Sales  Corporation       WwlLLt^%twt9 


Faces  Behind  the  Figures 


Jobs,  IMot  Pensions 

"At  election  time,  the  politicians 
seem  totally  absorbed  with  how  much 
they  can  promise  old  people  to  get 
their  votes— endless  increases  in  Social 
Security,  Medicare,  housing  for  the 
elderly,"  says  pollster  Louis  Hanis. 
"But  that's  not  what  they  want." 

Lou  Harris'  firm,  Louis  Harris  and 
Associates,  Inc.  (acquired  last  year 
by  Gannett  Co.,  from  Donaldson,  Luf- 
kin  &  Jenrette  for  $4.7  million)  is  be- 
ing paid  a  reported  $500,000  for  its 
analyses  of  election  results  and  issues 
for  the  ABC  network.  Harris  thinks 
the  polls  are  all  wrong  to  ignore  the 
issue  of  mandatoiy  retirement.  Like 
their  juniors,  the  over-65s  are  wor- 
ried about  jobs.  Over  half  of  those 
who  were  forced  to  retire  are  bitter 
about  it,  Harris  found.  "This  is  a  big 
turnaround  from  the  New  Deal,"  he 
acknowledges,  "when  the  big  thing 
was  taking  care  of  the  old  people.  By 
doing  so,  we've  disengaged  them  from 
the  life  of  the  country.  They  don't 
want  more  goods;  they  want  work, 
to  keep  them  in  the  mainstream." 

By  the  year  202.5,  the  percentage 


Pollster  Harris 

of  the  U.S.  adult  population  65  and 
over— now  about  15%— will  have 
grown  to  21%.  "We've  got  to  get  used 
to  the  fact  that  of  that  20%  or  so  of 
the  population  we  thought  would  be 
safely  retired,  half  are  going  to  go  on 


working,"  warns  Harris. 

"It's  the  assembly-line  mentality,  as- 
suming work  gets  too  hard  as  you  get 
older,  that  created  this  situation,"  says 
Harris,  at  55  comfortably  away  from 
retirement  himself.  "The  union  people 
thought  they  were  being  veiy  pro- 
gressive by  lowering  the  mandatory 
retirement  age,  and  management  is 
all  puffy  and  proud  about  how  en- 
lightened they've  been,"  he  continues. 

But  the  days  of  mandatory  retire- 
ment may  soon  be  over.  The  U.S. 
Supreme  Court  last  month  decided 
against  a  54-year-old  Massa- 
chusetts policeman  who  chal- 
lenged the  mandatory-retire- 
ment-at-50  law  for  state  police- 
men, but  challenges  are  in  the  works 
in  California  and  Michigan,  among 
others,  and  New  York  has  considered 
banning  mandatory  retirement. 

"This  is  going  to  be  one  of  the 
clash  points  of  society,"  says  Harris, 
"as  old  people  grow  in  number  and 
gain  political  clout.  The  Establish- 
ment will  get  into  trouble  by  being 
behind  the  people." 

Are  you  listening,  Jerry?  Jimmy? 
Ronald?    And    all    you    employers?  ■ 


Shampoo  Guru 

Even  at  the  age  of  71,  shampoo  mil- 
lionaire Jheri  Redding  is  a  salesman 
in  spite  of  himself.  He  is  a  chemist 
who  gets  his  kicks  from  inventing 
new  hair-  and  skin-care  products— 
and  then  walking  away  from  the 
companies  he  formed  to  sell  them.  He 
has  founded  five  so  far,  including  the 
latest,  Jhirmack  Enterprises,  a  small- 
ish, Redding,  Calif,  beauty  supply 
outfit.  But  he  can't  help  turning  peo- 
ple on  to  his  enthusiasms.  His  most 
salable  enthusiasm  to  date  is  a  non- 
alkaline  pH-balanced  shampoo  for- 
mula that,  sold  by  some  half  a  dozen 
major  cosmetic  companies,  has 
cleaned  up  16%  of  the  $500-million- 
plus  shampoo  market  in  just  two  years. 
As  usual.  Redding  didn't  stay 
around  for  a  piece  of  the  commercial 
action.  Gillette,  Clairol  and  Helene 
Curtis  don't  have  to  give  him  credit 
for  their  products  because  he  didn't 
patent  his  formulas.  "I  didn't  want 
the  big  companies  sending  their 
chemists  to  the  patent  office  to  copy 
the  foiTnula,"  the  feisty  Redding  says. 
Some  of  Redding's  companies  have 
made  it  big  without  him,  either  by 
meiger  or,  as  at  Redken  Laboratories, 
by  going  public.  "The  businesses  were 
just  playthings,"  he  says.  But  he  was 


a  canny  enough  player  to  salt  away 
some  $4  million— with  help  from  the 
race  tracks  he  loves  to  visit. 

Redding    has    the    Whole    Earth 
Catalog  phenomenon  to  thank  for  his 


Redding  of  Jhirmack  Enterprises 


pH  shampoo's  success.  For  45  years, 
he  tried  to  sell  vitamin  and  protein 
shampoos  to  a  disinterested  public, 
earning  only  a  reputation  as  a  "kitch- 
en chemist."  But  as  women  started 
wearing  more  casual  hair  styles  and 
washing  their  hair  more  often,  they 
sought  gentle  shampoos  made  from 
organic  products.  Suddenly  Redding's 
pH  shampoo  began  selling  like  the 
Beatles,  and  he  became  a  shampoo 
guru  to  a  new  generation. 

Highly  respected  by  his  peers. 
Redding  now  spends  part  of  his  time 
lecturing  on  what  he  calls  the  "scien- 
tific approach"  to  hairdressing  (a 
term  he  coined  at  Redken,  which 
Redken  still  u.ses  as  its  marketing 
theme)— that  is,  the  use  of  hair-scan- 
ning electron  microscopes  and  other 
highly  technical  gear.  Typically,  he 
also  sells  equipment  on  the  side. 

Redding's  wife,  Irene,  runs  Jhir- 
mack well  enough  to  return  a  hand- 
some 16%  profit  on  an  estimated  $12 
million  in  sales  this  year.  Where's 
Redding?  "I  just  goof  around  the  lab- 
oratory," he  says.  Actually,  he  is 
busy  getting  the  edge  on  his  former 
companies  by  improving  his  old  prod- 
ucts and  fonnulating  new  ones. 

Retirement?  Redding  isn't  giving  it 
a  thought.  After  all,  his  mother  was 
active  until  her  death  at  101.   ■ 
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Healthy  Portfolios 
Are  In  Hospitals 

One  Company  Stands  Out... 
Check  Our  Charts 


\ 


Hospital  management  companies  constitute  an  excit- 
ing new  multi-billion  dollar  industry  that  has  evolved  in  the 
last  decade  to  fill  a  critical  need  in  the  American  health 
care  delivery  system.  Among  the  dozen  listed  companies 
involved,  one  stands  out  in  growth,  reputation  and  profit- 
ability .  .  .  Hospital  Corporation  of  America. 

Since  its  founding  eight  years  ago,  HCA  has  grown  from 
one  hospital  to  76,  with  more  than  12,000  beds  in  19  states 
and  two  foreign  countries.  Revenues  approached  $400  mil- 
lion in  1975  and  net  income  passed  $20  million.  The  cash 
dividend  rate  was  recently  increased  by  one-third. 

HCA  is  providing  quality  health  care  in  areas  where  it 
is  needed,  building,  managing,  and  improving  hospitals . . . 
bringing  private  capital  and  efficient  business  systems  into 
the  fast-growing  health  care  field,  and  planning  for  the  prob- 
lems of  the  future.  Check  the  charts,  and  write  for  more 
information. 


Operating  Revenues  (in  millions}* 
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HOSPITAL  CORPORATION  OF  AMERICA 

One  Park  Plaza  •  Nashville,  Tennessee  37203 


Faces  Behind  the  Figures 

With  A  Little  Bit 
Of  Luck 

John  Lupien,  the  44-year-old  salt- 
and-pepper-haired  chairman  of  the 
Vermont  Asbestos  Group,  was  just 
voted  Vermont  Man  of  the  Year.  He 
deser\es  it.  Two  and  a  half  years  ago 
Lupien  was  a  maintenance  supei-visor 
at  GAF  Coip.'s  asbestos  mine  near 
Morrisville,  Vt.  when  GAF  an- 
nounced it  would  have  to  close  down 
the  mine,  second-largest  asbestos  pro- 
ducer in  the  U.S.  With  prices  down, 
the  mine  was  marginally  profitable, 
and  GAF  couldn't  justify  spending 
over  $1  million  for  the  antipollution 
equipment  the  Environmental  Pro- 
tection Agency  had  mandated  on  a 
mine  they  thought  would  be  de- 
pleted in  a  few  years. 

But  instead  of  looking  for  other 
jobs,  Lupien  and  the  177  other  mine 
workers  set  about  raising  enough 
money  to  buy  the  mine  and  lam  it 
themselves.  They  raised  $100,000 
from  themselves,  their  families  and 
friends  through  a  sale  of  stock,  per- 
suaded the  state  of  Vermont  to  guar- 
antee $1.5  million  in  bank  loans,  and 
got  GAF  to  take  a  note  for  another 
part  of  the  $2-million  cost.  That  was 
in  March  1975. 

Since  then,  eveiything  has  been  go- 
ing the  miners'  way.  An  unexpected 
shortage   of  asbestos   sent   prices   ris- 


Lupien  of  Vermont  Asbestos 

ing  30%.  The  Defense  Department 
even  preempted  for  its  own  use  some 
of  the  mine's  production  already  sold 
to  regular  customers.  And  efficiency 
began  rising  shaiply.  Now  owners, 
the  workers  no  longer  grab  handfuls 


of  spare  parts  and  throw  the  surplus 
away,  but  take  just  enough.  Better 
maintenance  has  cut  repair  costs. 

With  luck  and  goodwill  came  prof- 
its—$1  million  on  $7  million  in  sales 
according  to  one  estimate,  though 
Lupieii  won't  say— but  enough  to  pay 
f)ff  all  the  loans.  "We  own  everything 
now,"  Lupien  says.  He  was  also  able 
to  lift  pension  benefits  50%,  pay  a 
$15  quarterly  dividend  on  the  $50 
shares  in  April  and  expects  to  pay 
another  in  July.  Last  fall  the  work- 
ers got  a  72-cent-an-hour  wage  hike, 
with    another   raise    due   in    October. 

Sound  too  good  to  last?  Of  course 
it  is  in  the  long  lun,  and  no  one  is 
more  aware  of  that  than  John  Lupien. 
For  the  short  term,  howexer,  the  mar- 
ket is  there,  the  shortages  are  ex- 
pected to  last  until  1980,  so  prices 
will  probably  remain  high.  And  Lu- 
pien sees  six  clear  mining  years  left 
from  the  remaining  reserves,  with  the 
possibility  of  ten  more  in  unde- 
veloped finds.  A  new  plus  is  a  22- 
million-ton  pile  of  waste  serpentine 
rock  that  has  been  accumulating  at 
the  rate    of    1    million    tons    a    year. 

"I've  been  trying  to  think  up  some- 
thing u.seful  to  produce,"  Lupien  says, 
and  this  month  he  got  tentative  ap- 
pro\al  from  the  EPA  to  begin  mak- 
ing a  new  by-product— a  decorative 
fire-retardant  wall  panel  for  industrial 
and  commercial  buildings.   ■ 


Co-option  Or 
Codetermination 

At  81,  George  Meany  is  too  stubborn 
to  let  go,  but  too  old  to  make  the 
rounds,  so  he  has  started  to  let  others 
talk  for  him.  Like  his  chief  lieuten- 
ant, Thomas  Donahue.  But  you'd 
swear  you  were  hearing  the  Chamber 
of  Commerce  rather  than  the  AFL- 
CIO  when  Donahue  hits  the  touchy 
issue  of  codetermination  for  workers. 

"People  keep  saying,  'Why  aren't 
you  interested  in  board  representa- 
tion and  getting  workers  involved  in 
participatory  management?' "  com- 
plains Donahue,  47,  once  Lyndon 
Johnson's  Assistant  Secretaiy  of  La- 
bor. "The  discussion  starts  with  the 
assumption  that  we're  not  doing  some- 
thing that  we  should  be  doing.  I 
reject  that." 

Worker  participation  in  management 
already  exists  in  Germany  (Forbes, 
July  15,  1975)  and  it  has  manage- 
ment worried;  it  smells  like  socialism. 
It  is  a  hot  issue  throughout  the  Con- 
tinent.   But   Meany   and   his   minions 
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take  the  time-tested  view  that  a 
union's  job  is  to  make  demands  on 
management,  not  to  participate  in  it. 
They  are  interested  in  money  and 
working  conditions,   not   in   ideology. 

Donahue  argues  that  workers  just 
don't  want  to  shoulder  management 
responsibilities.  "If  you  tell  an  Ameri- 
can union,  'We're  going  to  let  you 
participate,'  "  as.serts  Donahue,  "they 
will  say,  'Leave  us  alone.'  " 

"Codetermination"  is  the  fancy 
word  for  worker  participation.  And 
the  AFL-CIO  is  so  turned  off  by  the 
idea  it  doesn't  even  like  to  hear  about 
it.  When  a  group  of  German  indus- 
trialists and  trade  unionists  were 
scheduled  to  \isit  the  U.S.  for  a  co- 
determination  conference,  Donahue 
turned  down  an  invitation  to  attend. 
And  few  AFL-f'TO  faces  were  in 
sight  for  a  meeting  on  how  worker 
participation  supposedly  contributes 
to  Sweden's  high  producti\  ity.  "If  the 
Europeans  want  to  talk  about  col- 
lective bargaining,  we'll  talk.  But 
their  system  is  not  a  high  priority 
item  for  us,"  says  Donahue.   ■ 


Donahue  of  AFL-CIO 


steel  is  doing  more 
for  industry  because 
Republic  is  doing 
more  with  steel. 


Cutting  the  cost  of  cutting  our  steel 
gets  us  a  bigger  cut  of  the  market. 


Nearly  80%  of  the  bar  steel  our 
customers  buy  from  us  needs  one  or 
more  macliining  operations  before  a 
usable  part  is  produced.  And  the 
cost  of  these  operations  often  runs 
to  three  times  the  initial  cost  of  the 
material,  or  even  higher. 

So  the  more  we  can  do  with  our  steel 
to  cut  machining  costs,  the  more 
customers  we're  likely  to  get  —  and 
keep.  That's  why  Republic  Steel  — 
already  the  number  one  producer  of 
high-rated  machining  steels  — 
keeps  right  on  working  to  improve 
machinability.  To  cut  costs  for 
customers,  so  they  can  keep  end- 

Rcpublicsteel 


product  prices  competitive.  And  to 
make  possible  more  applications  in  a 
greater  variety  of  industries,  such  as 
applications  in  essential  agricultural 
equipment  needed  to  help  increase 
the  world's  food  supply. 

Republic  research  is  constantly 
seeking  to  improve  steel  working 
and  treating  methods  and  to 
determine  what  chemistries  are  most 
effective  to  protect  cutting  tools 
against  excessive  wear.  The  high 
machinability  of  Republic  bars 
reduces  down-time  and  increases 
productivity.  Cold  formability,  too, 
where  desired,  is  improved  greatly. 


It's  proof  of  our  capability  in 
steel  metallurgy  and  manufac- 
turing technology  which  continues 
to  provide  industry  with  steels 
that  perform  in  ways  steels  never 
could  before,  and  other  materials 
still  can't. 

And  it's  typical  of  Republic  Steel's 
commitment  to  solving  today's 
problems  today,  but  with  solutions 
that  have  far-reaching  benefits.  To 
help  assure  the  future  of  our 
customers  —  and  to  assure  us  of 
customers  in  the  future. 
Republic  Steel  Corporation, 
Cleveland  OH  44101. 


The  Bell  Helicopter  story: 

how  private  enterprise 

turns  a  pioneering  idea  into 

a  major  industry. 


When  the  first  Bell  helicopter  got 
off  the  ground  in  1943,  it  could  only  lift 
two  people  and  was  slower  than  a  family- 
car.  Even  so,  many  people  thought 
there'd  be  a  helicopter  in  every  drive- 
way some  day. 

It  never  happened.  But  a  lot  of 
other  things  did.  Enough  to  create 
more  than  12,000  jobs  at  the 
Bell  Helicopter  Division  of 
Textron . . .  and  that's  just 
a  part  of  the  helicopter 
industry.  V, 

Instead  of  a  family 
car,  the  helicopter  has 
turned  out  to  be  a  workhorse. 
In  the  armed  forces,  police 
departments,  construction  projects, 
fire  prevention,  rescue 
organizations,  traffic  control, 
cattle  ranching,  oil  exploration, 
and  many  other  fields. 


Freedom  and 
flexibility 

Today  you  can  find  a 
helicopter  that's  right  for  just 
about  any  job  that  makes  sense. 
But  who  could  have  foreseen  all  these 
developments  back  in  1943?  They 
happened  because  Bell  and  its 
competitors  were  free  to  respond  to 
needs  as  they  developed. 


And  free  to  keep  working  on  ideas 

for  the  future. 

Competing  to  find  better  ways 

to  meet  the  needs  of  a  changing  world. 

That's  what  private  enterprise  is 

all  about. 

Spreading  the  word 

It's  a  story  that  people 

can  understand  and  maybe  even  get 

excited  about.  So  Textron  has  made 

it  into  a  television  commercial. 

You  can  see  it  on  the  election 

coverage  programs  of  the  NBC 

and  ABC  networks.  Together  with 

other  commercials  like  it  dealing 

with  other  stories  from  Textron— 

about  Talon  zippers,  Homelite 

chain  saws,  Fafnir  bearings.  And 

there'll  be  more. 

We  think  stories  like 

these  are  worth  telling.  You'll 

find  several  of  them  in- our 

^  ^  booklet  "How  Private 

Enterprise  Works  at  Textron." 

Just  write:  Textron, 

Providence,  Rhode  Island 

02903. 


TEXTRON 


Patience  Rewarded 


Arco's  acquisition  of  Anaconda  and  its  vast  natural  resource 
holdings  is  a  signal  that  the  payoff  of  its  big  Alaska  oil 
investment  is  close  at  hand.  It  promises  to  be  a  handsome  one. 


In  business,  patience  is  not  only  a 
necessity;  it  is  sometimes  a  virtue. 
Take  last  week's  announcement  by 
Atlantic  Richfield  Co.  that  it  will  ac- 
quire Anaconda  Co.,  the  third-larg- 
est domestic  copper  producer.  With 
the  acquisition,  Arco  Chairman  Rob- 
ert O.  Anderson  will  close  a  circle 
of  events  begun  eight  long  years  ago 
—and  at  far  greater  profit  to  Arco's 
stockholders  than  if  he  had  closed  it 
much  sooner. 

Anderson,  now  59,  made  two  im- 
portant decisions  back  in  1968,  both 
the  result  of  his  conviction  that 
there  was  too  much  political  risk  in 
large-scale  foreign  investments.  Arco 
needed  crude  as  badly  as  anyone, 
with  its  own  output  supplying  about 
two-thirds  of  its  refinery  needs.  But  in- 
stead of  sinking  huge  sums  into  new 
fields  in  North  Africa,  Indonesia  and 
the  North  Sea,  as  other  oilmen  were, 
Anderson  pinned  Arco's  hopes  on  the 
state  of  Alaska's  frozen,  isolated  North 
Slope,  where  it  had  just  made  large 
discoveries.  Others  invested  in  Alaska, 
too,  but  no  one  more  significantly 
than  Arco.  Anderson  figured  that  by 
1972  or  1973  he  would  be  getting 
enough  crude  from  the  North  Slope 
to  make  the  company  completely  self- 
sufficient. 

About  the  same  time,  and  for 
much  the  same  reason,  Anderson 
made  another  key  decision:  He' 
turned  his  back  on  an  opportunity 
to  acquire  Anaconda  Co.  After  talks 
with  its  management,  he  decided 
that  Anaconda's  dependence  on  its 
Chilean  copper  mines  was  too  heavy 
for  his  taste.  Besides,  he  had  another 
use  for  Arco's  capital,  on  Alaska's 
North  Slope. 

Hard  Going 

Anderson  was  right  about  Anacon- 
da. Wiriiin  three  years  the  leftist 
Chilean  government  of  Salvadore  Al- 
lende  had  nationalized  its  properties, 
necessitating  a  $350-million  write-off. 
Last  year,  bereft  of  Chile  and  hard 
hit  by  the  recession,  Anaconda  lost 
$40  million  on  revenues  of  $1.1  billion. 

The  rightness  of  Anderson's  other 
decision  is'far  less  clear  cut.  To  date, 
nary  a  drop  of  crude  has  flowed  from 
the  North  Slope,  what  with  delays 
caused  by  hassles  with  environment- 
alists and  government  regulators,  and 
none  will  flow  until  next  summer  at 
the   earliest.    What's   more,    the   esti- 


"The  Alaska  pipeline  is  the  Panama 
Canal  of  our  generation,"  says  Arco's 
Robert  Anderson.  "But  we're  unlikely 
to  see  anything  like  it  again  because 
of  the  hostility  in  this  country 
to  large-scale  private  investments." 


mated  cost  of  the  800-mile  Alyeska 
pipeline  that  will  bring  crude  from 
the  North  Slope  to  the  southern  Alas- 
kan port  of  Valdez  has  soared  from 
an  original  $900  million  to  $7.7  bil- 
lion, at  last  reckoning.  Recent  revela- 
tions of  faulty  welds  along  the  pipe- 
line could  cause  further  delays  and 
cost  escalation.  Thus,  instead  of  en- 
joying the  benefits  of  increased  crude 
sufficiency,  Arco  has  seen  its  earnings 
dwindle  from  7.4  cents  on  the  sales 
dollar  in  1968  to  just  4.5  cents.  Last 
year,  on  revenues  of  $7.7  billion,  three 
times  more  than  in  1968,  the  compa- 
ny netted  less  than  twice  as  much, 
$350  million,  or  $6.16  per  share. 

But  as  Anderson  talks  about  his 
hard  luck  in  Alaska,  seated  in  his  mas- 
sive 51st-floor  office  atop  Arco's  down- 
town Los  Angeles  headquarters  build- 
ing, it  is  clear  that  his  only  regret  is 
for  the  lost  time.  "It  is  just  difficult  to 
see  five  or  six  years  thrown  away  be- 
cause of  shortsighted  regulatory  pol- 


icies," he  grouses.  "If  only  the  Alaska 
pipeline  had  been  completed  on 
schedule,  the  Arab  oil  embargo  of 
1973  would  have  ended  up  a  very 
different  story." 

But  financially,  Anderson  has  no 
regrets  at  all  about  the  delay.  The 
Arab  embargo  did  occur,  and  it  was 
the  embargo  and  the  subsequent  price 
escalation  that  bailed  Arco  and  others 
out  of  serious  trouble  in  Alaska.  In- 
deed, it  promises  to  give  Arco  profits 
on  its  Alaskan  oil  that  it  never 
dreamed  of  earning.  "Our  profit  mar- 
gin per  barrel  looks  as  though  it  will 
probably  be  double  what  it  was  when 
we  discovered  the  field,"  says  Ander- 
son approvingly. 

What  happened,  of  course,  is  that 
the  embargo  sent  oil  prices  rocketing 
upward  at  a  time  when  Arco's  costs 
in  Alaska  were  increasing  to  unex- 
pected levels.  As  Anderson  puts  it, 
"The  price  rise  offset  many  of  the 
problems  we've  had."  Before  the  em- 
bargo occurred  it  looked  as  though 
Alaskan  oil  might  prove  uneconomic. 
But  now  one  Wall  Street  analyst, 
Thomas  O'Shea  of  Drexel  Burnham  & 
Co.,  figures  that  the  potential  profit 
per  barrel  on  Alaskan  oil  stands  at 
about  $3.18.  "I  would  have  no  reason 
to  question  that,"  says  Anderson. 

The  Return 

That  is  where  Anaconda  began  to 
fit  back  into  the  Ai-co  picture  again. 
The  Alaska  venture  has  raised  Arco's 
debt  load  from  $270  million  in  1967 
to  $1.8  billion,  but  Anderson  believes 
that  the  Alaskan  payoff  is  finally  at 
hand.  He  remains  confident,  the  faulty 
pipeline  welds  notwithstanding,  that 
Alaskan  oil  will  flow  on  schedule  next 
summer.  He  sees  Arco's  share  (re- 
flecting its  21%  interest  in  the  Aly- 
eska Pipeline  Co.)  running  at  about 
125,000  barrels  per  day  initially,  then 
fairly  quickly,  by  late  1978,  rising  to 
around  400,000  barrels  per  day, 
which  it  will  transport  by  tanker  to 
refineries  it  already  has  ready  and 
waiting  on  the  West  Coast.  That  oil, 
together  with  its  existing  output  of 
370,000  barrels  per  day  from  other 
wells,  would  give  Arco  more  than 
enough  crude  to  cover  its  current  re- 
finery needs  of  650,000  barrels  daily. 
Even  if  weld  repairs  cause  a  slight 
delay  and  life  costs  a  bit  more,  to- 
day's elevated  oil  prices  make  Ander- 
son confident  that  very  soon  now  Arco 
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The  three  monkeys  are 
giving  the  American  corporation  a  bad  name. 


See  no  evil.  Hear  no  evil.  Speak  no 


evil 


Woe  betide  the  Board  of  Directors 
guided  by  those  famous  turn-off  traits. 

When  they  pretend  not  to  notice  such 
corporate  evils  as  bribery,  illegal  cam- 
paign contributions  and  payoffs  — you 
know  what  is  then  likely  to  happen. 

Out  of  such  monkeyshines  — head- 
lines happen.  Heads  roll.  Corporations 
founder. 

Out  of  such  scandals,  questions  arise. 
How  did  these  corporate  evils  go  by  the 
board?  Why  didn't  they  see  the  conse- 
quences? Why  didn't  they  hear  the  warn- 
ing signals?  Why  didn't  they  speak  up? 

"Will  the  Directors  Speak  Up?"  was 
a  recent  cover  story  in  F'orbes  Magazine. 
To  probe  for  answers,  Forbes  dug  into  the 
history  of  how  boards  began.  Examined 
the  legal  liabilities  of  being  a  director 
Even  sat  in  on  an  actual  corporate  board 
meeting. 

Can  you  imagine  America's  corpo- 
rate officers  and  directors  giving  Eorbes 
articles,  such  as  this  one,  anything  less 


than  their  undivided  attention?  And 
that's  how  it  is,  issue  after  issue.  That's 
the  kind  of  wide-awake,  editorial  vitality 
that's  put  Forbes  way  out  front  in  the 
measured  reading  preferences  of 
America's  top  management. 

Once  again  verification  of  this 
leadership-readership  was  provided 
when  the  research  firm  of  P>dos  and 
Morgan,  Inc.  made  a  reconfirming  study 
of  cor|)orate  officer  reading  preferences 
among  1300  of  America's  largest  com- 
panies. 

The  results  showed  Forbes  to  be 
read  by  more  top  management  execu- 
tives than  any  of  the  other  major  busi- 
ness or  news  magazines.  Here  are  the 
percentages,  based  on  magazines  read 
regularly: 

Forbes 78.7% 

BusinessWeek 64.0% 

Fortune 46.6% 

Time 45.5% 

Newsweek 32.3% 

U.S.  News  &  World  Report 28.2% 


No  wonder  Forbes  was  the  only 
leading  busine.ss  or  news  magazine  up 
in  advertising  pages  in  1975. 

Which  means  that  our  gains  for  the 
first  six  months  of  1976  were  gains  over 
^ains  —  not  simply  recovery  fig:ures. 

And  we're  up  156  pages  in  the  first 
half  of  1976.  That's  an  unprecedented 
21%,  over  the  same  period  in  record- 
breaking  1975. 

Why?  Because  of  the  quality  and 
intensity  of  our  i(>adership. 

Becau.se  Forbes  is  counted  on  to  see, 
hear  and  speak  right  out  about  what- 
ever's  going  on. 

Without  glossing  over  the  facts 

Without  monkeying  around. 

FORBES:  CAPITALIST  TOOL 


will  be  generating  a  vastly  increased 
cash  flow. 

With  that  prospect  just  around  the 
corner,  Anderson  was  receptive  when 
Thomas  M.  Evans  of  Crane  Co.  called 
up  last  March  to  see  if  he  was  inter- 
ested in  acquiring  Anaconda  now. 
Evans  had  tendered  for  19%  of  An- 
aconda's shares  late  in  1975,  with  de- 
bentures valued  at  about  $18  per 
share.  But  in  February  Tenneco  ne- 
gotiated a  deal  with  Anaconda's  man- 
agement to  oflFer  $25.50  each  for  the 
remaining  shares.  Evans  suggested 
to  Anderson  that  if  Arco  still  wanted 
Anaconda,  it  had  better  get  moving. 
Days  later  Anderson  tendered  $27  per 
share  for  a  27%  interest,  thus  forcing 
Tenneco  to  back  away.  Evans,  in  re- 
turn for  giving  Anderson  the  right  of 
first  refusal  on  his  19%  block,  came 
away  from  the  skirmish  with  a  high- 
er price  for  his  shares. 

All  Brides  Are  Beautiful 

With  several  months  to  look  over 
the  company  more  closely,  Anderson 
became  very  much  more  interested  in 
acquiring  Anaconda  than  he  had  been 
before.  Last  year's  $40-million  loss 
doesn't  particularly  bother  him.  More 
important  to  him  is  that  Anaconda  is 
rid  of  its  large  foreign  investment 
now,  and  that  it  has  substantial  re- 
serves of  copper,  uranium,  bauxite 
and  other  minerals  in  the  U.S.  plus 
$215  million  in  tax-loss  carryforwards. 
So  on  July  2  Anderson  offered  cash 
and  stock  worth  $32  per  share,  or 
over  $500  million,  for  the  remaining 
73%  of  Anaconda's  shares  and  also 
lent  the  company  $100  million. 

Anaconda's  book  value  per  share 
is  about  $55.  Whether  the  acquisi- 
tion will  be  a  bargain  remains  to  be 
seen.  Anaconda  has  been  generally 
liard  put  to  make  any  money  on  its 
domestic  operations  except  when  cop- 
per prices  were  sky  high. 

"Anaconda's  very  depressed  level  of 
earnings  has  made  it  difficult  for  them 
to  make  capital  investments  and  take 
advantage  of  their  opportunities," 
Anderson  explains.  "They  are  capital- 
short,  and  now  that  we  are  in  a  posi- 
tion to  beghi  taking  a  lot  of  money 
out  of  Alaska,  we  can  have  a  \ery 
positive  influence  on  them." 

Anderson  may  be  right  or  he  may 
be  wrong,  but  say  this  for  him:  He 
is  playing  with  his  own  money.  A 
longtime  oil  independent,  he  sold  his 
Hondo  Oil  to  Arco  for  stock  in  1963, 
then  became  chaiiTnan  of  the  execu- 
tive committed  in  1964  and  took  over 
as  chairman  and  chief  executive  in 
1965.  As  the  owner  today  of  more 
than  300,000  shares,  Anderson  has 
more  than  $30  million  of  his  own  mon- 
ey at  stake.  He  is  clearly  interested  in 
more  than  building  monuments." 


Could  one  or  all  of  these 

timely  Reports  help 

you  make  a  profit? 

Make  your  own  choice. 

You  get  facts,  figures,  analysis,  appraisal  of  risk, 

and  clear  advice  on  which  stocks  United  recommends  to  buy, 

hold,  or  sell  now  in  these  new,updated  Research  Reports. 

65  Utility  Stocks      25  Active  Stocks 


Some  of  the  stocks  covered  are: 


These  heavily  traded  favorites  are: 


Allegheny  Pwr 

Duquesne  Lt 

NY  State  El 

Am  Ele  Pwr 

FlPwr 

No  States  Pwr 

Ariz  Pub  Ser 

Fl  Pwr  Lt 

Ohio  Ed 

Atlantic  City 

Gen  Pub  Util 

Okia  G  &  E 

BaltG&E 

Gulf  States 

Pacific  G  &  E 

Boston  Ed 

Hawaiian  Elec 

Pacific  Pwr  &  L 

Carolina  Pow 

Houston  L  &  P 

Penn  Pwr 

Cent&SW 

Idaho  Pwr 

Phila  Elec 

Cent  Maine 

Illinois  Pwr 

Potomac  Elec 

Cinci  G  &  E 

Iowa  P  &  L 

PubSerInd 

Cleveland  El 

Kansas  P  &  L 

So  Calif  Ed 

Com  Ed 

Montana  Pwr 

So  Carolina 

Consol  Ed 

New  Eng  Elec 

Southern  Co 

Am  Home  Pr 
ATT 

Avon  Prod 
Citicorp 
Disney 
Ea  Kodak 
Fed  Natl  Mtg 
Gen  Elec 
Gen  Mot 
Gulf  Oil 
ITT 
Kresge 


McDonalds 
Nat  Semicon 
Occid  Petr 
Pan  Am  Air 
Polaroid 
RCA 

Ryder  Sys 
Searle 
Sony 

Southern  Co 
Texaco 
Westinghse 
Xerox 


28  Split  Candidates      7  Low-Priced  Stocks 


We  look  for  a  further  pickup  in  stock  split 
activity  on  the  NYSE.  And,  to  help  you 
weigh  the  risks  and  profit  possibilities  in 
spotting  potential  splits— and  acting  on 
them— United  has  prepared  a  new 
Research  Report.  This  study  selects  28 
stock  split  candidates  and  especially 
recomnnends  4  for  purchase  now. 


This  report  picks  out  7  "low-priced" 
stocks  we  believe  have  a  good  chance 
to  rack  up  sizeable  percentage  gains  in 
a  rising  nnarket.  You  get  our  individual 
analysis,  appraisal  of  risk,  and  also  our 
advice  to  buy  the  stocks  of  these  good 
companies  for  their  attractive  profit 
potentials. 


Retirement  Portfolios     101  Mutual  Funds 


This  Report  provides  you  with  portfolios 
for  Retirement  Now  or  Later.  In  each 
case  we  have  carefully  picked  a  stock 
portfolio  of  eight  issues,  one  we  believe 
will  give  you  an  opportunity  for  higher 
income,  and  one  we  rate  favorably 
for  long-term  capital  growth. 


This  revealing  appraisal  gives  timely 
performance  comparisons  of  101  well 
known  Funds  through  the  good  and 
bad  times  of  the  last  ten  years,  then  lets 
you  see  how  they  have  acted  each  year, 
individually,  for  73,  74  and  75  plus 
1976  year-to-date. 


Order  any  one,  or  more  of  these  new, updated  Reports. 
You  will  also  receive  a  4-lssue  Guest  Subscription  to  United  Reports 


,  FILL  OUT  COUPON  AND  MAIL  TODAY  . 
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BEAUTIHJLTHINGS 

ARE  HAPPENING  IN  CEMENT. 


Cement.  The  key  ingredient  in 
concrete.  Dramatic.  Durable. 
Versatile.  With  no  other  building 
material  can  man  express  his 
imagination  in  so  many  ways. 

And  beautiful  things  are  develop- 
ing in  the  economics  of  cement, 
too.  Emerging  from  the  recession, 
the  Portland  cement  industry  has 
good  reason  to  be  optimistic. 
Excess  capacity  is  no  longer  the 
problem  it  was.  Long-term  trends 
and  forecasts  are  favorable,  and 
cement's  share  of  the  construction 
market  keeps  growing. 

As  the  Western  Hemisphere's 
leading  cement  producer,  Lone 
Star  Industries  is  in  a  unique 
position  to  take  advantage  of 
this  situation. 

Beyond  this.  Lone  Star  is  also 
deeply  committed  to  another  field 
that  continues  to  show  strong 
growth.  Through  our  network  of 
Home  Care  Centers,  we're  a  lead- 
ing retail  distributor  of  lumber, 
hardware,  paints  and  all  the  other 
materials  a  do-it-yourselfer  needs 
to  maintain  and  improve  his  home. 

Two  industries  with  bright  pros- 
pects. And  Lone  Star  is  well 
positioned  in  both  of  them.  We 
call  that  being  in  the  right  place 
at  the  right  time. 

If  you'd  like  to  know  more  about 
us,  write  to  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830. 


LONE^V 
STARM 

INDUSTRIES 


THE  RIGHT  PIACE  AT  THE  RIGHT  TIME 
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Money  And  Investments 


The  Economy 


Daddy,  What's  An  Econometrician? 

With  Jimmy  Carter  assured  the  Democratic  Presidential  his  computer,  then  the  computer  couldn't  predict  properly, 

nomination,  the  public  will  be  hearing  more  about  Law-  And  they  haven't  and  they  can't. 

rence  Klein,  Carter's  top  economist.  We  will  also  be  hear-  The  1974  forecasts  by  the  Wharton  model  and  its  two 

ing  more  about  econometric  models,  because  that  is  one  major  competitors    (Otto  Eckstein's  Data  Resources,  Inc. 

of  the  things  the  Wharton  School  economist  is  famous  for.  and  Michael  Evans'  Chase  Econometrics)  were  all  way  off 

What  is  an  econometric  model?  It  is  a  computer-based  the  mark.  Wharton  predicted  0.3%  real  growth,  and  7.2% 

set  of  formulae  that  attempts  to  correlate  the  interaction  of  inflation;  Chase  saw  0.6%  growth  and  5.6%  inflation.  DRI 

a  number  of  economic  series  into  a  unified  system  of  pro-  was  farthest  from  the  final  results,  with  real  growth  at 

jections.    It   purports    to   do   for   the   ec:)nomy   what   the  1.9%  and  inflation  5.7%.  What  actually  happened?  There 

Racing  Form  does  for  the  track.  was  no  real  growth  at  all— output  was  not  up,  but  down 

A  model  can  be  called  on,  for  example,  to  show  what  4.4%  and  inflation  was  a  horrendous  11.4%. 

would  happen  to  consumer  spending,  saving  and  capital  The  1975  predictions  were  equally  off  the  mark, 

outlays    if    taxes    were    raised— or    reduced— by    a    certain  None  of  the  three  leading  model  builders  anticipated 

amount.  The  idea  is  that  this  exercise  can   be  useful  in  that  real  output   would   fall  for   the   second   consecutive 

helping  determine  tax  policy.  (Or  it  could  help  a  business-  year  in  1975.  Crops,  Arabs  and  consumers  simply  refused 

man  estimate  what  would  happen  to  his  industry  if  certain  to  behave  the  way  the  model-masters  expected  them  to. 

things  happen  to  the  economy  at  large. )  In  July   1975,   Data   Resources,   Inc.   predicted   that  real 

There  is  only  one  flaw  in  this  lovely  tool.  The  flaw  is  growth  for  the  fourth  quarter  of  1976  would  be  7.2%.  It 

that  real  people  behave  unpredictably.  This  being  so,  the  has  since  cut  its  prediction  to  a  6.1%  annual  rate,  while 

model  must  be  programmed  according  to  its  master's  own  the  inflation   expectation  has   been   changed  from   6%   to 

beliefs  as  to  how  economic  individuals  will  react.  If  the  6.3%  after  being  as  high  as  7%  in  December  1975. 

master  were  clairvoyant,  so  would  his  model  be.  If  he  isn't  Really,  how  useful  can  such  forecasts  be?  The  answer 

clairvoyant?  Well,  you  know  the  old  saying  about  garbage  must  be:  not  very.  In  the  last  resort,  the  economist  with 

in,  garbage  out.  If  wrong  assumptions  go  in,  wrong  pre-  an  econometric  model  isn't  any  more  foresightful  than  is 

dictions  come  out.  the  economist  without  one.  In  fact,  the  Federal  Reserve 

An  econometrician  would  have  had  to  be  clairvoyant  Bank  of  Boston  pointed  out  last  December  that  "forecasts 

indeed  to  have  known  that  the  Organization  of  Petroleum  not  based  on  formal  econometric  models  appeared  to  be 

Exporting  Countries  was  going  to  quadruple  the  price  of  generally  as  accurate  or  more  accurate." 

oil,  that  the  Russians  and  Chinese  would  'ha\  e  bad  crops.  This  is  not  to  knock  the  veiy  able  Professor  Klein  nor 

that  the  dollar  would   be  twice  devalued,   that   inflation  to  downgrade  the  advice  he  will  be  giving  to  Candidate 

would  make  Americans  save  more  rather  than  spend  more.  Carter.  We're  just  saying  that  an  economist  with  a  magic 

But  unless  he  programmed  these  unpredictable  events  into  bDx  isn't  necessarily  smarter  than  one  without.   ■ 

Period  of  Economic  Recession  as  Defined  by  the  National  Bureau  of  Economic  Research 
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•  What  volume  of  hard  goods  are  we  ordering?       •  To  what  extent  are  consumers  going  into  debt?  Commerce  personal  income,  wage  and  salary 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Cleaning  lip  The  Mess 


By  Ben  Weberman 


I  he  Treasury  Department  has 
launched  a  major  drive  to  restructure 
the  $611-binion  national  debt.  The 
aim  is  to  stretch  out  the  average  ma- 
turity date  on  privately  held  federal 
securities,  which  now  stands  at  only 
two  years  six  months;  on  Jan.  1  it  was 
two  years  four  months. 

The  basic  idea  is  to  reduce  the 
frequency  of  Uncle  Sam's  trips  to  the 
marketplace.  Three-month  bills  must 
be  refunded  four  times  a  year;  a  ten- 
year  Treasury  note  only  once  in  ten 
years.  It  makes  quite  a  difference  to 
the  bond  market,  which  never  can 
be  sure  now  when  it  is  going  to  be 
swamped  by  a  big  Treasury  issue. 
Stretched-out  debt  means  a  more  pre- 
dictable federal  financing  schedule. 
That's  good  for  everybody.  It  will 
mean  fewer  surprises.  It  will  enable 
corporations  and  other  private  bor- 
rowers to  schedule  their  own  borrow- 
ing on  a  more  predictable  basis. 

Going  Slow 

Treasury  Secretary  William  Simon 
is  an  old  bond  man;  he  is  acutely 
aware  of  the  importance  to  our  econ- 
omy of  a  stable  bond  market.  Robert 
A.  Gerard,  his  assistant  secretary  for 
capital  market  and  debt  management, 
is  giving  high  priority  to  this  re- 
scheduhng  of  the  debt. 

To  begin  with,  those  popular  three- 
and  six-month  Treasury  bills  will  start 
getting  scarcer.  In  fact,  they  already 
are.  The  Treasury  is  now  auctioning 
about  $6  billion  of  the  bills  each 
week,  about  $200  million  less  than 
earlier  in   the  year.   The  Treasury  is 


determined  to  keep  reducing  this 
figure,  but  the  progress  will  be  slow. 
The  money  managers  must  be  careful 
not  to  swamp  the  market  with  too 
many  longer-term  bonds. 

The  job  is  formidable.  It's  a  tough 
task  that  Alexander  Hamilton's  suc- 
cessors have  given  themselves.  They 
must  clean  up  the  mess  in  the  federal 
debt  created  by  years  of  runaway  in- 
flation and  excessive  deficits.  In  addi- 
tion to  these  huge  weekly  91-  and 
182-day  bill  sales.  Treasury  must  sell 
monthly  about  $3  billion  of  52-week 
bills  and  about  $2.5  billion  of  two- 
year  notes.  You  can't  overnight  re- 
place all  this  with  five-  and  ten-year 
paper.  You  have  to  go  slow.  You 
have  to  feel  the   market  as   you   go. 

The  schedule  now  looks  something 
like  this:  In  the  first  month  of  every 
quarter,  the  Treasury  hopes  to  sell 
about  $2.5  billion  in  five-year  bonds. 
In  the  second  month,  the  emphasis 
will  be  on  refunding  $6  billion  or  so 
of  maturing  securities,  and  the  Trea- 
sury will  try  to  sneak  in  some  three- 
year  notes,  some  seven-to-ten-year 
notes  and  a  long-term  ( 15-to-25- 
year)  bond.  In  the  final  month  of  each 
quarter,  the  big  financing  will  be  in 
the  form  of  four-year  notes. 

The  8s  Of  1983 

Operation  stretch-out  was  launched 
in  earnest  in  February  with  the  huge- 
ly successful  sale  of  $6  billion  of  8% 
notes  due  in  1983.  Since  then  the 
average  maturity  has  gone  up  from 
28  montlis  to  30  months.  This  is  prog- 
ress, but  it  is  slow  progress.  There 
is  no  fast  and  easy  way  to  reverse 
the  situation. 

What  will  all  this  do  to  interest 
rates?  For  one  thing,  it  will  tend  to 
keep  short-term  rates  from  rising,  be- 
cause the  supply  of  short-term  bills 
will  be  declining.  This  scarcity  will 
tend  to  make  the  short-term  securities 
more  attractive.  The  current  spread  is 
already  very  much  in  favor  of  the 
long-term  paper.  A  three-month  bill 
currently  pays  5.4%.  A  one-year  bill 
yields  a  full  point  higher— 6.4%.  A  two- 


year  note,  6.9%.  A  ten-year  note  7.8%. 
A  25-year  Treasuiy  bond  8.05%. 
That's  a  far  cry  from  mid-1974  when 
short-term  yields  hit  9%,  making 
Treasury  bills  an  almost  irresistible 
investment. 

For  ordinary  investors  there  is  an- 
other attraction  for  the  longer  paper: 
It  comes  in  smaller  denominations. 
Bills  come  in  minimums  of  $10,000; 
the  four-year  and  longer  notes  and 
bonds  come  in  $1,000  denominations. 

The  Psychological  Premium 

However,  I  do  not  expect  the  re- 
funding program  to  force  longer-teim 
rates  up.  As  the  public  increasingly 
realizes  that  we  are  not  heading  back 
into  a  higher  rate  of  inflation,  longer- 
term  interest  rates  will  tend  to  drop, 
perhaps  sharply.  In  other  words,  the 
psychological  element  in  long-term 
rates  will  change  and  there  will  be  a 
much  lower  inflation  premium  de- 
manded by  investors.  This  will  easily 
oflset  the  bunching  of  Treasury  fi- 
nancing toward  longer-term  paper. 

Furthermore,  I  expect  the  Treas- 
ury's role  in  the  new  issue  market  to 
be  reduced  sharply  on  balance  as  the 
federal  deficit  continues  to  shrink. 
Oflerings  for  new  cash  had  totaled 
$40.8  billion  from  January  to  June. 
It  had  been  expected  that  about  $42 
billion  would  have  to  be  raised  in  the 
second  hall  which  usually  has  much 
greater  need  than  the  first  half.  Hut 
current  estimates  have  already  cut  the 
cash  requirement  to  $38  billion,  and 
the  size  of  tax  receipts  shows  that 
the  final  result  may  well  be  consid- 
erably smaller. 

So,  don't  worry  about  the  rel uncling 
program  forcing  up  longer-term  rates; 
it  won't.  The  Treasury  isn't  about 
to  upset  the  whole  economic  apple 
cart  just  to  get  its  debt  in  belter 
shape.  Longer-term  Treasury  notes 
and  bonds  are  a  good  buy  at  current 
yields.  The  rcfujiding  program  is  go- 
ing to  create  a  more  orderly  bond 
market.  Hut  it  is  not  going  to  reverse 
the  powerful  trend  toward  lower 
long-term   interest  rates.    ■ 
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THIS 
MANAGEMENT 

DECISION 
TOQKALOT 

OF  BRASS 


In  fact,  the  decision  to  sell  our  brass  mills  took  all  of  it.  Scovill  is  no  j 

longer  in  the  brass  business.  In  April  of  this  year,  we  sold  our  Metals  and  ^ 

General  Products  Divisions.  ; 

When  you  hold  the  longest  annual  consecutive  dividend  record  of  any  ^ 

industrial  on  the  bi^  board . . .  120  years ...  a  safe  decision  may  be,  "Why 
rock  the  boat?"  ^ 

Not  the  "New"  Scovill.  We  sold  the  brass  mills  — the  business  Scovill  j 

started  in  1802— because  this  cyclical  division  did  not  fit  our  plans  for  \ 

The  New  Scovill.  i 

Now  we  can  benefit  fully  from  Scovill  products  with  brand  name 
leadership  in  their  markets.  NuTone,  No.  I  in  built-in  housing  products.  ] 

Hamilton  Beach,  No.  1  in  many  small  appliances.  Dritz,  No.  1  in  sewing  I 

aids.  Gripper,  No.  1  in  apparel  fasteners.  Schrader,  No.  1  in  tire  valves.  ■] 

This  is  the  kind  of  leadership  that  will  give  us  our  growth  in  the  I 

future.  This  growth  is  reflected  in  our  first  quarter  results.  Per  share  ■ 

earnings  from  continuing  operations  rose  from  18<F  in  last  year's  first 
quarter  to  54<F  this  year.  ' 

The  New  Scovill  is  off  to  a  fine  start.  For  more  information,  write  for  ^ 

copies  of  our  1975  Annual  Report  and  our  first  quarter  results:  The  New 
Scovill,  Scovill  Square,  Waterbury,  Connecticut  06720.  ; 


Tl, 
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Scovill 


BRAND  NAME  LEADERSHIP  IN  GROWING  MARKETS  I 

NuTone  Hamilton  Beach  Artolier  Schrader  Dritz  i 

Lightcraft  Dominion  Sterling  NyGuard  Gripper  ! 

Caradco  Hero  Ajax  Clinton  Staylastic  \ 


Money  And  Investments 


Market  Comment 


At 


Summer  Doldrums 


By  L.O.  Hooper 


^t  this  point  in  the  market  cycle, 
I  am  much  more  interested  in  specific 
stocks  than  in  "the  market."  The  mar- 
ket is  neither  dirt  cheap  nor  very 
high.  In  such  circumstances,  the  trees 
are  more  important  than  the  forest. 
So  I  am  devoting  this  column  to  com- 
ment on  individual  stocks. 

Over  the  near  term  I  look  for  nei- 
ther a  disastrous  decline  in  stocks  nor 
for  a  runaway  rise.  I  am  guessing  that 
between  now  and  Election  Day  the 
Dow  Jones  industrials  will  not  go  be- 
low 950  or  above  1150,  and  that  the 
index  will  spend  most  of  the  time  be- 
tween 1000  and  1075.  Don't  take 
those  limits  too  seriously.  I  mention 
them  only  to  bolster  the  idea  that, 
for  the  present,  at  least,  careful  se- 
lectivity is  more  important  than  an 
approach  based  on  expectations  of  a 
violent  stock  market  performance. 

Sound  Value 

If  the  proposed  merger  into  Gen- 
eral Electric  is  finally  cleared  by  the 
antitrust  people,  Utah  International 
(60)  may  prove  to  be  a  cheaper  way 
to  buy  General  Electric  (57).  The 
deal,  which  has  been  at  least  infor- 
mally approved  by  the  managements 
of  the  two  companies,  would  give 
each  share  of  Utah  International  1.3 
shares  of  General  Electric.  This 
would  considerably  improve  the  in- 
come realized  by  Utah  stockholders. 
They  were  paid  $1  a  share  last  year 
on  earnings  of  $4.29  a  share.  Since 
GE  is  paying  $1.60,  the  dividend  on 

Mr.   Hooper  is  vice   president  of  the  NYSE  firm  of 
Thomson    &    McKinnon    Auchincloss    Kohlmeyer    Inc. 


1..3  shares  would  be  $2.08.  There's 
no  way  of  knowing  when  and  if  the 
antitrust  matter  will  be  cleared,  but 
the  managements  of  both  companies 
expect  the  merger  to  go  through. 
Even  if  the  merger  fails,  there  will  be 
good  sound  values  back  of  Utah 
International  stock. 

Ford  Motor  (58)  will  probably  re- 
port something  like  $7  a  share  earned 
in  the  first  half  of  the  year.  Even  al- 
lowing for  the  cost  of  model  changes 
in  the  third  quarter  and  a  slow  start 
for  the  1977  model  year  in  the  fourth 
quarter,  $9  a  share  for  1976  looks 
like  a  reasonable  expectation.  Some 
people  have  been  talking  about  $11. 
This  year  Ford's  domestic  operations 
have  not  been  as  outstanding  as  the 
performance  of  foreign  subsidiaries. 
There's  a  good  chance  that  1977  will 
be  a  better  auto  year  than  1976  and 
that  Ford  will  improve  its  share  of 
the  domestic  market. 

Neglected  Stocks 

The  auto  shares,  I  think,  have  been 
neglected.  I  don't  agree  with  those 
analysts  who  say  that  the  autos  have 
"had  it"  in  the  market.  Current  esti- 
mates are  that  General  Motors  (69) 
will  earn  $8  to  $9  this  year  and  that 
Chrysler  (19)  may  show  $4  to  $4.50. 
Chrysler,  of  comse,  has  made  an  al- 
most .spectacular  comeback,  consid- 
erably increasing  its  share  of  the  do- 
mestic market. 

American  Can  (33)  is  one  of  the 
few  real  blue  chips  that  sell  at  a  low 
P/E  to  return  around  7%  through  its 
$2.20  dividend.  Earnings  should  be 
$4.50  to  $5  a  share,  perhaps  higher. 

Dart  Industries  (35)  is  entitled,  by 
its  record,  to  a  growth-stock  rating. 
Profits  for  the  year  are  estimated  at 
between  $4.25  and  $5  a  share.  The 
64-cent  cash  dividend  is  stingy,  but 
it  usually  is  supplemented  by  a  3% 
stock  dividend.  Dart  is  a  fairly  diver- 
sified company  with  consumer-indus- 
try emphasis.  Among  its  well-known 
names    are   Tupperware   and   Vanda. 

A  rapid  recovery  in  the  mobile 
home    business    is    indicated    by    the 


fact  that  Sktjline  Corp.'s  (18)  sales  in 
the  May  quarter  increased  to  $89.4 
million  vs.  $50.7  million  for  the 
same  quarter  a  year  ago.  Skyline  was 
late  getting  into  the  mobile  home  in- 
dustry, which  explains  in  part  the 
better  behavior  of  the  stock  of  Fleet- 
wood Enterprises  (16).  Both  com- 
panies are  larger  and  better  managed 
than  most  units  in  this  fragmented 
field,  and  both  have  no  funded  debt. 

Pleasant  Prospects 

Archer-Daniels-Midland  (27)  has 
come  back  nicely  from  some  profit- 
taking  earlier  in  the  year.  Adjusted 
for  the  3-for-2  split  late  last  year, 
this  stock  has  just  about  doubled  since 
late  1974.  For  the  first  nine  months 
of  the  fiscal  year  ended  in  March, 
ADM  earned  $1.71  a  .share,  t>*.  $1.03 
(adjusted)  for  the  same  period  a 
year  ago.  This  company  is  perhaps 
the  greatest  expert  in  the  protein 
technology  of  soybeans,  and  it  is  es- 
tablishing close  relations  with  Nestle. 

Just  before  he  died  so  suddenly  in 
June,  the  distinguished  steel  analyst 
Ted  Gerken  made  some  projections 
about  1976  steel  company  earnings. 
Here  are  a  few  of  them:  Armco  (34) 
$5  vs.  $3.71  last  year;  Bethlehem 
(45)  $6  t;.v.  $5.54;  Inland  (55)  $6.50 
t5,v.  $4.43;  Ltjkes  Corp.  f22)  $8  vs. 
$5.73;  National  (50)  $5  us.  $3.10; 
Republic  (39)  $6.50  vs.  $4.46;  U.S. 
Steel  (55)  $8  u.s-.  $6.89  (adju.sted). 

Hughes  Tool  (47)  is  believed  to  be 
benefiting  materially  from  the  marked 
trend  toward  deeper  oil  and  gas 
wells.  The  company's  long-wearing 
journal-bearing  bits  are  often  pre- 
ferred, and  deeper  wells  make  for  ear- 
lier replacements.  Profits  may  rise  to 
$4.25  a  share  compared  with  an  ear- 
lier expectation  of  around  $3.75. 

With  the  c-onventions  on,  everyone 
is  talking  about  politics.  This  is  an 
area  in  which  the  financial  communi- 
ty is  often  naive.  I  firmly  believe  that 
economic  and  social  conditions  make 
or  break  politicians.  I  doubt  if  pol- 
iticians do  more  than  ride  on  trends. 
Thev  don't  make  them.   ■ 
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nor  Huck  ever  found  himself 
in  slPW^wirling  river  of  foam. 
Nor  contending  with  any  of  today's 
industrial  and  municipal  wastes.  But 
modern  anti-pollution  technology  is 
finding  the  answers.  And  we're  deeply 
involved.  In  fact,  Crane  and  its  Cochrane 
Environmental  Systems  Division 
have  been  specialists  in  water  and  waste 
treatment  for  better  than  a  century. 
The  pollution  symptom  above 
(sometimes  accompanied  by  malodorous 
gasses)  Indicates  dissolved  organic 
solids.  For  this  particular  problem  (as  for 
many  others)  Crane  provides  tailor-made 
techniques  and  tools.  For  example: 


Ozonators.  Degassers.  Aerators.  Carbon 
filters.  Clarjfiers.  Reverse  osmosis.  Plus  a 
wide  selection  of  valves  and  pumps  for 
fluid  control.  All  backed  by  specialized 
skills  and  knowledge. 

Dissolved  organic  solids  represent 
just  one  of  many  water  pollution  problems 
we  help  solve  every  day.  For  further 
information  contact:  Crane  Co.,  Dept.  AD, 
300  Park  Avenue,  New  York,  N.Y.  10022. 


CRANE 

® 


Crane  makes  it  flow  clean  again. 


Of  course  America's  still  an 
economic  powerhouse.  And  of 
course  we  still  have  a  sizable  lead 
over  most  other  countries  in  a  lot 
of  respects. 

But,  for  a  long  period  of  years,  the 
U.S.A.  has  been  losing  its  lead, 
and  fast.  Relative  to  most  other 
industrial  nations  we've  been  lag- 
ging in  economic  growth... lagging 
in  our  rate  of  capital  investment... 
lagging  in  plant  modernization... 
and  lagging  in  productivity  gains. 


How  can  we  get 

Unde  Sam 
moving  forward 

again? 


What  will  it  take  to  get  our  nation 
moving  forward  again?... to  gen- 
erate the  investment  capital  we 
need  to  grow?... to  maintain  jobs 
and  create  new  ones? 

The  key  to  getting  the  money  we 
need  for  expansion  and  improve- 
ment of  our  plants  is  better 
earnings'  — earnings  that  can  be 
invested  in  our  operations  and 


that  will  encourage  investors  to 
provide  us  with  additional  money 

But  this  alone  is  not  enough 
because  under  present  Federal 
tax  laws  the  government  would 
take  too  much  of  any  additional 
dollars  we  can  earn.  What  we 
need  now  is  Federal  tax  reform  to 
help  lower  barriers  to  capital 
formation. 

*In  1975,  Bethlehem's  earnings  after  taxes 
were  only  4.8%  of  revenues. 


Bethlehem 


How  you  can  help 

gear  up  the 

American  economy 


The  tax-writing  committees  of 
the  U.S.  Congress  are  studying 
the  subject  of  "Capital  For- 
mation!' 

Here  are  four  tax  measures 
which  we  believe  the  Congress 
should  enact  to  encourage  in- 
dustrial expansion  and  to  create 
jobs:  (1)  five-year  capital  recovery 
system,  (2)  12%  permanent 
investment  tax  credit,  (3)  write- 


off the  costs  of  pollution  control 
facilities  in  the  year  they  are 
incurred,  and  (4)  elimination  of 
the  double  taxation  of  corporate 
profits  paid  out  as  dividends. 

If  you  agree  that  revisions  in 
present  Federal  tax  laws  are 
needed  to  provide  the  additional 
capital  for  more  and  better  jobs, 
we  ask  you  to  tell  that  to  your 
Senators  and  Congressman. 


For  a  free  copy  of  the  folder, 
"Project  Mainspring— with  your 
help  it  can  wind  up  the  American 
economy  again','  write:  Public 
Affairs  Dept.,  Room  476F 
Bethlehem  Steel  Corp., 
Bethlehem,  PA  18016. 


Money  And  Investments 


The  Funds 


You  Can't 
Win  'Em  All 


Few  fund  groups  have  as  an  im- 
pressive long-term  performance  record 
as  Putnam  Management.  Between 
1971-75,  as  rough  a  market  period 
as  any,  Putnam  Growth  (assets: 
$654  million)  appreciated  21%  vs. 
3%  for  the  average  mutual  fund  and 
2%  for  the  Dow  Jones  industrials. 
The  organization's  nine  other  funds, 
including  George  Putnam  of  Boston 
(assets:  $340  million),  moved  up  be- 
tween 22%  and  65%.  Its  dual-purpose 
fund  (Forbes,  Feb.  1)  has  had 
about  the  best  stock  performance  in 
that  group  in  recent  years. 

But  since  the  stock  market  reached 
its  low  in  late  1974,  the  Putnam 
funds'  perfoiTnance  has  been  decided- 
ly laggard  vis-a-vis  their  long-term 
records.  This  year  the  Dow  has  appre- 
ciated about  18%  and  the  average  mu- 
tual fund  16%.  But  the  Putnam  stock 
funds  have  barely  been  keeping  up. 

As  you  might  expect,  what  went 
"wrong"  was  that  Putnam,  like  many 
growth  stock-oriented  organizations, 
let  itself  get  too  enamored  with  the 
traditional,  high-multiple  issues— such 
as  Johnson  &  Johnson,  Eli  Lilly,  Xerox, 
Polaroid.  In  1974,  when  many  of  the 
other  believers  had  given  up  on  the 
topnotch  growth  stocks,  boss  of  the 
Putnam  funds,  George  Putnam,  still 
insisted:  "Banks  and  pension  funds 
will  buy  the  names  they  know  best. 
As  for  the  natural  resource  and 
shortage  stocks,  I  think  the  institu- 
tions will  merely  fiddle  with  them, 
but  not  take  significant  positions." 

Alas  for  Putnam,  the  market  came 
back,  but  the  top  growth  stocks 
didn't.  "My  timing,"  concedes  George 
Putnam,  "wasn't  the  best." 

"We  had  our  portfolios  well  geared 
for  relative 'earnings  perfoiTnance  in 
1975,"  sa^s  Putnam  Management 
President  Norton  Reamer.  "But  they 
were  excessively  pristine"— meaning 
that,  in  the  face  of  a  severe  recession, 
Putnam  wanted  to  stick  with  only  the 
bluest  of  the  blue  chips,  thereby 
avoiding  the  cyclicals  and  "smoke- 
stack" stocks  where  the  bulk  of  the 
market's  rise  *has  been  concentrated. 

"We  put  too  much  emphasis  on 
the  expected  earnings  momentum 
that  these  growth  companies  would 
show  in  1975,"  says  Martin  Hale,  Put- 
nam's executive  vice  president  for  in- 


Hale  of  Putnam 

vestments.  "At  the  same  time,  we 
failed  to  see  that  the  earnings  mo- 
mentum of  the  cyclicals  and  the  basics 
would  be  as  enonnous  as  it  was." 

Now  Putnam  realizes  that  its  search 
for  stocks  has  to  be  a  little  broader 
than  it  was  two  years  ago. 

Unlike,  say,  a  Chemical  Fund, 
which  is  sticking  with  its  heavy  con- 
centration in  drug  stocks,  Putnam  has 
become  more  flexible,  less  dogmatic 
in  the  kinds  of  stocks  it  considers  for 
investment.  It  will  still  buy  stocks 
with  high  multiples  such  as  Baxter 
Laboratories  and  Kresge,  but  it  is  also 
willing  to  buy  autos,  paper  compa- 
nies or  U.S.  Steel. 

"We're  looking  more  at  value,"  says 
Hale.  "It  may  not  necessarily  mean 
buying  a  stock  simply  because  it  is 
selling  at  three  times  earnings,  such 
as  a  Repubhc  Steel.  But  it  might  well 
mean  swapping  out  of  Johnson  & 
Johnson  into  a  GM  or  an  Internation- 
it1  Paper. 

"We  look  for  companies  with 
unique  characteristics,"  Hale  goes  on. 
"A  U.S.  Steel  is  dominant  in  its  in- 
dustry, has  financial  strengths  and  is 
well  diversified,  whereas  a  Bethlehem 
isn't  quite  as  dominant,  has  much 
more  severe  pension  problems  and 
doesn't  have  quite  the  depth  of  prod- 
uct or  financial  resources.  So  where 
we  have  gone  away  from  growth 
stocks,  we  have  kept  our  other  stan- 
dards, such  as  a  degree  of  unique- 
ness, financial  strength  and  earnings 
momentum,  very  tight." 

Tight  though  those  standards  may 
be,  Putnam  has  been  going  into  stocks 
it  never  would  have  dreamed  of  in 
1974.  Take  the  chemical  industry. 
"We  have  moved  down  from  a  Dow 
to  include  Stauff^er,  Diamond  Sham- 
rock, Monsanto  or  even  an  Ethyl,  all 
companies  that  were  very  much  more 
commodity-oriented,"  says  Hale.  Hale 
doesn't  draw  a  line  until  he  comes  to 
a  company  like  Reichhold  Chemicals. 


"They're  in  a  number  of  commodity 
businesses  with  little  ability  to  up- 
grade and  convert  products." 

An  area  that  Putnam  Investors  is 
fairly  heavy  in  is  property  and  casual- 
ty insurance.  "Companies  are  start- 
ing to  move  into  the  black  on  an  un- 
derwriting basis,"  notes  Hale.  "We 
think  we  will  see  very  high  earnings 
in  1977-78."  A  favorite  is  General 
Reinsurance.  "We  think  the  recovery 
will  be  far  sharper  than  most  people 
on  the  street  are  looking  for,  extreme- 
ly strong  profits.  They  are  virtually 
the  only  reinsurance  company  left. 
They  can  call  the  shots  and  they  do." 

We  asked  what  areas  Putnam 
found  interesting  right  now. 

"Capital  spending  is  where  current 
interest  is  centered  for  the  most 
part,"  replies  Hale.  "Clark  Equip- 
ment, Cummins,  Caterpillar.  Cooper 
Industries  is  a  little  bit  of  capital 
spending  and  energy.  I  personally 
don't  care  for  Dresser,  although  it 
is  a  good  company."  Hale  is  also  bull- 
ish on  the  retail  side:  "The  consumer 
lias  led  the  economy  out  of  each  re- 
cession. You  have  a  tax  cut,  less  in- 
flation, increases  in  real  disposable  in- 
come; with  high  savings,  there  is 
plenty  of  money  floating  around." 

Not  surprisingly,  Putnam  loves 
Kresge,  a  traditional  growth-stock  fa- 
vorite. "They've  come  through  a  very 
difficult  period,"  explains  Hale,  "with 
what  looks  like  an  ability  to  grow  at 
15%  to  17%.  They're  opening  up  new 
stores  and  we  don't  feel  they're  sat- 
urated. Their  pricing  is  still  the  sharp- 
est around." 

But  unlike  1974,  several  of  Put- 
nam's funds  have  bought  into  Allied 
Stores  and  heavily  into  Woolworth. 
"The  latter  two  are  not  growth 
stocks,"  Hale  concedes.  "They're  not 
programmed  for  15%  long-term 
growth.  They  will  be  gone  from  our 
portfolio  long  before  Kresge." 

One  example  of  the  greater  atten- 
tion being  paid  to  Lwer  multiples 
and  "turnaround"  stocks  is  the 
George  Putnam  fund's  new  holding 
in  Blue  Bell.  "It's  undoubtedly  late 
in  the  denim  trend,"  says  Hale.  "But 
even  if  there  is  a  slowdown,  at  worst 
next  year's  earnings  should  be  around 
$7.50  from,  say,  $8.50;  the  stock  at 
$35  doesn't  seem  to  have  much  down- 
side risk." 

Two  other  areas  Putnam  likes  are 
minicomputers  and— conglomerates. 

"We  have  been  very  enthusiastic 
about  the  growth  prospects  of  mini- 
computers," Hale  explains.  "The  ease 
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Thanks  to  you, 

the  Eastern         Meadowlark, 
the  Rufous-sided  Towhee,  the  Red- 
breasted  Nuthatch,  the  Baltimore 
Oriole,  the  Cedar  Waxwing,  the  Belted 
Kingfisher,  the  Canadian  Warbler, 
and  hundreds  of  other  forest  birds  still 
have  their  homes.  Because  you've 
been  careful  with  fire,  the  number  of 
forest  fires  in  the  past  30  years 
has  been  cut  in  half. 

Thanks  again,  from  Smokey  Bear, 
your  State  Forester,  and  the  birds. 


A 


A  Public  Service  of  This  Magazine  &  The  Advertising  Council    q^  r^S 
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The  Funds 


of  entry  at  this  stage  has  diminished 
rapidly.  Digital  is  clearly  the  strong- 
est company.  Data  General  is  certain- 
ly a  No.  Two  company,  but  it  is  a 
strong  one,  with  good  financials,  an 
ability  to  innovate  in  terms  of  prod- 
uct introduction;  it  has  integrated  in- 
to manufacturing.  We  feel  the  mar- 
gins will  be  able  to  be  maintained. 

"We  get  nervous  when  the  multi- 
ples are  high  [Digital  is  at  33;  Data 
General,  31],  but  I  don't  feel  you  can 
get  rid  of  a  stock  just  because  it  has  a 
high  multiple,"  declares  Hale.  Among 
conglomerates,  various  Putnam  funds 
hold  Gulf  &  Western,  Northwest  In- 
dustries, Rockwell  International  and 
a  new  one,  American  Standard.  Of 
the  latter,  he  says:  "They  have  sub- 
stantially cleaned  up  the  problems. 
We  think  there  is  an  outside  chance 
of  the  company  earning  $6  to  $7  and 
lifting  the  dividend  to  match."  Ameri- 
can recently  sold  at  24. 

Among  Putnam's  nonfavorites  at 
the  moment  are  National  Semiconduc- 
tor and  Polaroid  ("the  Syntex  of  the 
Big  Board,"  quips  Hale).  In  Nation- 
al, one  of  Putnam's  funds  more  than 
doubled  its  money,  but  is  now  out. 
Says  Hale,  "The  earnings  were  slow 
to  develop;  here  was  a  case  where 
the  multiple  did  get  way  ahead  of 
the  stock's  price." 

As  for  Polaroid,  Hale  admits  that 
earnings  will  look  good  for  the  next 
two  years.  But  like  a  growing  num- 
ber of  investors,  he  is  fearful  of  Ko- 
dak, despite  its  low-key  approach. 
"Kodak  remains  a  powerful  name," 
says  Hale,  "and  I  tend  to  be  skeptical 
of  the  concept  that  the  two  of  them 
will  generate  sufficient  new  unit  vol- 
ume growth  such  that  whatever  Ko- 
dak takes  will  come  out  of  that 
growth   and   not   Polaroid's   volume." 

While  Putnam  was  jolted  by  what 
has  happened  in  the  last  two  years, 
its  long-range  record  is  still  excellent; 
you  can't,  after  all,  win  them  all.  The 
outfit  is  not  panicking  and  is  shifting 
the  emphasis  rather  than  abandoning 
its  time-tested  approach. 

Before  leaving  Boston,  we  asked 
George  Putnam  for  his  outlook,  and 
he  was  optimistic.  Said  he,  "The  com- 
bination of  good  business,  reasonable 
multiples,  increasing  dividends  and 
the  fact  that,  the  market  is  behind 
itself  [in  its  traditional  total  return- 
about  8.55g  to  9%],  leads  me  to  feel 
fairly  well  about  stock  markets  for  the 
next  two  years."  Here,  he  will  prob- 
ably be  more  on  target  than  he  was 
two  years  ago  about  growth  stocks.   ■ 
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Money  And  Investments 


The  Street  Walker 


Are  The  Tobaccos  A  Buy? 


"If  you  bought  liquor  stocks  at  the 
right  time,  you  made  a  lot  of  money," 
says  Arthur  Bugs  Baer  of  Faulkner, 
Dawkins  &  Sullivan,  a  security  ana- 
lyst with  a  sense  of  humor  as  well  as 
a  sense  of  value.  Bugs  Baer  is  ex- 
pounding on  his  general  theory  of 
the  hated  industry;  Buy  a  good  stock 
when  everybody  hates  it. 

Baer  thinks  tobacco  stocks  are  the 
liquor  stocks  of  today.  They  are  go- 
ing through  their  own  version  of 
Prohibition.  Like  liquor,  he  says,  to- 
bacco is  the  victim  of  one  of  those 
orgies  of  well-meaning  meddhng  that 
periodically  sweep  the  nation. 

"Alcohol,"  says  Baer,  "is  more  of  a 
menace  than  it  was  in  the  old  days- 
drunks  didn't  have  autos  then— but 
nobody  talks  about  Prohibition  any- 
more." Instead,  the  same  types  are 
going  after  cigarettes.  But  this,  too, 
will  go  up  in  smoke. 

"Listen,  the  average  amount  of  tar 
per  cigarette  is  dropping  rapidly— 
from  40  milligrams  in  1950  to  only 
about  18  last  year.  If  tar  is  cancer- 
related,  this  decrease  in  tar  is  bound 
to  show  up  in  a  large  decline  in 
various  illnesses." 

Baer  was  just  warming  up.  "Scien- 
tists are  finding  it  is  not  so  much 
smoking— or  drinking  or  overeating— 
that  kills,  it's  your  personality  type. 
There's  this  Swedish  study  of  pairs  of 
identical  twins.  One  twin  smokes  and 
the  other  doesn't.  So  far,  the  mortal- 
ity of  both  groups  is  about  the  same. 

"Do  you  realize  what  that  prob- 
ably means?" 

Sure.  It  means  that  you  can  feel 
more  relaxed  about  smoking— maybe. 

We  didn't  quite  buy  Baer's  argu- 
ment about  smoking,  but  we  wanted 
to  know  his  conclusions.  He  likes  only 
three  of  the  stocks: 

1)  Philip  Morris,  which  has  in- 
creased earnings  for  22  consecutive 
years,  continues  impressive  market- 
share  gains  in  cigarettes  and  beer  too. 
With  its  stock  down  six  points  to 
about  $53  and  estimated  1976  earn- 
ings per  share  of  $4.30,  it  commands 
a  price/earnings  multiple  of  only  12, 
about  equal  to  the  overall  market. 
That's  too  small  a  premium,  Baer 
says,  for  Philip  Morris'  quality. 

2)  Down  11  points  to  about  $57 
per  share,   industry   leader   Reynolds 


Industries  should  earn  $7.25  fully  di- 
luted this  year;  it  sells  at  an  anemic 
multiple  of  eight.  Reynolds  also  con- 
tinues to  increase  its  own  market 
share,  but  critics  wrongly  worry  that 
its  diversification  into  shipping  and 
oil  is  turning  a  consumer  goods  com- 
pany into  a  conglomerate. 

3)  With  well  under  $200  million 
in  sales,  U.S.  Tobacco  has  done  as 
well  as  its  multibillion-dollar  rivals. 
King  of  unlikely  growth  products, 
such  as  chewing  tobacco  and  snuff, 
U.S.  Tobacco  has  had  record  earn- 
ings every  year  since  1966.  It  diversi- 
fied with  success  in  pens,  pet  foods 
and  wine.  Selling  at  $20  a  share,  its 
multiple   of   10.5   is   low,   Baer   says. 

By  the  way,  does  Baer  smoke? 

"Well,  no  I  don't.  Few  cigarette 
analysts  do  after  all  they  read." 

Analysis  In  The  Sunshine 

How  OBJECTIVE  are  stock  analysts? 
How  thorough?  They  are  less  of  both 
than  they  should  be  if  the  recent 
happenings  in  Brunswick  Coip.  stock 
are  any  criterion. 

It  seems  Brunswick  junketed  100 
analysts  to  the  Daytona  Beach  Hilton 
on  May  6  for  a  two-day  "briefing." 
The  analysts  were  lavishly  entertained 
and  given  the  impression  that  Bruns- 
wick was  gaining  market  shares  from 
its  archrival.  Outboard  Marine.  In 
fact,  the  reverse  might  be  true. 

Outboard  reported  a  60%  jump  in 
marine  motor  sales  in  the  first  quarter. 
Off  the  record,  Brunswick  admits  its 
sales  didn't  do  that  well.  On  the  rec- 
ord. Max  McCrath,  Brunswick  vice 
president  and  treasurer,  told  Forbes, 
"We  don't  give  out  our  quarterly  Mer- 
cury figures."  Quite  a  number  of  the 
analysts  went  home,  nonetheless,  high 
on  Brunswick  and  sour  on  Outboard. 
One  Boston  fund  reportedly  dumped 
a  large  block  of  Outboard. 

Brunswick  stock  responded.  It  was 
14'X  on  May  3.  It  recently  sold  above 
17.  Volume  in  Brunswick  stock 
soared  on  the  New  York  Stock  Ex- 
change following  the  meeting.  Mon- 
day—70,800  shares  traded  hands; 
Wednesday— 116,600  shares.  Normal 
trading  volume  in  Brunswick  is  in  the 
20,000-to-30,0()0  range.  Meanwhile, 
hard  hit  by  selling,  Outboard  Marine 


<fell  from  34  to  28  before  rebound- 
ing to  31. 

Has  anything  happened  in  the  real 
world  of  business  to  explain  the 
divergent  action  of  the  two  stocks? 
We  asked  Sherwood  Richardson,  Out- 
board Marine's  vice  president  for  fi- 
nance. "Nothing  that  I  can  think  of," 
he  replied,  then  added  a  bit  hesitant- 
ly, "Well .  .  .  Brunswick  did  have  a 
meeting  in  Daytona."  That's  security 
analysis? 

Clobbered,  The  Chemicals 

"I'm  not  supposed  to  talk  to  the 
press,"  grumbled  William  Young, 
Morgan  Stanley's  chief  chemical  stock 
analyst.  Morgan  Stanley  had  just  is- 
sued a  Young  report  that  sent  the 
chemical  stock  sprawling:  Dow,  Mon- 
santo, Rohm  &  Haas,  du  Pont  all 
down  by  more  than  three  points  on 
June's  last  tiading  day.  "It  was  like 
throwing  a  match  on  gasoline,"  said 
another  analyst  about  Young's  report, 
liut  Young  wasn't  saying  "sell";  just 
"don't  buy."  Young  concedes  the  re- 
port said  there  had  been  some  price 
discounting  in  the  industry— but  "we 
won't  know  for  a  few  months  whether 
it  will  continue."  Young  even  called 
clients  the  next  day  saying  the  re- 
port did  not  mean  sell. 

It  was  all  a  tempest  in  a  teapot. 
The  prices  quickly  recovered.  The 
chemicals  still  have  a  lot  of  friends  on 
The  Street.  Said  Michael  Johnston, 
chief  of  research  for  Mitchell  Hutch- 
ins:  "We  still  think  chemicals  are 
good;  there  is  nothing  to  indicate  a 
catastrophic  deterioration  in  prices." 
Anantha  Raman,  First  Boston's  highly 
respected  chemical  analyst:  "Operat- 
ing rates  in  most  products  are  going 
up,  so  there  won't  be  great  pressure 
to  cut  prices."  Raman  looks  for  over- 
all chemical  prices  to  go  up  an  av- 
erage of  5%  this  year,  3%  next;  John- 
ston looks  for  8%  next  year.  Raman's 
advice  is:  If  you  own  chemical  stocks, 
hold  them;  if  you  don't,  buy  them. 

So,  with  most  of  The  Street  bullish 
and  with  Morgan  Stanley  simply  say- 
ing "don't  buy,"  why  did  the  chemi- 
cal stocks  lake  such  a  beating?  The 
best  guess  is  that  a  lot  ol  people  arc 
afraid  that  the  industry's  price  sta- 
bility is  just  too  good  to  be  true.   ■ 
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G>uld  an  American 

perfume  manufacturer  enjoy 

the  sweet  smell  of  success 

in  France? 


He  very  well  might. 

In  1973,  France  imported  close  to  $1  million  worth 
of  American  perfumes  and  the  market  is  healthy. 
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16.8 

32-17 

Jack  Eckerd 

6.0 

30    -2178 

2372 

1.51 

31.0 

21.3 

15.6 

38-20 

Edison  Bros.  Stores 

8.0 

5674-4572 

4878 

6.21 

30.7 

25.4 

7.9 

13-  8 

Garfinckel  Brooks  Bros. 

8.1 

1678-1372 

15 

2.27 

66.7 

6.7 

6.6 

12-  6 

General  Mills 

5.4 

3478-2678 

3172 

2.04 

24.2 

14.4 

15.4 

20-13 

Genuine  Parts 

4.1 

4178-3474 

377. 

1.92 

20.0 

14.6 

19.7 

32-19 

Gerber  Products 

1.5 

2678-1972 

25% 

2.81 

28.6 

4.0 

9.0 

17-  9 

Int'l  Flavors  &  Fragrances 

5.2 

2878-21 78 

2574 

0.74 

50.0 

8.9 

34.1 

59-38 

S.S.  Kresge 

6.0 

3974-31 74 

3572 

1.83 

118.8 

17.9 

19.4 

40-22 

McCormick 

6.8 

3974-3274 

3572 

2.40 

62.9 

17.5 

14.8 

35-19 

McDonald's 

0.2 

66    -5174 

5872 

2.29 

28.6 

33.2 

25.6 

53-24 

Marriott 

0.8 

1978-1374 

1672 

0.80 

37.5 

8.9 

20.6 

45-21 

Marsh  &  McLennan 

-0.9 

6174-5272 

5774 

3.02 

18.6 

11.5 

19.1 

28-19 

May  Dept.  Stores 

-3.9 

3578-2778 

3072 

3.06 

48.0 

12.6 

10.0 

15-  8 

Minnesota  Mining 

0.2 

6578-5278 

5578 

2.42 

27.7 

5.2 

23.0 

34-24 

Nabisco 

8.4 

4274-3572 

41«/4 

4.02 

44.4 

2.8 

10.4 

17-11 

PepsiCo 

6.4 

7674-6972 

7472 

4.61 

30.3 

12.9 

16.2 

24-15 

Petrie  Stores 

1.6 

80    -6778 

71 7e 

4.22 

42.9 

25.9 

16.9 

28-16 

Philip  Morris 

-3.3 

5978-4974 

5174 

3.80 

23.1 

15.8 

13.5 

20-13 

Procter  &  Gamble 

6.6 

%  74 -81 78 

9478 

4.61 

29.6 

8.6 

20.6 

28-20 

Ralston  Purina 

9.0 

5278-4672 

5178 

3.26 

47.5 

13.0 

15.8 

20-14 

Reynolds  Industries 

-8.3 

6874-55 

5678 

7.72 

26.0 

9.7 

7.3 

11-  7 

Rich's 

1.2 

25    -21 

2172 

3.00 

45.9 

5.9 

7.2 

16-  9 

Royal  Crown  Cola 

8.1 

2378-1678 

1878 

1.73 

22.9 

7.0 

10.6 

24-10 

Rubbermaid 

0.0 

2978-24 

2574 

1.60 

140.0 

12.0 

15.8 

38-19 

Russ  Togs 

-3.3 

1478-1078 

1074 

1.83 

51.6 

0.9 

5.9 

13-  7 

Sears,  Roebuck 

0.4 

7974-6172 

6474 

3.51 

58.8 

-1.8 

18.4 

28-18 

Seven-Up 

4.6 

41     -3274 

34 

2.04 

55.2 

17.1 

16.7 

30-18 

Snap-On  Tools 

4.7 

3572-2872 

3372 

1.65 

76.7 

11.5 

20.3 

39-20 

Squibb 

-1.1 

3878-2872 

3278 

2.27 

26.5 

10.9 

14.5 

28-18 

Startdard  Brands  Paint 

-6.9 

4978-37 

37 

1.87 

30.0 

17.9 

19.8 

42-24 

Tropicana  Products 

7.9 

3072-2474 

2774 

1.49 

23.3 

16.8 

18.3 

41-17 

Upjohn 

0.3 

4872-37-/8 

42 

2.40 

21.9 

13.7 

17.7 

35-19 

West  Point-Pepperell 

3.8 

4278-3372 

3772 

5.09 

77.2 

33.4 

7.4 

12-  7 

F.W.  Woolworth 

4.0 

2778-2074 

22  7e 

3.48 

45.2 

7.5 

6.6 

13-  8 

i 
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Money  And  Investments 


Venture  Capital 


Can  You  Smile  While  Losing? 


r  or  all  of  its  heartaches,  for  all  of 
its  headaches,  venture  capital  is  prac- 
tically the  only  form  of  investing 
where  fortunes  are  made. 

Virtually  every  American  fortune 
stems  from  what  would  today  be  a 
venture  deal.  The  lure  in  Mellon's 
time,  in  Rockefeller's,  in  Carnegie's 
and  the  lure  now  is  not  that  marvel- 
ous stock  that  doubles  or  triples  in 
price.  It  is  that  hundred-to-one  or  the 
thousand-to-one  payoff.  The  Xerox 
that  works.  The  IBM  that  survives. 

Does  It  Turn  You  On? 

What  is  a  venture  deal?  Purists 
would  respond  that  it  is  a  start-up 
business,  generally  in  high  technology. 
It  is  that  fellow  who  comes  into  your 
office  with  "it"  concealed  in  a  brown 
paper  bag.  He  surveys  things  suspi- 
ciously, insists  that  you  pull  the 
shades,  and  then  allows  you  to  see  "it" 
—the  invention.  One  day  I  found  my- 
self staring  into  a  rubber  tube  and, 
through  the  miracle  of  fiber  optics, 
could  discern  a  photo  of  the  inventor's 
plump  wife  posing  in  a  bathing  suit. 

She  didn't  turn  me  on.  Neither  did 
his  invention. 

But  backing  inventors  is  venture 
in  its  purest  form,  and,  let  me  add 
for  the  record,  its  most  socially  con- 
structive. Somebody  has  to  do  it,  or 
capitalism  is  on  the  way  out. 

But,  I  regret  to  say,  for  the  mo- 
ment high  technology  start-ups  are 
not  for  me.  Nor  for  most  other  pro- 
fessional practitioners  in  the  venture 
field.  We  have  eased  into  the  safer 
waters  of  secondary  financings  and 
leveraged  buyouts  (which  involve 
selling  a  company  to  its  operating 
management  on  a  very  small  down 
payment). 

At  a  meeting  of  the  Fairfield  Coun- 

Mr.  Murphy  heads  a  venture  capital  firm,  Partner- 
ship Dankist,  Stamford,  Conn. 


By  Thomas  P.  Murphy 


ty  Venture  Capital  Group  (Stamford, 
Conn.)  last  winter,  this  question  was 
posed  to  25  members:  Would  you 
back  a  start-up  company? 

There  was  a  long,  embarrassed 
silence.  It  was  like  asking  a  class  re- 
union at  West  Point:  Would  you 
charge  a  machine  gun?  We  all  knew 
we  ought  to  be  willing. 

One  lone  hand  was  finally  raised. 

He  was  a  guest  from  California. 
Perhaps  that  tells  us  something  about 
the  effects  of  California  sunshine  on 
mental  stability. 

Yet  my  own  best  investment  was  a 
start-up  venture.  And  the  venture  in- 
dustry's fabled  winner.  Digital  Equip- 
ment Corp.,  was  a  start-up  that 
is  now  worth  over  $2  billion  in  the 
marketplace. 

The  current  prejudice,  mine  and 
the  industry's,  against  start-ups  is  not 
based  on  results  that  are  necessarily 
bad,  viewed  in  balance.  It  is  based, 
rather,  on  what  nearly  everybody  do- 
ing venture  investing  finds  to  be  his 
greatest  problems:  1)  time  to  do  ev- 
erything that  needs  doing;  2)  anxiety. 
Start-ups  simply  require  too  much 
Jime  and  cause  too  much  anxiety. 

I  won't  belabor  the  time  element. 
Successful  venture  capitalists  are  not 
passive  investors.  Starting  a  business 
is  a  once-in-a-lifetime  experience  for 
most  entrepreneurs.  But  the  experi- 
enced venture  capitalist  has  done  it 
before,  and  his  guidance  through  in- 
fancy is  often  crucial.  In  short,  he 
invests  precious  time  as  well  as  mon- 
ey in  the  deal. 


Failure  Before  Success 

But  time  and  money  are  not 
enough.  Let's  get  to  the  anxiety  ques- 
tion, for  it  touches  most  directly,  I 
believe,  on  whether  or  not  an  individ- 
ual with  some  capital  and  joie  cle 
vivrc  ought  to  go  into  private  invest- 
ments, and  how  far  out  on  the  risk 
scale  he  ought  to  go.  There  is  a  tru- 
ism: Every  successful  business  has 
nearly  failed  three  times.  I  am  up  to 
five  with  one  of  my  ventures.  This  is 
the    anxiety    factor.    Forget    venture 


capital  if  you  lack  the  ability  to  main- 
tain a  sense  of  humor  through  long 
periods  of  crisis.  Humor?  Smile  at  los- 
ing money?  Sometimes  that's  all  you 
can  do. 

What  is  your  tolerance  for  phone 
calls  of  the  following  sort? 

1)  "There  is  a  blizzard  in  New  En- 
gland and  we  can't  get  our  crews  into 
the  stores." 

2)  "The  new  Swiss  machine 
doesn't  work  and  we  traded  in  the  old 
one.  Maybe  you  can  find  an  engineer 
in  Europe  who  knows  how  to  run  one. 
Otherwise,  we're  out  of  business." 

3)  "The  bank  is  calling  the  loan 
[oh,  how  many  times  I've  heard  that]." 

4)  "We  can't  meet  Friday's  pay- 
roll. Could  you  just  put  in  a  little  more 
money?  We  could  pay  you  back.  .  .  ." 

Before  deciding,  remember,  your 
money  is  already  in  and,  by  that 
stage,  probably  more  than  you  in- 
tended to  put  in.  You  probably  de- 
cided to  go  into  the  venture  deal 
against  the  advice  of  your  lawyer  and 
your  accountant  and  certainly  your 
wife.  So  your  ego  and  your  self-image 
are  invested  there,  too. 

Hard  Questions 

On  Wall  Street  they  advise  us  to 
sell  to  the  sleeping  point.  There  is  al- 
most no  selling  of  a  venture  deal  when 
it  begins  to  have  problems.  It  is  yours, 
and  do  you  quit  (no  more  good  mon- 
ey after  bad)  or  do  you  persevere? 

These  are  the  hardest  questions 
anyone  doing  these  deals  has  to  an- 
swer: When  is  it  too  soon  to  quit? 
When  is  it  too  late  to  continue? 

But  back  to  the  psychological— 
though  I  am  practising  without  a  li- 
cense. It  is  my  observation  that  suc- 
cesses in  the  field,  both  entrepreneurs 
and  investors,  are  damn  fool  stubborn 
people.  They  persevere  against  odds 
that  any  committee  would  reject  as 
hopeless.  Every  good  entrepreneur  I 
have  dealt  with  has  been  absolutely 
willing  to  take  the  ship  down,  him- 
self and  my  money  with  it,  before 
quitting.  They  are  that  foolish,  and 
God  bless  them.   ■ 
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Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of  Disadvantage" 
a  free  booklet. 

ROWE  PRICE 

NEW  INCOME 

FUND,  INC 

A  fully  managed  No-Load  fund  seeking  the  highest  investment 

income  consistent  with  preservation  of  principal— not 

just  for  today,  but  for  the  future  as  well. 

No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301  -547-21 36 

Rowe  Price  New  Income  Fund,  Inc. 
1 00  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

I    I  Self-Employed  Retirement  Plan  Available 

Name 


Address_ 
City 


.State. 


-Zip_ 


Perf orm  a 
death-'defyi  Ag  act. 


Esercise  re^ladsiL 


Give  Heart  Fund     T 

American  Heart  Association  -.Jy 


Readers  Say 


(Continued  from  page  12) 

quarters  again  as  many  passenger 
lives  as  the  air  cushion /safety  belt 
combination- 11,000  vs.  6,300.  Man- 
datory seat  belt  usage  would  save 
motorists  billions  of  dollars  in  one  year 
alone.  Furthermore,  we  have  no  wa\' 
of  predicting  how  the  passage  of  time 
may  effect  the  operation  of  the  so- 
phisticated components  of  the  air 
cushion  system. 

—Paul  E.  Svoboda 

Director,  Public  Relations  N.Y., 

General  Motors  Corp. 

New  York,  N.Y. 

Sir:  Perhaps  Washington  should 
force  you  to  print  your  magazine  on 
fiieproof  paper  to  prevent  having 
such  a  hazard  in  our  homes  and  of- 
fices. In  the  meantime,  you  should  be 
forced  to  send  a  jug  of  water  with 
each  i.ssue. 

—Charles  W.  Schlemmer 
Stowe,  Vt. 

Sir:  Using  your  logic,  it  could  be 
concluded  that  walking  is  extremely  ef- 
fective in  cutting  down  auto  accident 
injuries  and  deaths.  Thus,  the  auto 
should  be  banned  and  two  good  legs 
should  be  mandatory  for  everyone. 

—Edward  F.  Bacher 
Columbus,  Ohio 

Artificial  Increase,  Not  Decrease 

Sir:  In  The  Numbers  Game:  "The 
New  'Reality'  "  (June  15),  you  write 
in  connection  with  Philip  Morris  that 
"it  f  restatement  of  our  earnings  ac- 
cording to  FASB  No.  8]  would  cause 
a  huge  and  artificial  decrease  from 
1975  to  1976."  You've  reversed  the 
facts.  If  we  had  restated,  first-quarter 
1975  earnings  per  share  would  have 
been  reduced  from  the  reported 
$0.78  to  $0.69,  thereby  increasing  our 
indicated  1976  first  quarter  gain  from 
23.1%  to  39.1%. 

—Frank  Saunders 

Director,  Corp.  Relations, 

Philip  Morris  Inc- 

New  York,  N.Y. 

Whose  Pension  is  Too  Lavish? 

Sir:  Former  Congre.ssman  Hastings 
Keith's  description  of  lavish  Federal 
pensions  ("Pension  Politics,"  July  1) 
may  be  true  in  his  ca.se— $2,208 
monthly  for  20  years  service— but  how 
about  employees  like  mo  who  worked 
36  years  and  whose  pensions  are  less 
than  half  that  amount? 

—  KinVAlU)  I^U.LKH 

Bronx.  N.Y. 

Sir:  (Congressional  annuities  are 
based  on  a  much  more  liberal  formula 
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Slip 


for 
Forbes 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4.95 
each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 


IF  YOU  OWN 

SeOTSH  WHISKY 

AND  WANT  TO  SELL 

WE  ARE  BUYERS  •  FREE  APPRAISAL 
For  your  Free  Appraisal  WRITE  giving 
quantity,  age,  type,  distillery  and  name. 
You  will  receive  a  prompt  written  reply. 

M.  NEWBALL,  Dept.  F67, 
NEWMAR  TRADING  CORP. 
342  Madison  Avenue,  N.Y.  10017 
212/682-3383 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$100  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21  A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


Readers  Say 


than  other  Federal  employees.  The 
average  retiree  annuity  is  $500  per 
month.  If  Keith  thinks  the  Civil  Ser- 
vice Pension  Fund  is  unsound,  he 
should  have  "sounded  off"  on  this  mat- 
ter when  he  was  in  Congress  and 
it  could  have  done  some  good. 

—John  F.  Wright 
Seminole,  Fla. 

Real  Founder 

Sir:  You  referred  to  James  J.  Sha- 
piro as  "the  66-year-old  founder  and 
chairman  of  Simplicity  Pattern  Co." 
(June  1).  The  founder  was  the  late 
Joseph  M.  Shapiro,  father  of  James. 

—Robert  A.  Schlesinger 
Palm  Springs,  Calif. 

Correct  Information 

Sir:  In  checking  the  figures  you  list- 
ed for  us  on  the  increase  in  market 
value  of  trust  assets  (July  1),  we  find 
that,  due  to  incorrect  information  we 
supplied  to  you,  the  figure  should  be 
an  increase  of  27.1%  rather  than  the 
5%  published. 

— W.D.  Mertz 

Senior  Vice  President, 

Wilmington  Trust  Co. 

Wilmington,  Del. 

What  To  Do 

Sir:  In  Other  Comments  (June  15) 
there  was  a  quotation  from  Dun's  Re- 
view entitled  "Choking  to  Death." 
May  I  suggest  that  you  print  informa- 
tion on  the  Heimlich  Maneuver, 
which  is  far  superior  to  all  other 
methods.  Dr.  Heimlich  is  a  thoracic 
surgeon  in  Cincinnati. 

—James  Faul  Johnston,  M.D. 
Moline,  111. 


Left 

stand  behind  the  victim  and  wrap  your 
arms  around  his  waist.  Place  your  fist  thumb 
side  against  the  victim's  abdomen,  slightly 
above  the  navel  and  below  the  rib  cage. 
Grasp  your  fist  with  your  other  hand  and 
press  into  the  victim's  abdomen  with  a  quick 
upward  thrust.  Repeat  several  times  if 
necessary. 

Right 

Victim  is  lying  on  his  back.  Facing  victim, 
kneel  astride  his  hips.  With  one  of  your 
hands  on  top  of  the  other,  place  the  heel 
of  your  bottom  hand  on  the  abdomen  slight- 
ly above  the  navel  and  below  the  rib  cage. 
Press  into  the  victim's  abdomen  with  a 
quick  upward  thrust.  Repeat  several  times  if 
necessary. 


■?"i      Jvl. 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  L 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes,Florida 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

&  Country  Club 


:t 


□  lAMOIMD 

IIMTERIMATIONAL 

CORPORATIOIM 


95th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond 
international  Corporation  on  June  24, 
1976,  declared  a  quarterly  dividend  of 
500  per  share  on  the  Common  Stock, 
payable  August  2, 1976,  to  shareown- 
ersof  record  July  8, 1976. 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 

Consumer  Products  •  Building 

Materials  &  Home  Supplies 

•  Machinery  Systems 


dividend 


notice 


SHELL  OIL 
Company 

The  Board  of  Directors  today 
declared  a  quarterly  dividend  of 
seventy  cents  (70^)  a  share  on 
the  Common  Stock  of  this  Com- 
pany, payable  August  16,  1976, 
to  shareholders  of  record  August 
6,  1976. 

W.  W.  WESTERFIELD,  Jr. 
Secretary 

June  24,  1976 
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F(Q)K 


BMKB 


CLASSIFIED 


September  1,  1976 


BUSINESS  OPPORTUNITIES 


TAX  SHELTERS 


BUILDING  CONSTRUCTION  FIRM 

Located  in  the  heart  of  the  San 
Bernardino  Area.  Two  to  three  mil- 
lion annual  volume.  No  debt,  ex- 
cellent cash  position.  Ideal  for  out- 
side firm  looking  to  locate  in  San 
Bernardino  Area.  Management 
available.  Send  replies  to:  Box 
E1002   FORBES. 


ESTABLISHED  12  YEAR  OLD 
AIR  CONDITIONING  BUSINESS 

East  Texas.  Owners  selling  to  re- 
tire. Terms  for  qualified  buyer. 
Annual  sales  volume  2  to  3  million. 
$700,000  plant  facility  plus  an 
other  $12,500,000  real  estate 
tional.    Reply    to    Box    H598, 


CANDY  COMPANY 
FOR  QUICK  SALE 

Unusual  opportunity  available  for 
retail  merchant,  distributor,  etc. 
303  East  54th  St.,  New  York,  N.Y. 
Call  Harry  Stevens,  owner's  agent, 
collect  (212)  PL  5-7079.  Principals 
only  please.  Vacant  New  Jersey 
Shores  land  also  available.  Call  for 
details. 


NATURAL  GAS 
RESERVES 

Independent  producer  has  40% 
working  interest  available  for  sale 
in    major    gas    reserve    located    in 


PRIVATE  INVESTMENT  GROUP 

Investment  advisors  who  are  at- 
torneys, accountants  and  market 
research  experts  offer  personal  ad- 
visory services  to  wealthy  individu- 
als in  top  brackets.  Outstanding 
references.  Documented  proof  of 
investment  performance  record.  All 
replies  confidential.  G2445  FORBES, 
60  Fifth  Ave.,  NYC,  NY  10011. 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


REAL  ESTATE  FOR  SALE 

27,000  ACRE  INVESTMENT 

Property  -  Two  tracts.  In  pictur- 
esque Wyoming,  4  miles  north  of 
Cheyenne,  Wyo.,  ideally  located  for 
development  and  future  apprecia- 
tion. 20  mins  from  Jet  Airport.  10 
mins  .from  business  district.  Near 
national  forest,  25  mins  from  tour- 
ist centers.  Completely  fenced,  ca- 
pable management  on  site  for  op- 
eration as  ranch  or  division  sales. 
Contact  owner,  Wyoming  Ranches. 
Inc.,  327  Pony 
Wyo. 


Worth,  Texas  76114. 
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TrtJes,  an 
fry  forward, 
3  imaii  rttWUtigWff^W.  and  ex- 
cellent management.  Write  Presi- 
dent, P.O.  Box  6300,  Columbus, 
Ohio  43210. 

POSITIONS  AVAILABLE 

DIRECTOR  OF  FINANCE 

A  large  midwestern  manufacturer 
needs  professional  to  fill  the  job 
of  Director  of  Finance. The  FORBES 
500  Company  seeks  candidates 
with  two  or  more  years  experience. 
Please  send  a  resume  to:  B2853 
FORBES,  60  Fifth  Avenue,  NYC,  NY 
10011.  An  Equal  Opportunity  Em- 
ployer M/F. 

CONTROLLER 

Large  Trucking  Co.  seeks  well  expd 
Individ  w/excellent  knowledge  of 
foreign  shipping  in  accounting  an- 
alytical procedures.  Also  knowledge 
of  payroll,  U.S.  taxes  and  account- 
ing record.  Salary  commensurate 
w/qualifications  +  fringes.  If  qual- 
ified, call  (914)  472-2000,  Ms.  Red- 
ford  for  appointment. 


atlior- 
_  3ge  of  fatificatlon  of 

«tee},  stainless  steel  and  machined 
items.  To  an  individual  with  small 
cash  investment  we  offer  stock  op- 
tions and  partnership  in  addition 
to  salary.  We  want  capability,  hon- 
esty, loyalty,  drive  and  motivation. 
If  you  are  this  person  or  company 
write:  Delta  Gulph,  Inc.,  19  Clear- 
brook  Rd.  NW,  Washington,  D.C. 
20015. 


EXECUTIVE 

DIRECTOR 

Executive  Director  for  Public 
Housing  authority  of  1,000 
units,  town  population  approx- 
imately 75,000.  Chief  duties 
include  supervision,  finance, 
social  responsibilities  and  im- 
plementation of  new  programs. 
Experience  with  federal  hous- 
ing programs  is  required. 
Starting  salary  $28,000- 
$30,000,  plus  fringe  t>enefits 
and  opportunities  for  salary 
increases.  Send  resume  to: 
Personnel  Committee,  Overton 
Housing  Authority,  8  Roberts 
Road,  Overton,  N.Y.   10978. 


where  middle  Income 
tKKxning.  in  the  heart  of  Pueblo, 
Cotorado,  450  acres;  zoned  first 
section;  platted  and  filled;  water 
and  sewers  on  property.  FHA  feas- 
ibility subject  to  financial  condi- 
tions and  ready  to  go  for  1620 
units;  priced  right  to  qualified 
buyer.  Write  for  details.  Box  W2282 
FORBES,  60  Fifth  Avenue,  NYC,  NY 
10011. 

PUBLIC  LAND  OIL  &  GAS  LEASES 

New  discoveries  in  oil  and  gas  land 
present  great  opportunities  for  all 
U.S.  citizens  to  participate  in  prof- 
its and  tax-benefits  from  public 
land  lease  rights.  Drawings  monthly 
by  U.S.  Dept.  of  Interior's  Land 
Management  Bureau.  For  more  in- 
formation on  how  you  can  partici- 
pate in  these  public  drawings  con- 
tact: Marshall  Claymore  Inc.,  P.O. 
Box  817,  Houston,  Texas  40102. 


lATINfi  14.750  ACftC  rARW~ 
IN  SOUTHERN  IOWA 

6,500  head  capacity  feedlot.  500,000 
bushels  Rrain  storage,  1975  over 
$4  million  gross.  Ideally  located  for 
future  appreciation,  agricultural  or 
industrial.  4  miles  frontage  on  Iowa 
River.  Same  owner  25  years  who 
will  leaseback  or  present  manage- 
ment available.  For  sale  by  owner 
only.  R.J.  Amber  Company,  Box 
5840,   Jacksonville,  Fla.  32205. 

FOR  PRIME 
COMMERCIAL  LEASING 

Floor  area  of  8,000  square  feet  in- 
cluding 1,500  square  feet  of  raised 
floor  area  for  computer  services. 
Peripheral  offices,  separate  meter 
for  computer  power,  fireproof  vault, 
full  back-up  air  conditioning  sys- 
tem. Located  in  Santa  Barbara, 
California.  Contact  Theodore  S. 
Baker,  (415)  788-2400;  National 
Bank  of  California,  San  Francisco, 
CA  94126. 


INVEST 


MONTANA 


Land  going  fast.  Total  of  4,207 
acres.  Some  with  river  frontage. 
Registered  HUD,  state  and  county. 
Good  for  sub-division  and 
promotion-skilled  investor.  Should 
market  for  several  times  the 
$700,000  firm.  10%  down,  7% 
interest,  partial  releases.  Kermit 
Reilly,  P.O.  7749,  Drexel  Hill, 
PA  19026. 
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SOMERSET  IMPORTERS,  LTD. 
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BLACK    LABEL  Third    Cover 

Agency:  Smith/Greenland  Company 
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SOUTHERN    PACIFIC  TRANSPORTATION 
COMPANY  37 

Agency:  Foote,  Cone  &  Belding/ 
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Agency:  Bozell  &  Jacobs,  Inc. 
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Agency:   The  Silton  Company,  Inc. 
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CORPORATION 
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THE  VALUE  LINE  INVESTMENT 

SURVEY  79 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 

THE  WARNER  &  SWASEY  COMPANY  1 

Agency:   The  Griswold-Eshleman 
Company 

Q    THE  WILLIAMS  COMPANIES  61 

Agency:   The  Boddie  Shop 

□    MAX  WILSON,  INC 9 
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How  to  talk 
dkecdyto 
European 
investors. 

Foreign  holding  in  U.S.  stocks  and 
bonds  are  now  estimated  in  excess 
of$80to$85bmioa 

European- based  institutions 
represent  the  largest  percentage  of 
these  investors,  and  their  interest 
(and  participation)  is  growing  every 
day. 

How  to  reach  them? 

In  the  pages  of  the  one  news- 
paper read  regularly  by  more 
members  of  the  European  financial 
community  than  any  other  publi- 
cation : 

The  International 
Herald  Tribune. 

One  reason  is  this:  it's  the 
single  source  for  complete  daily 
New  York  and  American  Stock 
Exchange  listings  on  the  continent, 
and  so  it's  required  reading  for  all 
money  men. 

Another  is  that  the  Herald 
Tribune  is  available  in  all  the  major 
European  financial  centers  early 
every  day.  Frankfurt  reads  it  as 
Geneva,  Zurich,  Amsterdam, 
London  and  Paris  read  it 

So  if  you  have  a  message  for 
European  investors... 

Your  advertising 

schedule  should  start 

with  the  International 

Herald  Tribune. 

Space  is  available.  Rates  are 
commensurate  with  its  highly  selec- 
tive business  audience. 

Qosing  dates  are  short  and  the 
one  language  is  English,  for  every 
country  in  Europe. 

For  other  details  and  a  recent 
copy  of  the  International  Herald 
Tribune... 

Write  or  phone : 
Frank  Tortorello  in  New  York. 
444  Madison  Avenue,  New  York, 
NY  10022.  Tel.  (212)  752-3890. 

Gerald  White  in  Chicago. 
230  NMichigan  Ave.,  Chicago, 
11160601  Tel.  (312)  641-2762. 


FORBES,  JULY  15,  1976 


87 


-|-i  I    ,  on  the 

I  nOUgntS  . . .  Business  of  Life 


What  dreadful  hot  weather  we  have! 
It  keeps  me  in  a  continual 
state  of  inelegance. 
Jane  Austen 


Reason  teaches  us  that 

what  is  good  is  good  for  something, 

and    that   what   is   good   for   nothing 

is  not  good  at  all. 

Francis  Herbert  Bradley 


There  is  no  greater  cause 
of  melancholy  than  idleness. 
Robert  Burton 


Most  barriers  to  your  success 
are  man-made.  And  most  often, 
you're  the  man  who  made  them. 
Frank  Tyger 


There  is  nothing  more  universally 
commended  than  a  fine  day; 
the  reason  is,  that  people  can 
^ommend  it  without  envy. 
William  Shenstone 


The  door  to  virtue  is 
heavy  and  hard  to  push. 
Chinese  Proverb 


Work  is  dull  only  to  those 
who  take  no  pride  in  it. 
William  Feather 


Suffer  the  ill  and  look  for  the  good. 
James  Sandford 


Criticism  should  not  be 
querulous  and  wasting, 
all  knife  and  root-puller,  but 
guiding,  instructive,  inspiring. 
Ralph  Waldo  Emerson 


Nothing  comes  easy  that  is  done  well. 
Harry  F.  Banks 


It  is  not  the  bee's  touching  on  the 
flowers  that  gathers  the  honey, 
but  her  abiding  for  a  time  upon 
them,  and  drawing  out  the  sweet. 
Joseph  Hall 


Mankind  is  a  weaver  who 

from  the  wrong  side  works  on 

the  carpet  of  time.  The  day  will 

come  when  he  will  see  the 

right  side  and  understand  the 

grandeur  of  the  pattern  he  with 

his  own  hands  has  woven 

through  the  centuries,  without  seeing 

anything  but  a  tangle  of  string. 

Alphonse  de  Lamartine 


To  make  the  common  marvelous 
is  the  test  of  genius. 
James  Russell  Lowell 
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If  you  are  doing  nothing 

worth  doing,  then  life  is  not  worth 

much  to  you.  There  is  infinitely 

more  joy  in  honest  endeavor 

than  in  any  surfeit  of  ease. 

The  bumps  and  the  knocks  and  the 

hammer  hlotvs  broaden  us. 

The  disappointments  and  failures 

enrich  our  characters. 

Even  our  disillusionment s  should 

not  stop  us  from  trying  to 

"see  good  in  everything." 

B.C.  Forbes 


One  of  the  things  I  learned 
the   hard   way   was   it   does   not   pay 
to  get  discouraged.  Keeping  busy 
and  making  optimism   a  way  of  life 
can  restore  your  faith  in  yourself. 
Lucille  Ball 


Man's  real  life  is  happy, 

chiefly  because  he  is  ever  expecting 

that  it  soon  will  be  so. 

Edgar  Allan  Poe 


It  is  better  to  do  the  wrong 
thing  than  to  do  nothing. 
Winston  Churchill 


One  who  is  contented  with 
what  he  has  done  will  never  become 
famous  for  what  he  will  do. 
Christian  Bovee 


None  are  so  busy  as 
the  fool  and  the  knave. 
John  Dryden 


Those  who  skim  over  the  surface 

in  a  hit-or-miss  fashion 

not  only  forfeit  the  best  returns 

on  their  efforts,  but  are 

ever  barred  from  the  keen  pleasure 

of  seeing  beauty  in 

the  results  of  their  labor. 

Roderick  Stevens 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  hook  at  $9.95.  Also  Fact 
and  Comment— </ic  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Setid  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


AText  . . . 


Sent  in  by  Mildred  L.  Hood,  Topeka, 
Kans.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  send- 
ers of  texts  used. 


.  .  .  for  I  have  learned,  in  whatsoever 
state  I  am,  therewith  to  be  content. 
PiiiLU'iMANS  4:11 
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Features 

19  Auto  Finance 

It  not  only  steals  sales  from  tomorrow,  It  also  raises  the  risks  for  lenders. 

20  The  Bus  Business 

CM  is  betting  $50  million  that  it  has  the  best  bus  for  the  market. 

20     Masco 

For  the  Manoogians  the  lowly  faucet  has  more  glamour  than  CB  radios. 

22     The  Sporting  Boom 

Tennis,  jogging,  biking,  boating,  camping^they're  booming,  butTV's  more  restful. 

26     Roy  Richards'  Southwire  Co. 

He  didn't  know  it  couldn't  be  done,  so  he  has  been  doing  it  ever  since. 

31     Estate  Auctioneer 

Peter  McCoy's  job  is  helping  to  redistribute  the  wealth  of  the  very  wealthy. 

36     Franklin  Mint 

Almost  everyone  has  a  yen  for  collecting  something.  Franklin's  is  money. 

38    Management  Assistance 

At  long  last,  it's  worth  more  alive  than  dead. 

43  Caterpillar 

It's  betting  the  best  place  for  investment  in  Europe  is  Britain. 

44  Shell  Oil 

All  of  a  sudden,  its  defects  are  turning  into  virtues. 

48     Switzerland 

These  days  even  the  super-rich  among  nations  have  their  problems. 

48     The  Multinationals 

The  OECD's  new  code  of  behavior  may  be  worse  than  nothing. 

50    Celanese 

Can  six  succeed  where  one,  then  three,  successively  failed? 
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This  is  a  monopoly. 


Let's  say  you  own  this  whole 
pie.  And  let's  just  say  it's  the  only  pie 
in  the  world.  You  can  sell  pie  at 
whatever  price  you  want,  and  people 
will  have  to  pay  it.  You  have  a 
monopoly.  That  could  be  unfair. 


But  let's  say  you're  a  U.  S.  oil 
company.  No  matter  which  one  you 
are,  you  only  have  a  small  piece  of 
the  pie.  Not  one  American  oil  com- 
pany accounts  for  more  than  8V^ 
percent  of  the  oil  produced  in  this 
country,  and  most  produce  a  much 
smaller  share.  Now  you  don't  have 


This  is  not  a  monopoly. 


a  monopoly— you  have  competition. 
In  fact,  you  have  very  stiff  compe- 
tition. That's  fair. 

By  slicing  up  a  monopoly,  the 
government  creates  competition. 

But  by  slicing  up  an  already 
competitive  situation,  the  govern- 
ment only  creates ...  a  mess. 


This  is  a  thought  from  a  com- 
pany with  just  a  small  piece  of  the  pie. 


*Our  piece  of  the  pie 


iini®n 

Union  Oil  Company  of  California 
Los  Angeles,  California  90017 
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It's  IMot  The  Tax  lUan's  Fault 

We  admire  the  careful  testing  jobs  that  Consumer  Reports  performs  on 
everything  from  pressure  cookers  to  insecticides.  It's  a  fine  magazine  and 
does  a  great  job  of  teUing  us  how  target  our  money's  vv'orth  in  everything 
from  medical  sex-vices  to  life  insurance.  This  month,  however,  CR  tackles  the 
interesting  question  of  "Property  Taxes:  Why  They're  So  High." 

We  read  with  great  interest,  because  high-and-going-higher  property 
taxes  are  probably  squeezing  the  middle  class  as  hard  as  high  food  prices 
and  certainly  more  than  increases  in  utility  bills.  It's  a  terrible  problem, 
especially  for  the  aged. 

Okay,  so  why?  If  we  are  to  believe  CR,  swelling  property  taxes  have 
little  to  do  with  bureaucrats  who  get  paid  generously  but  are  rarely  in 
their  bureaus,  or  with  policemen  retiring  early 
on  handsome  pensions.  Nothing  to  do  with 
graft  and  waste  in  local  government.  In  Neder- 
land,  Tex.,  according  to  CR,  it's  because 
Union  Oil  Co.  insisted  that  the  school  board 
reassess  the  value  of  local  housing.  In  Pough- 
keepsie,  N.Y.,  it's  because  the  local  assessor  re- 
duced his  neighbors'  valuation.  And  so  on. 
What's  the  point?  It  seems  that  towns  all  over 
the  U.S.  are  resorting  to  reassessing  property  in 
order  to  "raise  taxes  without  asking  the  ap- 
proval of  voters."  Next  month:  a  primer  on 
how  to  beat  your  reassessment. 

To  put  it  mildly,  this  is  less  than  half  the 
stoiy.  It  merely  tells  you  how  taxes  are  going 
up,  not  tvhy.  The  reason  that  taxes— and  taxes 
of  all  kinds,  not  just  property  taxes— are  going 
up  is  there  for  all  to  see. 

Consider:  In  1950  about  4  million  persons 
worked  for  state  and  local  governments,  about 
one  out  of  every  15  workers.  Today,  the  ratio 
is  one  out  of  every  seven,  or  12  million  public 
employees  in  a  total  work  force  of  85  million. 
In  a  quarter  century,  total  jobs  are  up  44%; 

state  and  local  government  jobs,  up  193%.  More  cops,  more  garbagemen, 
more  teachers,  more  social  workers— more  and  better  paid.  State  and  local 
payrolls  have  been  going  up  twice  as  fast  as  the  national  average.  And  if  "the 
voters"  haven't  been  consulted  at  every  step  along  the  way,  it's  a  safe  bet 
that  there  is  more  of  everything  in  government  because  more  was  demanded 
by  them.  So,  CR,  don't  blame  Union  Oil  for  high  property  taxes.  Don't  blame 
the  assessor's  secretary.  Blame  your  own  readers  for  demanding  more  and 
more  and  more  of  government.  When  nearly  $349  billion  is  being  spent  on 
the  Federal  Government  and  another  quarter  of  a  trillion  dollars  on  state  and 
local  government,  the  tax  burden  can't  be  cut  by  rejiggering  assessments— 
or  by  tax  reform,  for  that  matter.  A  bill  of  that  size  can't  be  paid  by  the  rich 
or  by  big  business;  it  can  only  be  paid  by  the  vast  middle  class,  which,  in  the 
modem  U.S.  is  most  of  us. 

The  really  interesting  question  we  hoped  CR  would  tackle  is:  Are  we  get- 
ting our  money's  worth  from  taxes?  In  the  same  issue,  CR  suggests  that  if 
you  are  thinking  about  a  station  wagon,  you'll  do  better  to  lay  out  $6,000 
for  a  Plymouth  Volare  instead  of  $9,000  for,  say,  a  marginally  better  Volvo. 
Its  conclusion  is  based  on  a  sophisticated  weighing  of  hundreds  of  factors. 
Why  not  tiy  the  same  approach  to  public  goods  and  services?  After  all, 
they  make  up  the  single  biggest  item  in  a  modem  family's  budget.  ■ 
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Readers  Say 


Penn-Dixie 

Sir:  Re  your  article  on  Penn-Dixie 
(June  15).  How  such  practices  can 
be  tolerated  under  today's  laws  is  be- 
yond my  comprehension. 

—R.J.  Janer 
New  York,  N.Y. 

Sir:  I  have  thought  for  a  long  time 
that  the  SEC,  or  some  other  agency, 
is  failing  in  its  responsibilities. 

— G.E.  Walters 
Indian  Harbour  Beach,  Fla. 

Sir:  We  stockholders  may  not  be 
such  docile  lambs  next  time  we  sign 
those  proxy  papers. 

—Philip  Matthews 
Glencoe,  Mo. 

Wrong  Steer 

Sir:  In  your  July  15th  article  on 
restructured  steaks  entitled  "Bum 
Steer,"  you  have  misquoted  me.  The 
article  opened  as  follows:  "Wlien  you 
order  steak  in  a  restaurant  nowa- 
days, there  is  an  80%  chance  that 
you're  not  getting  what  you  think 
you  are,  according  to  Bill  Bettcher 
of  Bettcher  Industries.  .  .  ."  [In  fact] 
the  restructured  steak  business  con- 
stitutes about  2%  of  the  total  steak  in- 
dustry and  not  80%.  Further,  we 
know  of  no  instances  where  it  is  sold 
without  being  labeled  "restructured" 
or  "flaked  and  formed."  In  general, 
your  article  is  timely.  Restructured 
steak  is  becoming  quite  popular  be- 
cause of  economic  advantages  and 
consumer   appeal. 

—William  H.  Bettcher 

Bettcher  Industries,  Inc. 

Vermilion,  Ohio 


What  Mr.  Bettcher  told  our  re- 
porter was  that  80%  of  the  steaks 
served  in  restaurants  are  wrapped, 
frozen,  formed  into  uniform  shapes, 
.sliced  in  such  a  ivatj  as  to  eliminate 
trim  loss  and  then  sliced  into  uniform- 
ly shaped^  portions  of  uniform  weight. 
In  other  .words,  the  meat  is  portion- 
controlled— which  is  very  different 
from  being  restructured.  We  are  sorry 
for  the  misunderstanding.— Kt). 

Joke  Is  On  Us 

Sir:  Re  "Playing  with  Fire"  (Oth- 
er Comments,  July  1).  The  Diamond 
Match  Co..  manufactured  a  device 
called  the  drunkard's  match  from 
1882  through  the  early  1900s.  The 
match  shaft  was  chemically  treated  to 
self-extinguish  at  midpoint.  I  suspect 
it  was  purchased  mainly  by  pranksters 
to  bedevil  their  imbibing  friends.  It  is 
(Continued  on  page  75) 
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So  Long,  Kilroy? 

The  British  are  using  a  solvent 
called  Graffitisolv  to  remove  mark- 
ings from  subways,  elevators,  street 
walls  and  other  public  areas.  Just  by 
being  sprayed  with  GrafBtisolv,  then 
wiped  with  a  paper  towel,  surfaces 
immediately  come  clean  of  felt-tip 
pen  marks,  nicotine  stains  and  aerosol 
paint.  (For  a  porous  wall,  a  three- 
minute  soak  followed  by  a  high  pres- 
sure water  jet  should  do  the  trick.) 
As  an  example  of  its  efRcacy,  Graf- 
fitisolv cleaned  a  town  civic  hall  in 
Cheshire  in  minutes,  though  cleaning 
it  had  proved  impossible  using  oth- 
er methods. 

Business 


Plain  And  Fancy 

The  boom  in  participation  sports 
and  therefore  in  equipment  for  them 
(p.  22)  has  done  surprisingly  little 
for  traditional  makers  of  sportswear 
for  those  sports.  The  reason,  suggests 
a  Los  Angeles  security  analyst,  is  cul- 
tural: "The  rules  of  the  game  have  re- 
laxed. You  no  longer  have  to  wear 
tennis  whites  on  the  court;  you  can 
wear  cut-off  jeans  and  a  T-shirt."  In 
both  West  and  East,  jeans  are  ac- 
ceptable ski  wear  on  even  the  fanciest 
slopes.  Moreover,  ski  clothes  makers 
like  AMF's  Head  are  challenging  the 
traditional  manufacturers  by  bringing 
racy  designs  to  tennis  wear.  "If  you're 
spending  $40  on  a  tennis  dress,"  adds 
the  Los  Angeles  analyst,  "you  want 
something  that's  really  dynamite— not 
a  White  Stag  or  Jantzen  that  looks 
just  like  one  you  had  last  year." 

Electronic  Warfare 

A  strong  contender  for  Gadget-of- 
the-Season  award  is  a  new  battery- 
powered  Electronic  Mosquito  Repel- 
ler.  The  device  emits  a  small  high- 
frequency  sound  vibration  that  its 
makers  claim  will  drive  off  mosqui- 
toes while  remaining  inoffensive  to  the 
human  ear.  The  repeller  is  small 
enough  to  clip  on  a  belt  or  purse,  yet 
holds  a  nine-volt  battery  that  lasts 
125   hours.   To  the  swamp,   anyone? 

Place  Your  Bets 

Last  year  may  have  been  poor  in 
most  business  areas,  but  it  was  a  jack- 
pot year  for  gambling.  In  Nevada, 
revenues  from  gaming  and  its  sidelines 
—rooms,  food  and  beverages— jumped 
34%,  to  $1.8  billion.  Hut  before  you 
start   calculating   how   much   of   that 


was  your  losses  at  the  tables,  please 
note  that  net  profit  on  revenues  was  a 
standard  4.4%  and   return  on  equity 
~  :  a  modest   13.2%.  Why?  Gambling  is 

Foreign  labor-intensive;  one-third  of  the  reve- 
nues  went  to  wages.  And  casinos 
pumped  $92  million  back  to  the  state 
in  taxes;  gaming  taxes  alone  ac- 
counted for  45%  of  the  state's  gen- 
eral fund. 


Computer  As  Foreman 

The  factory  manager's  dream  of 
objective  hourly  work-performance 
reports  on  individual  employees  is 
reahzed  via  process  control  computers 
at  PPG  Industries'  Shelby,  N.C.  fiber- 
glass plant.  Basically,  the  computer 
measures  running  time  and  downtime 
of  a  manufacturing  process,  including 
each  position  and  each  operator,  to 
arrive  at  a  job-efficiency  rating.  The 
information  appears  on  Teletype  ma- 
chines located  throughout  the  plant 
and  is  readily  available  to  employees. 
"Most  of  our  employees  like  it,"  says 
a  management  spokesman,  "because 
it  offers  a  fair  comparison  of  individ- 
uals and  crews.  The  computer  is  im- 
personal—it doesn't  care  who  you  are 
when  it  comes  to  evaluating  job  eflB- 
ciency."  He  adds:  "The  result  has 
been  substantially  improved  produc- 
tivity, which  has  more  than  justified 
the  cost  of  the  computer."  ■ 
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There  are  three  sides 
to  every  question: 

the  pro  side^the  con  side 

and  the  inside. 


If  you're  in  business 
and  you're  reading  about 
something  important  to 
your  business,  you  don't 
want  to  know  what  some- 
body thinks  has  happened. 
You  want  to  know  what 
has  in  fact  happened. 

We  want  you  to  know 
that,  too. 

That's  why  The  Wall 
Street  Journal  goes  to  such  j 
lengths  to  insure  that  its  v^^ 
news  columns  are  unbiased.  We're  not  for  or 
against  anything — not  in  our  news  columns, 
at  least.  As  far  as  we  are  able,  we  give  you 
the  straight  story... the  unvarnished  who, 
what,  why,  where,  how,  when  and  so  what 
of  anything  that  happens  anywhere  in  the 
world  that  may  affect  your  decisions  about 
your  business.  If  you  want  to  know  what  we 
think,  read  our  editorials. 

This  let'the'chips-fall-where-they-may 
attitude  has  helped  The  Journal  to  grow 


*W.R.  Simmons,  1974/1975. 


from  785,000  circulation 
to  over  four  and  a  half 
million  readers.*  It  has 
won  Journal  writers  and 
editors  five  Pulitzer  Prizes 
for  reporting  (and  two 
Pulitzer  Prizes  for  edito- 
rial writing  —  which 
proves  that  The  Journal 
isn't  afraid  to  take  a  stand 
where  a  stand  should  be 
taken). 

Try  The  Journal  on 
our  special  introductory  offer.  Fill  out  and 
mail  in  the  attached  card.  If  someone  else 
has  already  taken  the  card,  simply  write  to 
The  Wall  Street  Journal,  200  Burnett  Road, 
Chicopee,  Mass.  01021.  You  won't  get  just 
the  pro  side  of  business  news,  or  the  con  side. 
You'll  get  the  inside.     FV^f 

The 

\A^Strcet 

Journal 


WESTINGHOUSE  BUSINESS  OUTSIDE  AMERICA 


Around  16,000  Westinghouse  jobs  in 
the  United  States  ( 12  percent  of  our 
domestic  employment)  would  not  exist 
if  it  were  not  for  the  business  we  do  in 
other  countries. 

And  many  of  our  suppliers  would 
have  to  eliminate  additional  jobs  if 
Westinghouse  didn't  manufacture  and 
sell  overseas. 

Reaching  world  markets  successfully 

IS  been,  and  remains,  a  primary  objec- 
:  ve  of  this  corporation. 


We  are  now  at  the  point  where  about 
30  percent  of  our  business  comes  from 
other  countries.  This  $1 .75  billion  of 
our  business  is  profitable. 

But  jobs  as  well  as  profits  are  at  stake. 

We  get  some  of  our  overseas  business 
by  manufacturing  in  the  countries  where 
the  products  will  be  used.  It's  often  the 
only  way  the  products  we  manufacture 
in  the  United  States  can  be  accepted  in 
those  countries. 

But  for  a  great  range  of  products,  it 


only  makes  sense  to  do  the  manufactur- 
ing here.  We  are  able  to  keep  the  jobs  in 
this  country  because  our  people  have 
high  technical  expertise  and  manufac- 
turing skills,  and  because  this  company 
has  made  very  large  investments  in 
sophisticated  technology  and  production 
equipment. 

Last  year,  for  example,  as  part  of  a  large 
overseas  nuclear  business,  we  announced 
an  order  of  two  nuclear  power  plants  for 
Spain.  Westinghouse  plants  in  America 


CREATES  16,000  WESTINGHOUSE  JOBS  IN  AMERICA. 


will  be  doing  a  massive  manufacturing 
job  to  fill  the  order;  at  the  same  time, 
much  of  the  rela'ted  electrical  equipment 
will  be  built  by  the  Spanish  electrical 
mdustry.  Both  countries  benefit. 

Here  are  some  other  examples  of  over- 
seas business  which  contributed  to  U.S. 
jobs: 

•  Power  distribution  and  drives  for  new 
steel  mills  in  Venezuela. 

•  Propulsion  equipment  for  a  new  rapid 
msit  system  in  Brazil. 


•  Generators  for  hydroelectric  power 
plants  in  Zaire  and  the  Republic  of  the 
Ivory  Coast. 

•  Drive  equipment,  and  a  computer,  for 
a  cement  plant  in  Algeria. 

•  Communications-broadcasting 
systems  for  Iran,  South  Korea  and 
Nigeria. 

In  short,  we're  supplying  the  tools  for 
economic  growth  in  many  parts  of  the 
world,  and  at  the  same  time  supplying 
extra  iobs  for  America. 


Westinghouse® 


Doctor  Arnold  Arms 
believes  the  air  bag 
^.    '  saved  his  life. 


Arnold  Arms,  M.D. 
Kansas  City,  Missouri 


Dr.  Arms'  1975  Oldsmobile  after  head-on  collision  with  a  bus.  He  described  his  injuries  as  "minor. 
Dr.  Arms  was  not  wearing  a  seat  belt,  but  his  car  was  equipped  with  air  bags.  (See  arrow.) 

How  the  air  bag  works: 


Doctor  Arms  didn't 
intentionally  buy  his  car 
with  air  bags.  He  took  them 
because  the  car — a  1975 
Olds — had  all  the  other 
features  he  wanted. 

But  at  6  p.m.  on  October 
7,  1975,  he  was  glad  the  car 
came  with  air  bags.  On  his 
way  to  a  house  call,  after  a  long  day  in  his  office, 
he  lost  control  of  his  car  and  smashed  head-on 
into  a  bus. 

In  the  doctor's  words:  "I  never  saw  the  air  bag 
inflate  or  deflate,  it  was  so  fast.  I  had  a  feeling 
of  nvimbness.  However,  I  was  perfectly  conscious 
and  found  myself  alive  after  the  impact.  A 
policeman  was  at  the  scene  of  the  accident  within 
approximately  two  or  three  minutes.  His  comment 
was  that  he  did  not  see  how  I  was  alive. 

"I  did  have  a  ligamental  strain  on  the  knee  and 
I  had  a  hematoma  (bruise)  on  the  inner  side  of  my 
leg  below  the  knee  joint.  I  felt  comfortable  other- 


In  a  serious  crash  the  air  bag  automatically  inflates 
in  a  split  second,  protects,  and  then  deflates. 


wise  .  .  .  and  was  able  to 
look  at  a  passenger  who 
was  in  the  bus  and  make 
sure  that  she  was  safe. 

"The  next  day,  I  went 
to  the  dealers  (to  buy 
another  car).  .  .  .  They  did 
not  have  a  single  car 
available  in  Kansas  City 

with  air  bags.  ...  I  ordered  one  with  bags,  so  that 

I'd  have  one  when  they  were  available.  I  feel  very 

insecure  driving  without  the  bags. 

"I  honestly  think  that  air  bags  should  be  .  .  . 

mandatory  in  all  cars.  .  .  ." 

Allstate  is  convinced  that  the  air  bag  has  more 
potential  for  saving  lives  than  any  other  system 
available.  The  air  bag  works. 

For  further  information  on  air  bags,  just  write: 
Jack  E.  Martens,  Automotive  Engineering  Director, 
Allstate  Insurance  Companies,  Allstate  Plaza, 
Northbrook,  Illinois  60062. 


Working  to  hold  your  insurance  costs  down. 

/instate 


i 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


HOW'S  BUSINESS  GOING  TO  BE? 


Good. 

And,  gradually,  better. 

While  not  too  many  of  the  first  quarter's  more  spec- 
tacular performers  will  continue  at  that  exceptional  pace, 
the  improving  economy  is  being  felt  in  ever  more  busi- 
nesses, more  industries,  companies,  little  as  well  as  big. 

CARTER'S  CORONATION  AND 

You  can't  be  all  things  to  all  people  all  of  the  time 
(apologies,  Mr.  Lincoln),  but  Jimmy  Carter's  managed 
that  impossibility  long  enough  to  pull  off  the  most  euphoric 
Democratic  convention  since  Franklin  D.  Roosevelt's  re- 
nomination  in  1936. 

From  now  on,  though,  I  think  his  stellar  poll  ratings 
will  steadily  diminish— yes,  even  enough  to  end  up  a  wee 
bit  short  on  Election  Day. 

While  consistency  may  be  the  hobgobljn  of  little  minds, 
consistent  inconsistency  will  erode  the  enthusiasm  for  Mr. 
Carter  among  some  of  the  Unthinking,  as  well  as  the 
Thinking,  who  hold  such  opposite  views  and  think  he 
shares  them. 

The  hberal  Democratic  hopefuls  didn't  get  off  the  Pri- 
mary pad  against  fundamentalist  Carter,  who  said  his  run- 
ning mate  would  have  compatible  views— and  then  he  lays 


Relatively  stable  labor  costs— which  rose  only  2.5%  in 
the  first  quarter— are  a  major  factor,  along  with  appre- 
ciable productivity  increases,  in  creating  this  healthier 
business  climate. 

There's  no  visible  reason  that  I  can  see  for  the  direction 
to  change. 

HIS  MANTLING  OF  MONDALE 

his  hands  on  Senator  Mondale,  as  flaming  a  liberal  as 
any  now  sitting  in  the  Capitol;  Mr.  Carter  runs  against 
Washington  and  the  bureaucracy,  then  embraces  full  em- 
ployment, with  plans  to  impose  wage-and-price  controls  to 
try  holding  the  hd  on  the  inflation  that  must  result;  Mr. 
Carter  promises  a  balanced  budget  while  ultimately  em- 
bracing most  every  current  spending  program  and  a  few 
new  ones,  such  as  national  health  insurance. 

The  fact  is  no  one  knows  for  sure  what  a  President 
Carter  might  do— and  I  doubt  if  he  does  either. 

By  Election  Day  enough  voters  may  decide  that  risking 
our  economic  recovery  and  the  relative  peace  in  the  world 
that  must  be  credited  to  the  incumbent  President— a  man 
of  known  qualities  and  shortcomings— for  the  steely  smile 
and  driving  ambition  of  the  Georgian  Enigma  is  not  a 
good  gamble. 


WHY  NOT  A  SURE  WINNER  FOR  GOP  VEEP-BETTY  FORD? 


It's  far  easier  to  say  who'd  detract  from  President  Ford's 
ticket  as  a  running  mate  than  who'd  add. 

But  what  about  Betty  Ford? 

Why  not  Betty  Ford? 

Her  forthright  position— sometimes  quite  the  opposite  of 
her  husband's— would  certainly  appeal  to  those  to  whom  he 
doesn't  always.  Competent?  You  bet.  Charisma?  And  how. 
Good  mother?  She  must  be— at  least  the  kids  seem  as  in- 
dependent, flavorful  and  flawful  as  yours  and  mine. 
Forthright?  Who  more  so— she  wouldn't  find  it  necessary 
to  say,  "I'll  never  tell  you  a  lie."  Everybody  knows  she 


says  candidly  what's  on  her  bright,  informed  mind. 

And  all  everybody  would  be  talking  about,  arguing 
about,  and  I  dare  say,  enthusing  about,  would  be  this 
unique  ticket,  this  extraordinary  running  mate. 

At  least  it  would  be  a  change  from  peanuts  and  Where 
Does  Carter  Stand.  A  whole  lot  of  people  think  there's 
something  to  be  said  for  women,  and  what  a  way  this 
would  be  to  say  it. 

And  if  the  delegates  were  too  dumb  to  buy  it,  there's 
Ann  Armstrong. 

Or  Barbara  Jordan. 


FORBES,  AUGUST  1,  1976 
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IT'S  A 

And  I  do  mean  funny.  Ridiculous  is  actually  a  better 
description. 

By  a  slim  majority,  Congress  still  refuses  to  encourage 
the  de\'clopment  in  this  country  of  additional  supplies  of 
natural  .^as.  It  is  effectively  shutting  off  almost  any  reason- 
able pportunity  to  increase  the  supply  of  this  vitally 
needed,  fast-diminishing  energy  source  by  controlling  the 
wellhead  price  of  gas  sold  interstate  at  52  cents  per 
1,000  cubic  feet.  "New"  natural  gas  sells  for  an  average 
of  $1.80,  imports  for  $2  per  1,000  cubic  feet  in  liquefied 
form.  What  an  absurdity— Congress  freezes  om'  domestic 


GAS 

gas  price  at  52  cents  while  we  pay  four  times  that  much 
to  import  it  from  the  oil  cartel. 

The  present  approach  means  American  companies  wiU 
have  to  spend  billions  in  such  volatile,  unfriendly  countries 
as  Algeria  to  liquefy  the  stuff,  ship  it  here  and  sell  it  at  a 
higher  price  than  might  otherwise  be  necessary. 

Time  and  again,  ip  a  free  marketplace,  competition 
produces  what's  needed  to  fill  needs  at  the  lowest  price 
consistent  with  a  company's  survival. 

We  sorely  need  more  natural  gas.  We  don't  need  to  fur- 
ther increase  U.S.  dependence  on  OPEC. 


IF  YOU  THINK  YOU'VE  GOT  IT  TOUGH 

try  being  Queen  of  England  for  a  day.  We  witnessed  much  ule  would  be  enough  to  exhaust  an  Olympic  decathlon 

of  Elizabeth  ll's  four-day  official  Bicentennial  visit  here  gold   medalist.    The   minute-by-minute   scenario   for   the 

while  Forbes'  Highlander  acted  as  escort  to  the  Britannia,  visit,  prepared  in  minutest  detail  by  our  Department  of 

and  1  tell  you,  her  day-in  day-out,  night-in  night-out  sched-  State  and  hers,  literally  covered  hundreds  of  pages. 


Try  this  for  a  day  in  New  York: 


Friday,     July     9,     9:35     a.m.:     The 
Queen,      the     Duke     of     Edinburgh 
and     their     party     will     depart     An- 
drews      Air       Force      Base       aboard 
RAF     VCIO     for     Newark     Interna- 
tional    Airport,     Old    North    Termi- 
nal,   Newark,    New    Jersey. 
10:50    a.m.:    Arrive    at    airport. 
Motorcade     to     the     Military    Ocean 
Terminal,      Bayonne,      New      Jersey. 
Embark     HMY     Britannia     for     the 
Battery,     Manhattan     Island. 
12:00    Noon:     Arrival     at     the    Bat- 
tery.    Disembark     HMY      Britannia 


and  motorcade  to  Federal  Hall, 
New    York    City. 

The  Honorable  Abraham  Beame, 
Mayor  of  New  York  City,  will  pre- 
sent the  Queen  with  Honorary 
Citizenship  and  the  Bicentennial 
Medallion. 

12:35  p.m.:  The  party  will  walk 
along  Wall  Street  to  the  steps  of 
Trinity  Church.  The  Reverend 
Robert  R.  Parks,  Rector,  Trinity 
Church,  will  present  peppercorn 
rent  in  Steuben  glass  container 
to   the  Queen. 


12:58  p.m.:  Arrive  at  Waldorf 
Towers  Hotel. 

1:30  p.m.:  The  Pilgrims  and  the 
English  Speaking  Union  will  give 
a  luncheon  in  honor  of  Her  Maj- 
esty Queen  Elizabeth  II  and  His 
Royal  Highness  Prince  Philip, 
Duke  of  Edinburgh,  at  the  Wal- 
dorf Astoria  Hotel,  the  Grand 
Ballroom. 

3:20   p.m.:  Visit   the   Morris   Jnmel 
Mansion,   Upper  Harlem. 
4:10    p.m.:    Tour    Bloomingdale's. 
4:45     p.m.:     The    British     Societies 


in  New  York  will  host  a  recep- 
tion at  the  Lincoln  Center  for 
the  Performing  Arts. 
5:25  p.m.:  Arrive  at  the  Interna- 
tional Passenger  Ship  Terminal, 
upper  level. 

8:30  p.m.:  Her  Majesty  and  his 
Royal  Highness  will  give  a  din- 
ner aboard  HMY  Britannia. 
Dress,  black  tie.  There  will  be  a 
reception  following  the  dinner. 
The  royal  party  will  sail  to  New 
Haven,  Connecticut  on  HMY 
Britannia. 


And  here's  the  close-up  on  those  25  minutes  in  Bloomingdale's  .  .  .  imagine  if  your  wife  had  to  shop  this  way: 


4:10  p.m.:  Arrive  Bloomingdale's, 
Lexington  Avenue  entrance. 
Greeted  by:  Mr.  and  Mrs.  Law- 
rence Lachnian,  Chairman;  Mr. 
and  Mrs.  Marvin  S.  Traub,  Pres- 
ident; Mr.  Vincent  Brennan,  Ex- 
ecutive v. P. ;  Mr.  James  Schoff, 
Sr.  v. P.  Proceed  by  elevator  to 
5th  floor.  Home  Furnishings. 
Greeted  by:  Mr.  Carl  Levine, 
v. P.,  Furniture  &  Home  Fur- 
nishings; Mr.  Richard  Knapple, 
Fashion     Coordinator.     Proceed     to 


4th  floor:  China  and  Glassware. 
Greeted  by:  Ms.  Barbara  D'Arcy, 
V.P.,  Merchandise  Presentation; 
Mr.  Alan  Kahn,  Merchandise 
V.P.,  Home  Furnishings;  Mr. 
Douglas  Bertsch,  Group  Mgr., 
Silver,  China,  Glassware,  Water- 
ford  Crystal;  Mr.  Lester  Gribetz, 
Merchandise  V.P.,  Home  Fur- 
nishings; Sir  Arthur  Bryan, 
Chairman,  Wedgwood.  The  Queen 
proceeds  to  3rd  floor.  Women's 
Designer    Dresses. 


Greeted  by:  Mr.  Phil  Kelly,  Sr. 
V.P.,  Ready-to-Wear;  Ms.  Candy 
Pratts,  Display  Director;  Mr. 
Ralph  Lauren,  Designer;  Mr.  Cal- 
vin Klein,  Designer;  Ms.  Donna 
Karan  and  Mr.  Louis  Dd'OIio, 
Anne  Klein  Designers.  The  Duke 
of  Edinburgh  proceeds  to  ground 
floor.  Men's  Wear. 
Greeted  by:  Mr.  Jack  Schultz, 
Merchandise  V.P.,  Men's  Ready- 
to-Wcar;  Mr.  Gary  Shafcr,  Di- 
visional     Merchandise      Mgr.;      Mr. 


Dick  Shapiro,  Divisional  Mer- 
chandise Mgr. ;  Sir  Gerald  Abra- 
hams, Chairman,  Aquascutum 
Ltd. ;  Mr.  Arthur  Gordon,  Presi- 
dent. Aquascutum  USA.  The 
Queen  proceeds  to  ground  floor 
through  Bicentennial  Exhibit, 
rejoining  the  Duke  of  Edinburgh 
at  the  Third  Avenue  entrance. 
Presentation  of  gift. 
4:35  p.m.:  Depart  Bloomingdale's 
enroute  Lincoln  Center,  New  York 
State   Theater. 


And  from  the  myriad  points  of  procedures  and  protocol  covered,  here  are  a  couple  of  extracts: 


Dress:  With  day  dress,  the  Queen 
and  menibei's  of  her  party  will 
wear  hats.  Y^ou  may  choose  to 
do  so,  but  it  is  not  obligatory 
that  you  do.  You  will  find  that 
the  Queen  and  members  of  her 
party  will  probably  not  wear 
black  dresses.  This  is  a  personal 
preference  of  the  Queen's  and 
should  in  no  way  inhibit  you 
from  wearing  black. 
The      Queen      does      not      normally 


wear  gloves  during  the  day,  but 
with  evening  clothes.  If  you  wear 
gloves  (and  are  going  to  be  pre- 
sented), they  should  not  be  re- 
moved before  shaking  hands. 
Shaking  hands:  In  large  crowds, 
the  Queen  and  the  Duke  of  Edin- 
burgh usually  do  not  shake 
hands.  When  being  introduced, 
wait  until  they  have  extended  their 
hands  before  extending  yours. 
Bowing    or    curtsying:     The    Queen 


does  not  expect  Americans  to 
curtsy  or  bow,  especially  in  an 
informal  situation.  You  may, 
however,  merely  bow  your  head 
slightly  when  being  introduced. 
If  you  wish  to  curtsy,  it  should 
be  a  short,  quick  bob.  Men  should 
simply  bow  their  heads. 
Escorting:  When  escorting  the 
Queen,  you  should  walk  beside 
her  on  her  left.  If,  however,  it  is 
necessary     for    one     of     you     to     go 


ahead  of  the  other,  you  should 
allow  the  Queen  to  take  the  lead. 
She  is  always  in  the  lead  of  ■ 
procession.  In  assisting  and  es- 
corting the  Queen,  please  do  not 
take  hold  of  her  arm  or  hand. 
Food  and  beverage  preference!: 
No  uncooked  seafood  (i.e.,  oys- 
ters and  clams).  The  Queen  and 
the  Duke  of  Edinburgh  drink 
sherry,  gin  and  tonics.  The  Duke 
of     Edinburgh     drinks     lager     beer. 


And  if  you  are  as  good  and  as  gracious  a  lady  as  this 
Queen  is,  you  pause  as  often  as  possible  to  speak  direct- 
ly, kindly  and  with  interest  to  some  among  the  thousands 
crowded  behind  barriers  at  your  eveiy  stop;  do  the  same 
with  the  hundreds  presented  to  you  during  the  day's 
dozen  or  two  events;  and  end  it  by  greeting  an  addi- 


tional two  to  three  hundred  at  a  reception  aboard  your 
royal  yacht. 

Great  Britain's  great  for  all  sorts  of  societies  to  pre- 
vent inhuman  treatment  of  foxes  and  fauna,  animals  and 
the  inanimate.  Surely  one  ought  to  be  formed  for  the 
Prevention  of  Inhumane  Scheduling  of  the  Queen. 


IF  YOU  DON'T  KNOW 

it's  not  always  necessary  to  admit  it. 


ONE  WHO  NEVER  ASKS 

either  knows  everything  or  nothing. 
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-MALCOLM  S.  FORBES, 

Editor-in-C3iief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Promise  'e/n  Everything 

"There's  no  doubt  in  my  mind  that 
before  I  go  out  of  office  the  budget 
will  be  balanced  and  we'll  have  zero- 
based  budgeting  and  the  government 
organization  will  be  proper." 

So  said  Jimmy  Carter. 

Total  federal  debt  at  the  end  of 
May  1976-$610.7  billion. 

To  reverse  the  tide  of  a  Democrat- 
controlled  Congress  that  has  seen  the 
federal  government  running  in  the  red 
at  an  average  rate  of  $32  billion  a 
year  for  the  past  10  years  would  re- 
quire a  true  superman  as  President. 

If  it   hadn't  been   for   the   50-odd 

vetoes  by  President  Ford  (less  than  a 

half  dozen  were  overridden)  the  debt 

would  be  another  $15  billion  higher. 

—Pueblo  Star-Journal. 

The  Carter  forces  are  terrified  of 
repeating  George  McGovem's  blun- 
der in   1972   of  getting  too  specific 


on  economic  issues  too  early  in  the 
campaign.    "That's   our   biggest   bug- 
aboo,"    Mr.     [Lawrence     R.]     Klein 
admits. 

—Ann  Crittenden, 
NYTimes. 

Book  Review 

The  plot  doesn't  so  much  thicken 
as  clot. 

— Irma  Heldman,  reviewing 

Murder  at  the  ABA, 

The  Village  Voice. 

Ouch! 

Of  course  [author  Philip]  Roth  may 
well  have  great  productive  years 
ahead,  but  at  this  point  he  has  suf- 
fered badly  from  demands  made  on 
him,  by  himself  and  others,  to  think 
of  himself  as  a  major  talent  when 
what  he  has  to  work  with  is  an  ex- 
cellent minor  genius. 

—Roger  Sale, 
NYTimes  Book  Review. 


Lords  Live  Over  the  Store 

"Upstairs,  Downstairs"  has  greatly 
increased  interest  in  seeing  the  kitch- 
ens, nurseries,  and  servants'  halls  of 
the  stately  homes  as  well  as  the  grand 
saloons.  Nobody  would  have  chought 
thirty  years  ago,  what  with  death 
duties  and  all,  that  we  would  today 
still  be  in  our  houses,  or  that  tlie 
houses  would  even  exist.  But  we 
opened  up  our  doors,  and  by  sacrific- 
ing our  privacy  we  got  fifty  million 
paying  visitors  a  year.  Actually,  we 
are  unpaid  custodians  of  our  own 
houses.  And  we  live  over  the  shop. 
The  Historic  Houses  Association  is 
sort  of  an  aristocratic  trade  union. 

We  [were]  sometimes  a  little  bit 
jealous  of  Paul  Getty.  He  had  the 
only  stately  home  in  England  that 
has  been  withdrawn  from  public 
viewing  since  the  Second  World  War. 

—Lord  Montagu, 
quoted  in  The  New  Yorker. 


CONVENTION  FOOTNOTES 

by  M.S.  Forbes  Jr. 


The  Democratic  convention  un- 
derscored again  the  importance  of 
timing  and  sheer  good  luck  in 
politics. 

In  1972,  Georgia  Governor  Jim- 
my Carter  wanted  to  be  the  Dem- 
ocratic Vice  Presidential  nominee. 
After  the  Eagleton  withdrawal. 
Senator  McGovern  asked  numer- 
ous party  figures  to  take  the  sec- 
ond spot,  but  he  ignored  Carter? 
What  if  he  hadn't? 

Could  Carter  have  become  the 
potent  force  he  became  in  1976 
after  being  so  closely  identified 
with  the  radical,  overwhelmingly 
defeated  George  McGovern?  Car- 
ter would  have  been  on  the  de- 
fensive in  this  campaign  from  the 
word  go,  forever  explaining  why 
he  shouldn't  be  associated  with 
McGovem's  far-out  stands.  Even 
Carter's  nimbleness  at  sidestepping 
thorny  issues  might  not  have  been 
sufficient  to  overcome  a  handicap 
like  that. 

John  F.  Kennedy  was  severely 
disappointed  when  he  didn't  win  a 
place  on  the  doomed  Democratic 
ticket  in  1956.  So  was  Carter  in 
1972.  *Yet  if  they  had  succeeded  in 
these  earlier  endeavors,  their  ca- 
reers would  almost  certainly  have 
been  short-circuited. 

«         o         » 

At  every  convention,  there  is  a 


Noted  Figure  who  embarrassingly 
overplays  his  hand. 

At  Madison  Square  Garden,  it 
was  Morris  Udall.  On  the  night  of 
the  Presidential  balloting,  Udall 
spoke  to  the  convention  after  his 
name  had  been  placed  in  nomi- 
nation. Everyone  anticipated  a 
witty,  graceful  withdrawal,  and 
initially  Udall  more  than  met  their 
expectations.  When  he  finally  de- 
clared, "Jimmy  Carter  is  an  uncom- 
mon and  decent  man.  I  am  back- 
ing him  now  and  I  hope  you  will 
do  the  same,"  he  was  greeted  with 
thunderous  applause. 

Then,  inexplicably,  he  refused 
to  step  down.  "I  have  several  more 
things  I  want  to  say,"  and  for  what 
seemed  an  interminable  time,  he 
did  just  that.  He  lectured  the  con- 
vention on  what  the  Democratic 
party  should  and  shouldn't  be  and 
do  in  the  years  ahead.  Udall  spoke 
as  if  he  were  the  nominee.  He 
wasn't,  and  he  needlessly  dissipat- 
ed the  goodwill  and  respect  he  had 
won  moments  before. 

o         o         « 

Another  convention  fixture  is 
the  keynote  speech  that  falls  flat. 

Like  numerous  predecessors, 
Ohio  Senator  John  Glenn  felt  that 
his  oration  had  to  be  a  combina- 
tion of  Shakespeare,  Churchill, 
Cicero,  the  Bible,  the  Declaration 


of  Independence  and  the  Gettys- 
burg Address.  Instead  of  priceless 
prose,  the  convention  got  the  usual 
fare  of  cliches,  platitudes  and  rhe- 
torical climaxes  that  weren't. 
Straining  to  be  memorable,  key- 
noters become  eminently  forget- 
table. The  "immortal"  speech  usu- 
ally puts  the  audience  to  sleep,  and 
Glenn's  was  no  exception. 

What  saved  the  second  keynot- 
er, Representative  Barbara  Jordan, 
from  the  same  fate?  She  personal- 
ized part  of  her  talk.  More  impor- 
tant, she  has  no  peer  in  delivering 
a  speech.  Much  of  what  she  had 
to  say  was  as  hackneyed  as  Glenn's 
speech,  but  the  way  she  said  it 
electrified  the  convention. 

Ms.  Jordan's  political  star  will 
continue  to  rise,  especially  if  Car- 
ter wins  the  Novemb-^r  election. 

«         o         « 

The  convention  was  a  humbling 
reminder  that  political  prognos- 
ticating can  be  as  hazardous  as 
charting  the  future  of  the  stock 
market. 

Wrote  this  seer  in  1972:  "The 
real  winner  of  the  recent  Demo- 
cratic convention  is  not  George 
McGovern  and  his  determined 
band.  It  is  Senator  Edward  Ken- 
nedy. .  .  .  Kennedy  will  be  in  the 
forefront  in  1976.  And  face  a  non- 
incumbent  Republican  as  well." 
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Consider  our  track  record: 
from  $2.2  million  in  revenues  to 
over  $200  million  in  just  our  first 
eight  years 

Last  year,  we  mailed  out  our 
first q'.arterly dividend  check.  And 
we'vo'  been  mailing  dividend 
ch:^cks  every  third  month  since. 
'  Vith  1975  net  earnings  of  $10.7 
million,  we  can  afford  to.  And  now 
we're  listed  on  the  New  York 
Stock  Exchange. 

Along  the  way  we  acquired 
over  $300  million  in  assets.  Includ- 


ing a  fleet  of  five  bulk  cargo  ships. 

The  reason  we're  making 
money  is  because  we're  making 
still  more  money  for  our  cus- 
tomers. Creating  innovative  ways 
to  make  their  money  work  harder 
and  go  further.  Through  new 
concepts  in  capital  equipment 
leasing,  for  example. 

And  management  expertise  in 
the  architecture  of  complex 
corporate  financing. 

Plus  other  highly  specialized 
financial  and  business  sen/ices. 
Transportation  equipment  leasing 
for  instance:  ships,  planes  and 
rail  cars.  And  one  of  the  largest 
fleets  of  maritime  cargo  containers 
in  the  world. 


One  of  the  leading  lease  under- 
writers of  large-scale  business 
computer  systems,  too.  Data 
processing  services,  also,  with  a 
base  of  nearly  6000  accounts. 

So,  if  the  last  eight  years  are 
any  indication,  the  next  eight  years 
should  be  something  to  look 
forward  to. 

Itel.  We're  a  company  that  will 
grow  on  you. 


CX»PGRATH3Sr 

One  Embarcadero  Center 
San  Francisco,  California  94111 
Telephone:  [415)  983-0000 


If  the  last  eight  years 
is  any  indication, 
we're  on  the  right  track 
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The  GMC  that  even  a  steely-^^ed, 
hard-nosed  comptroller  could  love. 


It's  brand-new. 

It's  caiied  the  General. 
jii  |l        And  ill  all  the  years  we  spent 
designing  and  testing  it,  we  had 
one  tiling  fixed  dead-center 
in  our  minds. 

Efficiency. 

We  wanted  to  do  something 
about  the  electrical  problems,  and 
plumbing  problems,  and  cab 
durability  problems  that  have  been 
plaguing  your  business  for  years. 
To  eliminate  the  many  causes  of 


downtime,  the  nagging  things  that 
keep  going  wrong.  Things  that 
cost  you  money.  And  time. 
And  business. 

It  was  our  goal  to  keep  the 
major  components  simple,  to  keep 
the  number  of  parts  to  a  minimum 
and  easily  accessible.  A  logical 
thing  to  do. 

The  result  is  a  truck  that's  hard 
to  break.  But  easy  to  fix.  A  truck 
that's  strong.  A  truck  that's 
hard-working.  But  easy  to  live  with. 


A  truck  that's  flexible  enough 
to  do  what  you  ask  of  it. 
But  simple  enough  to  ask  less  of 
you  and  your  mechanics. 

The  result,  in  other  words,  is  a 
truck  that  can  cost  less 
to  operate. 

Before  you  purchase  a  new 
truck,  let  a  GMC  dealer  show  you 
the  new  GMC  General.  Or  one  of 
our  other  fine  models. 

It  could  be  like  money  in 
the  bank. 


THE  TRUCK  PEOPLE  FROM  GENERAL  MOTORS 
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Forbes 


The  Willy  Loman  Factor 

Remember  when  the  36-month  auto  loan  was  scary?  Now  meet  the  48-month  loan. 
Playwright  Arthur  Miller  had  a  phrase  for  it. 


By  HOWARD  RUDNITSKY 

You  are  in  Frank  Swell's  auto  show- 
room, sitting  behind  the  wheel  of  a 
compact  car.  It  is  the  one  that  you, 
in  all  good  conscience,  set  out  to  buy. 
But  out  there  across  that  stubby  hood 
is  a  gleaming,  be-chromed,  full-sized 
behemoth.  The  sticker  price  on  your 
compact's  window  is  $4,500;  it  is  in 
your  budget,  but  stretching  it.  The 
sticker  price  on  the  behemoth  is 
$7,000.  Forget  it;  there  is  absolutely 
no  way.  Then  Swell  himself  appears: 
"I  can  let  you  have  the  Big  Boy  for 
$25  a  month  more  than  the  little  fel- 
low." Can  you  pass  it  up? 

Increasing   numbers    of   Americans 
can't.     The    48-month    car    loan    is 


spreading  like  wildfire.  Introduced  as 
somewhat  of  an  emergency  measure 
two  years  ago  to  bail  out  cash-strapped 
borrowers,  the  "extended"  car  loan  has 
become  common,  and  an  increasing 
number  of  lenders  believe  soon  the 
"extended"  loan  will  become  normal. 

No  wonder.  The  arithmetic  works 
out  like  this:  That  $7,000  behemoth 
would  set  a  buyer  back  $185  a  month 
on  a  $5,600  loan  payable  over  the 
standard  36-month  contract,  after  a 
$1,400  down  payment.  Even  a  $3,600 
loan  for  a  $4,500  car  over  the  same 
period  comes  to  $120  a  month.  With 
the  48-month  loan,  that  $185  pay- 
ment becomes  $150,  and  that  $120 
debit  drops  to  $95  a  month. 

Suddenly  everybody's  happy.  Deal- 


er Swell  can  take  an  extra  couple  hun- 
dered  profit  from  the  behemoth;  so 
can  the  carmaker;  the  finance  com- 
pany picks  up  $200  or  so  extra;  and 
you  have  a  bigger,  more  comfort- 
able, more  fulfilling  hunk  of  steel.  It 
all  comes  from  that  extra  year's  worth 
of  easy-to-miss  dollars. 

Analysts  and  automakers  attribute 
the  booming  sales  to  two  years'  worth 
of  pent-up  demand  unleashed  by  new 
confidence  in  the  economy.  That's 
true,  up  to  a  point.  But  the  48-month 
contract  looms  big,  too. 

Finance  companies,  including  the 
auto  company  captives,  now  make 
about  a  third  of  their  loans  for  42 
or  48  months.  That's  up  from  1%  or 
2%  a  couple  of  years  ago.  The  larger 


Up,  Up,  Up  ...???  ? 


Forty-eight-month  credit  alleviates 
somewhat  the  pain  of  buying  a  new 
car,  but  it  doesn't  do  a  thing  for  the 
cost  of  running  the  car.  We  asked 
Runzheimer  and  Co.  of  Rochester, 
Wis.  to  put  together  some  figures  on 
automobile  operating  costs.  (Runz- 
heimer is  a  consulting  firm  that  spe- 
cializes in  that  sort  of  thing.)  Their 
numbers,  summarized  below,  are 
revealing. 

The  figures  are  for  an  intermediate 
auto,  a  Chevelle  Malibu,  owned  in 
northeastern  New  Jersey  and  driven 
14,000  miles  a  year.  A  four-door  Mal- 
ibu in  that  area  with  air-conditioning 
and  automatic  everything  now  runs 
to  about  a  $4,940  drive-away  price. 

The  car  itself  costs  about  35%  more 
than  it  did  four  years  ago— having  ris- 
en at  about  the  same  rate  as  the 
Consumer  Price  Index.  And  the  total 
costs  of  iTinning  it  have  risen  about 
the  same  amount.  But  notice  that  the 
total  cash  outlay  (down  payment 
aside)  has  ris^n  far  less. 

The  cost  of  running  the  car  would 
have  increased  much  more,  but  for 
relatively  sluggish  increases  in  insur- 
ance and  depreciation  (reflecting 
strong  used-car  prices).  But  there  was 


that  56%  increase  in  the  cost  of  gas 
and  oil  and  the  42%  jump  in  main- 
tenance. There  doesn't  seem  to  be 
much  relief  in  sight  on  this  front 
either;  insurance  costs  must  play 
oatch-up,  and  what  about  fuel  costs? 
So  look  at  what's  keeping  the  price 
of  the  whole  package  down.  It's  the 


four-year  auto  loan  that's  keeping  in- 
terest and  annual  loan  repayment 
rates  almost  even  with  1972— up  15% 
and  2%  respectively.  If  that  Malibu 
had  been  bought  over  36  months,  it 
would  have  cost  $400  more  a  year- 
enough  to  make  the  difference  be- 
tween an  intermediate  and  a  compact. 


Costs 

Mld-1976 

Mid-1972 

Increase 

Auto  Purchase  Price  New 

$4,940 

$3,646 

35% 

Operating  Costs  (Annual) 

Gas  &  Oil 

$694 

$445 

56% 

Maintenance 

154 

108 

42% 

Tires 

83 

70 

18% 

Total  Operating  Costs 

$931 

$623 

49% 

Fixed  Costs  (Annual) 

Depreciation 

$756 

$605 

25% 

Insurance 

463 

404 

15% 

License  &  Title 

52 

25 

108% 

Snow  Tires 

44 

37 

19% 

Finance  Expenses 

195-h 

170+ + 

15% 

Total  Fixed  Costs 

$1,510 

$1 ,241 

22% 

Fixed  and  Operating  Costs 

$2,441 

$1,864 

31% 

minus  Depreciation 

756 

605 

— 

leaves  Out-of-Pocket  Costs 

1,685 

1,259 

34% 

plus  Annual  Principal  Repayments 

988+ 

972+  + 

2% 

yields  Total  Annual  Cash  Outlay 

$2,673+ 

$2,231  +  + 

20% 

Consumer  Price  Index 

171  (est) 

126 

36% 

Auto  Data  Source:  Runzheimer  &  Co. 

+  Four-year  terms. 

+  +  Three  year  terms 
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credit  unions,  moving  aggressively  in- 
to car  financing,  granted  extended 
terms  in  30%  of  1976  loans.  Commer- 
cial banks,  who,  with  $30  billion  out, 
are  far  and  away  the  biggest  auto 
lenders,  aie  moving  toward  the  48- 
montli  fo'.  mat,  too— though  warily. 

Win  Isn't  this  just  another  won- 
derfu!  example  of  the  Great  Ameri- 
can Perpetual  Motion  Machine?  May- 
be not.  There  is  a  hitch. 

We  might  as  well  call  it  the  Willy 
Loman  factor,  after  the  man  who 
lamented  it  in  the  clearest  tones.  You 
remember  when  he  cried,  in  Arthur 
Miller's  Death  of  a  Salesman,  "Once 
in  my  life  I  would  like  to  own  some- 
thing outright  before  it's  broken!  I'm 
always  in  a  race  with  the  junkyard." 

Vanishing  Age 

Historically,  the  Loman  factor  has 
not  applied  to  autos,  and  this  gap 
between  the  day  they're  paid  off  and 
the  day  they  break  has  been  the  main- 
spring of  the  business.  It's  a  matter  of 
equity— that  is  the  owner's  actual 
equity  in  the  vehicle.  To  be  sure, 
cars  are  not  like  Picassos,  or  even 
homes;  they  do  not  grow  in  value, 
but  rather  begin  depreciating  the  day 
they're  driven  out  of  the  showroom. 
But  the  idea  is  they  depreciate  more 
slowly  than  you  pay  them  off— at 
least  they're  supposed  to.  And  that 
means  you  have  something  to  sell  or, 
better   yet,    trade   in    on   a   new   car. 

The  sort  of  two-year  contract  you 
might  have  had  on  a  $5,000  car  in 
the  1950s  went  something  like  this: 
$1,250  down  and  24  monthly  pay- 
ments of  $175.  Your  equity  in  the 
car  began  building  about  the  10th 
month.  Wlien  it  was  paid  off,  you 
owned  an  auto  that  was  worth,  say, 
$3,000  in  trade  for  your  next  car. 
With  the  kind  of  36-month  contract 
that  mushroomed  in  the  late  1950s, 
you  began  piling  up  equity  some- 
where around  the  14th  month,  and 
there  was  plenty  of  value  there  to 
trade  in,  or  up,  when  the  time  came. 

But  with  a  48-month  loan,  much 
of  the  interest  is  front-ended— that  is, 
your  first  dozen  payments  go  mostly 
to  cover  the  cost  of  borrowing.  Thus 
your  equity  doesn't  grow;  in  fact  it 
shrinks.  The  next  12  payments  or  so 
merely  cover  the  depreciated  value 
of  the  car,  which  by  the  end  of  the 
second  year  has  nearly  30,000  miles 
on  it.  Only  in  the  third  year  does  the 
driver  begin  to  build  equity. 

At  the  end  of  your  loan  then,  you 
ha\'e  a  four-year-old  car  with  nearh' 
50,000  miles  on  it— instead  of  a  two- 
year-old  car  with,  say,  25,000.  What's 
its  \'alue?  Who  can  say  today?  Infla- 
tion and  high  demand  for  used  cars 
may  bail  you  out.  Or  they  may  leave 
you  with  a  nearly  worthless  heap. 


20 


So  the  question  is:  At  what  point 
do  these  intricate  curves  intersect? 
Will  the  gap  between  used-car  values 
and  new-car  prices  widen  in  such  a 
way  that  the  Willy  Loman  factor 
takes  over?  Or  can  it  be  forestalled 
fore\^er?  Certainly  the  buyer  of  the 
48-month  car  doesn't  nin  a  big  risk 
of  losing  the  race  to  the  junkyard; 
with  proper  care  (and  cost),  the  life 
expectancy  of  a  new  car  is  at  lea$t 
100,000  miles,  or  ten  years  of  nor- 
mal driving.  Used-car  values,  despite 
a  soft  market  in  1973,  have  stayed 
up.  How  far  can  these  trends  be 
pushed?  Does  the  futme  hold  what 
the  clever  advertisers  of  Rolls-Royce 
suggest,  the  30-year  contract  with 
eas\'  monthly  payments? 

West  Coast  banks  like  Wells  Fargo 
now  even  offer  open-ended  finance 
leases  on  new  cars:  no  money  down, 
frequently  lower  monthly  payments 
than  a  purchase  loan;  at  the  end  of 
three  years,  half  or  more  of  the 
value  of  the  car  can  be  still  outstand- 
ing. The  lessee  can  either  sell  the  car 
and  pay  the  bank  off,  pay  it  off  him- 
self from  his  piggy  bank  and  keep 
the  car,  or— ng/if— refinance  the  car. 
In  effect,  the  five-year  term  loan  is  al- 
ready here.  "It's  just  one  more  way  to 
get  a  guy  into  a  high-priced  new  car 
that  he  wants  to  drive,  but  couldn't 
afford  with  a  shaight  purchase  on 
three-year  terms,"  says  Wells  Fargo 
Vice  President  Charles  Looney. 

This  may  look  like  a  perpetual-mo- 
tion machine  for  Detroit,  but  it  isn't. 
It's  difficult  to  see  how  ever-more-ex- 
pensive cars— and  ever-longer  install- 
ment contracts— can  mean  anything 
hut  fewer  cars  made  in  the  long 
run.  If  people  take  longer  to  pay  for 
their  autos,  they  must  keep  them  long- 
er; if  they  keep  them  longer,  they 
won't  go  to  Detroit  for  new  steel  as 
frec{uently   as   in   the  good  old   days. 

Add  to  this  the  fact  that  transpor- 
tation's relative  price  has  gone  up. 
Thanks  to  the  Organization  of  Pe- 
troleum Exporting  Countries  and  to 
the  bundling  into  the  cost  of  driving 
a  car  a  dozen  other  costs— mandatory 
insurance,  inspection  fees,  antipollu- 
tion systems  and  so  on— the  working- 
man's  wage  simply  doesn't  buy  as 
much  auto  as  it  used  to.  In  other 
words,  the  average  American's  pur- 
chasing power  in  auto  transportation 
terms  has  fallen  sharply   (see  tahle) . 

Americans  will  still  find  a  way  to 
buy  new  cars— they  have  to  and  they 
want  to.  But  it's  getting  tougher  all 
the  time.  Already  the  U.S.  auto  mar- 
ket is  principally  a  replacement  mar- 
ket: Sell  three,  scrap  two.  The  day  is 
getting  closer  when  it  will  be:  Sell 
three,  scrap  three.  And  then  the  auto 
industry's  great  era  of  growth  will 
be  over.  ■ 


Busing 


Government  money  brought 
big  changes  to  the  bus 
industry.  Now  it's  threatening 
to  create  a  monopoly  there. 

Three  years  ago  Congress  came  up 
with  a  scheme  to  provide  80%  of  the 
money  for  municipalities  to  buy  new 
transit  vehicles.  The  prospects  looked 
so  appealing  that  even  ailing  Ameri- 
can Motors  decided  to  break  into 
what  had  previously  been  a  two-com- 
pany market.  The  competition  was 
fearsome— long-dominant  General  Mo- 
tors and  the  Flxible  subsidiary  of 
hard-pressed  Rohr  Industries— but 
both  the  demand  and  the  money  were 
there,  $2  billion  so  far.  AMC's  AM 
General  subsidiary,  with  the  first  new 
design  in  a  decade,  quickly  snared  a 
third  of  the  market.  In  two  years 
total   output  was   up   50%   to   4,800. 


A  Bird  In 
The  Busii... 

Question  for  Masco's  Dick 
Manoogian:  When  you're 
good  at  somethings  why 
not  stick  to  it? 

You  HAVE  TO  ADMIT  there  is  a  limit 
to  how  far  a  company  can  expect  to 
go  even  with  a  red-hot  product  like 
a  single-handle  faucet.  Which  is  what 
Richard  Manoogian  thought  and  why 
he  took  the  company  his  father  had 
founded  into  citizens  band  radios  a 
year  or  so  back. 

Alex  Manoogian,  an  Armenian  im- 
migrant of  modest  means,  had  helped 
invent  the  single-handle  faucet  in  the 
Fifties.  A  single-handle  faucet  per- 
mits one-hand  control  of  volume  and 
temperature.  It  doesn't  need  a  wash- 
er. Under  the  Delta  label,  Masco  soon 
became  the  industry  leader.  Today 
Masco  holds  22%  of  the  total  faucet 
market.  As  its  earnings  soared— from 
$3.7  million  in  1967  to  $33.7  million 
last  year  (on  $311  million  sales)— so 
did  Masco's  stock,  from  below  5  to 
above  30,  adjusted  for  stock  splits, 
in  the  early  Seventies.  Overnight, 
Chairman  Alex  Manoogian  became  a 
centimillionaire— worth  a  cool  $120 
million  on  paper.  In  1968  he  decided 
to  let  his  Yale-educated  son  Richard 
run    the    company.    So    he    stepped 
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with  each  of  three  makers  claiming  a 
third  of  the  $300-million  market. 

Now,  however,  the  busman's  holi- 
day may  be  over.  AMC  has  yet  to 
make  a  nickel  on  its  bus  sales.  The 
company  is  threatening  to  sue  the 
Urban  Mass  Transit  Administration 
on  the  grounds  that  UMTA's  procure- 
ment policies  are  putting  AMC  and 
Flxible  out  of  business. 

The  law  requires  that  federally 
funded  bus  orders  be  based  on  com- 
petitive bidding.  But  there's  the 
catch:  The  product  must  meet  official 
specifications.  But  the  Government 
can  make  one  bidder  win— by  setting 
specs  that  only  his  product  can  meet. 
That's  what  happened  to  AMC, 
charges  James  Drum,  vice  president 
for  government  affairs.  His  story: 

After  spending  $50  million.  Gen- 
eral Motors  came  up  with  a  new 
"advanced  design"  bus  priced  at 
$75,000-$  10,000  more  than  AMC 
and  Flxible  models.  AMC  and  Fkible 
claim  the  CM  bus  isn't  worth  the  dif- 
ference. But  the  Government  figures 


the  CM  bus  is  well  worth  the  extra 
$10,000,  based  on  life-cycle  costs. 

Based  on  specifications  written  to 
cover  durability,  GM  in  August  will 
win  a  $30-million  UMTA-financed  or- 
der for  Houston  and  five  other  cities. 
Since  Rohr  and  AMC  don't  have  the 
kind  of  money  GM  has,  they  may 
have  trouble  competing.  In  effect, 
they   could   be   out   of   the   business. 

This  is  not  to  say  that  UMTA  is 
wrong  in  its  specifications,  but 
the  situation  illustrates  the  difficulty 
of  doing  business  with  a  government. 

Actually,  GM  itself  is  not  yet  home 
free.  UMTA  has  spent  $27  milHon 
since  1972  trying  to  design  a  dream 
bus  of  its  own,  called  Transbus. 
Once  UMTA  has  what  it  wants,  the 
government  agency  could  easily  speci- 
fy Transbus  on  all  bidding.  If  that 
happens,  GM  would  never  sell 
enough  of  its  new  stainless  steel  buses 
to  recover  the  $50-million  develop- 
ment cost. 

Among  the  things  UMTA  wants  is 
a    bus    with    a    floor    no    more    than 


17  inches  above  ground  vs.  34  inches 
for  today's  models,  so  that  the  handi- 
capped and  elderly  can  board  easily. 
But  this  requires  small  wheels  no 
U.S.  firm  can  yet  produce,  it  reduces 
seating  space  and  it  threatens  to 
cause  problems  in  cities  with  heavy 
snowfalls.  That  may  be  why  only  Los 
Angeles  and  Seattle  so  far  have 
shown  much  interest. 

Thus  GM's  may  be  the  ultimate 
bus.  Or,  again,  it  may  not  be.  The 
issues  will  not  be  easily  resolved. 
Since  the  Government  foots  the  bill 
for  the  nation's  buses,  reasonable 
standardization  as  a  means  of  lower- 
ing costs  makes  sense.  But  the  result 
may  be  less  innovation  and— ultimate- 
ly—a  one-company  bus  business.  To 
insure  that  the  market  stays  competi- 
tive, the  trick  is  to  keep  standards 
broad  enough  so  that  each  manufac- 
turer can  still  offer  a  different  prod- 
uct and  at  the  same  time  earn  an 
adequate  profit. 

But  that  might  be  asking  too  much 
of  our  rigid,  swollen  bureaucracy.  ■ 


down  from  the  top  spot  and  repaired 
to  his  workshop  where  at  75  he  now 
tinkers  with  new  faucet  designs. 

Dick  Manoogian,  40,  never  had 
much  affinity  for  faucets.  "If  a  faucet 
needs  fixing,"  he  tells  visitors  to  his 
art-studded  home  in  Crosse  Pointe 
Farms,  Mich.,  "I  send  for  my  father." 
In  14  years,  he  made  25  acquisitions 
that  carried  Masco  far  beyond  faucets, 
into  toys,  plastic  cups  and  a  variety 
of  cold-extruded  metal  parts  for  autos 
and  trucks.  Good  enough  businesses, 
all  of  them,  but  small,  somewhat  cy- 
clical and  hardly  what  you  would  call 
glamorous. 

Then  last  summer,  Manoogian  paid 
$15  million  in  stock  for  Royce  Elec- 
tronics, a  small  Kansas  City,  Mo.  im- 
porter of  Japanese-made  citizens  band 
radios.  CB  radios  were  taking  over 
from  hand-held  calculators  as  the  hot- 
test selling  consumer  electronics  prod- 
ucts on  the  market,  so  Manoogian's 
timing  looked  perfect.  But  now  no- 
thing looks  as  sure  as  it  once  did. 
Like  pocket  calculators  before  them, 
CB  radios  seem  clearly  headed  for 
trouble.  "We  expect  a  shakeout 
ahead,"  Manoogian  says. 

It  isn't  that  the  CB  radio  boom  is 
waning  or  even  that,  as  one  scientist 
predicts,  sunspot  activity  will  render 
them  useless  beyond  two  miles;  it's 
just  that  the  competition  is  getting 
tougher.  General  Electric,  Panasonic, 
Motorola  and  RCA  have  all  launched 
CB  models  this  year.  Prices  are  fall- 
ing. "No  one  can  say  how  low  prices 
will  go,"  Manoogian  says.  And  for 
Masco,  CB  radios  now  really  matter. 


Masco's  personal  communications  and 
specialty  products  division,  mainly 
CB  radios,  will  provide  a  good  third 
of  this  year's  prospective  $450  million 
in  sales. 


Boomerang.  "We  didn't  want  to  be 
too  dependent  on  any  one  product," 
says  Masco's  Dick  Manoogian,  ex- 
plaining why  the  company  diversi- 
fied. The  old  trouble  is,  CB 
radios  seem  riskier  than  faucets. 


Manoogian  is  confident  that  Masco 
will  survive  the  shakeout,  but  to  as- 
sure that  it  does  he's  spending  $15 
million  on  advertising  this  year  main- 
ly to  establish  a  brand  image  for 
Royce.  He  has  also  borrowed  $60  mil- 
lion. With  part  of  it  he  bought  a  com- 
pany that  makes  oil  well  drilling  parts, 
also  a  supposed  growth  business. 

With  earnings  growth  starting  to 
flag  in  1974  and  the  whole  market  in 
trouble,  Masco's  stock  collapsed.  It 
dropped  from  a  30-plus  high  in  1973 
to  10  in  a  matter  of  months.  Since 
then  it  has  climbed  back  to  30;  but 
now,  with  investors  beginning  to  have 
second  thoughts  about  the  future  of 
CB  radios,  Masco's  stock  is  slipping 
once  again. 

What  might  restore  investors'  faith 
more  than  anything  else  is  this:  While 
Dick  Manoogian  was  out  making  ac- 
quisitions, his  father  designed  a  new 
double-handle  faucet  using  the  same 
rotating  ball  principle  that  made 
Masco's  original  faucet  a  wanner.  Al- 
ready it  has  taken  15%  of  the  double- 
handle  faucet  market,  and  Dick  Ma- 
noogian expects  it  to  go  to  18%  if 
Masco  has  the  capacity— and  the 
company  plans  to  double  faucet  ca- 
pacity over  the  next  five  years.  Al- 
together, Masco's  high-margined  fau- 
cet business  ought  to  hit  $95  million 
this  year.  Too  bad  Dick  Manoogian 
didn't  have  more  faith  in  his  father's 
original  line  of  business.  As  he  now 
says  with  the  help  of  hindsight: 
"We're  successful  because  we've  gone 
into  mundane  industries,  competing 
with  nonaggressive  people."  ■ 
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The  Affluent  Activists 


1 

Action:  Videotapes  at 
sporting    goods     stores 
let  the  U.S.   sportster 
catch  himself  on  film. 

It  isn't  V  Iiether  you  win  or  lose,  or  even  how  you  play  the  game. 
It's  whdit  you  buy  to  play  it  with. 

Amk:  ,ans  are,  in  .spirit,  great  sports 
enthusiasts.  At  least  they  think  a  lot 
about  it  and  spend  a  lot  on  equip- 
ment: a  probable  $12  billion  this  year. 

In  part,  the  enthusiasm  is  fanned 
by  TV:  74  hours  of  televised  Olympics 
in  these  two  weeks  alone.  Last  year 
the  networks  offered  a  total  of  1,076 
hours  of  sports  programming,  includ- 
ing 332  hours  of  football,  157  of  base- 
ball, 112  of  basketball  and  107  of 
tennis.  In  contrast,  the  average  Ameri- 
can spends  no  more  than  60  hours 
exercising  each  year— or  70  minutes 
per  week  vs.  an  average  22  hours  or 
thereabouts  in  front  of  the  boob  tube. 
Fat  City  for  TV  sports  producer 
Roone  Arledge,  mere  fat  for  the  rest 
of  us,  right? 

Yes  and  no.  Watching  leads  to  do- 
ing. Thanks  in  good  part  to  TV,  but 
thanks  also  to  a  new  concern  for 
waistlines  and  for  arteries,  the  trend 
in  sports  is  dominated  by  one  pro- 
nounced trend:  democratization.  Club 
sports  like  sailing  and  tennis,  once  the 
province  of  the  rich,  are  attracting 
increasing  numbers  of  middle-class  de- 
votees. Bicycling,  formerly  confined 
pretty  much  to  children,  is  now  a 
sport  for  everyone.  Camping  and  jog- 
ging once  belonged  to  the  hardiest  of 
the  hardcore.  Now  everybody's  do- 
ing them. 

There  are  at  least  7  million  joggers, 
15  million  regular  cyclists,  15  mil- 
lion serious  swimmers  and  30  million 
tennis  players.  The  once  lowly  sneak- 
er has  been  transformed  into  an  "ath- 
letic shoe."  Presto:  A  $l-billion  in- 
dustry. For  manufacturers,  riding  the 
fashions  can  be  as  tricky  as  hang- 
gliding.  This  year's  hot  item  can  be 
next  year's  glut.  But  the  trend  is 
clearly  up. 


Happily,  for  businessmen  at  least, 
the  rule  seems  to  be  that  the  Ameri- 
can sportster  wants  his  exercise  to  be 
as  painless  and  as  chic  as  possible. 
This  means  competition,  instead  of 
situps  in  the  bedroom.'  You  don't  no- 
tice all  that  effort  if  you're  trying  to 
win,  it  seems,  even  in  so  austere  a 
sport  as  loping  around  the  block. 
"Joggers  turn  into  runners  in  three 
weeks,"  says  YMCA  coach  John  Weiss. 
And  it  means  bad  news  for  exercise 
and  health  clubs  where  the  principal 
adversary  was  a  chromed  set  of 
weights.  Many  that  sui-vived  the 
fraud  complaints  of  the  early  Seven- 
ties have  been  installing  pools  or 
racquet  games. 

It  seems  less  painful,  too,  if  you  do 
it  with  the  "right"  equipment.  You  can 
get  laughed  off  the  court  in  South 
Boston  for  turning  up  in  something 
besides  Converse  high-top  basketball 
shoes.  And  you  can  suffer  a  cut  at 
Burning  Tree  Country  Club  for  in- 
sisting that  graphite  shafts  aren't 
any  good.  Imported  Australian  ten- 
nis balls  are  the  coming  thing.  No 
field  seems  immune.  Of  waterskiing, 


if  you  can  believe  it,  says  retailer  Jack 
Hanna  of  Nautique  Water  Ski  & 
Sport  Supply,  "This  is  basically  a 
hot-doggy  sport.  Everyone  wants  to 
look  like  a  competitor." 

A  lot  of  the  equipment  Americans 
are  buying  this  year  will  wind  up  in 
closets  next  year;  one  American  in  two 
gets  virtually  no  exercise  at  all.  But 
maybe  that's  the  point.  You  can't  get 
much  exercise  handing  over  your 
credit  card  at  the  sporting  goods 
store— but  you  do  have  something  to 
show  for  it. 

Consider  these  five  areas  where  the 
show  is  going  on  with  a  trendiness 
like  never  before. 


Sheer  Agony 

After  you  get  yourself  a  pair  of 
women's  nylon  panties,  the  rest  of 
jogging  is  easy.  The  fancy  shoes,  the 
sp'it-side  running  shorts,  the  go-to- 
hell  T-shirt,  the  bright-colored  sweat 
suit,  and  a  pedometer:  You  can  buy 
all  those  over  the  counter  for  a  hun- 
dred dollars  and  look  like  you've  been 
running  all  your  life.  But  the  panties 
that  mark  an  authentic  aficionado 
(they  are  favored  by  some  men  over 
supporters  because  they  prevent 
chafing)  are  somehow  just  never  easy 
to  ask  for  in  a  store. 


It's  clearly  less  embarrassing  to  lay 
hands  on  a  pair  of  those  shoes: 
Adidas,  Pumas,  Topsiders,  Pro-Keds, 
Converse  All-Stars.  Something  like 
half  of  them  sold  never  touch  the  run- 
ning track,  boat  deck  or  basket- 
ball court  for  which  they  were  in- 
tended. That's  just  fine  with  West 
Germany's  two  big  athletic  shoe  man- 
ufacturers, Adidas  and  Puma.  Found- 
ed by  brothers,  both  firms  a  decade 
ago  were  familiar  only  to  diehard 
track-meet  buffs. 

Today,  Adidas,  Puma,  Japan's  Tiger 
and  other  imports  edge  out  Ameri- 
can makers  by  taking  a  good  60%  of 


the  leather-top  market.  Tariffs  and 
quotas  that  might  at  least  have  pro- 
vided an  umbrella  of  sorts  for  under- 
cut U.S.  producers  were  rejected  by 
President  Ford  last  April.  Market- 
share  recovery  attempts  by  the  two 
major  U.S.  companies,  Eltra  Corp.'s 
Converse  and  Uniroyal's  Pro-Keds, 
have  been  hampered  by  a  lack  of  a 
clear  symbol  and,  in  the  case  of  Pro- 
Keds,  shortages  from  the  rubber 
workers  strike.  Converse  says  it  has  a 
new  shoe  breakthrough,  but  won't  say 
what  until  the  patent  has  cleared. 

Who  knows  where  the  great  run- 
ning   shoe    boom   came    from?   Way 


22 


FORBES,  AUGUST  1.  1976 


back  in  the  early  1960s,  running  was 
the  province  of  kooks  and  kids.  After 
a  battery  of  get-in-shape  exercise 
books,  an  increasing  emphasis  on  the 
Olympics,  and  goodness  knows  what 
else,  track-shoe  chic  took  off.  Sud- 
denly everyone  was  dying  to  wear 
those  snazzy  shoes  with  the  three 
diagonal  stripes. 

Some  of  the  owners  even  use  their 
shoes  for  running.  Jogging  really  has 
blossomed:  Take  a  look  at  Washing- 
ton, D.C.'s  Arlington  Bridge,  New 
York's  Central  Park,  or  Chicago's  Lin- 
coln Park.  Look  at  the  same  joggers 
two  days  in  a  row  and  you'll  spot 
another  reason  for  manufacturer's 
cheer.  "Warm-up  suits  are  having 
absolutely  sensational  sales,"  says  Sy 
Sylvan,  whose  Herman's  World  of 
Sporting  Goods  sells  well  over  50,000 
a  year.  "I'd  say  the  market  was  al- 
most saturated  except  for  one  thing. 
People  want  three  or  four— just  like  a 
change  of  business  suits." 

As  for  the  loneliness  of  the  long- 
distance runner— well,  that's  changing, 
too.  First  of  all,  there  is  more  and 
more  competition  between  joggers. 
Once  the  Boston  Marathon,  a  26-mile 


killer  of  a  race,  was  virtually  the  en- 
tire scene;  now  it's  the  lofty  summit 
(2,000  entries  last  year)  of  a  net- 
work of  local  competitions  that  run 
all  the  way  from  the  Dipsea  Trail  in 
California  hill  country  to  Brooklyn's 
Prospect  Park. 

For  another  thing  there  is  now,  of 
course,  an  association  and  many 
clubs.  Washington-based  Road  Run- 
ners Club  of  America,  for  example, 
has    10,000   members.    And   for   $15 


you  can  join  Road  Runners  Inc.  of 
Northbrook,  111.  and  get  their  "jog- 
ging kit."  What's  in  a  jogging  kit? 
Well,  along  with  the  red  hooded 
sweatshirt  come  jacket  patches,  a 
book  on  jogging  and  window  decals. 


On  A  Bicycle  Built  For. ••Most  Anyone 


At  age  64,  the  kindergarten  teacher 
in  Pleasantdale,  111.  abandoned  her 
plans  to  go  down  the  Mississippi  on  a 
raft.  Instead,  she  bought  a  bicycle. 
"With  big  tires,"  she  says,  "and  a 
foot-brake." 

The  bicycle  business  is  still  a  good 
growth  business.  To  be  sure,  manu- 
facturers took  a  beating  during  the 
recession— but  that  was  after  the  ten- 
speed  craze  that  sent  43  million  adults 
to  the  stores  in  just  three  years  to  get 
theirs.  Now  it's  back  to  its  former 
growth  rate  of  8%  to  10%  a  year.  A 
decade  ago,  kids  abandoned  bikes 
about  the  time  they  took  up  sex,  but 
now  every  grown-up  in  the  country  is 


a  potential  customer.  Sales  of  bikes 
and  cycling  supplies  are  expected  to 
reach  almost  a  $l-billion-a-year  rate 
next  spring.  U.S.  bike  manufacturers 
are  turning  out  close  to  30,000  a  day. 

The  U.S.  is  scarcely  set  up  for  bi- 
cycles. He  who  rides  one  in  the  city, 
for  instance,  takes  his  life  in  his  hands. 
But  there  are  at  least  25,000  miles  of 
bike  routes,  and  citizens  in  every  state 
"are  petitioning  their  legislatures  for 
more.  The  Federal  Highway  Admin- 
istration got  into  the  act  this  year 
with  a  $6-million  appropriation  for 
demonstration  bikeways. 

Bikes  are  good  business  for  the 
same  reason  that  autos  are:  Folks 
seem  to  feel  that  the  kind  of  bike 
they  ride  says  a  lot  about  them. 
Therefore,  shops  overflow  with  ne- 
cessities and  accessories:  locks  and 
lights,  five-foot  pole  banners  that 
glow  in  the  dark,  snap-on  baby  seats, 
flower  baskets,  fancy  nylon  panniers 
with  pouches  and  zippers,  bike  racks 
for  autos,  and  so  on.  The  extras  them- 
selves add  up  to  around  a  $100-mil- 
lion-a-year  industry. 

The  two  biggest  U.S.  producers, 
Huffman  Manufacturing  and  Murray 
Ohio  Manufacturing,  are  fighting  it 
out  for  top  spot.  Imports  still  take 
a  huge  bite  out  of  the  lightweight 
market— 25%  in  1975,  an  estimated 
15%  for  1976-but  the  domestic 
manufacturers  are  well  ahead  of  their 
foreign  competition  when  it  comes  to 


gauging  the  capricious  tastes  of  the 
young.  For  example,  "ape-hangers" 
(upswept  handlebars)  and  "banana- 
peel"  seats  are  no  longer  the  big 
thing;  the  "Motorcross"  is  the  hot  bike 
this  year.  With  racing  plates,  an  extra 
cross  bar,  and  sometimes  even  a  fake 
fuel  tank,  it  promises  to  turn  kids 
playing  on  the  dirt  hills  of  new  build- 
ing sites  into  little  Evel  Knievels— if 
they  figure  out  how  to  keep  a  play- 
ing card  in  the  wheel  spokes  to  sim- 
ulate engine  noise.  Huffman,  leader 
in  this  field,  estimates  that  half  of  all 
the  20-inch  (children's)  bikes  it  sells 
now  are  "Motorcross"  types.  And  re- 
member, the  average  child  outgrows 
two  or  three  bikes  before  reaching 
the  full-size  ten-speed. 

With  proper  care  and  recondition- 
ing every  two  or  three  years,  a  good 
ten-speed  bike  could  last  10  years  or 
longer.  So  the  adult  market  is  pretty 
well  saturated  at  present  levels  of  de- 
mand. But  as  recent  experience  sug- 
gests, these  things  change.  On  the 
one  hand,  there  is  the  energy  crisis, 
which  will  make  bikes  more  and  more 
attractive  for  quick  spins  around 
town.  On  the  other,  there  is  the  pos- 
sibility of  yet  again  expanding  the  age 
group  to  which  the  product  appeals. 
Downtown  Davis,  Calif.,  for  exam- 
ple, is  littered  with  bikes— including 
a  few  large  tricycles— the  property  of 
senior  citizens  who  come  to  town  to 
get  their  groceries  or  take  in  a  flick. 
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One  Nation,  Amphibious,  With 
Equipn^ient  And  Accessories  For  All 


Sailinc?  ^  f've  come  a  long  way 
since  ]  i  .  Morgan  cracked  that  if 
you  }uu:  to  ask  how  much  a  yacht 
cost.  <  ■  u  couldn't  afford  one. 

I;  .eed,  you  knew  things  had 
changed  when  a  couple  of  years  ago 
Doyle  Dane  Bernbach  (then  owner 
of  Snark  Products)  began  offering  an 
11-foot  Snark  styrofoam  sailboat  in 
exchange  for  Kool  coupons  and  a 
little  cash.  But  probably  not  how 
much  they've  changed.  All  of  the 
power  boats  are  selling  well,  but  it's 
the  sport  of  sailing  that's  glamorous 
these  days.  Sailing  should  be  its  high- 
est ever  this  year  in  teiTns  of  people 
involved  and  dollars  spent,  says  lei- 
sure-time analyst  Lee  Isgur. 

It  can  take  four  years  to  get  a 
mooring  in  Marblehead.  Charlie 
Leighton  of  CML  Industries  says 
.some  of  his  Ericson  yachts  are  sold 
out  for  a  year.  Pearson  Yachts  (Grum- 
man Industries)  reports  a  50%  gain 
over  last  year.  Jim  Hunt,  president  of 
O'Day  (Bangor  Punta),  says  O'Day 
is  about  to  spend  $500,000  to  in- 
crease production  of  its  line  by  50%. 

Credit  the  one-design  Sailaway  for 
popularizing  sailing  on  the  scooter 
level.  As  little  as  S525  buys  a  durable, 
beachable,  portable,  nonsinkable  fiber- 
glass 12-foot  Minifish.  It  trades  right 
up  until  a  youngster  has  his  own  14- 
foot  Sun  fish  and  cons  his  parents  into 
buying   the   family   a   cruising  sailer. 

The  trick  in  one-designs  is  to  turn 
out  a  boat  so  popular  it  becomes  a 
"class";  the  possibility  of  competition 
immediately  hypos  sales.  Alcourt's 
done  it.  Nearly  130,000  Sunfish  are 
eligible  for  regional,  national,  even 
international  tournaments.  Montreal- 
based  Performance  Sailcraft  Interna- 
tional, maker  of  Laser,  has  managed 
it  by  licensing  manufacturers  around 
the  world.  And  now  that  Coleman 
Co.,  the  camping  gear  and  equip- 
ment maker,  has  bought  Coast  Cata- 


maran—producer of  Hobie  Cat— mem- 
bership, i.e.  competition,  in  the  Hobie 
Class  Association  should  rise. 

What  with  all  the  rush  to  go  down 
to  the  sea  in  ships,  the  genteel  art  of 
sail-making  is  undergoing  something 
of  a  revolution.  On  New  York's  Cit>' 
Island,  the  seventh  generation  of  the 
Ratsey  family  is  still  turning  out  hand- 
crafted sails.  Hood  Sails  still  weaves 
all  its  own  cloth.  But  a  Hong  Kong 
sail  manufacturer,  Niel  Pryde  Ltd.,  is 
out  to  capture  the  U.S.  market  by  ma- 
chine-cutting sails  a  hundred  at  a 
time.  President  of  the  U.S.  subsidiary, 
Vincent  Gurley,  says  Pryde  can  pro- 
duce sails  at  two-thirds  the  price  of 
competitors.  Pryde  figures  he  has 
grabbed  40%  of  the  U.S.  original- 
equipment  market— a  claim  hotly  dis- 
puted by  the  proud  custom  makers, 
who  number  some  800  and  recall 
the  bad  old  pre-World  War  II  days 
when  they  numbered  under  a  dozen. 

More  Than  Yachts 

But  the  democratization  of  the  wa- 
ter is  scarcely  confined  to  sailing  on 
it.  Take  waterskiing:  It's  expected  to 
grow  19%  this  year.  This  is  good  news 
for  the  giants— Florida  Cypress  Gar- 
dens and  Fuqua  Industries'  Western 
Wood  share  something  like  50%  of  a 
$60-million  market  between  them— 
and  it  isn't  all  that  bad  for  the  thou- 
sands of  small  custom  ski  makers  who 
build  entirely  by  hand.  Cypress  Gar- 
dens' sales  manager.  Bob  Bridwell, 
says  he  is  sold  out  through  1976,  even 
though  he's  turning  out  38%  more  skis. 
Add  $15  million  more  for  sundry  ac- 
cessories: color  coordinated  ski-suits 
with  matching  flotation  vests,  carrying 
cases,  T-shirts,  gloves,  towlines,  kites 
and  whatnot.  Retailer  Dick  Hanna 
figures  that  he  sells  $100  worth  of 
extras  for  every  $170  pair  of  skis.  And 
the  tow:  It  will  take  a  $1,500  motor 
from  Evinrude,  Johnson  or  Mercury. 


There's  skin  diving,  too:  sales  up 
about  20%,  to  more  than  $70  million 
this  year.  The  most  popular  item  is 
still  a  plain  old  snorkel,  a  plastic  varia- 
tion of  the  old  papyrus  reed.  But  if 
you  want  to  go  all  out,  as  an  in- 
creasing number  do,  a  tank,  regulator, 
weight  belts,  a  buoyancy  compensa- 
tor, depth  gauge,  wet  suit,  fins,  mask 
and  diver's  knife  can  run  you  from 
$250  to  $500.  Once  you've  got  the 
gear,  learned  to  dive,  gotten  certified 
and  so  on,  you  can  fly  to,  say,  Buck 
Island  Underwater  Park  off  St.  Croix 
—if  you've  got  the  airfare. 

Swimming  is  still  free,  you'll  be 
pleased  to  hear— if  you're  lucky  enough 
to  live  on  a  beach.  If  not,  perhaps 
you're  one  of  the  80,000  people  plan- 
ning to  sink  an  in-ground  swimming 
pool  in  your  backyard  this  year,  a 
number  not  far  short  of  record  1973's. 
Just  don't  forget:  The  modern  swim- 
ming pool  is  not  just  a  cement  hole 
in  the  ground.  Youll  need  a  filter  and 
probably  a  lighting  system  and  a 
heater.  You'll  need  chlorine  to  keep 
it  clean,  and  probably  a  floating  pool 
cleaner.  .  .  .  Well,  you  get  the  picture. 
Taken  all  together,  swimming  pools 
add  up  to  a  $2.5-billion  industry. 


24 


FORBES,  AUGUST  1,  1976 


Tennis  Everyone? 

Chaucer  extolled  it.  Henry  VI  popu- 
larized it.  Calvin  Coolidge's  son  died 
from  the  love  of  it.  (He  blistered  a 
big  toe  on  the  White  House  court  and 
died  from  blood  poisoning.)  Gerald 
Ford  adores  it.  Indeed,  Tennis  maga- 
zine even  speculated  that  Ford  sub- 
stituted Donald  Rumsfeld  and  George 
Bush  for  James  Schlesinger  and  Wil- 
liam Colby  because  Rummy  and 
George  were  his  tennis  partners. 

Tennis  is  like  that:  a  fancy  game 
for  fancy  people— or  for  people  who 
want  to  be  fancy;  it  has  replaced  ski- 
ing as  the  "in"  sport.  Nearly  half  of 
tennis-playing  households  earn  less 
than  $20,000;  nearly  30%  of  the  hus- 
bands have  never  been  to  college. 
The  great  wave  of  democracy  in  ten- 
nis began,  of  course,  by  moving  it 
from  the  country  club  to  the  public 
schools.  It  is  going  on  still:  Up  to 
6,000  school  and  municipal  courts 
will  be  completed  this  year. 

It  is  still  possible  to  tiy  to  prove  you 
are  an  aristocrat  on  the  court,  natu- 
rally. Something  like  $555  million,  up 
33%  from  1974's  $418  million  in  ten- 
nis-equipment sales,  went  into  the  at- 
tempt in  1975.  And  the  National 
Sporting  Goods  Association  predicts 
a  20%  increase  for  1976.  This  year, 
the  big  item  is  the  Prince  racquet. 
It  has  a  striking  surface  50%  larger 


than  the  conventional  racquet.  (There 
are  rules  about  the  size  of  eveiything 
else  on  the  court  except  the  racquet, 
a  happy  circumstance  for  Howard 
Head,  who  designed  the  Prince.  After 
selling  his  Head  Ski  Co.  to  AMF  for 
$16  million  a  couple  of  years  ago. 
Head  is  in  line  again  for  another 
sports  equipment  fortune. ) 

Money  can  buy  looks— snazzy  yel- 
low uniforms  from  Sears,  automatic 
service  machines,  racquet  protectors, 
ball  presses  and  all  the  rest.  And  mon- 
ey can  buy  skill,  or  at  least  compe- 
tence. Vacationers  pay  $675  a  week 
plus  airfare  to  go  to  John  Gardiner's 
grueling  eight-hour-a-day  tennis  ranch 
in  Scottsdale,  Ariz.  Travel  agents  re- 
port the  question  they  are  most 
often    asked    by    sports    vacationers 


is:  "What's  the  room-to-court  ratio?" 
Nor  does  it  end  with  tennis.  Plat- 
form tennis,  paddleball  and  racquet- 
ball  are  getting  big,  too.  Platfomi  ten- 
nis is  probably  the  fastest  growing  in 
the  Northeast.  Racquetball  looks  like 
the  leader  in  the  Midwest  and  South- 
ern California.  In  1969  there  were 
only  one  or  two  makers  of  the  stubby 
stringed  racquetball  racquet.  At  the 
National  Sporting  Goods  Show  this 
year  there  were  at  least  65. 

Elvis  Presley  builds  racquetball 
clubs  in  Tennessee.  St.  Louis  Cardinal 
football  coach  Don  Coiyell  opens  his 
courts  in  the  off-season  to  his  players. 
Racquet  sports  fit  today's  unisex 
mood.  The  great  thing  about  these 
three  new  games,  say  their  boosters, 
is  that  they  are  "equalizers"— men 
have  little  or  no  edge  over  women. 


Tenting  Tonigiit 

What's  a  camper?  Anybody  who 
carries  a  nylon  knapsack  or  draw- 
string bag  instead  of  a  suitcase,  ac- 
cording to  the  industiy.  But  don't  get 
the  idea  that  the  U.S.  has  turned 
back  into  a  nation  of  Leatherstock- 
ings  and  Deerslayers.  It's  just  that 
we're  buying  as  if  we  were. 

Campers  will  buy  nearly  $400  mil- 
lion worth  of  lanterns,  sleeping  bags, 
tents,  backpacks,  stoves  and  heaters. 
This  year  sleeping  bags  in  particular 
are  a  hotcake  item,  says  Abercrombie 
&  Fitch's  Patricia  Dougherty.  "It's  get- 
ting to  be  normal  for  people  to  come 
in  and  buy  six  at  a  time." 

Six?  What's  going  on  here?  Well, 
camping  has  changed  a  good  deal 
since  the  days  when  only  the  hardy 
man  in  his  plaid  shirt  ventured  into 
the  woods  with  his  dog  and  his  gun 
and  his  mosquito  repellant.  Now  fam- 
ilies are  into  it  more  than  ever  be- 
fore, though  not  exactly  bobbing 
down  Maine's  Allagash  River.  More 
likely  they  are  stopping  for  a  late 
night  visit  at  Freeport,  Me.'s  L.L. 
Bean  Co.  (which  stays  open  24  hours 
a  day)  before  heading  down  the  road 
to  pitch  their  family-sized  tent  and 
set  up  their  battery-operated  TV  set 


in  the  next  campsite  they  can  find. 
And  among  the  young,  it's  scarcely 
out  of  the  question  to  offer  a  dorm 
guest  a  sleeping  bag  instead  of  a  sofa. 
What  the  camping-goods  manufac- 
turer sells  is  the  idea  of  quality  and 
durability.  Coleman  Co.'s  sturdy  lan- 
terns, for  example,  are  leading  the 
sales  of  the  big  outdoor  goods  manu- 
facturer to  its  best  year  ever  (up  43% 
over  the  first  half  of  last  year)   and 


have  lighted  the  way  for  its  stock  to 
climb  from  last  year's  low  of  5/4  to 
a  recent  17/8. 

A  big  chunk  of  camping  sales  comes 
from  clothing,  of  course.  Retailers  like 
New  York's  big  Paragon  Sporting 
Goods  Co.  and  mail-order  houses  like 
Seattle's  Eddie  Bauer  (now  a  subdivi- 
sion of  General  Mills)  and  L.L.  Bean 
do  a  nifty  business  in  lumberjack 
shirts  and  hiking  boots.  A  particularly 
strong-selling  item  for  the  past  few 
years  has  been  the  big,  brightly  col- 
ored down  jacket,  now  as  common 
on  the  college  campus  as  it  is  in 
the  Chocolate  Mountains  of  Ai-i2ona. 
A  big  10%  of  ail  in g  Abercrombie 
&  Fitch's  sales  last  year,  worth  $2.5 
million,  were  in  waim  down  jackets. 

Probably  the  number  of  real  camp- 
ers—those who  disdain  the  highway 
for  the  footpath— is  growing  only 
slowly.  There  are  still  barely  100,000 
miles  of  trails  across  the  country— or 
less  than  in  England  and  Wales.  And 
the  surest  cure  for  equipment  mania 
is  probably  backpacking  itself:  The 
difference  between  a  35-pound  pack 
and  a  50-pound  load  in  a  20-mile  hike 
makes  a  lasting  impression.  But  for 
now,  the  boom  in  rustic  goods  is  in 
little  danger.  It  is  camp  gear,  not 
camping,  that  is  de  rigueur.  ■ 
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Live  V/ire 

Roy  Ri<:  J  irds 

got  hv  start  by  not  knowing 
sorn-  ihing  couldn't  be  done. 
Hi  has  always  been  like  that: 
naive  like  a  fox 

In  1945,  when  Roy  Richards  was  a 
young  engineer  fresh  out  of  the  Army, 
his  small  construction  firm  landed  a 
500-mile  pole-setting  contract  for  an 
electrical  transmission  line  in  north 
Georgia.  When  the  job  was  nearly 
finished,  the  big  aluminum  companies 
told  Richards  it  would  take  them  four 
years  to  deliver  the  cable  for  his  sys- 
tem. Richards'  customer  threatened  to 
withhold  payment.  So  Roy  Richards 
-with  $80,000  in  capital  and  the  aid 
of  an  old  Georgia  Tech  professor- 
decided  to  make  his  own  wire,  "It 
helps,"  he  explains,  "not  to  know 
something  can't  be  done." 

But  Richards  did  it.  Despite  some 
early  disadvantages  like  a  poor  loca- 
tion, little  capital  and  limited  access 
to  raw  materials,  Richards'  Southwire 
Co.,  headquartered  50  miles  west  of 
Atlanta  in  Carrollton,  Ga.,  has  since 
grown  into  an  industrial  heavyweight 
with  annual  sales  of  about  $400  mil- 
lion. In  the  process,  Richards,  now  64, 
has  emerged  as  one  of  the  wealthiest 
men  in  the  Southeast.  Including  a  host 
of  assets  held  outside  of  Southwire, 
Richards'  net  worth  probably  ap- 
proaches $200  million.  Richards  made 
his  fortune  the  hard  way— not  in  boom 
industries  like  drugs  and  computers, 
or  in  natural  resources  like  coal  and 
oil,  but  in  the  unglamorous  business 
of  making  and  selling  aluminum  and 
copper  rod  and  cable,  most  of  it  to 
builders,  utilities  and  other  wire  fiims. 

Today  Southwire  is  the  U.S.'  third- 
ranking  wire  producer  (after  Ameri- 
can Teleplione  &  Telegraph's  Western 
Electric  and  United  Technologies'  Es- 
sex Group  j  and  perhaps  the  nation's 
largest  privately  owned  manufactur- 
ing firm.  It  competes  in  the  $4.5-bil- 
lion  wire  market  with  giants  like  Ana- 
conda, Kaiser  and  Reynolds  Metals. 

"We  were  forced  to  concentrate  on 
the  only  advantages  we  had,"  says 
Richards,  "good  people  and  an  ap- 
preciation of  technology."  By  1953, 
in  fact,  Southwire  had  perfected  an 
Italian  process  for  casting  aluminum 
continuously  into  three-eighths-inch 
rods,  the  input  material  for  wire-fab- 
rication machines.  The  new  method 
saved  money,  and  Southwire  soon  en- 
tered a  joint  venture  with  Western 
Electric  to  adapt  it  to  copper.  Since 
that  time  Southwire  has  sold  38  of 


its  continuous  casting  systems  around 
the  world,  and  Richards  now  turns  a 
tidy  profit  from  royalties  and  sales  of 
spare  parts.  "Most  businessmen  view 
technology  as  a  necessary  evil,"  says  a 
jealous  competitor,  "but  Roy  uses  it 
as  an  entrepreneurial  tool."  That's  one 
reason  why  National  Steel  bought  20% 
interest  in  Southwire  (for  $25  mil- 
lion) when  it  began  looking  for  a 
foothold  in  aluminum  a  decade  ago. 

Other  independent  wire  makers- 
Essex  and  General  Cable,  for  example 
—are  basically  metal  fabricators.  But 
Richards  comes  close  to  being  a  one- 
man  conglomerate.  Southwire  has 
copper  and  aluminum  smelters.  Rich- 
ards operates  a  sawmill  to  make  ship- 
ping pallets  and  spools  from  his  own 
timber.  He  runs  a  private  120-truck 
fleet  and  keeps  44  warehouses  to  give 
customers  quick  service.  Now  he's 
pushing  vertical  integration  even  fur- 
ther, working  on  an  alumite  mining 
project  in  Utah  and  Colorado.  When 
the  energy  crisis  jeopardized  natural 
gas  supplies  at  his  $200-million  alu- 
minum plant  in  Kentucky  (jointly 
owned  with  National  Steel),  he  drilled 
gas  and  oil  wells  to  make  the  opera- 
tion self-sufficient. 

His  Own  Style 

A  down-to-earth  man  who  buys  his 
suits  off  the  rack  and  drives  a  1970 
Ford  to  the  office,  Richards  was  one 
of  the  South's  most  eligible  bachelors 
until  he  married  at  the  age  of  45. 
(In  1959  a  former  girl  friend  wrote 
Exodus :  20,  a  racy  novel  about  licr 
years  with  him.)  These  days  he  spoids 
his  .spare  hours  with  his  seven  chil- 
dren and  close  family  friends  at  an  es- 
tate that  adjoins  the  plant. 

Richards  runs  one  of  the  few  non- 
union wire  mills  in  the  country.  Tight 
plant   security   keeps   organizers   out, 


Richards'  trucks  typify  his 
efficiency:  He  backhauls 
on  80%  of  all  deliveries. 


and  Southwire  salesmen  re- 
mind customers  that  strikes 
will  never  disrupt  deliveries. 
"Next  to  J. P.  Stevens,  they're  the  most 
antilabor  bunch  in  the  South,"  says 
Atlanta  labor  attorney  Morgan  Stan- 
ford, who  has  won  four  court  decrees 
against  Richards'  firm.  Despite  that, 
in  a  recent  election,  union  supporters 
received  only  20%  of  the  vote.  South- 
wire  employees  like  the  fact  that  dur- 
ing last  year's  recession,  when  many 
competitors'  plants  were  shut  down, 
Richards  cut  prices  and  kept  produc- 
ing. "A  nonunion  system  gives  us  the 
flexibility  to  do  that,"  explains  Senior 
Vice  President  James  Griffin.  "We'll 
move  people  from  one  job  to  another, 
even  have  'em  painting  yellow  lines  on 
the  floor  before  we'll  lay  anyone  off." 
Today  Southwire  is  heavily  in- 
volved in  overseas  business,  which  ac- 
counts for  10%  of  revenues  and  holds 
the  promise  of  rapid  growth  when 
developing  nations  start  investing  in 
power  grids.  Richards  already  has  fa- 
cilities in  England  and  Venezuela.  His 
company  recently  signed  a  contract  to 
build  and  manage  a  $500-million  com- 
puterized aluminum  plant  in  Dubai- 
just  like  South  wire's  Kentucky  opera- 
tion. "We  like  to  trade  our  technology 
for  a  share  in  the  equity,"  he  ex- 
plains. Richards,  of  course,  is  a  mas- 
ter at  getting  things  done  using  some- 
one else's  capital:  Nearly  all  his  do- 
mestic plants  have  been  financed  by 
industrial  revenue  bonds,  one  reason 
Southwire  itself  has  only  $60  million 
in  long-term  debt. 

With  only  one  outside  stockholder 
(National  Steel)— and  a  minority  one 
at  that— Southwire  is  virtually  a  pri- 
vate company.  "It's  an  asset,"  says 
Richards.  "There  are  a  lot  of  ad- 
vantages to  keeping  a  low  profile,  and 
we  don't  waste  time  on  Securities  & 
Exchange  Commission  paperwork.  At 
first,  none  of  the  bankers  knew  who 
we  were.  Now  that's  no  problem."  ■ 
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Announcing 

Standard  &  Poor^ 
$37.50  Bonus 

tohivestors! 

NEW  1976  ANNUAL  REPORTS  EDITION 
STOCK  MARKET  ENCYCLOPEDIA 


A  Uniquely  Important  Publishing  Event  — The  Results 
of  Standard  &  Poor's  Multi-Million  Dollar  Research 
Over  The  Years  Into  the  Investment  Merits  of  1,020 
Common  Stocks  Published  in  ONE  Comprehensive, 
Easy-To-Use  1,024  Page  Reference  Volume! 

Responding  to  the  greater-thanever  need  of  investors 
for  the  meaningful  FACTS  and  FIGURES  upon  which 
sound  investment  decisions  can  be  based.  Standard  & 
Poor's  has  created  this  authoritative  ANNUAL  REPORTS 
EDITION  STOCK  MARKET  ENCYCLOPEDIA-containing, 
we  believe,  more  significant  information  on  a  greater 
number  of  stocks  than  has  ever  before  been  assembled 
between  the  covers  of  one  book. 

With  its  comprehensive  reports  on  1,020  widely-traded 
stocks  . . .  with  its  tens  ofthousands  of  important  invest- 
ment facts  that  answer  practically  any  question  you  may 
have  regarding  a  stock... with  its  over  1,000  individual 
stock  charts...  it  is  an  invaluable  addition  to  your  in- 
vestment library.  Most  important,  it  could  open  your  eyes 
to  new  profit  opportunities— putting  you  a  giant  stride 
forward— acting  on  sound  information  before  you  buy  or 
sell  a  stock. 

We  are  so  certain  of  the  dollar  and  cents  value  of  this 
unique  ENCYCLOPEDIA  to  you,  we  want  you  to  use  it 
and  profit  from  its  use  in  conjunction  with  a  10  weeks 
$24.50  trial  of  Standard  &  Poor's  famous  weekly  Invest- 
ment Service,  the  OUTLOOK— and  not  pay  us  one  addi- 
tional penny  for  this  $37.50  volume!  Furthermore,  if  at 
any  time  during  this  period  you  feel  you  are  not  getting 
many  times  your  money's  worth  from  the  weekly  OUT- 
LOOK, cancel  it  and  receive  a  prompt  refund  on  the 
unused  part  of  your  subscription.  The  $37.50  ANNUAL 
REPORTS  EDITION  STOCK  MARKET  ENCYCLOPEDIA  re- 
mains your  property  regardless!  But  because  we  have 
only  a  limited  number  of  STOCK  MARKET  ENCYCLOPE- 
DIAS available,  we  urge  you  in  your  own  interest  to  mail 
the  Coupon  below  at  once. 
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Ashland,  of  course,  is  the  nation's 

largest  independent  refiner  of  gasoline,  i 

But  we  didn't  get  to  be  a  $4  billion 

connpany  on  petroleum  alone.  We  got  ] 

there  because  management  saw  other  { 

constructive  opportunities  for  growth.  ' 

Like  chemicals,  road  paving  and  coal.  ' 

Opportunities  that  have  helped  us  ] 
increase  earnings  per  share  from  $1 .44 

in  1971  to  $4.42  in  1975.  i 

As  far  as  coal  is  concerned,  an  affiliated  ■ 

Ashland  company  has  become  the  : 
nation's  seventh  laigest  producer  in  only< 

six  years.  With  seven  mines  now  in  i 

operation,  our  1975  coal  production  rose  I 

15%  to  more  than  13  million  tons —  j 

almost  all  of  which  was  sold  to  public  ] 

utilities  for  the  generation  of  electrical  ; 

power.  ^ 

The  fact  is,  refining  and  marketing  i 

petroleum  products  will  always  be  i 

Ashland's  specialty.  But  directing  our  \ 

talents  where  the  money  is  will  always  \ 
be  Ashland's  business,  ^^^mi^^ 

Ashland^ 


Ashland  Oil,  Inc.,  Ashland,  Kentucky  j 
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If  a  magazine  is  number  one  in  circulation  and  ad  revenues— 

If  its  first  half  PIB  ad  revenues  are  up  17%  over  a  year  ago— 

If  its  first  half  ad  pages  have  increased  by  222  over  a  year  ago— 

If  its  circulation  averages  more  than  20  million  copies  weekly 
and  is  2  million  over  its  rate  base— 

And  if  it  keeps  thrusting  forward  with  more  and  more  growth 
all  the  time— 

That's  acceleration. 
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As  I  See  It 


The  Middle  Class 
Is  Cannibalizing 
The  Possessions 
Of  The  Rich 

Peter  McCoy,  a  bead  of  perspiration 
rolling  down  his  cheek,  banged  down 
the  gavel  with  a  smile  of  satisfaction.  It 
was  a  hot  June  afternoon.  McCoy,  the 
35-year-old  president  of  Sotheby 
Parke  Bernet  Los  Angeles,  the  West 
Coast  branch  of  the  well-known  auc- 
tion firm,  was  taking  his  turn  as  auc- 
tioneer in  the  five-day  house  sale  at  El 
Mirador,  the  sprawling  55-acre  estate 
of  the  late  Lolita  Armour  Higgason  in 
the  Montecito  Hills  overlooking  the 
Pacific  near  Santa  Barbara,  Calif.  He 
had  just  sold  a  batch  of  drinking  glass- 
es, estimated  at  $50  to  $100  in  the  auc- 
tion catalog,  for  $1,050  in  an  excited 
round  of  bidding  among  the  500-plus 
antique  dealers,  collectors  and  curios- 
ity-seekers seated  in  the  sun  outside 
the  estate's  main  house.  "Delightful, 
just  delightful,"  he  murmured. 

In  the  biggest  house  sale  ever  on  the 
West  Coast,  McCoy  and  his  Sotheby 
auctioneers  grossed  more  than  $1  mil- 
lion for  2,072  lots  including  everything 
from  Chinese  jade  and  Georgian  fur- 
niture to  horse-drawn  carriages  and  a 
1956  Lincoln  Continental — well  above 
his  presale  estimate  of  $750,000.  Such 
was  the  clamor  for  the  manifold  pos- 
sessions of  the  much-married  meat- 
packing heiress,  the  daughter  of  j.  Og- 
den  Armour  and  the  granddaughter  of 
Philip  Armour,  who  died  last  January 
at  the  age  of  79.  With  money  to  match 
her  considerable  whim,  Mrs.  Higga- 
son had  accumulated  them  at  El  Mira- 
dor, which  she  inherited  from  her 
father,  during  a  bygone  era  of  low 
prices  and  even  lower  taxes.  Her  sur- 
vivors, one  son  and  one  daughter, 
still  live  in  separate  houses  on  the 
estate.  They  were  selling  their  moth- 
er's accumulations  to  pay  taxes  and 
meet  El  MTrador's  huge  upkeep  costs. 
After  ded'ucting  Sotheby's  commis- 
sion, which  ran  more  than  $200,000, 
they  collected  something  like  $800,- 
000.  Later,  the  property  itself  will  be 
carved  up  and  sold,  at  a  potentially 
greater  gain. 

It  was  a  profitable  five  days  for  Peter 
McCoy  too.  A  onetime  theatrical 
agent  with  tfie  William  Morris  Agency, 
he,  like  Sotheby's  other  officers  and 
directors,  is  a  co-owner  of  the  firm. 
In  a  quiet  moment  after  the  final  lot 
was  auctioned  off,  we  asked  McCoy  to 
reflect  on  the  El  Mirador  sale. 


McCoy  of  Sotheby  Parke  Bernet 


McCoy:  It  is  well-recognized  that 
the  reason  for  the  El  Mirador  sale 
was  that  the  estate  had  become  too 
expensive  to  keep  up.  Do  you  know 
that  at  one  time  there  were  25  full- 
time  gardeners  at  El  Mirador?  To- 
day there  are  only  two,  who  tend  just 
the  portion  of  the  grounds  normally 
'seen.  Mrs.  Higgason  probably  figured 
that  she  didn't  have  too  many  more 
years  to  live  and  that  her  money 
would  hold  out  for  her  lifetime.  What 
was  she  going  to  do?  Change  her 
lifestyle  at  close  to  80?  But  her  heirs 
had  to  do  something.  They  couldn't 
afford  to  live  the  way  she  had.  None 
of  us  can  aflFord  to  live  quite  like  peo- 
ple did  in  our  parents'  and  our 
grandparents'  generations. 

I  gather  that  sales  of  large  old  es- 
tates like  El  Mirador  are  fairly  com- 
mon these  days. 

McCoy:  Well,  of  course,  there  are 
fewer  estates  of  that  size  around  any- 
more. But  sales  of  smaller  yet  still 
substantial  estates  are  indeed  becom- 
ing more  numerous. 

We  gather  that  there  are  plenty  of 
buyers  around. 

McCoy:   There  are  many  more  than 


there  were  in  Mrs.  Higgason's  time. 
Not  on  her  scale,  of  course.  But  there 
are  more  people  who  can  afford  to 
become  collectors.  Now,  since  few  of 
them  have  truly  spectacular  wealth, 
they  tend  to  specialize.  In  English 
furniture,  say,  or  in  Art  Nouveau 
pieces.  Mrs.  Higgason  didn't  special- 
ize, except  perhaps  in  Oriental  things. 
My   God,    there   was   a   lot   of   that. 

Why  are  there  so  many  people  col- 
lecting now? 

McCoy:  It's  hard  to  explain  why  peo- 
ple collect.  And  what  they  collect. 
We  hear  from  button  collectors  and 
horseshoe  collectors.  A  man  who  has 
a  collection  of  antique  telephone 
poles  called  me  from  Texas  not  long 
ago.  Of  course,  there  are  more  an- 
tiques around  these  days,  just  from 
the  passage  of  time.  You  must  re- 
member that  when  Mrs.  Dodge— 
whose  estate  our  firm  also  auctioned 
off— was  collecting  bronzes,  they 
weren't  antiques.  And  I  think  the 
media  have  done  a  lot  for  collecting. 
They  have  made  people  more  aware 
of  antiques  and  art  works  and  of 
their  value. 

Do    you    mean    their    value    as 
investments? 
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Gordon's*Gin. 

Largest  seller  in  England, America.the  World. 

PRODUCT  OF  U.S.A.  100%  NEUIRAL  SPIRIIS  OlSllLLfD  FROM  GRAIN.  iiO  PROOF.  GORDONS  ORI  GIN  CO.  110.. 


Atlanta  is  ripe 
for  your  next  meeting. 

The  Big  Peach  has  terrific 
convention  sites.  Let  Eastern 
help  yon  pick  one.  We've 
prepared  the  34-page 
"Atlanta  Meeting  and 
Convention  Guide,"  that's  full 
of  good  reasons  to  plan  your 
next  meeting  in  Atlanta. 
Reasons  like  the  more  than 
25,000  hotel/motel  rooms, 
and  lots  more. 

Eastern  knows  Atlanta. 
We're  Atlanta's  biggest 
airline.  And  our  convention 
specialists  can  give  you 
personal  assistance 
planning  your  meeting  in 
Atlanta.  Just  call  your  local 
Eastern  Sales  Office. 
To  get  your  copy  of  the 
guide  just  write  to:  Manager,  Convention  Sales,  Dept.  B,  Eastern 
Airlines,  Miami  International  Airport,  Miami,  Florida  33148. 

^  EASTERIM  THE  WINGS  OF  MAN 


As  I  See  It 


McCoy:  Yes.  But  people  also  buy 
furniture  from  us  for  their  homes  be- 
cause they  would  like  to  have  some- 
thing authentic,  even  if  it  should  cost 
a  bit  more.  Often  it  costs  them  less 
than  a  reproduction.  Take  that 
Georgian  butler's  tray  on  a  stand  over 
there.  Our  estimate  is  that  it  will  go 
for  $150  to  $200.  In  a  department 
store  you  couldn't  buy  a  reproduction 
of  it  for  less  than  $500. 

Many  people  investing  in  antiques 
figure  these  days  that  the  values  can 
only  go  up.  Is  that  always  true? 

McCoy:  No,  it  isn't,  though  that's 
often  the  case.  Tiffany  lamps  are  still 
on  the  way  up,  apparently.  We  sold 
one  recently  for  $20,000.  But  the 
prices  of  Impressionist  paintings,  for 
example,  were  down  a  bit  last  year. 
I  think  it  was  because  of  the  Japa- 
nese, who  were  heavy  buyers  of  Im- 
pressionist works  about  three  years 
ago.  They  got  carried  away  with  the 
prices  they  paid.  When  the  Japanese 
economy  went  soft,  a  lot  of  those 
pictures   came   back  on   the   market. 

Has  the  ragged  economy  in  the 
U.S.  hurt  antique  prices? 

McCoy  :  Prices  haven't  been  that  bad 
and  they  are  getting  better  now.  Our 
New  York  gallery  sold  a  Gauguin  last 
March  for  $1.4  milHon.  The  biggest 
problem  is  getting  things  to  sell.  Many 
people  don't  think  of  an  auction— or 
of  us.  People  think  that  if  you  aren't 
selling  Georgian  silver,  Sotheby  isn't 
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Through  the  gates  of  El  Mirador  es- 
tate, outside  Santa  Barbara,  Cahf., 
passed  many  an  unusual  collector's 
item— including  the  $25,000  sot 
of  Steuben  dinnerware  at  right. 
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interested.  Do  you  realize  that  at  So- 
theby  Parke  Bernet,  the  biggest,  most 
prestigious  auction  dealer  in  the 
world,  the  average  price  of  an  item 
is  only  $300?  Look  at  this  catalog  for 
our  sale  here  in  Los  Angeles  next 
week.  There  are  items  estimated  at 
only  $30  or  $40.  We're  not  just  for 
the  super-rich. 

But  don't  you  slice  off  a  pretty  big 
commission? 

McCoy:  Our  total  commission  on  El 
Mirador  ran  somewhere  around  20%, 
with  30%  the  top  on  a  lot  selling  for 
$1,000  or  less.  Now  there  are  people 
who  would  offer  to  auction  the  es- 
tate for  a  10%  or  12%  commission. 
But  they  wouldn't  authenticate  the 
items  the  way  we  did  or  catalog  them 
as  carefully.  When  we  went  into  El 
Mirador,  for  example,  we  found  a  set 
of  Steuben  dinnerware  worth  $25,000 
stashed  away  in  four  or  five  different 
locations.  Even  if  he  had  recognized 
its  value,  another  auctioneer  charging 
only  10%  couldn't  have  afforded  the 
time  and  manpower  to  assemble  it 
as  a  set.  We  spent  close  to  $100,000 
on  the  El  Mirador  sale.  A  house  sale 
doesn't  pay  if  the  items  to  be  sold 
are  worth  only  $150,000  or  $200,000. 
But  on  the  scale  of  El  Mirador  it  can 
pay  nicely.  And  there's  a  curious  psy- 
chology operative  at  a  house  sale. 
You  can  generally  fetch  better  prices. 
House  sales  attract  a  lot  of  newcom- 
ers, people  who  have  never  been  to 
an  auction  before,  and  they  tend  to 
pay  closer  to  retail  prices.   ■ 


Sheaffer 

makes  your  business  gift-giving 
easier :  We  give  you  the  widest 
selection  of  pens  and  desk  sets 
(for  better  choices),  distinctive 
touches  (special  engraving, 
gift  boxes,  emblems,  etc.],  excel- 
lent service  (to  save  you 
headaches]—  and  the  pen  is 
a  carefully  crafted  Sheaffer. 
More  reasons  why  more 
than  halfof  our  business 
is  repeat  business! 


% 


Put  the  craftsman's  pen  to  work  for  your  company 

SHEAFFER 


© 


We  can  help  in  many  ways,  just  send  in  the  coupon! 

Sheafier  Pen  Company 

Special  Products  Division,  Dept.FB-8 

Fort  Madison,  Iowa  52627 

You  can  help  me  with: 

Ad  Specialties  LJ         Premiums  D        Business  Gifts  LJ 

Name 


Company^ 
Address  _ 
City 


-Title. 


State. 


Zip. 


Phone. 


SHEAFFB^EHlEEia 

Sheaffer  Pen  Division  of  Textron  Inc. 
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Yesterday^  cut-and-dried  banking  methods  may  be  stuni 
your  company^  profitability  and  growth. 

Here's  how  First  Chicago,  a  $19  billion  money-center  banl« 
turning  brain  power  into  dollar  power  for  productive  companies.  |i 


The  equation  above  is  not 
make-believe.  It's  part  of  a  for- 
mula that  demonstrates  x  dollars 
expended  to  upgrade  an  ordinary 
cash  management  system  will 
produce  x-plus  dollars  at  the  end 
of  one  year.  It  could  add  thou- 
sands of  dollars  to  your  working 
capital  base. 

But  most  important,  it  illus- 
trates an  increasing  sophistica- 
tion of  banking  methods  that  can 
be  vital  to  the  profitability  of  your 
company  this  year.  It  illustrates 
that  productive  banking  takes 
brains  as  well  as  brawn. 


you  with  plenty  of  brawn.  It's  or- 
ganized brain  power  we  want  to 
talk  about  here.  We  call  it  the 
Think-Tank  approach  to  banking. 

The  bank  as  an  arm 
of  your  company. 

In  times  past,  when  the  econ- 
omy was  more  certain,  banking 
was  often  simpler  It  was  the  com- 
pany's business  to  make  profits. 
The  bank's  business  was  to  make 
loans.  From  time  to  time  company 
and  bank  representatives  would 
meet.  A  deal  would  be  struck,  and 
company  and  bank  would  go  their 


^The  Think-Tank  approach  is... inspired,  practical  thinking 
directed  to  the  heart  of  a  company's  financial  needs/' 


As  a  $19  billion  money-center    I  own  way.  This  was  cut-and-dried 
bank,  First  Chicago  can  provide        I  banking.  It  just  won't  do  today. 


\ 


To  cop)e  with  today's  unce 
tainties,  you  should  expect  m 
from  your  bank  than  competf 
in  figuring  compound  intert  ^ 

For  example,  you  should  , 
pect  financial  exj)ertise  geartf^ 
pecially  to  you,  by  a  special  is 
knows  your  company,  your  liif' 
business,  your  industry.  And 
should  expect  to  be  apprised 
the  status  of  other  industries 
important  to  your  business. 

At  First  Chicago  there  a  j 
people  who  know  your  indus*'*' 
like  a  book.  That's  because  7 
years  ago  we  decided  to  org;  i 
our  loan  departments  on  th( 
of  the  businesses  and  indust 
we  loaned  to,  rather  than  th 
graphical  locations  we  loant 
We  organized  to  serve  the  no 
our  customers,  not  the  convv 
of  the  bank. 

First  Chicago  loan  spec 


e  eager  to  share  with  you  their 
lowledge  of  what's  happening  in 
Dur  industry.  And  this  expertise 
•fully  available  to  companies 
rved  by  our  nine  regional  offices 
TOSS  the  United  States. 

You  need  a  bank  and 
then  some. 

You  need  more  than  just  the 
cts  about  your  business  or  in- 
istry  to  make  intelligent  finan- 
al  decisions  for  your  company. 
Du  need  practical,  viable  alter- 
itives,  too.  You  need  a  bank  and 
ten  some. 

First  Chicago  is  more  than 
st  a  bank.  It's  a  treasure-house 
ways  and  means  to  earn  and 
ve  money  foryour  company.  For 
:ample,  in  addition  to  14  tradi- 
)nal  loan  divisions,  First  Chica- 
makes  available  to  you  the 
pabilities  of: 

Corporate  Finance  Division 
— Institutional  money  market 
experts  who  act  in  an  advisory 
capacity  to  help  you  get  10-  to 
25-year  money  without  going 
public. 

Corporate  Services  Division 


—Develops  systems  to  collect, 
concentrate,  disburse,  and 
control  your  working  capital 
and  cash  in  transit. 


Financial  specialists  from  five  different  First  Chicago 
Divisions  convene  to  devise  practical  methods  for 
achieving  a  company's  financial  goals. 

•  International  Banking  De- 
partment—A gateway  to 
world  markets,  representing 
you  with  81  installations  in  41 
countries  around  the  world. 

You'll  find  these  and  other 
resources  under  one  roof  at  First 
Chicago,  ready  and  able  to  maxi- 
mize your  company's  financial 
health  and  earnings. 

The  Think-Tank  at  work. 

Suppose  a  company  has  come 
to  us  with  a  statement  of  its  goals 
and  financial  needs.  They  tell  us 
what  they  want  to  achieve.  It's 
now  up  to  us  to  tell  them  the  way 
they  can  achieve  it  financially. 

Our  people  get  together.  Per- 
haps a  specialist  on  steel  produc- 
tion will  meet  with  an  expert  from 
the  Commercial  Finance  Division 
and  another  from  International. 
They  close  the  door,  sit  down,  and 
start  attacking  the  problem. 

The  Think-Tank  approach  is 
not  blue-sky  thinking.  It  is  in- 
spired, practical  thinking  directed 


to  the  heart  of  a  company's  finan- 
cial needs.  And  it  has  produced 
remarkably  productive  results. 

For  example: 

For  a  synthetic  rubber  produc- 
er who  wanted  to  convert  from 
natural  gas  to  oil,  we  provided  a 
$6  million  loan  in  one  day  be- 
cause we  knew  the  situation  in 
both  the  chemical  and  petroleum 
industries,  and  had  established 
a  two-way  banking  relationship 
with  the  customer. 

For  a  construction  equipment 
company  that  wanted  to  expand, 
we  bought  up  $803,000  of  con- 
tracts receivables  as  a  starter,  and 
later  increased  the  company's  re- 
volving credit  commitment  from 
$6  million  to  $21  million. 

The  Think-Tank  approach  to 
banking  can  make  important  con- 
tributions to  your  company's  pro- 
ductivity, profitability  and  growth. 
The  esoteric  equation  shown 
helped  find  more  than  $2,000,000 
in  annual  working  capital  for  a 
chain  of  discount  stores. 

Start  a  Think-Tank  working 
for  you.  Call  Thomas  Benton  (312) 
732-6405,  Office  of  the  President. 
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All  Of  Us,We  Happy  Few 

Franklin  Mint  cashes  in  on  a  basic  human  propensity: 
the  desSf  e  to  have  something  most  other  people  don't. 

WotTLP  lOV  lay  out  the  beer-bottle- 
cap  c:'l  lection  of  your  youth  on  your 
wift'  best  sideboard?  Would  she  let 
you;-"  If  not,  how  about  a  set  of  minia- 
ture pewter  statues  at  $60  a  throw? 
About  13  of  them,  $780  worth,  should 
fill  the  space  nicely. 

Would  you  frame  your  set  of  1953 
baseball  cards  (missing  only  Mickey 
Mantle)  and  decorate  your  den  with 
them?  Perhaps  these  days  you  would 
prefer  a  beautifully  bound,  49-volume 
edition  of  the  Pulitzer  Prize  novels  for 
only  $35  each.  Good  leather  books 
are  so  much  more  the  grown-up  you 
than  bits  of  colored  cardboard.  More 
expensive,  of  course,  but  you  can  af- 
ford it  now. 

That  seems  to  be  how  it  works.  Kid 
stuff  is  big  business  at  Franklin  Mint. 
Some  40,000  subscribers  signed  up 
for  Franklin's  first-day  covers  issued 
by  Postmasters  of  America.  The  jingle: 
$16  million.  Those  Pulitzer  Prize  nov- 
els generated  subscriptions  of  $25  mil- 
lion. Now  that  you  have  grown  up, 
you  can  get  your  stamps  from  Frank- 
lin Mint  instead  of  from  matchbook 
offers.  Original  art,  too.  And  of  course 
there  are  coins,  the  gimmick  that 
started  the  whole  business— in  sets  and 
series,  mementoes  for  every  occasion. 
All  told,  Franklin  Mint  spewed  forth 
150  programs  last  year:  something  for 
everyone,  from  Bibles  to  medals  to 
prints  to  plates.  Total  sales,  $234 
miUion,   profits,   $119   million. 

Foolish,  frivolous— however  you 
judge  it— you  must  admit  that  the  im- 
pulse to  collect  something,  anything, 
is  nearly  universal  in  America.  Most 
children  start  collecting  matchbooks, 
baseball  cards,  stamps,  butterflies  be- 
fore refining  their  tastes  to  ridiculous 
extremes.  Farmers  collect  1913  John 
Deere  grain-binders  with  low  serial 
numbers;  intellectuals  collect  rare 
editions  of  James  Joyce.  What  Frank- 
lin Mint  has  managed  is  to  manufac- 
ture collectibles  for  middle-class  tastes 
and  pocketbooks— and  it  turns  out  to 
be  almost  incredibly  profitable. 

How's  this  for  numbers?  Over  the 
last  five  years,  Franklin  Mint  has  been 
earning  an  average  of  close  to  30%  on 
stockholders'  equity.  On  the  present 
stock  its  earnings  per  share  were  3 
cents  a  share  in  1967.  They  were 
$2.28  last  year.  They  should  exceed 
$2.75  a  share  this  year. 

Billing  itself  as  the  world's  largest 
private  mint,  Franklin  is  actually  a 
giant  promotion  machine,  the  brain- 
child   of    a    former    marketing    man 


What  does  Franklin  Mint's  chairman 
collect?  Antique  American  and  Chip- 
pendale furniture  for  the  past  20 
years,  says  Charles  Andes,  and  he 
nov^'  has  several  hundred  thousand 
dollars  worth.  But  he's  quick  to 
add  that  he  also  accumulates 
Franklin  Mint  programs — at  the 
rate  of  one  a  month. 


named  Joseph  Segal,  a  multimillion- 
aire, now  retired. 

As  current  Chairman  Charles  L. 
Andes  explains  it,  Franklin  Mint  takes 
pains  to  assure  that  its  products  re- 
tain their  aura  of  rarity.  It's  an  aura, 
mind  you,  because  the  products  are 
by  no  means  rare.  It  oflFers  its  prod- 
ucts on  a  short-acquisition  deadline- 
buy  now,  because  there  won't  be  a 
second  chance— and  it  does  so  on  a 
"limited  edition"  basis. 

Franklin  Mint  has  it  all  down  to  a 
science.  "With  limited  editions," 
Andes  says,  "you  only  issue  enough 
to  meet  the  demand- 1,000  or  10,000 
or  whatever.  There  is  no  market  over- 
hang. There  are  no  unsold  inven- 
tories with  us.  Moreover,  we  never 
allow  one  person  to  buy  more  than 
one  or  two  sets,  so  we  can't  have  a 
person  buying  1,000  and  then  dump- 
ing. He  can't  control  the  market.  We 
control  things  by  taking  away  the 
market  play." 

The  rarity  of  the  company's  limited 
editions,  however,  is  mainly  in  the 
mind  of  the  issuer.  There  have  been 
hundreds  of  coin  programs,  many  of 
them  in  quantities  of  10,000  and 
more,  and  some  in  quantities  rang- 
ing from  50,000  to  100,000.  At  tlie 
rate  it's  going,  Franklin  Mint  will 
soon  have  issued  an  estimated  72 
million  coins  in  just  ten  years— and  at 
handsome  markups:  The  typical  FM 
silver  coin  sells  at  three  to  four  times 
the  value  of  its  silver  content. 

In  essence,  FM  is  a  mail-order  op- 
eration, and  its  basic  tools  are  its 
subscriber  list  and  its  advertising  and 
promotional  talents.  "A  key  reason 
for  our  success,"  says  Andes,  a  foraier 
direct-mail  advertising  executive  who 
took  over  as  chief  executive  three 
years  ago  when  Segal  retired,  "has 
been  our  ability  to  build  a  collector 
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Franklin  Mint  found  there  is  a 
virtually  unlimited  market  for 
limited-edition  collectibles. 


list.  Those  1.4  million  collectors  are 
now  our  customers.  They've  bought 
from  us.  The  existence  of  those  cus- 
tomers is  our  insurance  policy."  In- 
surance indeed:  The  average  listee 
bought    a    healthy    $200    worth    of 


Franklin  Mint  products  last  year.  In 
the  year  ended  last  March,  the  com- 
pany added  250,000  additional  col- 
lectors to  the  1.1  million  it  already 
had.  It  spent  $36  million  on  advertis- 
ing promotion  to  bring  them  into  the 
fold  and  to  keep  the  others  digging 
into  their  bank  accounts. 

But  Franklin  Mint  won't  easily  be 
able  to  find  250,000  new  customers 
every  year.  To  keep  up  the  pace, 
therefore,  the  company  is  also  work- 
ing hard  to  mine  its  existing  lists 
more  intensively.  One  way  is  to  keep 
broadening  the  range  of  objects  col- 
lectors are  willing  to  collect— moving 
beyond  coins.  How  successful  has 
FM  been  at  introducing  new  items? 
Well,  the  first  noncoin  offering,  books, 
was  brought  in  two  years  ago  and 
stamps  only  six  months  ago.  Collect- 
ibles other  than  coins  already  account 
for  roughly  30%  of  revenue. 

"These  programs  aren't  like  the 
movies,  sometimes  a  hit,  sometimes  a 
bomb,"  he  says.  "You  have  a  fairly 
good  idea,  based  on  previous  pro- 
grams, what  collectors  like.  There 
are  basic  collecting  themes  like  pa- 
triotism,  religion,  history  and  nature 


that  can  be  done  in  an  almost  infinite 
number  of  ways." 

Franklin  Mint  is  expanding  abroad, 
too,  buying  several  mints  in  England 
and  France  and  increasing  its  foreign 
sales  from  $3  million  to  $75  million 
in  five  years.  Thanks  to  inflation  and 
currency  fluctuations,  FM  hopes  for- 
eigners will  be  at  least  as  susceptible 
to  its  blandishments  as  Americans 
are.  To  date,  foreign  operations  have 
not  been  especially  profitable,  which 
Andes  ascribes  to  growing  pains. 

Andes  admits  the  easy  collecto- 
manes  have  been  reached,  and  some 
of  the  old  ones  will  drop  away,  so 
promotion  and  advertising  costs  will 
probably  rise  from  10%  of  sales  to  12% 
or  13%  over  the  next  five  years.  On 
the  other  hand,  "Because  we  are  mov- 
ing away  from  our  heavy  dependence 
on  coin  sales  into  things  like  stamps, 
pewter  and  prints,  our  materials  costs 
as  a  percentage  of  sales  will  come 
down.  So  that  will  be  an  offset." 

Can  Franklin  Mint  keep  growing  at 
the  rate  it  has  been?  Almost  certain- 
ly not.  But  its  future  seems  secure. 
To  paraphrase  Barnum,  there's  a  col- 
lector born  every  minute.   ■ 


An  Investment,  They're  Not 


Rare  coins  acquire  their  value  be- 
cause they  are  rare;  there  simply 
aren't  enough  to  go  around.  But 
Franklin  Mint's  coins  are  hardly  rare; 
the  company  produces  as  many  as  it 
thinks  it  can  sell.  In  a  sense,  the  mar- 
ket is  automatically  saturated. 

Franklin  Mint  is  careful,  therefore, 
to  play  down  the  investment  and 
speculative  aspects  of  collecting  its 
artifacts.  Chairman  Charles  Andes 
says  firmly:  "Our  collectors  buy  our 
coins  to  display  them  or  to  give  to 
their  children.  They're  not  looking  for 
speculative  appreciation.  Fewer  than 
10%  might  be  thinking  in  terms  of 
silver  or  gold  appreciating.  We  don't 
encourage  this  sort  of  thing." 

However,  Franklin  Mint's  president, 
Brian  Henderson,  points  to  a  price 
list  put  out  by  a  large  New  York 
dealer  in  numismatics  and  other  col- 
lectibles, ^Krause    Publications:    "Ac- 


cording to  their  independent  and  ob- 
jective listings,  something  like  60%  of 
all  our  items  in  that  book  are  at  or 
above  their  issue  price."  Andes  goes 
a  little  more  slowly:  "I  would  rather 
be  conservative  and  state  that  only 
one-third  increases,  one-third  is 
around  offering  price  and  one-third  is 
below  the  issue  price." 

The  fact  is  that  some  dealers  won't 
'even  handle  Franklin  Mint  items. 
Says  New  York  dealer  Norman  Stack: 
"All  the  customers  for  each  issue  have 
been  taken  care  of  by  Franklin.  Since 
we  have  virtually  no  chance  for  re- 
sale, we  don't  buy  them.  All  the  other 
mints  are  under  the  same  cloud." 

Even  dealers  who  do  handle  Frank- 
lin Mint  products  report  their  resale 
selling  price  is  mostly  below  issue 
price.  "If  you  like  it  as  art,"  says  Larry 
Thompson,  owner  of  Lufkins  Auction, 
a  large  California  coin  dealer,  "then 


you  put  it  on  the  shelf  and  enjoy  it. 
But  as  an  investment,  it's  been  lousy. 
We've  bought  a  lot  of  Franklin  Mint, 
and  I'd  say  probably  80%  to  85%  of 
the  people  who  sell  to  us  lose  money." 
In  fact,  one  dealer  suggests,  the  best 
place  to  buy  the  product  is  in  the 
resale  market.  "Your  chances  of  ac- 
quiring the  set  at  a  nice  discount 
are  good.  Why  pay  high-markup, 
new-issue  prices?" 

A  far  better  investment  than  Frank- 
lin Mint  coins  has  been  its  stock.  It 
has  been  eagerly  sought  after  by  in- 
vestors who  looked  at  those  markups 
and  realized  the  concept  was  lined 
with  gold.  An  investment  of  $1,000  in 
the  stock  in  1967  could  be  worth 
$68,000  today.  You  could  buy  real 
rare  coins  with  that  kind  of  profit. 
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Where  There's  Life 


Once  MAI  dreamed  great  dreams. 
Now  it's  Happy  just  to  be  surviving. 


"A  YEAH  OR  SO  AGO,"  says  Raymond 
Kursl  ^n,  51,  president  of  New  York's 
Management  Assistance  Inc.,  "Forbes 
illustrated  the  plight  of  the  financial 
executive  with  a  picture  of  a  man 
walking  a  tightrope.  Well,  that  was 
me.  Only  I  also  wore  a  blindfold,  and 
my  hands  were  tied  behind  my  back." 

MAI  was  one  of  the  "concept" 
companies  of  the  early  Sixties  that 
nearly  went  over  the  brink  a  few 
years  later.  MAI  built  its  business 
on  persuading  firms  that  leased  In- 
ternational Business  Machines  punch- 
card  and  other  data  processing  equip- 
ment to  buy  in  the  equipment  at  a 
depreciated  price,  resell  it  to  MAI 
and  then  lease  it  back  at  a  rental 
10%  to  20%  below  what  IBM  was 
charging.  In  six  years,  MAI  acquired 
$200  million  worth  of  equipment, 
and  its  stock  soared  from  under  $2  a 
share  in  the  early  Sixties  to  more  than 
$45  in  1966.  Then  IBM  introduced 
the  System  360,  and  that  meant 
MAI  was  stuck  owning  all  that 
older  first-generation  office  equip- 
ment. Exit,  concept.  Within  a  few 
years,  you'd  be  lucky  to  sell  MAI 
common   for  over   a   dollar  a   share. 

Under  the  terms  of  their  leases,  al- 
most all  of  MAI's  customers  could 
return  the  equipment  on  30  days' 
notice,  and  many  did.  "By  1970," 
says  Kurshan,  "our  inventory  of  old 
punch-card  equipment  was  coming 
back  so  fast  we  had  to  take  a  $35- 
million  write-off.  So  there  we  were  in 
1970,  with  $60-minion  revenues,  $140 
million  in  debt,  and  a  negative  net 
worth  of  $28  million.  This  put  us  in  a 
state  of  technical  bankruptcy." 

An  accountant  by  training,  Kurshan 
at  the  time  was  MAI's  chief  financial 
officer,  but  he  took  over  as  president 
in  1971  after  MAI's  cofounder,  Wal- 
ter Oreamuno,  and  a  former  IBM  ex- 
ecutive, Luther  A.  Schwalm,  had 
failed  to  salvage  the  company.  "Our 
creditors  thought  it  was  hopeless," 
Kurshan  recalls,  "so  they  didn't  force 
us  into  bankruptcy  court." 

Kurshan  got  the  banks  to  resched- 
ule the  maturities  on  some  $45  mil- 
lion in  bank  and  noteholder  debt  and 
the  debenture  holders  to  convert 
some  $45  million  worth  of  debentures 
into  preferred  and  common  stock. 
Even  so,  MAI's  old  business  was 
withering.  Kurshan  had  to  find  new 
sources  of  revenue  quickly  or  throw 
in  the  towel.  He  converted  the  com- 
pany into  a  holding  company  with 
several  domestic  subsidiaries.  One  of 


them  (Genesis  One)  would,  among 
other  functions,  sell  off  and  rent  the 
old  data  processing  equipment;  an- 
other (Sorbus)  would  service  other 
makers'  computer  equipment;  and  a 
third  (Basic/Four  Corp.)  would  make 
MAI  one  of  the  fiist  independents  in 
small  business  computer  systems. 
Building  on  MAI's  1,200-man  main- 


cents  on  each  dollar  they  put  in  can 
now  hope— eventually— for  $1.30. 

Much  depends,  however,  on  small 
computers.  MAI  got  a  jump  on  just 
about  everybody  in  the  small-com- 
puter systems  market,  but  that  ad- 
vantage has  now  been  dissipated.  The 
question  is  whether  MAI  can  con- 
tinue to  compete  profitably  against 
giants  Jike  IBM  and  Burroughs  and 
ijiinicomputer  outfits  like  Digital 
Equipment  and  Hewlett-Packard,  all 
of  which  have  large  research  and 
development  budgets  and  lots  more 
capital. 

"I  think  we  can,"  insists  Kurshan. 


He  was  the  man  on 

the  tightrope  in 

office  equipment, 

says  MAI  boss  Ray 

Kurshan.  But  today 

he  seems  to  be 

making  it  safely 

to  the  other  side. 


tenance  organization,  Sorbus  proved 
successful  and  eventually  profitable, 
while  Basic/Four  boomed.  From 
nothing  in  1971,  its  revenues  climbed 
to  $43  million  last  year,  to  a  probable 
$60  million  this  year,  and  stand  to 
provide  some  two-thirds  of  the  $9 
million  Kurshan  expects  MAI  to  earn 
on  $120  million  in  revenues  this  year. 
Even  then,  MAI  almost  didn't  make 
it.  In  1974  another  bundle  of  debt 
and  sinking-fund  payments  came  due, 
and  Kurshan  had  to  propose  another 
recapitalization  program— the  effect  of 
which  was  to  convert  much  of  MAI's 
preferred  obligations  into  common 
stock.  MAI's  equity  now  .slightly  ex- 
ceeds its  $18  million  in  long-term 
debt.  The  old  common  stockholders 
were  almost  wiped  out,  but  creditors 
who  once  expected  perhaps  20  to  30 


"The  market  is  so  huge  and  growing 
so  fast-by  25%  to  40%  annually-that 
even  a  veiy  small  percentage  of  it  can 
be  quite  profitable."  MAI  has  an  addi- 
tional advantage.  It  has  a  sizable  for- 
eign sales  and  distribution  force, 
which  makes  it  an  important  factor 
outside  the  U.S.  Overseas,  the  market 
could  be  even  bigger  because  there 
are  many  more  small  businesses  using 
simple  computer  systems. 

Meanwhile,  MAI  has  got  an  unex- 
pected bonus.  The  General  Services 
Administration  has  "just  awarded  us 
a  punch-card  accounting  machine 
contract  with  a  potential  value  of 
$3.6  million  a  year  for  up  to  three 
years— one  of  the  biggest  contracts  we 
ever  got  for  punch-card  machines.  I 
guess  there  is  still  .something  left  in 
these  old  workhorses."  ■ 
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America  has  10  airlines  that  can  take  you  all  around  the  country. 
Put  only  one  that  can  take  you  all  around  the  world. 


■^ 


Americas  atrline  to  the  world- 
See  your  travel  agent. 


MsmiiiSui^ 


Wfeknow 

you  never  lose  your 

taste  for  quality. 


At  the  Jos.  Schlitz  Brewing 
Company  we've  been  im- 
proving the  skills  of  brewing 
for  over  a  century. 

We're  very  proud  of  our 
achievements.  And  we  feel  it's 
important  for  you  to  know  that 
our  care  in  brewing  is  the 
guarantee  of  perfection  in  every 
one  of  our  brews. 

Today  more  than  250 
quality  assurance  checks  must  be  made 
before  our  beer  is  considered  right  for  your 
enjoyment. 

Nature's  purest  water  isn't 
pure  enough  for  us. 

No  matter  what  you  hear  about  "naturally 
pure"  waters,  the  fact  is  that  virtually  all 
brewers  filter  and  further  purify  their 
brewing  water. 

But  at  Schlitz  we  don't  stop  there. 

You  see,  we  know  that  water  character 
affects  beer  taste.  Water  for  lager  brewing 
must  be  free  of  impurities.  Its  composition 
must  be  precisely  controlled. 

So  at  each  of  our  breweries,  we 
take  the  best  available  water  and 
put  it  through  what  we  believe  is 
the  most  sophisticated  water 
purifying  process  of  any  brewer 
in  the  world. 

Our  water  is  tested  daily  at 
each  brewery,  and  samples  are  sent 
to  Milwaukee  for  further  taste  checks 
by  the  brewmaster's  taste- test  panel. 

When  we  get  through  with  it,  our  water 
is  purer  than  the  purest  springwater. 


The  secret  of  superior  flavor: 
A  special  blend  of  barleys. 

Most  brewers  use  six-row  barley  in  the  brew- 
ing process.  Schlitz  believes  that  superior 

beer  flavor  results  when  you  combine 
the  more  costly  Firlbeck  III  and 
Klages  barleys  with  the  standard 
six-row  varieties.  Just  the  right 
amount  of  each. 

We're  very  picky  about 

Uthe  quality  of  our  barley.  From 
the  time  our  master  brewers  go 
into  the  barley  fields  until  the 
time  for  brewing,  the  barley  is 
rep)eatedly  tested  for  quality 
factors  such  as  moisture,  texture,  and 
uniformity.  We  accept  only  bright, 
clean,  sound  barley. 

Our  hops  stay  harvest  fresh. 

At  Schlitz,  we  don't  stop  at  selecting  the 
finest  hops.  Every  brewer  uses  hops  all  year 
around.  But  we  know  you've  got  to  keep 
them  so  fresh  and  green  that 
one  sniff  lets  you  imagine 
them  growing  in  the  fields. 

That's  why  our  hops  are 
compressed,  vacuum-packed 
and  kept  refrigerated.  Right 
up  to  the  time  they're  added 
to  the  brew. 

The  Jos.  Schlitz  Brewing 
Company  wants  the  whole,  original  good- 
ness of  the  hops  every  day  of  the  year.  So 
you  can  enjoy  their  flavor  in  every  ounce  of 
beer  we  brew. 


Only  the  finest  grains 
lighten  the  brew. 

Because  Americans  like  a  light 

beer,  American  brewers  use 
rice  or  corn  to  lighten  the 
flavor  of  their  brews. 
But  at  Schlitz,  we  know 
how  to  use  either  grain,  inter- 
changeably. 

That  means  we're  never  at 
the  mercy  of  an  unfavorable 
crop.  And  neither  is  the  flavor  of 
our  brew.  That's  something  you  can  count  on. 

Accurate  Balanced  Fermentation 
guarantees  consistent  quality. 
It's  ours  alone. 

Beer  is  produced  by  yeast  fer- 
mentation. For  centuries  brew- 
masters  have  simply  added 
yeast  to  the  vat,  and  assumed 
it  would  distribute  itself  even- 
ly. It  doesn't. 

In  fact,  this  fermentation- 
by-gravity  method  sometimes  results  in  "off" 
tastes.  It  just  isn't  totally  reliable. 

So  after  years  of  studying  the  problem, 
our  brewmasters  developed  a  way  to  keep 
the  yeast  distributed  evenly.  The  brew  is  now 
gently  agitated,  allowing  the  yeast  to  work 
evenly  throughout. 

We're  the  only  brewer  in  America  with 
Accurate  Balanced  Fermentation.  And  it 
gives  our  brews  a  consistent  quality  just  not 
found  in  other  beers. 

Schlitz  brews  are 
Chill'Lageredfor  clarity. 

After  fermentation,  we  age  our  brews  in  our 
ChiU-Lagering  cellars.  This  process 
creates  the  brilliancy  and 
sparkle  in  all  Schlitz  beers. 
The  key  is  in  cooling 
the  brew  to  29.5  degrees 
Fahrenheit  and  main 
taining  cold  temperatures 
throughout, 


because  even  slight  variances  can  affect  the 
clarity  and  sparkle  of  our  beers. 

The  Mini-Brewery  points  the 
way  to  better  quality. 

Schlitz  has  constructed  and  main-, 
tains  a  "mini-brewery"  which 
duplicates  the  processes  of  our 
larger  breweries.  And  that  lets 
us  pre-test  the  ingredients  that 
go  into  Schlitz  brews. 

For  instance,  we  brew  a 
"test  batch"  before  we  accept  any  new  variety 
of  barley.  If  that  test  batch  isn't  perfect,  we 
won't  use  the  ingredients. 

The  final  test  for 

perfect  flavor:  our  professional 

taste^ test  panel. 

Perhaps  our  most  important 
quality  control  step  consists 
of  a  group  of  very  sophisti- 
cated palates. 

The  Jos.  Schlitz 
Brewing  Company  em- 
ploys 54  taste  testers. 
To  qualify  for  the 
job,  each  must  pass 
a  difficult  taste  test.  Then  re-qualify  each 
year.  None  of  these  testers,  including  our 
vice-president  for  brewing,  may  skip  the  test. 

This  panel  of  experts  is  a  vital  link  to 
our  beer  drinkers  everywhere.  Their  evalua- 
tions of  our  beer,  and  comparisons  with  our 
competitors,  are  our  most  important  check 
on  quality.  Because  whatever  pains  we  take, 
however  much  we  care,  its  the  flavor  of  our 
brews  alone  that  carries  our  strongest  claim 
of  quality. 

That's  why  we've  never  stopped  trying 
to  improve  our  beers.  We  want  to 
continue  brewing  up  to  our  name. 
Brewing  beer  with  a  flavor  we  can 
take  a  pride  in.  A  taste  you  can 
savor.  Because  we  know  you 
-.    never  lose  your  taste  for  quality. 


JOS.  SCHLITZ  BREWING  CO. 

A  world  of  care  in  brewing* 

Brewers  of  Schlitz,  Schlitz  Light  Beer, 
Old  Milwaukee,  Primo  and  Schlitz  Malt  Liquor. 
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What  do  new  jobs 
for  American^  mean 


1 


Exampic'  consider  a  married  man 
with  o-e  child,  living  in  Pennsi^luania, 
who  earned  $200  a  week  before  he 
lost  his  job. 

laking  that  man  off  unemployment 
and  putting  him  on  our  payroll  —  even 
at  the  lowest-pay  entry  job —would 
result  in  a  switch  of  about  $7,900  a 
year,  from  an  economic  "minus  ' 
to  an  economic  "plus!" 
He'd  earn  about  $1 1.000  a  year.  And 
instead  of  the  state  and  federal 
governments  (all  of  us  taxpayers!) 
paying  him  more  than  $5,900  in 
unemployment  compensation,  he'd 
be  paying  the  government  more  than 
$1,970.  About  $1,000  in  Federal 
income  tax,  and  more  than  $970  in 
other  payroll  taxes,  including  social 
security  and  state  and  local  'ncome 
taxes. 

Whether  you  look  at  it  in  social  and 
humanitarian  terms,  or  as  a 
matter  of  cold 
economic  reality, 
it  comes  out  the 
same.  The  private  sector  —  busi 
ness— must  maintain  jobs  and 
create  new  ones.  And  that 
means  business  must  find  the 
money  to  do  it. 

How  mani;  future  jobs? 
Right  now.  America  needs 
millions  of  jobs  to  get 
people  back  onto 
business  payrolls. 
But  there's  also 
the  challenge  of 
a  growing 


to  you...  a 
taxpayer?. 


work  force.  IV2  million  neuijobs  are 
needed  euery  year  from  now  through 
1980— just  to  employ  the  young 
people  reaching  working  age.  and 
others  entering  the  job  market. 

How  much  mone\;  does  it  take  to 
create  a  new  job? 

The  average 
investment  to 


create  a  single  new  job  opportunity 
in  manufacturing  is  around  $25,000. 
By  1980,  it'll  be  at  least  $35,000  (or 
$52^2  bi7/lon  to  create  1 5^  million 
new  jobs). 

Where  will  that  mone\;  come  from? 
The  key  to  getting  the  money  we 
need  for  expansion  and  improvement 
of  our  plants  is  better  earnings* 
—  earnings  that  can  be  invested  in 
our  operations  and  that  will  encourage 
investors  to  provide  us  additional 
money. 

But  this  alone  is  not  enough  because 
under  present  Federal  tax  laws  the 
government  would  take  too  much  of 
any  additional  dollars  we  can  earn. 
What  we  need  now  is  Federal  tax 
reform  to  help  lower  barriers  to 
capital  formation. 

In  1975.  Bethlehem's 

earnings  after  taxes 

were  only  4.8*^  of 

revenues. 


Bethlehem 


How  you  can  help 

gear  up  the 

American  economy 


The  taxwriting  committees  of  the 
U.S.  Congress  are  studying  the 
subject  of  "Capital  Formation!' 
Here  are  four  tax  measures  which 
we  believe  the  Congress  should 
enact  to  encourage  industrial 
expansion  and  to  create  jobs: 
( 1 )  five-year  capital  recovery 
system.  (2)12%  permanent  invest- 
ment tax  credit,  (3j  write-off  of  the 


costs  of  pollution  control  facilities 
in  the  year  they  are  incurred. 
(4)  eliminate  the  double  taxation 
of  corporate  profits  paid  out  as 
dividends. 

If  you  agree  that  revisions  in 
present  Federal  tax  laws  are 
needed  to  provide  the  additional 
capital  for  more  and  better  jobs, 
we  ask  you  to  tell  that  to  your 


Senators  and  Congressman. 

For  a  free  copy  of  the  folder 
"Project  Mainspring  ~  with  \^ur 
help  it  can  wind  up  the  American 
economy)  agam.'write:  Public 
Affairs  Dept.,  F^oom  476  F 
Bethlehem  Steel  Corp., 
Bethlehem.  PA  18016. 


Caterpillar  In  The  Land  Of  Nod 


While  others  shun  it^  Caterpillar  is  investing  heavily  in  Britain. 


Caterpillar  Tractor  Co.,  one  of 
the  smartest  outfits  in  American  busi- 
ness, will  shortly  open  a  new  plant 
to  produce  forklift  trucks  for  all  mar- 
kets outside  the  U.S.  It  is  opening  the 
plant  in— Britain.  This  when  many 
businessmen  have  written  Britain  off. 
Does  Cat  know  something  special? 

No,  Caterpillar  has  no  inside  in- 
formation. But  it  has  interpreted 
events  differently.  In  essence,  it  is 
betting  Britain  will  come  through. 

Cat  is  putting  the  finishing  touches 
on  a  huge  new  assembly  plant  near 
Leicester  in  England's  smoky  Mid- 
lands—even while  a  small  existing 
plant  is  turning  out  only  seven  fork- 
lifts  a  week,  a  third  of  capacit)^ 

Caterpillar,  an  aloof,  close-mouthed 
company,  refuses  to  answer  even  the 
most  elementary  questions  about  its 
lift  truck  operations.  But  the  word  is 
that  it  has  invested  over  $20  million 
in  the  400,000-square-foot  Leicester 
facility  that  it  describes  as  "Phase 
One,"  without  conceding  the  likeli- 
hood of  a  Phase  Two  or  beyond.  Com- 
petitors estimate  the  plant's  capacity 
at  10,000  units  a  year— some  10%  of 
the  West  European  and  Middle  East 
market— with  a  25,000  potential.  No 
company— some  60  are  in  the  market 
—has  anywhere  near  that  now. 

And  that's  a  clue.  The  forklift  truck 
business  overseas  may  just  be  on  the 
verge  of  both  booming  prosperity— as 
recovering  economies  get  into  gear— 
and  a  competitive  shakeout  with  due  » 
rewards  for  producers  with  sufficient 
plant  and  staying  power.  Cat's  rivals 
are  gearing  up,  too:  Eaton  Corp.  has 
put  in  numerically  controlled  produc- 
tion equipment.  Hyster  Co.,  the  mar- 
ket leader  in  Europe,  is  enjoying  the 
first  pickup  of  orders  after  the 
drought.  Clark  Equipment  is  invest- 
ing $23  million  in  German  expansion. 

Why  has  Cat  picked  Britain  as  its 
base  to  expand  in  the  lift  truck  busi- 
ness, which  it  entered  in  1965  by  buy- 
ing Towmotor?  "Britain,  regardless  of 
political  swings,  is  stable,"  says  Merle 
Dargel,  vice  president  of  Caterpillar 
Europe  and  head  of  the  U.K.  opera- 
tion. Cat  was  considering  another 
project  in  France,  Spain  seemed  po- 
litically shaky,  Belgium  too  expensive. 

By  comparison,  Britain,  for  all  its 
economic  troubles,  is  not  only  stable 
but  also  relatively  cheap.  In  Leicester, 
says  James  Hunter,  a  local  union 
leader,  Cat  pays  skilled  workers  un- 
der $100  a  week  at  current  exchange 
rates— a  good  wage  in  the  former 
hosiery-   and   shoe-producing   region. 


Cat  workers  in  Belgium  make  much 
more,  probably  $175;  in  the  U.S.  they 
make  $260.  Even  40  miles  west  of 
Leicester,  in  the  auto-producing  part 
of  the  Midlands,  Eaton  must  pay  45% 
higher  wages  than  Cat  does. 

But  the  real  message  may  be  that 
British  workers  are  just  not  as  sloven- 
ly and  quarrelsome  as  they  are  con- 
tinually made  out  to  be.  Cat  says  pro- 
ductivity on  some  big  tractors  is  as 
high  in  its  Glasgow  plant  as  it  is  back 
home  in  East  Peoria. 

Speaking  Frankly 

Forbes  talked  to  a  few  British 
trade  unionists  who,  once  promised 
anonymity,  expressed  some  surprising 
sentiments.  They  admitted  Britain  suf- 
fers from  featherbedding  and  com- 
plained of  the  time  they  had  to  spend 
"wiping  noses"  for  a  whining  member- 
ship. What  makes  the  membership  so 
colicky?  Answered  one,  "The  state 
provides  everything  and  there's  no  in- 
centive for  the  men  to  work." 

With  considerable  justice,  a  union 
leader  who  deals  with  both  British 
and  U.S.  companies  puts  some  of  the 
blame  on  British  management.  "Say  a 
company  makes  cigarette  lighters.  Our 
company  will  just  keep  on  making 
those  fighters  year  after  year  until  fi- 
nally they  can't  sell  so  many  and  they 
have  to  sack  some  people.  When  the 
work  force  is  down  to  about  20,  some- 
body will  say,  'Maybe  we  should 
make  clocks  too.'  But  by  then  it's 
pretty  late.  When  the  fighters  start 
coming  out,  the  American  manager 
asks  himself  what  he  should  do  next." 

Cat,  for  its  part,  thinks  ahead.  Its 


Towmotor  isn't  earthmoving,  but  it's 
Cat's  window  on  an  indoor  world. 


site  near  Leicester  is  a  265-acre  air- 
field that  the  company  bought  back 
in  1953.  In  1967,  when  the  Leicester 
operation  was  still  a  parts  depot,  Cat 
signed  a  closed-shop  contract  with 
one  union,  the  Amalgamated  Union 
of  Engineering  Workers.  This  is  com- 
mon in  the  U.S.  but  not  in  Britain, 
much  of  whose  labor  strife  occurs  in 
jurisdictional  disputes  among  unions. 

Cat  has  had  strikes  at  its  other 
British  plants,  where  nine  unions  may 
coexist  uneasily.  But  overall,  the  com- 
pany has  enjoyed  a  9%  margin  on 
sales  in  the  U.K.  vs.  7%  worldwide— 
despite  the  U.K.'s  52%  corporate  tax 
—in  the  eight  years  before  1975  (sim- 
ply too  miserable  to  include). 

To  be  sure.  Cat's  $20-odd  million 
is  no  make-or-break  investment  for  a 
company  whose  capital  spending  will 
hit  $500  million  in  1976.  But  forklifts 
are  important  for  Cat  as  a  diversifi- 
cation. Competitors,  who  smiled 
when  Cat  started  selling  forklifts 
through  its  earthmover  dealers, 
winced  as  Cat  turned  to  price-cutting 
to  build  a  European  market  share 
of  around  5%.  By  1978,  says  Peter 
Swift,  Clark  Equipment's  European 
marketing  director,  a  boom  will  start. 
With  its  low  costs  in  Leicester,  Cat 
hopes  to  be  ready  for  it. 

Other  American  companies  seem  to 
have  hit  upon  a  similar  idea  lately. 
Ingersoll-Rand,  always  bulfish  on 
Britain,  is  investing  $20  milfion  in 
expansion.  Merck  &  Co.  recently  an- 
nounced a  new  U.K.  plant,  and  Dana 
Corp.  is  planning  to  boost  its  U.K. 
investment  to  produce  transmissions 
and  clutches  for  British  Leyland.  All 
are  hoping  to  catch  the  European 
upturn.  Whether  British  companies 
will  also  invest  to  be  ready  for  the 
upturn  is  still  a  question,  but  not  a 
crucial  one  to  the  workers  of  Des- 
ford,  the  coal-mining  tovvTi  where 
most  of  Caterpillar';  fift  truck  assem- 
blers live.  The  new  plant  means  400 
new  jobs  soon,  perhaps  3,000  later. 

Those  smart  Americans  just  may  be 
in  the  vanguard  of  a  renewed  inter- 
est in  investing  in  developed  coun- 
tries—countries without  problems  of 
infrastructure  or  labor  training.  Brit- 
ain, with  56  million  educated  people, 
its  transport  and  communications  in 
place  and  an  abundance  of  unem- 
ployed or  underemployed  labor,  is  an 
attractive  prospect.  What  Caterpillar 
is  saying— with  dollars  rather  than 
words— is  that  while  Britain  has  its 
problems,  it  looks  more  inviting  than 
much  of  the  rest  of  Europe.  ■ 


FORBES,  AUGUST  1,  1976 
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Shell  Oii^s  Money  Machine 

If  youVe  making  big  bucks  in  the  oil  business^  you  don't  crow  about  it 

these  day^    Nevertheless,  Shell  Oil  has  plenty  to  crow  about  if  it  wanted  to. 


] 


Last  vi  h  Houston's  Shell  Oil  Co. 
(69%  '  vned  by  the  Royal  Dutch/ 
Shell  Jroup)  netted  $515  million,  or 
$7.5cJ  a  share,  on  $8.1-billion  sales. 
Tlus  year  Wall  Street  expects  Shell 
to  comfortably  earn  $9.75.  In  1977, 
maybe  $11.50.  This  is  quite  a  show- 
ing: Only  a  few  years  ago.  Shell's 
earnings  were  regularly  under  $4  a 
share,  making  it  one  of  the  least  prof- 
itable of  the  big  U.S.  oil  companies. 

Nevertheless,  Shell  President  John 
Bookout,  53,  was  understandably  cau- 
tious when  Forbes  asked  him  about 
Shell's  profit  surge.  You  can't  blame 
him:  Businessmen  are  supposed  to 
make  money  for  their  stockholders, 
but  if  you  make  money  in  the  oil 
business  some  politician  comes  along 
and  says  you  are  ripping  off  the  pub- 
lic and  threatens  to  break  you  up. 

Therefore,  Bookout,  the  lanky  Lou- 
isiana geologist  who  took  charge  at 
Shell  Oil  in  May,  is  uncomfortable 
with  the  question.  He  launches  into 
a  meandering  discourse  about  Shell's 
recent  internal  reorganization  into  19 
business  centers.  And  he  goes  on:  "We 
are  improving  profit  margins  by  a  bet- 
ter allocation  of  a  barrel  of  crude.  And 
don't  forget  our  very  strong  position 
in  chemicals."  With  the  largest  U.S. 
chemical  sales  among  domestic  oil 
firms,  ranking  eighth  nationally,  Shell 
is  striking  it  rich  in  chemicals  after 
some  lean  years.  But  neither  chemi- 
cals nor  reorganization  accounts  for 
what's  really  happening  at  Shell. 

Bookout  comes  closer  to  the  real 
point:  "We  are  moving  into  a  time 
when  the  returns  on  gasoline  will  im- 
prove." What  Bookout  means  is  sim- 
ply this:  Traditionally,  the  big  profits 
have  been  made  in  crude  oil  produc- 
tion; refining  and  marketing  was  al- 
most a  loss  leader.  (Charles  Maxwell, 
the  respected  oil  analyst,  figured  that 
oil  companies  historically  earned  over 
20%  on  their  investments  in  explora- 
tion and  production,  only  7%  on  re- 
fining and  as  little  as  1%  on  market- 
ing.) But  now  the  picture  is  chang- 
ing, and  refining  and  marketing  should 
become  more  profitable.  As  it  does, 
Shell  will  be  one  of  the  biggest  bene- 
ficiaries. Hence  its  handsome  profit 
expectations  in  the  near  future. 

Shell  has  always  been  more  of  a 
refiner  and  marketer  than  a  producer 
of  crude  oil.  As  the  major  U.S.  branch 
of  Royal  Dutch/Shell,  for  years  it  re- 
stricted its  exploration  to  the  U.S.  In 
the  dear  dead  days,  this  meant  that 
Shell   missed   out  on   all   that  lovely 


Relief.  "Our  problem,"  says  Shell's 
Bookout,  "was  too  much  refining 
capacity,  too  many  service  stations." 
But  that's  changing  and  prices  at  the 
gas  station  pumps  are  rising — to 
Shell's  particular  benefit. 

cheap  Middle  Eastern  crude. 

To  earn  a  decent  profit,  therefore, 
Shell  had  to  learn  to  make  the  best 
of  a  bad  situation.  It  became  a  mas- 
terful marketer,  grabbing  and  hold- 
ing 20%  of  the  jet  fuel  market.  Even 
so.  Shell's  profitability  lagged  that  of 
the  industry,  with  a  five-year  average 
retiim  on  equity  of  13%  vs.  the  14.9% 
industry  median   (Forbes,  Jan.  1). 

Today,  what  were  once  Shell  Oil's 
handicaps  are  its  advantages.  A  bar- 
rel of  foreign  crude  costs  $13,  vs.  $8 
for  U.S.  crude,  and  Shell,  with  its  big 
position  in  the  Gulf  of  Mexico,  gets 
two-thirds  of  its  crude  requirements 
domestically. 

Shell  Oil  ranks  second  in  refining, 
behind  Exxon,  but  ahead  of  Standard 
of  Indiana  and  Texaco.  The  glut  in 
refining  capacity  is  over.  With  con- 
struction costs  for  new  refineries  up 
almost  70%  since  1972,  and  with  many 
price  controls  still  in  effect,  no  brand- 
new  refineries,  apart  from  a  small  one 
in  Louisiana,  have  been  built  in  the 
U.S.  since  1973.  At  the  current  rate, 
U.S.  refining  capacity  will  be  in  tight 
supply  by  1977.  Inevitably,  there  will 
be  upward  pressure  on  gasoline 
prices.   As   Bookout,   overcome  for  a 


moment,  says  with  glee:  "If  you've 
invested  lower  cost  dollars  in  less  in- 
flationary times,  you  can  have  a  regu- 
lar little  money  machine." 

An  extra  penny  at  the  pumps  means 
roughly  $80  million  pretax  for  both 
Shell  Oil  and  Standard  Oil  of  In- 
diana and  slightly  more  for  both  Ex- 
xon and  Texaco.  But  Shell  has  far 
fewer  shares  outstanding,  a  mere  69 
million  vs.  Exxon's  225  million.  The 
leverage  Shell  gets  is  enormous.  Last 
year  each  extra  penny  per  gallon 
would  have  raised  Shell  Oil's  net  per 
share  59  cents,  vs.  16  cents  for  Tex- 
aco, 19  for  Exxon  and  28  for  Amoco. 

How  much  will  gasoline  prices  rise 
this  year?  And  next?  Shell  in  1976 
has  raised  prices  four  times  and 
dropped  them  twice;  the  industry's 
average  pump  price  is  now  59  cents  a 
gallon.  Blame  this  year's  price  yo-yoing 
on  the  oil  marketers'  disbelief  in  their 
own  figures.  Most  had  predicted  con- 
sumption would  rise  only  2%  to  3% 
this  year,  about  half  the  historical 
rate.  They  figured  higher  prices  and  a 
sluggish  economy  would  keep  cars  in 
the  garages  as  they  did  last  year.  In- 
stead, demand  is  racing  ahead,  in 
some  months  tripling  the  forecasts. 

"I've  nothing  to  hang  my  hat  on," 
says  Bookout,  "but  there's  a  good 
chance  the  growth  rate  for  the  next 
five  years  will  be  higher  than  we  orig- 
inally forecast.  Say,  4%  to  5%  growth, 
that's  not  unreasonable."  With  strong- 
er demand  and  no  surplus  refineries, 
it  doesn't  take  a  genius  to  see  prices 
rising;  after  all,  a  public  that  now 
accepts  steak  at  $2.59  a  pound  can 
swallow    65-cent    gasoline.    Bookout, 


Early  Bird.  Shell  Oil  was  serving  the 
growing  West  with  stations  like  this 
before  World  War  I.  Today  half 
Shell's  19,700  units  are  in  the  Sunbelt. 
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for  one,  leaves  no  doubt  about  what 
he  thinks  will  happen:  "Some  day 
our  prices  must  reflect  international 
prices."  In  Rome  motorists  pay  close 
to  $2  a  gallon;  in  Tokyo,  $1.50.  And 
what's  true  for  gasoline  is  equally 
true  for  natural  gas,  of  which  Shell 
produces  2.2  billion  cubic  feet  daily. 
There  is  one  fly  in  the  ointment: 
the  divestiture  lobby,  which  includes 
60,000-plus  independent  gas  station 
operators.  They  complain  that  the 
extra  profits  at  the  gas  pumps  are 
ending  up  in  the  pockets  of  the  big 
integrated  oil  companies.  It  isn't 
necessarily  that  they  don't  want  to  see 
prices  go  up;  but  they  want  the 
goodies  for  themselves.  They  are  lob- 
bying hard  with  Democratic  contend- 
er Jimmy  Carter  for  a  splitup.  For 
now,  Carter— as  he  does  on  most  is- 
sues—will only  voice  neatly  ambigu- 
ous statements:  Yes,  he's  for  some 
divestiture,  but  not  if  it  means  higher 
prices.  It's  a  clever  position.  In  June 
the  Senate  Judiciary  Committee  re- 
ported out  a  divestiture  bill,  but  as  a 
senior  committee  aide  told  Forbes, 
"No  one  on  Capitol  Hill  has  the  num- 
bers that  show  where  the  profits  are 
made  in  the  oil  business." 

Selectivity 

To  defuse  that  bomb  while  improv- 
ing their  own  margins,  most  major  oil 
firms  are  artfully  giving  up  market 
share  in  gas  to  the  independents.  Shell 
Oil,  for  instance,  last  year  pumped  5% 
less  gas  under  its  own  brand  to  drop 
from  second  to  fourth  place.  What's 
happening  is  that  Shell  is  moving  out 
of  the  less  profitable  northeastern 
market  to  the  Sunbelt;  in  California, 
Shell  already  has  14%  of  the  market, 
vs.  only  7%  nationally.  "In  the  Sixties," 
says  Bookout,  "we  wanted  to  be  na- 
tional. Now  we're  becoming  more  re- 
gional." It's  called  picking  and  choos- 
ing. You  give  something  up,  but  what 
you  give  up  you  didn't  really  want. 

Meanwhile,  Bookout  has  had  Shell 
Oil  bid  top  dollar  to  win  the  largest 
shares  of  acreages  offered  in  the  Gulf 
of  Alaska  and  offshore  Southern  Cal- 
ifornia: He  wants  to  make  sure  he 
has  the  crude  his  refineries  will  need 
in  a  growing  market.  Second,  he's 
pushing  ahead  with  his  intemal  re- 
organization, squeezing  out  duplicate 
sales  offices  and  trimming  employ- 
ment, which  in  a  decade  is  down 
about  13%,  while  sales  have  almost 
tripled.  Then  Shell's  chemical  busi- 
ness, after  barely  breaking  even  in  the 
early   1970s,  netted   $130  million   on 

L$1.2  billion  revenues  last  year.  And 
that,  says  Bookout,  is  just  a  start. 
Bookout  allows  himself  a  small 
smile  and  says,  "The  worst  is  behind 
us."  That,  friend,  is  what's  called  an 
understatement.  ■ 
: 


^^NewYorkondl 
hove  this  love/hate  thing'/ 

I  go  to  New  York 
five  or  six  rimes  o  yeor 
And  I  never  wonr  to  go 
until  I  get  there. 
NewYorkondl 
hove  this  iove/hote  thing. 

I  know  HI  work  too  hord,  thot  I'll 
crowd  OS  nnuch  New  York  os  I  con  into 
just  one  week,  stoy  up  holf  the  night, 
ever/  night,  go  honne  exhausted,  and 
love  ever/  second  of  it. 

Thot s  why  I  stay  ot The  Biltnnore. 

It's  OS  much  New  York  os  you  con 
find  in  o  hotel. 

(You  should  see  how  they  take  care 
of  me.  Even  at  check-out,  they've  got 
a  system:  I  just  drop  off  the  room  key 
when  I  leave. They  bill  me  later) 

You  know,  something  happens  at 
The  Biltmore  that  just  doesn't  happen 
in  those  plosti-gloss,  modular  hotels 
that  hove  plopped  themselves  down 
in  ever/cir/  in  the  countr/ 

If  I'm  going  to  a  cit/ 1  love,  why 
should  I  stay  in  o 
ploce  I  hate? 


The  Siltmore 


43rc)  G  Modison 

(600)  221-2690  In  New  YorK  Srofe  coli 

(600)  522-6449  In  the  ciry  661-1717. 


Coll  your  corporofe  rrovel  office  or  trovel  ogenr. 
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32  of  the  50  states  in- 
creased workers^  compensa- 
tion benefits  during  1975, 
generally  at  correspondingly 
higher  cost  to  employers*  A 
bill  now  in  Congress  establish- 
ing Federal  standards  for 
state  compensation  programs 
would  increase  benefits  and 
costs  still  further* 

A  brief  review  by  INA  of 
an  insurance  topic  of  interest 
to  business  executives* 


The  cost  of  workers'  compensation,  the  nations  old- 
est form  of  social  insurance,  has  increased  greatly  in 
recent  years— the  result  of  inflationary  pressures  on 
claims,  and  of  expanded  coverage  and  increased  benefits 
in  the  programs  of  the  individual  states. 

Proposed  legislation  calling  for  Federal  standards 
would  add  further  to  the  cost  of  the  system,  which  has 
been  administered  at  the  state  level  since  the  first  com- 
pensation plans  were  enacted  in  the  early  1900's. 

The  Williams-Javits  Bill  (#2018)  now  in  Congress 
would  require  all  states  to  conform  to  specific  standards 
as  to  the  coverage  of  workers  and  the  benefits  to  which 
they  or  their  survivors  are  entitled  in  case  of  job-related 
death  or  disability.  The  result  would  be  increased  cover- 
age and  benefits,  since  most  state  standards  would  have 
to  be  revised  upward,  some  drastically. 

The  cost  of  compensation  programs— borne  entirely 
by  employers— would  soar,  perhaps  even  tripling  or  quad- 
rupling on  a  national  basis,  although  estimates  are  dif- 


ficult to  arrive  at  until  analyses  of  the  bill's  final  pro- 
visions are  completed. 

The  impact  of  this  pending  legislation  is  already  be- 
ing felt,  as  the  various  state  legislatures  continue  to  enact 
an  unprecedented  number  of  changes  in  their  com- 
pensation laws  to  bring  them  more  in  conformity  with 
proposed  Federal  standards.  (In  1975  alone,  32  states 
increased  workers'  compensation  benefits.)  Advocates 
of  the  existing  system  point  to  rapid  progress  at  the  state 
level  as  making  Federal  intervention  unnecessary.  Sup- 
porters of  the  Williams -Javits  Bill  contend  that  the  prog- 
ress to  date  is  insufficient. 

Proposed  new  standards 

Major  standards  which  would  be  established  by  the  j 
Williams-Javits  Bill  as  currently  proposed  include: 

•  Universal  coverage  with  no  exclusion  for  small 
employers  or  type  of  employment  except  in  cases  where- 
other  Federal  law  is  already  applicable.  Some  12  million 
of  the  nation's  85  million  workers  are  not  now  covered, 
including  many  low-income  farm  and  household 


.L 


pensation 


workers. 

•  A  guarantee  in  most  cases  of  weekly  death  or  total 
disability  benefits  of  at  least  two-thirds  of  an  employees 
average  weekly  wage. 

•  Minimum  total  disability  benefits  of  half  the  aver- 
age weekly  wage  in  each  individual  state,  or  the  workers 
actual  average  weekly  wage,  whichever  is  less. 

•  Minimum  death  benefits  of  not  less  than  half  the 
average  weekly  wage  in  each  state. 

•  Eliminates  time  and  dollar  ceilings  on  the  amount 
of  compensation  for  death  or  total  disability,  and  on  the 
type  or  extent  of  necessary  medical  and  rehabilitation 
services. 

Holding  down  premium  increases 

Should  the  bill  become  law,  already  escalating 
workers'  compensation  premiums  paid  by  employers 
will  undoubtedly  rise  still  further  in  proportion  to  the 
higher  level  of  benefits  payable. 

In  these  circumstances,  measures  to  reduce  both  the 
frequency  and  severity  of  job-related  disabilities  will  be 


even  more  important  in  holding  down  premium  costs. 

An  important  step  in  this  direction  is  a  complete  re- 
view of  a  firm's  safety  measures  now  in  effect,  looking 
toward  a  comprehensive  safety  program  with  the  elimi- 
nation of  needless  hazards.  Such  a  survey  can  be  made 
by  insurance  companies  and  their  agents  or  brokers,  or 
by  outside  organizations  specializing  in  loss  control  and 
prevention  services. 

Another  way  of  reducing  workers'  compensation 
costs  is  through  the  use  of  medical  management  services 
to  speed  the  return  of  disabled  employees  to  employ- 
ment. A  shortening  of  the  periods  of  disability  can  mean 
substantial  reductions  in  disability  payments  and 
medical  costs. 

Insurance  companies  themselves  are  an  important 
source  of  loss  control  and  rehabilitation  services, 
although  not  all  provide  them  to  their  policyholders  to 
the  same  degree.  In  selecting  an  insurance  company, 
employers  can  turn  to  their  independent  insurance  agent 
or  broker  to  determine  how  best  to  obtain  such  services. 

For  a  fuller  discussion  of  workers'  compensation 
from  an  objective  standpoint,  INA  has  prepared  a  book- 
let entitled,  "Workers'  Compensation :  Some  Professional 
Considerations."  Copies  may  be  requested  by  writing 
INA  Corporation,    1600  Arch  Street,   Philadelphia, 

Pa.  19101. 

*        *        * 

The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall,  Philadelphia,  in  1792. 
Today  INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  p/operty  and  casualty 
insurance,  marine  insurance,  life  insurance,  reinsurance 
and  risk  management  services. 

INA  insurance  products  and  services  are  made  avail- 
able through  selected  independent  agents  and  brokers  — 
professionals  with  a  comprehensive  knowledge  of  in- 
surance needs  and  solutions. 
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Problems  In  Paradise 

Unlike  most  nations,  the  Swiss  run 

their  economy  prudently.  But  that  very  prudence 

is  causing  severe  problems  now. 


TiCKf-  away  quietly— like,  well,  like 
a  Sniss  watch— the  world's  soundest 
ec(Kiomy  is  emerging  from  its  most  se- 
vne  recession  since  World  War  II. 
But  there  are  some  strange  little  clicks 
behind  the  crystal  of  the  precision- 
crafted  instrument  that  is  Switzer- 
land. It  is  not  keeping  the  same  time 
as  the  rest  of  the  world. 

On  the  surface,  it  is  the  same  old 
miracle  of  sober  banking  and  politi- 
cal stability:  high  liquidity  in  both 
money  and  capital  markets;  a  virtual- 
ly strike-free  labor  economy;  the  low- 
est interest  rates,  inflation  and  taxes 
of  any  industrial  nation;  the  home  of 
movie  stars,  financiers  and  other  tax- 
resisting  rich. 

Then  there's  that  troubled  titan  of 
world  currencies,  the  Swiss  franc. 

For  the  first  time,  the  Swiss  are 
starting  to  ask  questions  about  the 
long-range  direction  of  their  econo- 
my and  their  country.  For  Switzer- 
land is  not  just  one  big  bank.  It  is  a 
country  smaller  than  West  Virginia 
with  an  ethnically  divided  population 
of  6.4  million.  It  is  resource-poor  and 
40%  dependent  on  exports.  Ordinary 
people  live  there,  buying  the  neces- 
sities of  life  and  making  things  to  be 
sold  abroad.  But  as  the  franc  goes 
up  and  up,  so  do  export  prices. 

The  recession  by  itself  would  not 


have  hurt  all  that  much.  But  the 
steady  rise  in  the  Swiss  franc  amid 
the  world  recession  meant  a  consid- 
erable export  decline— about  5.4%  in 
value  terms  and  8.2%  in  real  terms  in 
1975.  At  the  same  time,  the  exchange 
rate  made  essential  imports  like  oil, 
food  and  industrial  raw  materials 
cheaper,  helping  to  keep  inflation 
down.  In  fact,  imports  dropped  dra- 
matically—20%  in  value  terms,  with 
only  about  3%  accounted  for  by  the 
rising  franc;  for  no  one  wanted  to  be 
stuck  with  raw  materials  to  make 
goods  he  couldn't  sell.  The  fall  in  ex- 
port orders  scared  everyone. 

So  everything  slowed  down:  Pro- 
duction fell  15%  overall;  capital  spend- 
ing was  down  10%  in  1975  and  is  fore- 
cast to  be  flat  in  1976;  and  most 
plants  worked  at  25%  to  35%  below 
capacity.  Unemployment,  which  three 
years  ago  was  ofiicially  reported  at 
81  people,  reached  32,000,  and  would 
have  been  five  times  as  great  if 
150,000  foreign  workers  hadn't  gone 
home  when  they  were  laid  off. 

As  the  London  Financial  Times  cor- 
respondent put  it,  the  average  Swiss 
came  to  know  somebody  who  knew 
somebody  who  was  unemployed.  The 
savings  rate,  rising  since  the  early 
1970s,   reached   11%  vs.   the  old  6%. 

Switzerland   experienced   its   worst 


Chfeerful  street  scenes  and  spotless 
housing  notwithstanding,  Switzer- 
land Is  no  paradise  today. 

inflation  before  many  other  countries, 
in  late  1973  when  it  was  12%.  Even 
before  the  oil  crisis  wages  were  climb- 
ing sharply,  over  50%  for  men's 
wages  from  1970  to  1974.  Wage  rises 
in  1975  were  held  to  6.5%  and  may 
be  less  this  year,  hardly  enough  to 
keep  up  with  the  cost  of  living— a  ma- 
jor factor  in  holding  inflation  down 
to  the  current  2.5%  rate.  This  hurts 
the  Swiss  worker  but  the  unions  pre- 
fer it  to  more  unemployment. 

In  dollar  terms,  Swiss  wages  and 
salaries  equal  or  exceed  U.S.  levels.  A 
watch  factory  foreman  makes  $1,550 
a  month,  an  experienced  secretary  up 
to  $1,200,  an  auto  mechanic  about 
$1,000,  a  tile  layer  $1,300. 

But  it  is  expensive  to  live  in  Switz- 
erland. Top  beef  is  $5.50  a  pound, 
health  insurance  premiums  $40  a 
month.  A  beer  and  a  sandwich  in  a 
Zurich  bistro  can  cost  up  to  $4.  A 
simple  business  lunch  for  two— fish  in 
a  cream  sauce,  salad,  a  carafe  of  rea- 
sonable white  wine  and  coffee— costs 
$35.  A  first-class  hotel  is  $50  to  $56  a 


The  Multinationals'  Nei/v  Clothes 


The  OECD's  new  guidelines  for  multinational  corporations 

aren't  as  rough  as  they  might  have  been.  But  is  that  good  or  bad? 


In  New  York  last  month,  U.S.  State 
Department  and  Treasury  officials 
publicly  unveiled  the  Organization  for 
Economic  Cooperation  &  Develop- 
ment's new  guidelines  for  multina- 
tional corporate  behavior.  Many  of 
the  150  multinational  executives  pres- 
ent were  as  dazed  as  the  emperor  was 
when  his  tailors  delivered  his  first  set 
of  invisible  new  clothes.  For  all  the 
fanfare,  the  rules  were  mostly  vague 
and  entirely  voluntary. 

The  guidelines  were  limited  to  di- 
rect investments  in  23  largely  West- 
ern OECD  countries,  but  of  course 
this  encompasses  some  80%  of  the 
world's  multinational  operations.  They 
were  nothing  to  raise  the  hackles  of 
Americans    already    complying    with 


U.S.  law.  But  foreign  firms  and  gov- 
ernments—that's another  matter. 

On  the  one  hand,  the  guidelines 
exhort  OECD  governments  to  treat 
foreign  companies  as  they  would  na- 
tional ones  and  to  reform  protection- 
ist incentives  and  disincentives.  That's 
fine.  They  urge  multinational  corpora- 
tions to  be  competitive,  to  hire  with- 
out discrimination,  to  avoid  bribes,  to 
heed  host  countries'  economic  poli- 
cies and  to  disclose  sales,  profits  and 
employment  data  by  geographic  area. 
Motherhood  and  apple  pie. 

One  big  victory,  says  State  Depart- 
ment negotiator.  Deputy  Assistant 
Secretary  for  International  Finance 
and  Development  Paul  H.  Boeker,  was 
to    bring    state-owned    multinationals 


(like  France's  Renault  and  Italy's 
ENI)  under  the  disclosure  guidelines, 
which  cover  the  full  range  of  multi- 
nationals—privately owned,  stockhold- 
er-owned, government-owned. 

Unlike  international  trade,  which  is 
carried  on  under  General  Agreement 
on  Tariffs  &  Trade  (GATT)  treaties, 
direct  investment  has  been  regulated 
only  by  the  national  laws  of  individ- 
ual countries.  "Companies  have  tried 
to  deal  with  various  international 
problems  in  a  national  context— which 
has  been  very  restrictive,"  says  Boe- 
ker. "There  has  never  been  a  GATT 
for  investment." 

What  bothered  several  U.S.  busi- 
nessmen were  the  guideline's  disclo- 
sure provisions,  the  only  area  where 
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night,  a  deluxe  one  $75  and  up.  Tick- 
ets for  the  Lucerne  Music  Festival  are 
$20.   The  cheapest  Scotch  is   $16  a 
bottle,  an  English  newspaper  70  cents. 

All  of  which  hits  tourists,  especial- 
ly Americans  whose  dollar  is  worth 
little  more  than  half  what  it  was  in 
Switzerland  in  1971.  Tourism  fell  8% 
in  1974  and  another  2.3%  in  1975. 
U.S.  tourism  has  improved  a  bit  this 
year  as  the  U.S.  economy  recovered, 
but  is  still  far  below  1973  levels. 

And  still  the  franc  keeps  rising,  hav- 
ing appreciated  70%  against  the  dol- 
lar since  1971.  And  still  the  foreign 
money  pours  in.  "This  is  not  stability," 
says  Heinrich  Looser  of  the  Julius  Bar 
Bank,  "this  is  the  other  extreme."  The 
banks  grow  so  fast  that  outspoken 
President  Fritz  Leutwiler  of  the  Na- 
tional Bank  questions  whether  they 
may  be  overshadowing  the  economy. 
The  five  biggest  banks'  assets  exceed- 
ed the  gross  national  product  last 
year.  While  industrial  profits  were 
down  30%,  big  bank  assets  rose  17% 
and  profits  as  much  as  15%. 

The  National  Bank,  once  consid- 
ered feeble,  has  taken  strong  steps 
against  the  inflow  of  foreign  money 


that  is  ballooning  the  franc:  a  40% 
interest  charge  on  new  foreign  franc 
accounts,  restrictions  on  foreign  franc 
sales  to  foreigners,  a  ban  on  large  im- 
ports of  foreign  (read  Italian)  bank 
notes.  The  Bank  bought,  bought, 
bought  dollars  to  hold  the  franc  down 
-$4.6  billion  last  year.  Still  they 
come,  recently  as  much  as  $6  mil- 
lion a  day  from  Italy  alone.  Inflation 
is  currently  2.5%,  the  lowest  in  the 
world.  Consumer  prices  fell  0.2%  in 
May.  Now  exports  are  rising,  and  in- 
ternational companies  like  Swissair 
and  Nestle  are  showing  good  profits. 

But  the  slump  is  not  over.  The  con- 
servative Swiss  consumer  is  still  sit- 
ting on  his  francs.  There  are  80,000 
vacant  apartments,  and  idle  cranes  are 
a  common  sight  on  city  skylines.  The 
federal  government  and  most  local 
governments  are  deeply  in  the  red— 
the  federal  deficit  in  1976  will  be 
$480  million,  shocking  by  Swiss  stan- 
dards. And  all  because  the  govern- 
ment is  spending  more  and  more  on 
pensions,  education  etc.  (including  a 
rail  system  that  lost  $240  million).  A 
10%  sales  tax  has  just  been  passed  to 
pay  for  all  this. 

Agricultural  subsidies  are  also  a 
drain.  Only  8%  of  the  population  is  in 
agriculture  and  Switzerland  is  only 
50%  self-sufficient  in  food.  Although 
thoroughly  mechanized,  farming  on 
the  sides  of  the  Alps  is  not  very  ef- 
ficient or  profitable.  Even  in  flat  areas 
a  farmer  only  averages  about  $13,000 
a  year,  and  in  the  mountains,  $7,700. 
As  a  result,  farming  is  heavily  sub- 
sidized, and  faiTners  want  even  more: 
A    protesting    group    recently    turned 


loose  1,200  chickens  on  the  steps  of 
the  federal  building   in   Beni. 

Some  of  the  problems  of  the  watch 
industiy,  like  those  of  all  exports,  are 
long  term,  tied  to  the  soaring  franc. 
Because  a  fine  Swiss  watch  costs  22% 
to  27%  more  in  the  U.S.  these  days 
than  a  comparable  U.S.  or  Japanese- 
made  one,  Swiss  watch  exports  to 
North  America  fell  40%  in  1975 
(overall,  they  fell  15%).  The  Swiss 
were  also  slow  to  get  into  electronic 
watches,  which  now  have  over  half 
the  U.S.  market. 

Of  course,  Switzerland's  problems 
are  the  problems  of  the  prosperous. 
There  are  few  poor  people,  and  local 
leftists  who  argue  the  country  is  real- 
ly mn  by  a  small  group  of  bankers 
and  businesses  get  little  support.  But 
that's  a  problem,  too.  Like  low  infla- 
tion rates,  political  stability  attracts 
money  from  inflation-ridden,  left-lean- 
ing nations.  And  those  refugee  dollars 
push  the  Swiss  franc  even  higher.  "We 
wouldn't  cry  if  the  franc  went  down," 
says  Waldemar  Jucker  of  the  Swiss 
Trade  Union  Federation,  who  points 
out  that  at  the  depths  of  the  re- 
cession Swiss  workers  were  staging  30 
or  40  demonstrations  a  week  to  pro- 
test unemployment.  Says  Jucker:  "But 
the  damned  foreign  journalists  write 
that  we  behaved  'in  a  very  disciplined 
manner,'  and  the  franc  strengthens 
even  more." 

Etienne  Junrod,  general  manager 
of  Hoffmann-La  Roche,  neatly  sums 
up  the  Swiss  dilemma:  "We  are  the 
first  to  feel  what  it  costs  to  try  to  be 
wise  when  others  are  crazy.  Success- 
ful people  are  never  very  popular."  ■ 


compliance  is  likely  to  be  visible  pub- 
licly. "Why,"  asks  one  executive,  "im- 
pose this  kind  of  Securities  &  Ex- 
change Commission  disclosure  on  pri- 
vate multinational  companies,  which 
often  remain  private  to  avoid  disclo- 
sare?"  The  State  Department's  Boeker 
dismisses  that  objection  by  deftly  pull- 
ing the  rug  out  from  under  himself 
and  his  big  victory.  Says  he,  "We  are 
imposing  nothing  on  anyone  since 
these  guidelines  are  voluntary." 

And  that  is  precisely  the  point. 

"These  disclosure  and  ethical  prac- 
tices recommendations  don't  mean 
much  for  U.S.  companies  because 
most  of  us  already  follow  them  any- 
way," one  international  oil  company 
executive  told  a  Forbes  reporter  after 
the  meeting.  "The  story  will  be  in 
how  other  countries'  multinationals  re- 
act to  the  guidelines."  Japanese  and 
French  companies,  for  example,  tell 
very  little  about  their  operations. 

Harvey  WilHams,  head  of  the  U.S. 
branch  of  the  International  Chamber 


of  Commerce,  went  so  far  as  to  main- 
tain that  such  "socialist"  OECD  coun- 
tries as  Holland  and  Sweden  pushed 
strong  disclosure  largely  to  find  out 
more  about  their  own  multinationals, 
not  other  countries'. 

"The  problem  with  the  guidelines 
is  that  their  success  depends  so  much 
on  the  other  nations'  multinationals 
going  along  with  them,  and  I  doubt 
they  will,"  said  an  international  oil- 
man, explaining  why  the  guidelines 
worry  him.  "The  Michelin  family,  for 
example,  has  never  told  anyone  a 
damned  thing  about  their  company. 
When  the  Nazis  occupied  France, 
they  never  got  inside  the  Michelin  fac- 
tory. And  when  de  Gaulle  marched 
back  into  France,  the  family  wouldn't 
let  him  inside  either.  There  are  lots  of 
companies  like  that.  What  makes  you 
think  they  will  suddenly  comply  with 
voluntary  guidelines?" 

If  they  don't,  fears  George  M. 
Brooner,  manager  of  licensing  and  de- 
velopment for  Phillips  Petroleum,  the 


guidelines  could  well  have  a  kind  of 
reverse  "domino  effect,"  encouraging 
more  restrictive  and  mandatory  rules 
for  the  multinationals.  These  rules 
would  likely  come,  not  from  the 
OECD,  but  from  the  United  Nations' 
recently  established  Commission  on 
Transnational  Corporations,  which  is 
controlled  by  members  of  the  so-called 
"Group  of  77"  less-developed  nations. 
Dominated  as  that  organization  is  by 
the  Third  World,  anything  the  UN 
does  is  likely  to  be  punitive  toward 
free  enterprise.  Thus,  Brooner  and 
others  hope  that  companies  will  com- 
ply with  the  voluntary  guidelines  in 
an  effort  to  stave  off  politically  in- 
spired and  more  restrictive  ones. 

But  of  course  it  might  well  be 
asked  whether  the  international  bu- 
reaucrats don't  have  better  things  to 
do  with  their  own  and  with  business- 
men's time.  Like,  for  example,  setting 
up  rules  that  will  make  international 
investment  and  the  flow  of  goods  easi- 
er rather  than  more  difficult.   ■ 
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The  Celanese  Sextet 


Can  six  bosses  sing  in  tune? 
Can  the^  make  beautiful  music? 


Urban!  nd  confident,  John  Ma- 
conibe!  48,  spent  20  years  as  a  con- 
sultais  for  McKinsey  &  Co.  rejigger- 
ing  European  companies.  Since  1969 
he  has  made  a  second  career  out  of 
trying  to  straighten  out  the  Celanese 
Corp.  And  now,  as  the  new  chief  op- 
perating  officer  at  Celanese,  by  Jove, 
Macomber  thinks  he's  got  it. 

Celanese  clearly  needs  something 
new.  Over  the  last  five  full  years  its 
return  on  stockholders'  equity  has  av- 
eraged only  7.5%,  lowest  among  the 
13  diversified  chemical  companies  in 
Forbes  yardsticks  (Jan.  1). 

"It's  the  strong,  not  the  meek,  who 
will  inherit  the  earth,"  says  Macomber 
about  Celanese's  new  direction. 

That  means  full  emphasis  on  the 
areas  where  it  is  stiong  and  a  ruthless 
cutting  back  where  it  is  weak.  To  do 
the  job,  Celanese  is  adopting  a  cu- 
rious management  structure.  Outdo- 
ing the  trendy  "corporate  office"  ap- 
proach of  a  few  years  ago,  Celanese 
is  being  run— in  theory  at  least— by  a 
six-man  group.  Macomber  is  chief  op- 
erating officer,  longtime  Celanese  ex- 
ecutive John  Brooks  is  chief  executive. 
Also  on  the  committee:  Robert  L. 
Mitchell,  who  heads  chemicals,  plas- 
tics and  coatings;  fibers  boss  Allan  R. 
Dragone;  W.  Randolph  Clerihue, 
head  of  corporate  staff;  and  Peter  H. 
Conze,  vice  chairman.  "We're  putting 
our  stars  in  bigger  positions,"  says 
Macomber.  Adds  Brooks:  "We  haven't 


failed  to  work  out  a  problem,  yet." 

The  new  committee  system  draws 
heavily  on  Macomber's  European  ex- 
perience. "It  amounts  to  open  and 
frank  participatory  management," 
says  Macomber.  He  compares  it  to  the 
European  approach,  where  compa- 
nies are  frequently  nm  by  an  operat- 
ing board  under  a  supervisory  board. 
Although  the  company  denies  it, 
the  new  committee  rule  seems  to 
strip  Chairman  John  Brooks,  59,  of 
much  of  his  remaining  authority. 
Brooks  made  his  mark  as  a  marketing 
man.  In  the  Fifties  he  made  two  Cel- 
anese products  household  words:  the 
triacetate  fiber,  Amel,  and  the  polyest- 
er fiber,  Fortrel.  But  except  in  the 
boom  year  1974,  he  could  never  lift 
Celanese's  mediocre  profitability.  Last 
year  it  earned  only  3%  on  sales,  6.8% 
on  common  equity. 

Obstacle  Course 

In  fairness  to  Brooks,  it  must  be 
said  that  he  acquired  a  difficult  situa- 
tion. His  predecessor,  Chairman  Har- 
old Blancke,  had  diversified  widely 
but  not  well  and  had  saddled  the 
company  with  a  heavy  load  of  debt. 

Macomber  helped  Brooks  unload  a 
British  Columbia  paper  mill  that  was 
suffering  spectacular  losses.  They  also 
got  out  of  ventures  into  Sicilian  pulp 
and  paperboard,  British  paints  and 
Dutch  petrochemicals.  But  they  paid 
a  heavy  price,  as  Brooks  freely  con- 


Consultant  John  Macomber  worked 
with  nearly  every  division 
at  the  Celanese  Corp.  before 
becoming  president  in  1973. 
From  now  on,  says  Macomber, 
the  powerful  new  management 
committee  "won't  accept 
any  surprises  of  the 
type  we've  had  in  the  past." 


cedes:  "Some  $222  million  in  write- 
offs for  a  company  with  shareholders' 
equity  of  $700  million." 

Celanese  is  now  in  far  better  finan- 
cial shape.  It  has  $146  million  in 
cash,  with  long-term  debt  down  to 
$441  million  from  a  high  of  $673  mil- 
lion. But  severe  problems  remain. 

Having  failed  at— or  possibly  be- 
cause of— diversity,  Celanese'  new  rul- 
ing ^sextet  is  putting  its  bets  on  con- 
centration. The  company's  greatest 
strength  is  its  industrial  chemicals 
business;  it  provided  78%  of  profits  for 
divisions  in  the  black  last  year  on  only 
21%  of  sales.  "We're  shifting  capital 
spending  toward  chemicals,"  says  Ma- 
comber. By  fall,  Celanese  may  equal 
world  leader  du  Pont  in  the  produc- 
tion of  methanol  (wood  alcohol), 
used  in  products  ranging  from  for- 
maldehy<Je   to   aspirin   to   herbicides. 

That  still  leaves  Celanese's  weak- 
ness—fibers, $1.1  billion  or  59%  of 
sales,  only  21%  of  net  income  for  units 
making  money.  Only  fibers  now  looks 
somewhat  sti'onger  than  formerly.  By 
closing  plants  and  dropping  product 
lines,  Celanese  "has  made  that  old 
firehorse  acetate  profitable  again"— so 
profitable  that  for  a  time  earlier  this 
year  some  analysts  began  to  imagine 
it  might  nearly  double  its  earnings  to 
$6.25  a  share  in  1976.  But  that  was 
before  a  switch  by  the  fashion  indus- 
try away  from  doubleknit  fabrics  for 
women's  clothes  sent  polyester  fila- 
ment prices  plunging.  Celanese  earned 
a  healthy  $1.67  in  1976's  first  quarter, 
but  only  $1.55  in  the  second. 

Celanese  sees  the  shakeout  reflect- 
ing a  fundamental  change  in  the  mar- 
ketplace, not  a  passing  summer  ma- 
laise. But  it  believes  it  will  survive 
the  way  it  did  during  a  similar  shake- 
out  in  polyester  staple  in  the  last  de- 
cade. In  other  words,  it  is  betting 
that  fibers  will  come  back. 

But  fibers  isn't  the  only  weak  spot. 
In  plastics  and  coatings,  Celanese  lost 
$1.11  a  share  last  year,  and  they  prob- 
ably will  be  only  marginally  profit- 
able this  year.  Celanese  hopes  indus- 
trial sales  of  filament  for  tire  cord 
and  sewing  thread  will  help,  but 
these,  too,  are  supercompetitive. 

Obviously,  therefore,  Celanese  re- 
mains a  weak  sister  in  the  profitable 
but  roughly  competitive  chemical  in- 
dustry. Even  with  a  healthy  cash  flow 
from  depreciation  and  amortization 
last  year  ($177  million)  and  its  hefty 
cash  balances,  without  much  higher 
profits  the  company  will  be  hard  put 
to  find  the  kind  of  money  needed  to 
keep  up  in  this  capital-intensive  in- 
dustry: Celane.se  plans  a  huge  $240 
million  capital  spending  this  year. 

Celanese  was  run  by  a  three-man 
"corporate  office."  Can  six  bosses  do 
better  than   three?  Time  will   tell.   ■ 
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Pack  up  your  troubles 
in  aluminum  foil 
andsmile,smile,smile. 


What  do  you  do  when  a  weed  you  just 
can't  identify  suddenly  starts  taking  over 
your  lawn? 

(Would you  recognize  chickweed?  hen- 
bit?  sheep  sorrel?) 

Best  thing  to  do  is  enlist  the  help  of  some- 
body who  knows  weeds,  and  can  help  iden- 
tify yours.  Like  the  people  of  O.M.  Scott. 

Scotts,  the  lawn  company  of  ITT,  has  a 
weed  identification  service  that's  free. 

Just  wrap  up  your  problem  weed,  or 
pesky  unwanted  grass,  in  a  piece  of  alumi- 


num foil.  Then  mail  it  to:  O.M.  Scott,  Marys- 
viUe,  Ohio  43040. 

Last  year  Scotts  helped  over  170,000 
people  with  weed  questions  get  the  best  of 
their  pests. 

"They've  been  helping  Americans  grow 
things  for  over  a  century.  Not  just  providing 
seeds,  fertilizers  and  weed  control,  but  acres 
of  good  advice  too. 

And  lots  of  smiles. 

The  best  ideas  aure  the    I  '  I ''  I ' 

ideas  that  help  people.  JL-L-Ji- 


International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  NY  10022. 


"With  distributed 

processing,weVe 

improved  our 

office  and 

warehouse 

productivity  by 

30%  atWilson? 


Wilson's  Phillip  I).  Mattlu 


In  othei' 


Office  and  warehouse  productivity  rose 
30%  across  Wilson's  nationwide  distribu- 
tion facilities,  while  customer  service  was 
significantly  enhanced. 

These  are  among  the  gains  the  Wilson 
Sporting  Goods  Co.,  a  division  of  PepsiCo, 
has  realized  through  distributed  process- 
ing. An  IBM  3790  Communication  System 
links  Wilson's  newly  streamlined  distribu- 
tion network. 

"The  time  required  to  process  and  ship 
orders  has  been  almost  cut  in  half,"  says 
Phillip  D.  Matthews,  vice  president,  dis- 
tribution. "We've  reduced  backordering  by 
25%— now  nine  out  of  ten  items  are  filled 
on  demand  without  backordering." 

"In  addition,"  Mr.  Matthews  adds,  "in- 
ventories have  been  reduced  by  $10  million. 
And  that  led  the  way  to  a  substantial  in- 
crease in  cash  flow  and  a  reduction  in  re- 
quired working  capital'.' 

In  a  distributed  processing  system  like 
the  3790,  the  workload  is  shared  between 
the  central  computer  and  smaller  units, 
called  controllers,  which  act  as  small  proces- 
sors. Each  controller  serves  a  cluster  of 
terminals  at  operating  departments  or  re- 
mote locations. 

25  local  computing  centers 

Wilson  is  both  a  manufacturer  and  dis- 
tributor of  sporting  goods,  with  one  of  the 
broadest  lines  in  the  industry.  At  21  sales 
offices  and  4  regional  distribution  centers, 
IBM  terminals  and  printers  are  online  to 
local  controllers. 

Typically,  after  an  order  is  entered  at  a 


ITEMS  FILLED 
WITHOUT  BACKORDERING 


sales  office,  it  is  transmitted  via  Wilson's 
IBM  System/370  Model  158  computer  in 
Chicago  to  a  regional  distribution  center, 

where  it  is  filled 
and  shipped.  The 
system  constantly 
updates  company- 
wide  data,  with  all 
sales  offices  get- 
ting order  and  in- 
ventory reports 
overnight.    Cus- 


Before 
distributed 
processing 


After 
distributed 

processing 


72% 


90% 


tomer  inquiries  as  to  order  status  can  be 
swiftly  answered,  usually  in  minutes. 

Matching  output  with  demand 

"The  system  has  made  possible  much 
closer  coordination  between  manufacturing 
and  sales,"  says  Mr.  Matthews.  "In  fact, 
throughout  the  company  the  3790  has  im- 
proved our  flexibility  and  ability  to  respond 
to  change." 

The  3790  runs  under  Systems  Network 
Architecture  (SNA),  an  advanced  IBM 
teleprocessing  structure  that  unifies  com- 
munications networks  for  greater  ef- 
ficiency and  easier  growth. 

Distributed  processing  through  the 
3790  is  just  one  way  IBM  systems  extend 
the  power  of  the  computer  to  people  who 
need  it.  For  more  information,  call  your 
IBM  Data  Processing  Division  marketing 
representative.  Or  write  for  "Distributed 
Processing:  The  Business  Benefits"  to  IBM 
Corp.,  Dept.  83F,  1133 
Westchester  Ave.,  White 
Plains,  N.Y.  10604. 


IBK 

Data  Processing  Division 


ords,  results 


*  American  Chic  is  the 

Country  Cousin^^ilo  came 
to  the  city  the  drop-in 
guest  who  stayed 
for  a  candlelight  dinner." 


Photo  by  Eddie  Adams 


'It  has  drifted  in  from  gold  mines  and  cattle  ranges,  from  wharves,  barracks 
and  boiler  rooms.  It  is  fluid,  soft,  supple,  slithery,  sexy  and  unstuffy." 


For  all  its  newfound  authority,  American 
fashion  is  still  a  twelve  billion  dollar  cot- 
tage industry.  Its  normal  condition  is 
chaos,  further  enlivened  by  conspiracy, 
espionage  and  piracy.  It's  a  volatile  world, 
all  tips  and  no  iceberg. 

But  in  its  determination  to  make  the 
world  make  sense,  even  to  a  man  who 
doesn't  know  Lauren  from  Laurent,  TIME 

The  Weekly 


stopped  the  whirlwind  in  a  recent  cover 
story,  named  names,  analyzed  trends,  put 
things  into  perspective,  tied  up  loose  enas. 

It's  one  of  the  things  people  trust  TIME 
to  do:  find  a  particularly  lively  corner  of  the 
current  scene,  and  hold  the  rush  of  events 
steady  so  you  can  have  a  good  long  look. 

You  know  what  TIME  does.  And  reading 
it  every  week  reminds  you  how  well. 

Newsmagazine 


Faces  Behind  the  Figures 


IXIefv  Definition 
Of  Economy 

Beware  of  liberal  Democrats  who 
talk  about  smaller  government  and 
lower  taxes.  That  seems  to  be  the  les- 
son from  California,  which  just  closed 
its  books  on  Edmund  G.  Brown  Jr/s 
first  year  as  governor.  Brown  says  he's 
against  big  government.  The  early  es- 
timates are  that  state  spending  for  the 
year  was  up  16%. 

Thus  did  Brown  deliver  on  his 
pledge  to  hold  spending  down  to  a 
5.9%  increase.  It  wasn't  our  fault, 
Brown  aides  now  explain:  Medical 
programs  cost  more  than  expected; 
inflation  was  running  6%;  the  legisla- 
ture spent  more  money  on  schools  and 
property  tax  relief  than  Brown  want- 
ed. No,  his  staff  concedes.  Brown 
didn't  risk  any  of  his  phenomenal  pop- 
ularity on  bruising  veto  battles,  pohti- 
cal  realities  being  what  they  are.  And 
besides,  by  then  the  media  hype  had 
established  Brown  as  a  new-style  fis- 
cal conservative  and  the  governor  was 
on  his  way  to  a  string  of  impressive 
Democratic  primary  performances. 

Truth  to  tell,  it's  not  only  as  a  fiscal 
conservative    that    Brown's    image    is 


vulnerable.  Much  is  made  of  his  Spar- 
tan living  arrangements  in  Sacramen- 
to, where  he  rents  a  modest  apart- 
ment while  spurning  the  $1.2-million 
mansion  predecessor  Ronald  Reagan 
built.  Less  is  made  of  Brown's 
$100,000  hideaway  in  one  of  Los  An- 
geles' glamorous  canyons.  Brown 
flaunts  the  modest  state  Plymouth  he 
drives;  he's  quiet  about  his  custom- 
made  suits  and  monogrammed  shirts. 

Brown  talks  about  the  need  to  con- 
serve fast-dwindling  resources  on 
Spaceship  Earth,  yet  dispensed  Cal- 
ifornia's financial  resources  freely  as 
secretary  of  state.  While  bidding  for 
the  presidential  nomination,  he  heart- 
ily supported  such  big-ticket  govern- 
ment proposals  as  national  health  in- 
surance and  the  Humphrey-Hawkins 
full  employment  bill.  And  he  happily 
spent  $100,000  in  federal  matching 
funds  on  a  last  hurrah  teleivison 
speech  after  Carter  was  already  as- 
sured of  the  Democratic  nomination. 

Brown  is  still  talking  economy.  Said 
he  recently  of  his  1976-77  fiscal  year 
budget:  "This  is  a  budget  for  an  era 
of  limits  .  .  .  increased  spending  of 
only  6.3%.  .  .  ."  But  you  can't  fool  all 
of  the  people  all  of  the  time." 


Governor  Brown 


We^e  Got  Ours 

There's  more  to  the  newly  formed 
British  National  Oil  Corp.  than  sim- 
ply the  ruling  Labor  party's  doctri- 
naire socialism.  "This  is  a  policy 
geared  to  the  real  world,"  argues  its 
chairman,  Lord  Kearton,  who  retired 
from  private  business  last  year  after 
rebuilding  the  once-ailing  Courtaulds 
textiles  empire  in  his  11  years  as  top 
man.  Neither  the  marketplace  nor 
international  energy-sharing  agree- 
ments will  safeguard  British  interests, 
Kearton  feels.  Thus,  the  British  gov- 
ernment will  have  to  control  where 
and  to  whom  its  oil  goes  in  the  next 
decade,  when  it  is  energy-rich  and 
while  other  nations— including  Brit- 
ain's Common  Market  partners— are  in 
energy  need. 

BNOC  was  set  up  earlier  this  year 
to  control  51%  of  Britain's  North  Sea 
oil  production,  which  should  hit  2 
million  barrels  a  day  in  1980  and  3 
million  a  few  years  later— ranking 
Britain  with  Kuwait  as  an  oil  pro- 
ducer. But  Britain  is  too  poor  and 
debt-ridden  to  buy  outright  51%  of 
the  North  Sea  leases  being  developed. 
Instead,  it  is  asking  for  an  entitle- 
ment to  buy  51%  of  the  oil  at  mar- 
ket price.  In  effect,  the  government 


won't  really  own  the  oil,  but  will  have 
the  final  say  as  to  where  it  goes— 
and  how. 

The  oil  companies,  having  made 
the  investments  and  borne  the  risk, 
are  not  happy.  But  Kearton,  tall,  slim 


Kearton  of  BNOC 


and  sharp-witted  at  65,  believes  that 
more  government  participation  in 
business  is  "inevitable."  During  the 
1973  oil  embargo,  he  says,  then 
Prime  Minister  Edward  Heath  was 
dismayed  to  find  that  Britain  held  no 
special  status  in  the  allocation  of  oil. 
"Heath  found  that  British  Petroleum 
[though  48%  government-owned]  was 
not  a  national  company  but  an  in- 
ternational one.  No  government  could 
live  if  in  another  oil  crisis  it  had  to 
say,  'What  happens  to  the  oil  is  be- 
yond our  control.' " 

Kearton  is  far  from  alone  in  think- 
ing that  governments  must  control  the 
oil  trade.  After  the  last  embargo, 
even  free-enterprise  Germany  set 
about  the  expensive  business  of  cre- 
ating a  state  oil  company.  But  the 
reason  was  not  that  the  oil  companies 
are  too  big  or  too  greedy.  The  reason 
is  that  the  oil  companies  are  inter- 
national, independent.  They  serve 
customers  internationally  with  less  re- 
gard to  the  narrow  interests  of  any 
single  customer.  By  coming  increas- 
ingly into  the  hands  of  government, 
the  oil  business  becomes  a  national- 
istic business,  and  for  the  world  econ- 
omy at  large,  that  probably  repre- 
sents a  decisive  and  ultimately  dan- 
gerous step  backward.   ■ 
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Faces  Behind  the  Figures 
Breadbasket? 

If  the  l^S.  is  uneasy  over  its  de- 
pendeiK ;.  upon  foreign  oil,  that's 
nothinrr  beside  the  uneasiness  the 
Arab — the  Guif  Arabs  in  particular- 
fee!  over  their  dependence  upon  im- 
ported food.  You  can't,  after  all, 
raise  wheat  or  meat  on  dry  sand. 
That's  one  reason  Gaafar  Mohamed 
Nimeiri,  46,  president  of  the  Demo- 
cratic Republic  of  the  Sudan,  has 
high  hopes  that  his  plans  for  making 
the  Sudan  the  breadbasket  of  the 
Arab  world  are  not  just  a  wild  dream. 
Nimeiri  was  here  promoting  the 
dream  when  forces  loyal  to  him  put 
down  a  coup  d'etat  Nimeiri  claims 
was  sponsored  by  Libya's  wild-eyed 
dictator  Muammar  el  Qaddafi. 

The  largest  country  in  Africa,  with 
a  land  area  a  third  the  size  of  the 
U.S.,  the  Sudan  may  well  have  the 
greatest  agricultural  potential  of  any 
underdeveloped  country  in  the  world. 
"We  have,"  Nimeiri  says,  "200  mil- 
lion acres  of  arable  land,  ready  to 
use.  Up  to  now,  however,  we've 
used  only  about  9%  of  it,  or  around 
17  million  acres." 

Nimeiri's  ten-year,  $6-biIlion  de- 
velopment plan  calls  for  increasing 
agricultural    production    by    80%,    so 


that  by  1985  the  Sudan  will  be  able 
to  provide  40%  of  the  Middle  East's 
food  supplies.  Last  May,  13  Arab 
League  states  created  the  Arab  Au- 
thority for  Agricultural  Investment 
&  Development  for  the  express  pur- 
pose of  realizing  the  Sudan's  agri- 
cultural potential,  and  they've  already 
contributed  90%  of  the  $517.5  millioVi 
they  pledged  to  get  the  authority 
started. 

A  former  Sudanese  aiTny  officer 
who  trained  for  a  time  in  the  U.S., 
Nimeiri  seized  power  in  1969  and 
has  held  onto  it  ever  since.  Nimeiri's 
policy  of  conciliation  has  largely 
ended  the  civil  war  between  the 
more  advanced  Arab  north  and  the 
poor  black  south,  and  he  sees  the 
Sudan's  agricultural  development  as 
yet  another  means  of  binding  up  the 
nation's  wounds. 

Like  most  Arabs,  Nimeiri  pro- 
claims himself  a  socialist,  but  he 
came  to  the  U.S.  to  interest  U.S.  busi- 
nessmen. He  talks  of  "tripartite  cor- 
porations"—Arab  money,  Sudanese 
potential  and  U.S.  knowhow.  "Arab 
investors  will  come,"  he  says,  "if  they 
are  sure  that  somebody  is  going  to 
use  their  money  effectively." 

The  Sudan  already  has  inter- 
ested one  U.S.   corporation,  Phoenix, 


Gaafar  Nimeiri 

Ariz.-headquartered  Arizona-Colora- 
do Land  &  Cattle,  which  is  involved  in 
a  1.2-million-acre  cattle  development 
project  in  partnership  with  Saudi 
Arabian  money.  Other  American 
businessmen  may  be  more  hesitant, 
however.  They  haven't  forgotten  that 
it  was  in  the  Sudan  where  a  U.S. 
ambassador  was  brutally  assassinated 
on  Mar.  2,  1973  and  that  the  assassins 
were  in  effect  set  free  by  Nimeiri's 
government.   ■ 


Leverage  Does  It 

"My  past  experience,"  says  Charles 
Rubenstein,  "has  proved  that  when 
you  find  a  lot  of  people  getting  out  of 
a  business,  that's  the  time  to  get  in. 
Particularly  if  it's  basic."  And  partic- 


Rubenstein  of  Century  Brass 


ularly  if  you  can  swing  a  highly  le- 
veraged deal.  Rubenstein,  59,  led  a 
group  of  25  investors  who  last  April 
bought  Scovill  Manufacturing's  Con- 
necticut-based brass  business.  He  now 
heads  the  new  company,  renamed 
Century  Brass  Products  Inc. 

The  cyclical  brass  operation,  which 
includes  the  oldest  brass  mill  in  the 
country,  had  been  a  drag  on  Scovill 
for  years— especially  since  Scovill  had 
been  seeking  glamour  in  the  consumer 
and  housing  markets.  When  brass,  an 
alloy  of  copper  and  zinc,  crashed  in 
1974,  Scovill  was  ready  to  sell,  even 
at  a  big  discount  from  the  $75-million 
book  value  of  the  assets.  Rubenstein, 
a  big,  friendly  man  who  had  made 
himself  a  millionaire  dealing  in  scrap 
metal,  wanted  in.  Final  price:  $30 
million. 

The  deal  was  beautifully  leveraged. 
Of  the  $30  million,  $18  million  came 
from  assuming  an  unfunded  pension 
fund  liability  Scovill  owed  its  union, 
payable  over  30  years.  Mortgage  fi- 
nancing for  plant  and  equipment  con- 
tributed another  $10  million,  all  of 
which  was  guaranteed  by  the  job-con- 
scious state  of  Connecticut.  The  in- 
vestors  put   up   equity   of   only   $7.5 


million— barely  10%  of  book  value.  To- 
tal financing  (including  the  pension 
liability)  adds  up  to  $35.5  million, 
$5.5  million  of  which  will  be  used 
for  operating  capital.  So  where  Sco- 
vill was  hard  pressed  to  make  money, 
Rubenstein's  group  stands  to  make  a 
tidy  return  on  its  investment. 

To  top  it  off,  Rubenstein  negotiated 
a  three-year  standstill  contract  with 
labor.  But  he  thinks  the  brass  business 
is  getting  more  profitable  anyway. 
Number  one,  he  argues,  overcapacity 
has  shaken  out;  several  big  plants 
have  shut  down  permanently.  Num- 
ber two,  demand  for  copper-based 
products  is  up.  "People  are  substitut- 
ing aluminum  and  plastic  for  copper 
alloys  less  than  before,  both  for  quali- 
ty and  cost  reasons,"  he  says. 

"We're  going  to  have  peaks  and 
valleys  as  long  as  we  live,"  Rubenstein 
concedes.  "But  brass  is  going  to  in- 
crease in  usage  every  year— not  as 
dramatically  as  some  of  the  newer, 
exotic  metals,  perhaps.  Brass  is  basic, 
it's  firm." 

He  concludes:  "One  man's  waste  is 
another  man's  work."  Especially  at 
the  right  price— and  given  the  right 
financing.     ■ 
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Watkins  of  Aetna 


Who  Pays? 

Everyone  knows  that  malpractice 
suits  filed  against  doctors  have 
boomed  over  the  past  decade,  nearly 
tripling  to  an  estimated  30,000  ac- 
tions this  year,  but  look  what  has  hap- 
pened to  product  liability  cases: 
They've  leaped  tenfold  in  the  same 
period  to  an  estimated  million  law- 
suits this  year.  "Product  liability 
litigation,"  warns  President  Frederick 
D.  Watkins  of  Aetna  Insurance  Co., 
the  property  and  casualty  arm  of 
$2.39-billion  Connecticut  General  In- 
surance, "could  rip  our  industry 
apart  and  wreak  havoc  with  the 
economy." 

Watkins  cites  a  recent  case  where 
a  worker  lost  part  of  his  hand  using 
a  bench  saw  built  29  years  earlier 
for  the  Navy  and  later  rebuilt  with 
its  original  blade  guard  removed.  The 
worker  testified  he  knew  the  saw  was 
dangerous  without  a  blade  guard. 
Still,  the  jury  found  the  manufac- 
turer liable  for  $50,000  because  the 
saw  carried  no  warning  that  it  was  a 
dangerous  tool  and  that  the  blade 
guard  should  not  be  removed.  A  re- 
cent survey  of  mechanical  power 
press  builders  showed  that  nearly 
half  their  lawsuits  involved  machines 
over  20  years  old. 

What's  needed,  Watkins  argues,  is  a 


stricter  statute  of  limitations  in  prod- 
uct liability  cases:  "If  a  machine 
were  truly  dangerous,  mishaps  would 
begin  occurring  within  the  first  few 
years."  He  would  like  to  see  product 
designs  certified  by  governmental  or 
independent  professional  groups  and, 
once  certified,  freed  from  liability.  He 
would  also  like  to  see  a  ceiling  on 
the  often  astronomical  "pain  and  suf- 
fering" awards  (unique  to  the  U.S.) 
by  tying  them  to  a  multiple  of  the 
demonstrated  economic  loss.  And  he 
urges  a  sliding  scale  for  plaintiff^  legal 
contingency  fees  so  the  larger  the  set- 
tlement the  smaller  the  lawyer's  per- 
centage. He  would  even  like  to  see 
the  plaintiff  made  responsible  for  the 
legal  expenses  of  the  defense  in  an 
unsuccessful  suit. 

Wouldn't  that  discourage  poor  peo- 
ple from  suing  companies?  "They'd 
have  to  be  darn  sure  they  were  right," 
Watkins  conceded.  "But  the  great 
majority  of  these  cases  are  financed 
by  lawyers  hoping  to  get  something 
on  a  contingency-fee  basis." 

So,  you  could  say  that  Watkins' 
argument  is  self-serving.  But  in  the 
end,  it  isn't  the  insurance  company 
or  the  manufacturer  who  pays  for  this 
surge  in  litigation.  It's  the  public,  be- 
cause the  costs  of  insurance  and  ex- 
cessive jury  awards  end  up  in  higher 
coverage  rates.   ■ 


Opportunity  Knocks 

In  the  old  days,  if  you  bought  a 
car  that  turned  out  to  be  a  lemon  or* 
an  oven  that  wouldn't  heat,  you  might 
still  have  to  pay  the  bill  if  the  mer- 
chant sold  your  lOU  to  a  bank.  But 
a  Federal  Trade  Commission  ruling 
effective  in  May  has  changed  the 
rules.  Now,  the  bank  can't  enforce  its 
claim  if  the  goods  financed  are  faulty. 
The  bank  must  pressure  the  retailer 
—or  take  the  loss  itself. 

C.  Herman  Terry,  58,  president  of 
Jacksonville,  Fla.'s  tiny  Dependable 
Insuranoe,  has  come  up  with  a  neat 
scheme  to  protect  lenders  from  un- 
collectable  debts  incurred  in  financ- 
ing   the    seller's    faulty    merchandise. 

In  three  weeks,  Terry  signed  up 
seven  clients,  now  has  a  "firm  inter- 
est" from  75,  and  has  attracted  the 
competitive  interest  of  a  slew  of  larg- 
er competitors.  "The  insurance  de- 
partments in  Florida  and  Georgia  had 
so  many  requests  from  other  insurers 
for  copies  of  the  policy,"  Terry  says, 
"that  they  left  it  sitting  out  on  the 
desk.    And    auto    dealers    are    asking 
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for  it  to  give  to  their  banks." 

Terry  is  a  man  who  knows  an  op- 
portunity when  he  sees  one.  When 
Atlantic  Discount  was  sold  to  the  First 
Amtenn  Corp.  three  years  ago,  the 
Federal  Reserve  ordered  the  insurance 
operations  divested,  and  Terry,  who 
had     run     them     ever     since     1959, 

Terry  of  Dependable  Insurance 
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bought  them  and  formed  a  holding 
company,  which  now  has  assets  of 
$15  million.  Licensed  in  12  states. 
Dependable  alone  has  assets  of  $12 
million,  which  is  peanuts  by  insur- 
ance industry  standards.  But  though 
he  still  owes  close  to  $3  million  to 
the  bank— more  than  half  the  pur- 
chase price— Terry  should  earn  about 
$800,000  after  taxes  this  year  on  his 
$5-million  investment. 

Dependable  is  opening  up  a  market 
that  could  be  vast.  Banks  are  eager 
for  consumer  receivables,  but  only  if 
they  can  get  insuraiice  against  the  fly- 
by-nights  among  retailers  and  manu- 
facturers. But  what  of  the  risks?  Will 
bankers  take  on  riskier  customers  once 
they  can  get  insurance?  Will  con- 
sumers be  quicker  to  find  fault  with 
goods  if  they  know  they  can  stick  it  to 
the  insurance  companies?  By  entering 
the  market  first,  is  Teny  simply  paying 
the  tuition  for  the  big  boys?  Says  he: 
"The  way  the  policy's  written,  the  risk 
is  not  inordinate.  Before  the  bank  can 
collect  from  us,  it  must  use  all  possi- 
ble means  short  of  a  lawsuit  to  col- 
lect from  the  dealer."  ■ 
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Big  new  job 
in  San  Francisco 


Sell  old  house 
in  Rye. 


Wife  with 
Mom  and  Dad  in 
Schenectady. 


Furniture 
somewhere  in 
Iowa. 


Where  will 
the  kids  go  to  school? 


Where  am  I? 


Where 
will  we  live? 


Don't  let  a  transfer  do  bad  things 

to  a  good  man's  head. 


Ojai,  Califomia? 

Last  week  he  could  hardly  say  it. 
Next  week  he's  got  to  go  there  and  live. 
Along  with  his  wife,  two  children,  and 
a  houseful  of  fumiture. 

Let  us  help.  Well  buy  and  sell  his 
old  home,  find  a  new  one  he  and  his 
family  really  like,  even  move  them 


there.  We  cover  everything. 

We're  people  who  care  about 
your  people. 

Backed  by  a  national  network  of 
Counseling  Centers,  video  taped  area 
tours,  and  systems  for  time  and  cost 
control  that  we'd  like  to  show  you. 

Write  or  call  John  Rowell, 


Homequity/Homerica,  Wilton, 
Connecticut  06897  (203)  762-862  L 
We'll  keep  your  next  transfer  from 
going  bad,  and  that's  good  business. 

lt£REl€QniON 

MANAGERS 

Homequity/Homerica 

A  PETERSON,  HOWEU.  &  HEATHER  COMPANY 
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Forbes 


Money  And  Investments 


The  Economy 


Water,  Water,  Everywhere 


Running  a  balanced  economy  that  shows  sustainable 
growth  without  high  unemployment  or  excess  inflation  is  an 
ideal  that  is  not  easily  attainable.  Has  it  ever  been  a  real- 
ity in  modern  times?  Probably  not.  But  that  is  the  goal, 
nevertheless,  of  all  economic  policy  officials  and  indeed 
is  the  basic  aim  of  the  Employment  Act  of  1946  and  the 
Economic  Stabilization  Act  of  1970. 

Reaching  balance  is  a  fine  art.  It  involves  jug- 
gling stimulating  forces  with  restraining  forces.  Sometimes 
it  is  necessary  to  shift  back  and  forth.  We  don't  mean 
those  weekly  changes  in  monetary  statistics  that  the  bond 
and  stock  traders  worship,  but  the  far  more  important  ba- 
sic swings  in  long-range  goals  set  by  the  Federal  Reserve, 
the  President's  Council  of  Economic  Advisers  and  con- 
gressional planners. 

Economic  recoveries  can  get  a  start  without  outside 
help.  But  the  prospects  of  rebound  are  much  better  if 
tax  cuts,  government  spending  and  credit  expansion  are 
used  to  stimulate  activity.  Then  as  the  economy  picks  up 
steam,  it  becomes  necessary  to  reverse  external  pressures 
and  to  restrain  the  accelerating  trend  of  business.  Neither 
stimulation  nor  restraint  can  be  done  with  a  heavy  hand. 
Too  much  credit  ease  would  give  consumers  and  busi- 
nessmen so  much  buying  power  and  demand  for  goods 
that  inflation  would  return  quickly— worse  than  before. 
And  too  much  tightening  would  turn  an  incipient  busi- 
ness expansion  quite  quickly  into  the  next  recession. 

At  the  moment,  there  is  little  need  for  anyone  to  give 
economic  activity  an  upward  push  because  there  is  plenty 
of  money  around.  In  fact,  all  sectors  of  the  economy  are 
awash  with  hquidity.  The  individual  has  plenty  of  savings. 
The  businessman  has  paid  off  debt,  has  accumulated  mon- 
ey-market investments  and  is  generally  in  good  financial 
shape.  The  financial  institutions  that  lend  to  businessmen 


and  consumers  are  also  well  heeled. 

The  trick  now  is  to  get  this  liquidity  soaked  up  at  a 
moderate  pace,  so  that  as  the  economy  moves  toward 
prosperity,  the  cash  that  had  been  sloshing  around  now 
starts  to  become  a  little  scarce  and  holds  back  spending 
and  financing. 

One  of  the  key  elements  in  the  forthcoming  shift  from 
plentiful  liquidity  to  a  somewhat  tighter  situation  is  the 
size  and  timing  of  business  tax  payments.  Right  now  cor- 
porations have  been  surprising  the  financial  world  by 
their  apparent  independence  from  the  financial  sector. 
They  are  not  borrowing  from  banks  nor  selling  commer- 
cial paper.  They  have  been  selling  large  amounts  of  bonds, 
but  this  is  being  done  in  anticipation  of  future  cash  needs. 

Corporations  as  a  whole  are  far  from  short  of  cash.  They 
are  benefiting  from  high  profits  and  additionally  from  tax 
rules  that  permit  them  to  defer  payments  for  a  while 
{see  chart). 

Government  agencies  indicate  that  as  much  as  $15  bil- 
hon  may  be  underpaid  in  1976  and  then  overpaid  in  early 
1977.  It  is  easy  to  understand  why  banks  and  other  lend- 
ers are  experiencing  slack  demand  from  potential  cor- 
porate borrowers. 

Come  next  March,  corporations  should  begin  to  need 
cash.  They  will  have  spent  some  of  it  for  building  inven- 
tories. They  will  be  in  the  early,  expensive  stages  of  plant 
and  equipment  expansion.  At  that  very  time,  they  will 
have  to  turn  over  a  big  chunk  of  money  to  the  Govern- 
ment. Then,  and  not  until  then,  will  the  business  world 
start  courting  the  bankers  again. 

Next  March,  then,  is  about  when  credit  should  start 
to  feel  tighter  and  stimulation  should  turn  into  restraint. 
Until  then,  money  will  be  readily  available  and  interest 
rates  relatively  slack.  ■ 


O 
Mi 

a 

-J 
< 

z 
o 

< 


I 


170 
160 

150 

140 

130 

120 

110 

100 

90 

80 


Corporate  Cash  Bonanza 

Tax  Payment  Lag  Aids  1976  Liquidity 
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Corporations  are  able  to 
finance  an  estimated  $12 
billion  to  $15  billion  of  this 
year's  cash  needs  by  follow- 
ing the  tax  rules  and  mak- 
ing quarterly  payments 
against  1976  taxes  on.the 
basis  of  actual  1975  tax 
liability.  Since  1976  earn- 
ings coi'ld  be  about  30% 
greater  than  those  of  last 
year,  the  tax  bill  should  be 
about  30%  greater.  But  pay- 
ments on  the  basis  of  last 
year's  final  results  permit 
deferral  of  considerable 
cash  until  March  1977 
(when  half  of  the  underpay- 
ment is  due)  and  June  1977 
(when  the  remaining  half 
is  due). 

Add  that  money  to  this 
year's  greatly  improved 
earnings  and  you  have  the 
prospect  of  a  very  nice 
cash  buildup  on  the  part 
of  business. 


1974 


1975 


1976 


1977 
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The  Bond  c.  .apita 


7%  By  Christmas? 


By  Ben  Weberman 


■  W  ack  in  Februaiy,  I  predicted  that 
long-term,  high-quality  bonds  would 
be  yielding  7%  or  less  by  the  end  of 
this  year.  Well,  here  it  is  August  and 
long-term  rates  are  still  in  the  8.4% 
range;  meanwhile,  the  economy  con- 
tinues to  pick  up  and  with  it  the  pro- 
spective demand  for  money.  Am  I 
ready  to  eat  crow?  Not  at  all.  I  still 
expect  long-term  interest  rates  to  drop 
substantially  before  the  end  of  1976. 

It's  not  surprising  that  long-term 
interest  rates  have  been  sticky  on  the 
downside.  The  Federal  Government 
has  been  financing  a  record  deficit— 
$70  billion.  Private  corporations, 
frightened  by  the  money  crunch  of 
1974,  have  been  borrowing  in  antici- 
pation of  future  needs— getting  it,  in 
their  view,  while  they  can.  To  me, 
the  important  thing  is  that  the  bond 
market  has  been  able  to  absorb  a 
near-record  amount  of  new  offerings 
witliout  sending  interest  rates  through 
the  roof.  The  important  thing  is  that 
the  money  is  there,  building  up  in 
savings  institutions,  life  insurance  com- 
panies, pension  funds.  The  consumer 
continues  to  save  at  a  record  rate. 
The  buildup  of  cash  continues. 

Psychology 

Unless  the  November  election  rad- 
ically changes  things,  the  prospects 
are  for  a  much  smaller  federal  deficit 
next  year  (of  course,  still  too  large) 
and  for  a  decline  in  anticipatory  bor- 
rowings by  corporations.  Meanwhile, 
there  should  be  no  diminution  in  the 
savings  flow.  The  result  will  be  that 
long-term  interest  rates  will  have  to 


come  down.  That  is,  cash  supply  will 
ovei-whelm  demand  at  current  levels. 
In  addition  to  these  market  factors, 
there  is  a  strong  psychological  ele- 
ment in  interest  rates,  especially  long- 
term  interest  rates.  It  has  to  be  this 
way.  No  one  can  see  into  the  future; 
no  one  can  know  for  sure  how  inter- 
est rates  and  inflation  will  behave  over 
the  life  of,  say,  20-year  bonds.  So,  it 
is  what  people  expect  that  influences 
interest  rates  as  much  as  what  is  tak- 
ing place  in  the  economy  at  the  mo- 
ment. If  they  expect  continued  and 
even  accelerating  inflation,  they  will 
demand  high  interest  rates  before 
committing  their  money.  If  they  ex- 
pect little  or  no  inflation,  they  will 
rush  to  get  prevailing  rates  and  drive 
yields  down  in  the  process.  I'm  not 
talking  theory.  I'm  talking  history.  Af- 
ter all,  a  generation  of  Americans 
put  their  trust  in  2.5%  government 
bonds,  and  a  generation  of  lenders  fi- 
nanced 4.5%  mortgages.  And  even 
when  inflation  became  a  predictable 
factor,  government  bonds  still  yielded 
only  4%  because  people  expected 
small  inflation,  not  big  inflation.  His- 
torically, high  yields  are  not  normal. 

Herd  Instinct 

Right  now,  inflationary  expecta- 
tions are  still  high.  A  colleague  just 
back  from  talking  with  businessmen 
all  over  the  countiy  says:  "They  are 
almost  unanimous  in  expecting  infla- 
tion to  pick  up  as  the  economy  picks 
up."  The  point  I  want  to  make  is  that 
this  attitude— as  herd  attitudes  usual- 
ly are— may  very  well  be  wrong. 

In  spite  of  the  slight  bulge  in  the 
second  and  third  quarters,  the  Ad- 
ministration is  predicting  that  infla- 
tion will  be  about  5%  this  year,  down 
from  the  5.9%  it  was  predicting  earli- 
er. For  next  year  Alan  Greenspan, 
chairman  of  the  President's  Council 
of  Economic  Advisers,  looks  for  a 
slightly  higher  rate— about  5.7%  in 
consumer  prices— as  the  economy 
moves  up  clo.ser  to  full  capacity.  In 
other  words,  even  with  expanding 
business,  the  pace  of  price  increases 


would  be  about  the  same  as  it  is  at 
this  very  moment. 

Walter  W.  Heller,  who  was  econo- 
mist to  Presidents  Kennedy  and  John- 
son, sees  no  reason  to  disagree.  For 
this  year  and  next,  he  says  that  infla- 
tion may  not  drop  much  below  4%— 
but  in  all  probability  it  won't  go  much 
higher  either. 

If  these  men  are  correct,  this  will 
be  a  favorable  development.  The  last 
time  we  had  a  boom— in  1974— infla- 
tion was  at  9%  even  without  the  oil- 
energy  effect.  A  boom  with  inflation 
under  6%  is  a  big  improvement. 

Of  course,  it  would  be  nice  if  we 
could  get  down  to  0%  inflation  next 
year,  but  that  isn't  the  way  things 
work.  It  will  take  years  to  get  infla- 
tion back  to  a  2%  level.  But  as  long  as 
the  cycle-to-cycle  inflation  peaks  de- 
cline, we  are  on  the  right  track. 

Alan  Greenspan  likens  the  current 
inflationary  situation  to  a  bouncing 
ball.  A  bouncing  ball  loses  momen- 
tum gradually.  It  doesn't  simply  drop 
straight  down  and  stay  down. 

So,  I  am  guessing  that  both  supply/ 
demand  factors  and  psychological 
factors  will  exert  downward  pressure 
on  interest  rates  by  year-end. 

There  could  be  some  brief  rate  in- 
creases between  now  and  year-end 
when  heavy  Treasury  financing  coin- 
cides with  some  big  corporate  off^er- 
ings.  But  as  these  are  absorbed,  and 
as  the  investor  (as  well  as  the  con- 
sumer and  the  businessman)  begins 
to  understand  that  long-term  infla- 
tion is  coming  down,  interest  rates, 
especially  on  long-term  bonds,  should 
start  to  descend. 

All  Bets  Off? 

What  happens  if  Carter  wins  the 
election?  Even  I'm  not  rash  enough  to 
answer  that  one  until  I  know  some- 
thing more  about  where  Carter  stands 
on  economics.  But  given  a  continua- 
tion of  currcp.t  .sensible  economic  pol- 
icies, I  would  still  predict  that  the 
top-notch  borrowers  among  you  will 
be  able  to  get  long-term  money  at  7% 
or  a  bit  more  by  Christmas.   ■ 
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Grime  Vs.  Glamour 


Kevin  Bradley  has  worked  up 
what  we  like  to  call  his  Grime-us.- 
Glamour  index.  It's  simply  the  ratio 
between  the  price  of  U.S.  Steel  and 
that  of  International  Business  Ma- 
chines. At  the  top  of  the  market  in 
1973,  it  took  18  U.S.  Steel  shares  to 
equal  one  IBM  share  (adjusted  for 
splits).  Now  the  ratio  is  only  5-to-l. 
For  Bradley  this  means  the  time  has 
come  to  shift  back  to  glamours  be- 
cause the  three-year  bull  market  in 
heavy  industry  stocks  is  about  over. 

Kevin  Bradley  is  the  man  Bache 
Halsey  Stuart  brought  in  to  upgrade 
its  research  department;  a  former 
chemical  analyst,  Bradley,  48,  had 
been  heading  research  at  F.S.  Smith- 
ers.  Bradley  thinks  that  money  man- 
agers are  already  lightening  their 
holdings  in  basic  industry  stocks  and 
switching  back  to  growth  issues. 
"Look,"  he  says,  "on  many  days  when 
the  Dow  average  is  down— the  Dow 
is  loaded  with  heavy  industry— most 
stocks  are  up." 

So  what  growth  stocks  does  Brad- 
ley recommend?  Technology  stocks 
like  IBM,  Data  General,  Burroughs 
and  Digital  Electronics  Corp.  He's 
strong  on  Eli  Lilly  (53),  which  he 
says  has  been  dropping  all  during  the 
bull  market,  and  now  shows  signs  of 
bottoming:  Last  year's  earnings  were 
$2.62;  Bradley  estimates  $2.90  in 
1976  and  $3.30  in  1977. 

But  if  you  want  real  bargains— the 
above  stocks  are  hardly  bargains— 
here  are  Bradley's  bargain-basement 
glamours: 

Avnet  (recent  price:  2132)  is  a  play 
on  semiconductors  as  the  largest  U.S. 
distributor  of  electronic  parts.  Earn- 
ings are  surging:  1975,  $1.72;  esti- 
mated 1976,  $2.25;  1977,  $2.65. 

Fairchild  Camera  &  Instrument 
(price:  49/4).  Bradley  swears  Fair- 
child's  loHg-awaited  earnings  turn- 
around hai  finallv  come.  Earnings  per 
share:  1975,  $1.94;  estimated  1976, 
$2.25  to  $3.20;  1977,  over  $6. 

Com  tech  Laboratories  (recent  bid 
price:  21/4)  makes  equipment  for  sat- 
ellite ground  stations.  Earnings  are 
going  into  orbit:  1975,  94  cents;  esti- 
mated 1976,  $1.50;  1977,  $2.20. 

Fisher  Scientific  (15^)  earned 
$1.51  in  1975;  estimated  at  least  $2 
for  1976  and  "much  higher"  in  1977. 
Fisher  makes  chemicals  and  lab 
apparatus  used  in  research— a  play 
on  increased  research. 


Envirotech  (32)  is  a  Bradley  fa- 
vorite in  pollution  controls:  fiscal  1976 
earnings,  $2.35;  estimated  fiscal  1977 
earnings,  $3.10. 

U.S.  Filter  is  a  smaller  pollution 
play  (10  on  the  Amex),  earned  $1.25 
in  1975  and  $1.60  in  1976  and  $1.90 
in  1977. 

Colhoun's  Complaint 

It's  an  old  saying  that  you  can't  argue 
with  the  stock  market,  but  Howard 
(Pete)  Colhoun,  vice  president  of  T. 
Rowe  Price  Growth  Fund,  is  very  ar- 
gumentative about  the  price  of  H  & 
R  Block,  Inc.  The  Growth  Fund  owns 
548,700  shares  of  the  tax-preparing 
firm;  it's  one  of  its  major  holdings. 
You  can't  really  say  that  the  Block 
stock  is  doing  badly.  It's  now  16  and 
has  been  as  high  as  20  this  year  after 
selling  at  just  over  5  in  1974.  But  Pete 
thinks  that  it  is  almost  scandalously 
underpriced. 

Pete  got  pretty  mad  at  Forbes  back 
in  1970  when  we  ran  a  story  suggest- 
ing that  there  wasn't  much  about 
H  &  R  Block  that  made  the  company 
worth  50-plus  times  earnings.  We 
were  right.  The  stock  subsequently 
collapsed. 

Colhoun,  however,  never  lost  the 
faith.  Colhoun  points  out  that  Block 
is  doing  much  better  now  than  it  ever 
did  when  it  was  selling  in  the  strato- 
•sphere.  Sales  were  $120  million  last 
year,  a  near  doubling  in  five  years, 
and  earnings  were  $1.80— more  than 
double. 

Moreover,  he  says,  the  onetime 
worries  about  Block's  future  have 
pretty  well  turned  out  to  be  phan- 
toms: H  &  R  Block  actually  runs  tax 
franchises  for  foraier  would-be  com- 
petitors such  as  Citicorp  and  Sears, 
Roebuck;  it  even  succeeded  in  set- 
tling a  $127-million  antitrust  suit  for 
only  $102,000. 

"Everyone  thought  those  rundown 
offices  were  bad,  but  they  were  a  sign 
of  how  uncapital-intensive  their  busi- 
ness is,"  says  Colhoun.  He  notes  the 
company  has  virtually  no  debt  and 
well  over  $50  million  in  cash.  Best  of 
all,  the  Bloch  brothers  have  not  di- 
versified. "These  are  simple  men 
who  run  a  simple  business,"  says  Col- 
houn. "I  warned  them  that  a  small 
acquisition  wouldn't  mean  anything 
and  a  big  one  would  ruin  their  pro- 
file.  So  the  cash   dividends  will  rise 


with  the  earnings.  With  pretax  earn- 
ings over  30%,  Block  is  as  dominant 
in  its  field  as  IBM  is  in  its. 

"With  all  this,"  Colhoun  laments, 
"Block  sells  at  only  eight  times  earn- 
ings for  the  fiscal  year  that  ended  in 
April." 

It's  a  funny  thing  about  these  old 
glamour  stocks.  Once  they  lose  their 
glitter,  they  rarely  seem  to  get  it  back. 
They  have  a  stale  smell  about 
them.  But  maybe  Block  will  be  the 
exception  that  proves  the  rule.  Pete 
Colhoun  sure  hopes  so. 

Priced  Too  Low 

Graham  J.  Powell,  the  suave  British 
boss  of  North  American  nonmusic  op- 
erations for  London's  EMI  Ltd.,  has 
a  problem.  He  wants  to  see  EMI's 
British  stockholders  happy  (after  all, 
they  own  most  of  the  stock),  but  he 
also  wants  to  encourage  Americans 
to  own  a  bigger  chunk  of  this  highly 
successful  entertainment  and  elec- 
tronics company  (it  owns  Capitol 
Records  among  other  things).  Trouble 
is,  EMI  is  a  penny  stock  by  Wall 
Street  standards.  Its  American  De- 
pository Receipts  fetch  about  $4  a 
share  on  the  New  York  Stock  Ex- 
change. Not  because  EMI  is  in  trou- 
ble, but  because  it  has  such  a  large 
capitalization— 94  million  shares,  vs. 
revenues  of  almost  $1  billion. 

The  British  like  their  stocks  cheap. 
"Our  investors  expect  a  split  when 
the  price  hits  the  £5  mark  [$9  at  cur- 
rent exchange],"  Powell  says.  Ameri- 
cans, however,  don't  trust  cheapies. 
At  times,  some  big  wire  houses  have 
insisted  on  written  instructions  before 
they  will  buy  such  stocks  for  their 
customers.  Likewise,  they  won't  al- 
low transactions  on  margin  for  stocks 
below  $5. 

So,  here's  a  company  that's  No. 
One  in  the  U.S.  with  those  glamorous 
body  scanners  and  brain  scanners, 
and  it's  selling  at  les:,  than  ten  times 
latest  12-month  earnings.  Powell  did 
think  of  recommending  what  Wall 
Street  used  to  call  an  "Irish  divi- 
dend" for  his  ADRs.  (That's  a  reverse 
split  where,  say,  five  old  shares  get 
you  one  new  share.)  Alas,  that 
wouldn't  work  either.  Because  of  the 
peculiarity  of  EMI's  certificates,  says 
Powell,  "we'd  have  to  get  the  con- 
sent of  every  bloody  little  stockhold- 
er." (Oh  well,  for  in\'estors  looking 
for  a  glamour  stock  at  a  low  price/ 
earnings  ratio,  EMI's  troubles  could 
be  a  blessing  in  disguise.)    ■ 
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Dullness  Is  Healthy 


By  Lucien  O.  Hooper 


prices  are  about  to  rise  enough  to 
make  the  Dow  Jones  industrials  sell 
above  their  old  record  high.  This  may 
be  a  good  time  to  point  out  that  the 
safety  factor  is  weakest  and  the  dan- 
ger factor  is  strongest  when  the  stock 
market  is  regarded  as  the  most  at- 
tractive place  to  have  your  money. 

Of  Elections  And  Grain 


'uring  the  market  deadlock,  which 
lasted  from  around  the  first  of  Feb- 
ruary to  the  last  of  June,  more  stocks 
stood  comparatively  still  than  ad- 
vanced sharply  or  declined  substan- 
tially. It  was  a  monotonous  market 
and  annoying  to  those  who  wanted 
quick  results. 

But  it  was  healthy!  There  were 
few  excesses.  While  there  were  ex- 
ceptions, for  the  most  part  stocks 
were  fairly  valued,  neither  too  high 
nor  too  low.  The  impatient  sometimes 
did  not  think  so,  but  equity  investors 
really  were  in  little  danger. 

Slow  Turnover 

Without  being  too  academic,  I 
would  like  to  point  out  some  things 
most  common  stock  traders  and  many 
investors  often  overlook.  In  the  first 
place,  most  owners  of  common  stocks 
do  not  trade.  It  would  take  four  or 
five  years  at  the  current  rate  of  trad- 
ing to  turn  over  the  ownership  of  all 
the  stocks  listed  on  the  New  York 
Stock  Exchange  even  once.  Second, 
because  so  many  people  own  com- 
mon stocks  primarily  for  appreciation 
rather  than  income,  there  always  is 
an  overemphasis  on  price  and  an  un- 
deremphasis  on  value.  Third,  the 
market  usually  is  the  most  safe  and 
the  most  healthy  when  it  is  dull,  and 
most  dangerous  when  it  is  very  active 
and  prices  are  rising  rapidly. 

Perhaps  it  is  a  good  time  to  point 
this  out.  I  suspect  that  the  market  is 
about   to   become   more   active,    and 

Mr.   Hooper  is  vice   president  of  the  NYSE  firm  of 
Thomson    &    McKinnon    Auchlncloss    Kohlmeyer    Inc. 


My  good  friend  and  contemporary. 
Ken  Ward,  recently  pointed  out  that 
51  times  in  the  past  76  years  the 
Dow  Jones  industrial  average  has 
closed  higher  on  Dec.  31  than  it 
closed  on  June  30.  Furthermore,  in 
the  most  recent  19  Presidential  elec- 
tion years  the  average  has  advanced 
15  times  and  declined  only  four  times 
from  the  end  of  June  to  the  year-end. 
The  probability  of  a  better  market  in 
the  second  half  than  in  the  first  half 
is  increased  by  the  fact  that  much  of 
the  first  half  was  not  too  vigorous. 

It  now  seems  probable,  in  spite  of 
unfavorably  dry  weather  in  some 
areas,  that  grain  crops  in  America  this 
year  again  will  be  lush.  It  also  seems 
probable  that  the  export  demand  for 
American  grain  and  soybeans  will  be 
influenced  by  short  crops  in  Europe, 
Australia  and  parts  of  Africa.  The  So- 
viet crop  picture  is  not  too  clear.  The 
present  indications  are  that  yields  will 
be  better  than  last  year,  but  not  as 
good  as  in  a  normal  season. 

Jim  Walter  Corp.  (32)  is  down 
from  a  high  of  44/4  this  year.  The 
stock  recently  has  been  under  pres- 
sure because  of  the  sudden  realiza- 
tion on  the  part  of  some  institutional 
people  that  the  new  coal  properties 
would  not  be  making  any  substantial 
contribution  to  earnings  for  three  or 
four  years.  The  present  price  of  the 
stock  gives  little  recognition  to  prob- 
able earnings  of  $3.50  a  share  this 
year  and  to  Jim  Walter's  strong  posi- 
tion in  some  more  promising  areas  of 
residential  building.  I  regard  Jim 
Walter  as  one  of  the  best  building  is- 
sues and  think  the  decline  in  the  stock 
presents  a  buying  opportunity. 

Marshall    Field    (19)    pays    $1.24 


and  probably  will  earn  around  $2.25 
to  $2.50  this  year,  depending  on  how 
the  important  fourth  quarter  devel- 
ops. The  stock,  if  held  patiently, 
may  turn  out  to  be  as  good  a  retail 
issue  as  Dayton-Hudson.  It  pays  a  re- 
spectable dividend  while  you  wait. 

Southern  Pacific  (35)  pays  $2.24 
to  ofi^er  a  return  of  6.4%.  Most  people 
do  not  realize  that  Southern  Pacific 
has  paid  a  progressively  higher  divi- 
dend every  year  since  1960;  putting 
its  dividend  record  in  the  same  class 
as  some  electric  utilities.  Southern 
Pacific  is  much  more  than  a  railroad 
because  of  its  substantial  interest  in 
pipelines,  trucking  and  real  estate.  It 
is  estimated  that  approximately  25% 
of  profits  should  come  from  nonrail- 
road  operations  in  a  normal  year. 

This  year  railroad  earnings  will  be 
substantially  better  than  in  1975  be- 
cause of  higher  rates  and  better  for- 
est products  traffic.  Forest  products 
are  important  to  Southern  Pacific  just 
as  automobile  traffic  and  coal  traffic 
are  to  Norfolk  &  Western.  With  high- 
er rail  rates  now  in  force,  1976  prof- 
its could  rise  to  around  $4  to  $4.25 
a  share  from  a  depressed  $2.81  in 
1975.  It  seems  to  me  that  Southern 
Pacific  is  behind  the  market  in  the 
rails.  It  has  not  recovered  as  much 
thus  far  as  stocks  like  Burlington 
Northern,  Union  Pacific,  Southern 
Railway    and    Seaboard    Coast    Line. 

A  Reasonable  Risk 

Amerada  Hess  (24/2)  has  been  one 
of  the  most  backward  stocks  among 
the  major  oils.  This  is  because  the 
company  has  been  hurt  more  than 
most  by  oil  industry  entitlements  and 
the  inability  of  the  Virgin  Islands  re- 
finery to  u.se  imported  oils  as  intend- 
ed. Some  of  the  company's  entitle- 
ments problems  have  been  ea.sed  and 
earnings  in  subsequent  quarters 
should  show  important  improvenuMil 
over  June  quarter  results.  For  those 
willing  to  take  a  rea.sonable  risk. 
Amerada  Hess  may  be  more  interest- 
ing than  most  oils,  particularly  in  re- 
lation to  comparative  prices.   ■ 
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Our  seivice  area's 
economic  profile: 

Industry  diversification 
Confidence  in  the  future 


*92.1%  Non-Federal  Employees 


7.9%  Federal  Employees 


The  Intermountain  West  is 
economically  healthy  and 
vigorous.  An  old  view  held  by  some 
that  a  "military  base  economy" 
is  dominant  is  not  substantiated 
by  tact.  Federal  government 
jobs  in  Utah  accounted  tor  an 
estimated  7.9%  of  Utah's  non- 
agricultural  employment  in  1975. 
That  figure  is  expected  to 
decrease  to  6.8%  by  1980.  Mean- 
v^/hile,  other  types  of  employment 
are  increasing.  And,  thanks  to  this 
well-diversified  economic  base 
and  a  highly  productive  labor 
force,  Utah's  unemployment  rate 
has  consistently  remained  below 
the  national  overage. 

So  the  new  economic  profile 
for  UP&L's  customers  is  one  of 
diversification  and  confidence  in 
the  future.  And  we  might  odd, 
Utah  Power,  with  enough  low- 
sulfur  coal  to  operate  all  its 


present  and  projected  electrical 
generating  plants  well  into  the 
21st  Century,  is  one  of  the  state's 
most  vigorous  and  confident 
industries. 


For  further  information  about 
Utah  Power,  send  in  the  coupon 
below  or  contact  your  investment 
broker. 


C.  L.  Hoskins,  Vice  President  &  Treasurer 
Utah  Power  &  Light  Company,  Dept.  F-8 
P.O.  Box  899.  Salt  Lake  City.  Utah  84110 


Please  send  latest  Annual  Report  and 
your  service  area. 

Name 


economic  profile  of 


Address. 
City 


State 


Zip 


■SOURCE:  Excerpts  from  a  speech  delivered  Py  Curtis  P   Harding,  Administrator,  Utah  Department 
of  Employment  Security,  at  the  Twenty-Fifth  Annual  Utah  Economic  Development  Conference. 


Hevj  issues  of  securities  are  offered  only  by  means  of  Prospectus,  and  this  message  is  neither  an  offer  to  sell  nor  a  solicitation  of  any  offer  to  buy. 
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Those  at  the  top  of  the  world  of  business  are  also  the  nation's  top  spenders  for  quality  consumer  products. 
They  a.e  usually  the  people  other  people  follow  and,  therefore,  comprise  an  uncommonly  productive  mar- 
ket for  advertisers  wishing  to  reach  those  who  demand  and  can  afford  the  best.  ■  Twice  each  month, 
this  most  uncommon  market  shares  an  important  interest  in  common  . . .  FORBES  Magazine. 


UNCOMMON  INFLUENCE 

1 

UNCOMMON  AFFLUENCE 

Reading  preferences  of  corporate  officers                          I 

Median  household  incomes 

in  1 ,300  top  American  companies: 

of  in-home  readers: 

FORBES 

78.7% 

FORBES 

•X- 

Business  Week 

64.0 

Fortune 

$21,826 

Fortune 

46.6 

Business  Week 

21,540 

Time 

45.5 

U.S.  News 

17,645 

Newsweek 

32.3 

Newsweek 

16,864 

U.S.  News 

28.2 

Time 

16,779 

1976  Erdos  and  Morgan  Study. 

1974-75  Simmons  Study. 

When  consumer  products  are  advertised  in  FORBES, 

sic  Of  all  62  publications  measured  by  Simmons,  uncommon 

they're  in  the  magazine  read  regularly  by  more  corporate 

FORBES  was  the  only  one  whose  in-home  median 

officers  in  big  business  than  any  other. 

Uncommon  FORBES 

household  income  exceeded  $25,000 

As  a  result,  it  is 

is  the  quality  environment. 

shown  as  being  "not  computable". 

UNCOMMON  GROWTH 

iges 

UNCOMMON  BUSINESS  MAGAZINE  MARKET 

Ten-year  clianges  in  advertising  pj 

Male  in-home  readers  with  house 

hold  incomes 

comparing  1965  vs  1975: 

of  $25,000  &  over: 

FORBES 

+  85.7% 

FORBES 

356,000 

Newsweek 

-  5.2 

Business  Week 

319,000 

Business  Week 

-29.2       ■ 

The  New  Yorker 

266,000 

Time 

-29.3 

Esquire 

250,000 

Fortune 

-29.7 

Fortune 

234,000 

U.S.  News 

-36.4 

Golf  Digest 

220,000 

Publishers'  Information  Bureau. 

1974-75  Simmons  Study 

Among  the  top  50  magazines  in  ad  pages  in  1965,  FORBES           | 

Because  consumer  advertisers  want  to  reach  affluent 

ranked  40th.  In  1975,  it  ranked  11th.  Nc 

other  magazine 

executives  at  home,  they  seldom  give 

primary 

in  that  top  50  grew  as  fast  in  those  10  years.                                   | 

consideration  to  business  magazines. 

such  as 

1 

uncommon  FORBES. 

Consumer  advertisers  seeking  to  reach  a  market  of  uncommon  influence  and  affluence  should  consider 
the  efficient,  effective  business  magazine  that  presents  America's  most  uncommon  marketing  opportunity. 

FORBES:  CAPITALIST  TOOL 


P" 


Money  And  Investments 


Stock  Comments 


New  York  Euphoria 


By  Heinz  Biel 


\^  n  the  brink  of  bankmptcy  only  a 
few  months  ago,  the  City  of  New  York 
was  at  its  splendid  best  this  past 
month.  Celebration  of  the  Bicenten- 
nial was  as  warm  and  informal  as  a 
small-town  block  party,  and  New 
Yorkers  were  gracious  to  the  visiting 
Queen  even  though  she  messed  up 
our  traffic  a  bit.  And  when  the  Dem- 
ocrats came  to  town,  we  not  only 
gave  them  the  most  comfortable  sum- 
mer weather,  but  actually  befriended 
the  visitors  from  west  of  the  Hudson 
who  had  been  so  nasty  to  us  last  fall. 

All  these  goings  on  have  not  done 
much  for  the  city's  credit  rating, 
which  remains  so  abysmally  low  that 
even  short-term  bonds  yield  15%  and 
more.  Nevertheless,  at  least  for  a 
while,  the  Big  Apple  did  have  a  rosy 
glow,  and  even  Wall  Street,  somnolent 
in  the  summer  doldrums,  was  briefly 
touched  by  it. 

While  the  Dow  is  still  struggling  to 
overcome  the  1000  syndrome  and 
seems  reluctant  to  unequivocally  re- 
affirm the  bull  market,  the  more 
broadly  based  averages  like  the  New 
York  Stock  Exchange  and  the  Stan- 
dard &  Poor's  indices  have  moved 
well  into  new  high  ground.  Now  all 
that  is  needed  to  restore  the  techni- 
cal analysts'  faith  in  the  market  is  a 
move  by  General  Motors  to  above 
12%,  its  former  high.  And  it  better  do 
so  within  tjie  next  few  weeks  or  else 
the  warning  flags  go  up. 

No  Longer  Cheap 

Those  of  us  who  follow  the  market 
closely  are  well  aware  of  the  fact  that 
we  have  been  in  a  bull  market  for 
some  time.  It.is  beginning  to  get  quite 
tempting  to  take  profits,  and  I  find  it 
a  lot  easier  to  decide  which  stocks  to 
avoid  than  which  ones  to  buy.  I  don't 


Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson   Inc. 


think  that  many  issues  are  greatly 
overpriced  as  yet,  particularly  in  view 
of  some  stunning  second-quarter  earn- 
ings, but  the  time  has  come  when 
we  have  to  be  more  modest  in  our 
capital  gains  expectations. 

It  is  true  that  some  stocks  appear 
to  be  cheap  when  comparing  today's 
prices  with  those  of  a  few  years  ago, 
but  I  find  it  unrealistic  to  dream  of 
Avon  going  back  to  140,  Kodak  to 
150,  Johnson  &  Johnson  to  133  or 
Sears  to  123,  not  to  mention  Honey- 
well, Xerox  and  Polaroid.  It  won't 
happen  in  this  bull  market.  Not  only 
has  the  purchase  of  these  high-mul- 
tiple, low-yielding  stocks  been  vetoed 
by  many  of  the  very  largest  investors 
(especially  public  and  corporate  pen- 
sion funds),  but  many  of  them  are 
still  trying  to  reduce  their  holdings  of 
the  .shares  they  bought  before  the  il- 
lusion of  one-decision  stocks  came  to 
an  end  in  1973. 

One  of  the  most  encouraging  plus 
factors  in  this  market  is  the  record 
number  of  dividend  increases;  as  many 
as  1,253  in  the  first  six  months  of 
1976,  according  to  S&P.  If  long-term 
'interest  rates  remain  stable  or  even 
decline  a  bit,  while  dividend  payments 
continue  to  rise,  this  would  serve  to 
narrow  the  present  wide  gap  in  yields 
that  is  a  major  impediment  to  ma- 
terially higher  stock  prices.  Since  divi- 
dends are  being  raised  at  a  slower 
pace  than  earnings  have  been  going 
up,  there  is  still  plenty  of  room  for 
further  dividend  increases. 

Conglomerates 

The  theoretical  concept  of  engaging 
in  many  unrelated  lines  of  business  is 
that  it  serves  to  stabilize  overall  cor- 
porate performance,  since  it  is  unlike- 
ly that  all  of  them  will  go  bad  at  the 
same  time.  I  am  not  convinced  that 
this  is  true.  Esmark,  for  instance,  is 
finding  out  right  now  that  three  ma- 
jor divisions  (fertilizer,  meat  and 
oil)  can  have  a  poor  quarter  simul- 
taneously. But  what  brought  the  con- 
glomerates into  disrepute  was  the 
reckless  use  of  debt  by  some  of  them 


to    make    acquisitions    regardless    of 
price  or  merit. 

While  some  of  these  conglomerates 
got  themselves  into  deep  trouble,  a 
number  of  them  have  thrived.  Gulf  ir 
Western  (21),  for  example,  has  a  re- 
spectable record  of  rising  per-share 
earnings  and  dividend  payments, 
while  Walter  Kidde  (33),  after  only 
one  bad  setback  in  1970,  has  shown 
impressive  gains  ever  since.  Although 
share  prices  of  these  two  companies 
have  multiplied  since  1974,  they  are 
still  modest  in  relation  to  prospective 
record  earnings. 

Family  Reunion? 

The  most  spectacular  success,  how- 
ever, was  scored  by  Teledyne,  which 
has  risen  from  a  low  of  9)4  last  year 
and  of  21/2  this  year  to  over  80  at 
present!  This  price  explosion  was  not 
just  the  result  of  higher  profits  nor 
the  absence  of  losses  of  its  Argonaut 
Insurance  subsidiary  (which  used  to 
write  malpractice  insurance  for  doc- 
tors and  surgeons),  but  by  the  in- 
credibly rapid  reduction  of  the  out- 
standing common  shares  from  over  36 
million  in  1972  to  only  about  11.4 
million  at  present.  Henry  Singleton, 
Teledyne's  founder  and  chairman, 
used  the  company's  huge  cash  flow  as 
well  as  borrowed  funds  to  buy  in  its 
own  stock.  It  is  obvious  that  Single- 
ton (Forbes,  May  1)  recognized  the 
inherent  value  of  the  stock  that  Wall 
Street  was  too  blind  to  see. 

And  what  will  Sii  gleton  do  now 
with  all  the  money  after  he  has  at- 
tained his  objective  of  drastically 
shrinking  Teledyne's  capitalization? 
Pay  dividends?  I  don't  think  he  ever 
will.  No,  he  is  buying  shares  of  other 
conglomerates  "for  investment."  So  far 
he  has  bought  about  12%  of  Litton, 
a  company  that  presumably  he  knows 
rather  well  since  he  was  a  Litton  ex- 
ecutive before  starting  up  Teledyne; 
and  10%  of  Walter  Kidde,  which  is 
headed  by  Fred  Sullivan,  also  a  for- 
mer Litton  executive.  Could  it  be  that 
Mr.  Singleton  once  again  sees  some- 
thing we  don't?  ■ 
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The  Funds 


Fast-Running  Tortoises 


Investors  in  recent  years  have 
flocked  to  income  funds  for  defensive 
reasons;  tliey  may  not  give  you  much 
of  a  ride  on  the  upside,  but  they  don't 
lose  your  entire  shirt  when  the  mar- 
ket breaks.  While  redemptions  for  the 
entire  mutual  fund  industry  exceeded 
sales  by  a  total  of  $3.6  billion  be- 
tween 1972  and  1975,  sales  of  income 
funds  exceeded  their  redemptions  by 
$415  million.  Since  late  1974,  more- 
over, the  stock  market  has  rallied 
nearly  70%,  and  during  the  recovery, 
some  of  the  finest  fund  performances 
have  been  turned  in  by  income  funds. 

Income  funds?  True,  most  income 
funds  have  lagged  the  recovery,  but 
a  dozen  or  so  income  funds  are  pac- 
ing or  outpacing  the  market. 

Decatur  Income  (assets:  $264  mil- 
lion), for  example,  has  appreciated 
26%  this  year,  vs.  16%  for  the  Stan- 
dard &  Poor's  500.  Last  year  Decatur's 
total  return  (dividends  plus  apprecia- 
tion) was  over  34%,  vs.  32%  in  the 
S&P.  Since  late  1974,  the  Standard 
&  Poor's  500  has  had  an  increase  of 
51%;  the  Hamilton  Income  Fund's 
(assets:  $55  million)  results,  though, 
were  80%;  the  Financial  Industrial  In- 
come Fund  ($112  million),  52%;  the 
Fidelity  Equitv-Income  Fund  ($50 
million ) ,  70%. 

Most  of  these  funds  are  equity-ori- 
ented. The  kinds  of  stocks  they  usu- 
ally go  after  are  high-yielding,  basic 
industrial  issues— hot  performers  in 
the  1975-76  bull  market.  The  tradi- 
tional big  recovery  in  growth  stocks 
hasn't  really  materialized.  U.S.  Steel 
has  been  more  glamorous  than  Avon. 

Look  at  these  funds  portfolios  and 
you  find  many  similar  holdings:  con- 
glomerates such  as  Gulf  &  Western, 
International  Telephone  &  Telegraph, 
Northwest  Industries;  defense  contrac- 
tors such  as  Northrop;  railroads  like 
the  Missouri  Pacific;  chemicals  such 
as  Diamond  Shamrock  and  StaufFer. 

Another  characteristic  of  these 
funds  is  their  relatively  high  turnover. 
Decatur,  for  example,  had  a  63%  turn- 
over in  its  portfolio  last  year. 

"Our  high  turnover,"  explains  De- 
catur's Executive  Vice  President  John 
H.  Durham,  "takes  place  for  three 
reasons:  success,  disappointment  and 
a  shifting  of  gears.  If  we  think  the 
market  is  headed  up,  we  may  shift  the 
emphasis  from  fi.xed  obligations  to 
commons.  We  did  that  in  late  1974. 


"We've  had  many  successes  in  the 
recent  market,"  Durham  goes  on.  "Dia- 
mond Shamrock,  Rexnord,  Union  Car- 
bide, Stauffer— we  purchased  these  as 
yield  securities.  As  a  result  of  appre- 
ciation, the  yields  dropped  shaiply 
and  we  had  to  sell." 

"We  tinker  with  our  portfolio 
throughout  the  year  to  increase  income 
in  this  way,"  explains  Fidelity  Equi- 
ty-Income Fund  manager  C.  Bruce 
Johnstone.  "Over  a  year  it  gives  us  an 
extra  3%  to  5%  appreciation;  that  rep- 
resents a  tremendous  leg  up  on  our 
competitors." 


In  the  recovery, 
some  of  the  finest 
performances  have 
been  by  income  funds. 


What  are  these  successful  income 
moneymen  doing  now? 

They're  pretty  much  treading  wa- 
ter; the  turnover  rate  has  dropped. 
Says  Decatur's  Durham:  "We're  stick- 
ing with  what  we  have  with  only  mi- 
nor adjustments."  Like  other  such 
portfolio  managers,  Durham  is  cur- 
rently heavy  in  utility  common  stocks. 
Among  the  larger  holdings:  General 
Telephone  &  Electronics,  Philadelphia 
Suburban  and  Consolidated  Edison. 
He's  also  staying  heavily  invested  in 
railroads  such  as  Chessie  System, 
Missouri  Pacific,  Santa  Fe  Industries 
and  Southern  Pacific.  "The  group  has 
done  well.  We  see  earnings  continu- 
ing strong  here." 

Two  stocks  that  really  excite  Dur- 
ham are  conglomerates,  Martin  Mar- 
ietta and  Northwest  Industries.  "Mar- 
tin Marietta  is  one  of  the  most  inter- 
esting stocks  in  our  portfolio.  You're 
looking  at  the  aluminum  industry  to 
provide  the  real  kick  to  this  compa- 
ny in  the  next  12  months.  The  earn- 
ings dynamics  with  MM  will  be  as 
strong  as  with  any  company  in  the 
marketplace."  As  for  Northwest  In- 
dustries, Durham  believes  it  is  "one 
of  the  real  overlooked  companies  in 
American  industry." 

Fidelity  Equity-Income's  Johnstone 
is  turned  on  by  Champion  Interna- 
tional. "I  think  it  will  be  a  tremen- 
dous long-term  stock.  There  are  sub- 


stantial internal  management  improve- 
ments that  give  you  quite  a  margin 
of  play.  In  paper,  you  have  a  prob- 
able capacity  shortage  and  a  cyclical 
recovery.  With  building  materials,  you 
*■  have  a  1977  earnings  gain  coming 
from  that  because  they're  coming 
back  so  slowly  this  year." 

Among  the  conglomerates,  John- 
stone likes  Martin  Marietta  and  Gulf  & 
Western:  "G&W  is  still  undervalued. 
I  think  it  is  a  damned  exciting  story. 
In  gas,  my  favorite  is  Tenneco  Off- 
shore; I  own  the  convertible  deben- 
ture there.  I  think  the  rails  will  do 
well:  There's  a  lot  of  positive  legisla- 
tion coming  out  of  Washington. 
There,  I  like  Norfolk  &  Western." 

Financial  Industrial  Income  Fund's 
manager,  Stephen  M.  Bynum  Jr.,  has 
some  interesting  things  to  say  about 
utility  issues;  most  are  fairly  small 
holdings.  "I  like  diversification  here. 
A  commission  could  change  its  mind 
on  utility  rates.  I  don't  want  to  be 
so  exposed  to  one  name  or  geographi- 
cal area."  Among  his  favorites,  he 
says,  are  Long  Island  Lighting  and 
Pacific  Gas  &  Electric. 

Over  the  past  four  months  Bynum 
lightened  up  his  holdings  in  chemi- 
cals, steels  and  papers.  "We  don't  be- 
lieve the  economy  will  be  robust 
enough  to  keep  these  stocks  going.  We 
see  the  possibility  of  a  small  inventory 
correction  next  year.  People  should  be 
careful.  Some  of  these  cyclicals  could 
be  subject  to  profit-taking." 

One  area  Bynum  is  nibbling  at  is 
real  estate  investment  trusts.  "Some 
have  come  through  this  period  very 
well.  We  have  profits  now  in  three  of 
them:  Connecticut  General,  Equita- 
ble Life  Mortgage  and  MONY  Mort- 
gage. We've  added  a  little  to  our 
holdings  and  may  add  a  little  more." 

Though  these  funds  have  done  very 
well,  their  managers  know  better 
than  to  promise  more  such  fabulous 
gains  in  so  short  a  period.  "The  easy 
money  is  behind  us,"  says  Durham. 
"Although  we  see  the  total  return  of 
our  portfolio  exceeding  that  of  fixed- 
income  obligations,  we  don't  think  the 
premium  in  return  will  be  as  wide  as 
it  was  in  the  last  period." 

0  0  0 

The  funds  discussed  above  had  the 
biggest  proportion  of  their  money  in 
common  stocks.  First  Investors  Fund 
for  Income  (a.ssets:  $160  million), 
however,  invests  almost  entirely  in 
bonds  and  has  done  well  indeed.  This 
year  the  fund  is  up  21%.  Th<>  av(>rage 
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bond  fund  is  up  only  11%.  Over  the 
last  five  years,  it  has  had  a  total  re- 
turn of  39%;  the  average  mutual  fund 
showed  7%. 

Like  Keystone  B4  bond  fund 
(Forbes,  Jan.  15),  First  Investors 
goes  for  deep-discount  "junk"  bonds, 
bonds  with  miserable  ratings— City  In- 
vesting, Rapid-American,  NVF,  Cae- 
sars World,  Metro-Goldwyn-Mayer. 

But  First  Investors  plays  the  gar- 
bage game  with  even  more  gusto  than 
B4.  Its  turnover  last  year  with  bonds 
was  61%.  B4's  was  only  5%.  "I  like  to 
take  a  profit,"  is  how  First's  man- 
ager, David  B.  Solomon,  puts  it.  B4 
is  up  14%  this  year  compared  with 
First  Investors'  21%. 

"I  always  look  for  spreads  between 
two  debentures,"  says  Solomon.  "Take 
Chrysler's  8%s  of  1995  and  8s  of  '98. 
Usually  they  trade  around  the  same 
current  yield.  About  a  month  ago,  the 
8/8S  were  yielding  about  30  basis 
points  more  than  the  8s.  I  switched. 
Those  two  bonds  are  basically  the 
same." 

Solomon's  investment  philosophy 
would     make     most     bond     analysts 


Funds. 


blanch.  "My  basic  criterion  for  a  bond 
is  its  current  yield."  The  higher  the 
better.  Most  other  factors  to  Solomon 
are  extraneous.  "Conventional  bond 
analysts  would  look  at  things  like  in- 
terest-rate coverage.  I  don't  pay  much 
attention  to  bond  ratings.  Rating  com- 
panies are  pretty  slow  in  reacting  to 
changes  in  the  companies. 

"I  like  companies,"  Solomon  con- 
tinues, "that  are  heavily  indebted  to 
the  banks,  that  have  a  lot  of  em- 
ployees and  that  are  big.  Then  it  is 
in  everyone's  interest  to  see  that  these 
companies  stay  afloat." 

A  recent  buy  of  Solomon's  is  White 
Motor.  "Their  bonds  dropped  so 
sharply  [after  the  collapse  of  the  pro- 
posed merger  with  White  Consolidat- 
ed] that  they  had  a  very  high  cur- 
rent rate  of  return.  They  had  their 
bank  agreements  amended  somewhat 
and  they  sold  off  a  division.  I  guess 
they  will  look  for  another  merger 
partner.  If  I  see  a  problem,  I  will  sell." 
In  the  meantime,  he  will  collect  his 
16%  interest. 

Among  First  Investors'  bigger  posi- 
tions   are    Rapid-American,    Reliance 


Group,  United  Brands  and  Jones  & 
Laughlin— quality  it's  not. 

He's  even  nibbling  at  REIT  bonds. 
"I've  started  to  go  into  the  senior  debt 
of  some  of  the  more  interesting  REITs 
such  as  Continental  Illinois,  Security 
Mortgage,  Hotel  Investors.  I  like  to 
go  for  ones  that  recently  had  bank 
lines  renewed.  At  least  the  banks  will 
stay  with  them  for  a  certain  length 
of  time." 

One  large  holding  Solomon  has 
dumped  is  Teledyne  10s  of  '01. 
"Teledyne  has  come  out  of  the  realm 
of  junk  bonds.  They're  a  legitimate 
company  now,  and  that's  not  the  game 
I  play." 

Crazy?  Well,  look  at  the  record. 
Last  year  the  fund  doubled  its  size 
through  net  sales  alone. 

"Junk  bonds  have  not  been  junky  to 
investors,"  says  Solomon.  "They've 
probably  been  the  most  rewarding 
sector  in  the  last  three  years." 

Of  course,  Solomon  can  play  the 
junk  game  because  he  can  spread  his 
risks.  A  bankruptcy  or  two  would  not 
ruin  his  portfolio,  as  it  could  with  an 
individual  investor.   ■ 


American  Natural  Gas 

has  changed  its  name  to 

American  Natural  Resources. 


We've  outgrown  our  old  name 

to  become  American  Natural 

Resources.  We're  a  leader  in  the 

discovery, 

transportation 

and  distribution 

of  natural  gas. 

We're  involved 

in  coal  and  oil  development,  too. 

And  we're  moving  forward  in  plans 

for  meaningful  acquisitions  and 

mergers ...  all  built  on  the  solid 

foundation  of  an  excellent  earnings 

and  asset  base.  Look  for  our  new 

stock  symbol  on  the  big  board. 


JL 


f  f  There  are  many  reasons  why 
companies  change  names,  the 
most  important  of  which  should  be 
to  accurately  reflect  the  nature  of 
their  business.  Our  new  name 
sharpens  our  identity  since  we  are 
thoroughly  committed  to  the  gas 
business  on  the  one  hand,  and 
to  the  broader  field  of  natural 
resources  development  and  allied 
activities  on  the  other.  J  f 

Chairman  and  Chief  Executive  Officer 


Principal  subsidiary  companies 
of  American  Natural  Resources  are: 
Michigan  Wisconsin  Pipe  Line 

Company 
Michigan  Consolidaied  Gas 

Company 
American  Natural  Service 

Company 
American  Natural  Gas  Production 

Company 
ANG  Coal  Gasification  Company 
Great  Lakes  Gas  Transmission 

Company 


American  Natural  Resources  Company 


The  company  with  energy  to  grow. 
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Spreading:  Commodity 
Profits  By  Arbitraging 

By  Stanley  W.  Angrist 


n  earlier  columns  I  suggested 
that  certain  commodity  markets  might 
l)ost  i)e  phiyed  by  spreading,  rather 
than  outright  long  or  short  positions. 
Hecause  many  Forbes  readers  have 
limited  commodity  experience,  I  will 
review  the  practice  of  spreading— the 
equivalent  in  commodities  of  arbi- 
traging in  securities. 

Spreading  involves,  most  common- 
ly, the  simultaneous  purchase  of  one 
commodity  contract  and  the  sale  of 
another  contract  of  the  same  com- 
modity in  a  different  delivery  month. 
Spreaders  in  commodities  attempt  to 
do  the  same  thing  that  arbitrageurs 
do  in  the  stock  market— that  is,  they 
seek  to  make  a  profit  on  a  change  in 
relative  prices  rather  than  in  a  change 
in  absolute  prices.  However,  the  me- 
chanics of  arbitraging  in  commodi- 
ties is  considerably  simpler  than  ar- 
bitraging in  stocks  (where  separate 
orders  usually  must  be  entered  for 
each  side  of  the  transaction).  In  com- 
modity spreading  one  simply  places 
an  order  to  buy  and  .sell  different 
contracts  at  a  specified  price  differ- 
ence. If  the  difference  moves  in  the 
hoped-for  direction,  one  makes  mon- 
ey. If  it  goes  the  other  way,  one  lo.ses. 

Why  Spread? 

Spreads  appeal  to  traders  for  two 
reasons:  1)  Certain  spreads  have  less 
risk  than  an  outright  long  or  short 
position;  2)  due  to  the  supposedly 
leduced  risk,  brokers  generally  re- 
quire significantly  less  margin  on  a 
.spread  position.  For  example,  the 
minimum  exchange  margin  on  an  out- 
right long  or  short  position  in  cotton 
is  $2,000,  vs.  $500  for  a  spread.  Thus 

Stanley  W.  Angrist  is  a  professor  at  Carnegie  Mellon 
University  and  has  written  many  books,  including  one 
on  commodities. 


spreads  often  seem  like  a  bargain  to  a 
small  trader  with  limited  capital.  And 
.sometimes  they  are. 

Suppose  that  in  May  you  were 
bullish  on  December  cotton.  You 
could  have  gone  long  one  contract 
for  $2,000.  You  are  willing  to  lose  2 
cents  per  pound,  which  is  equal  to 
$1,000  of  your  original  margin.  (The 
cotton    contract    is    50,000    pounds.) 

A  spreader  might  play  the  bull 
market  in  cotton  with  $2,000  in  mar- 
gin by  buying  four  December/March 
spreads.  That  is,  he  would  go  long 
four  contracts  of  December  cotton 
and  short  four  contracts  of  March  cot- 
ton—the reason  being  that  in  bull 
markets  the  nearby  months  always 
rise  more  than  the  distant  months.  In 
May,  December  cotton  could  have 
been  bought  at  a  one-half-cent  dis- 
count to  March.  Even  if  the  bull 
market  didn't  develop  it  is  not  likely 
that  December  would  sell  at  more 
than  a  1-cent  discount  to  March. 
Thus  the  risk  on  the  four  spreads  is 
exactly  the  same  as  it  was  on  the 
single  long  position— 2  cents  or  $1,000. 

As  it  turned  out,  both  trades  would 
have  worked  well.  By  late  June,  De- 
cember had  run  up  about  14  cents  per 
pound  or  $7,000  per  contract.  At  the 
same  time  it  had  climbed  to  about  a 
2-cent  premium  to  March  for  a  prof- 
it of  about  $5,000  on  four  spreads. 

Risk-Limited  Trading 

Of  course,  there  was  no  limit  to 
how  much  December  cotton  could 
have  fallen  in  price  after  you  had 
bought  it.  Nevertheless,  December 
was  not  likely  to  trade  at  more  than 
a  1-cent  discount  to  March,  thus  lim- 
iting a  spreader's  risk  to  a  half-cent 
per  pound  ($250  per  .spread).  Why? 
Because  the  proposed  trade  was  a 
"bull  spread." 

In  most  commodities  a  bull  spread 
involves  buying  the  nearby  month  and 
selling  the  more  distant  month.  Such 
a  spread  gains  its  limited  risk  nature 
because  in  theory  one  can  take  de- 
livery of  the  nearby  contract,'  store  it 


(and  pay  the  ownership  and  storage 
costs)  and  then  deliver  it  against  the 
short  position  of  the  original  spread. 

If  the  nearby  month  were  bought 
at  a  big  enough  discount  to  the  more 
distant  month,  the  market  would  ac- 
tually pay  the  spreader  all,  or  at 
least  a  portion  of,  the  ownership  and 
storage  charges.  When  two  months 
differ  by  both  of  these  costs,  the 
spread  is  said  to  be  at  "carrying 
charges"— interest  on  the  money  tied 
up  in  owning  the  commodity,  storage 
charges  and  insurance. 

Full  carrying  charges  on  a  cotton 
contract  in  May  would  have  been 
about  $230  per  month,  and  so 
for  three  months  (December  to 
March)  carrying  charges  would  have 
amounted  to  $690.  Because  markets 
rarely  sell  at  full  carrying  charges,  I 
suggested  that  December  would  not 
likely  sell  at  much  more  than  a  1- 
cent  ($500  per  contract)  discount  to 
March.  Hence,  the  spreader  gains  a 
limit  to  his  risk. 

To  Spread  Or  Not  To  Spread? 

As  a  spread  trader  you  should  be 
aware  of  the  fact  that  one  cannot 
place  limited  risk  spreads  in  perish- 
able commodities  such  as  eggs,  cattle, 
hogs,  potatoes  or  broilers.  One  cannot 
take  delivery  of  a  nearby  month  in 
any  of  these  commodities  and  deliver 
it  against  a  more  distant  month. 

Spreads  can  produce  dramatic 
profits  on  small  margins.  But  remem- 
ber, spreads  do  not  have  to  move  in  • 
your  favor— they  can,  unless  restricted 
by  carrying-charge  limitations,  move 
against  you  with  sickening  speed. 
There  are  three  important  rules  that 
must  be  obeyed  at  all  times  in  trading 
spreads : 

1)  Do  not  overtrade  your  capital. 

2)  Decide  in  advance  how  much 
you  are  willing  to  lose  on  that  posi- 
tion and  set   a  stop-lo.ss   accordingly. 

3)  Never  put  on  or  take  off  one 
side  of  a  spread  at  a  time.  You  will, 
nine  times  out  of  ten,  do  the  wrong 
side  first.  A  .spread  is  a  .spread.  ■ 
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The  One 
That  Didn't 
Get  Away 

In  1969  Life  magazine  found  a  23- 
year-old  Columbia  University  drop- 
out from  Manhattan's  Lower  East 
Side  named  Leeam  S.  Lowin  and 
anointed  him  "a  Wall  Street  legend, 
like  Morgan.  "In  less  than  two  years, 
Lowin  claimed  to  have  run  $800  into 
nearly  $1  million  investing  in  the 
high-technology  companies  then 
springing  up  like  the  flowers  in  May. 
He  was  then  setting  up  four  compa- 
nies of  his  own. 

The  Life  story  was  typical  of  the 
times.  The  general  press  was  as  eager 
to  write  of  financial  miracles  as  the 
public  was  to  read  about  them. 

Where's  the  legend  now? 

Two  of  Leeam  Lowin's  four  com- 
panies are  in  liquidation  and  a  third 
has  long  since  gone  bankrupt. 

But  Leeam  Lowin  has  done  very 
well.  What  saved  him  was  his  fourth 
company,  a  Hauppauge,  N.Y.  maker 
of  computer  video  display  terminals. 
It  did  exactly  what  venture  capital  is 
supposed  to  do.  It's  the  gusher  that 
paid  for  the  dry  holes. 

The  company  is  Applied  Digital 
Data  Services  Inc.  It  never  made  a 
profit  until  three  years  ago  and  has 
never  had  annual  revenues  of  more 
than  $20  million,  only  minimal  re- 
search and  development  and  no  ma- 
jor proprietary  patents.  Yet  it  has  had 
two  years  of  sharply  escalating  prof- 
its and  its  stock  is  a  glamour  issue  on 
the  over-the-counter  market;  its  total 
market  value  is  nearly  $100  million, 
vs.  total  assets  of  $13  million. 

Lowin  has  since  hyphenated  his  last 
name  to  Weathers-Lowin  in  support  of 
women's  liberation,  and  now  lives  in 
Los  Angeles  with  his  second  wife, 
architect  Jean  Weathers,  and  their 
21 -month-old  daughter,  Ariel. 

In  1969  he  called  himself  a  Marx- 
ist, and  still  does— an  economic  Marx- 
ist, not  a  moral  or  a  political  Marxist. 
He  makes  it  clear  that  he  wants  the 
surplus  value  for  himself,  not  for 
the  downtrodden  worker.  Says  he:  "I 
try  to  be  versed  not  only  in  the  stock 
market  or  the  industry  I'm  involved 
in,  but  also  in  what  is  going  on  around 
the  world,  politically  and  socially,  be- 
cause they're  all  ramifications  of  one 
general  economic  system. 

"Now   the   problem    is   that   Marx, 


Weathers-Lowin  and  daughter 

having  decided  how  wealth  is  creat- 
ed, said  also  that  maybe  it  would  be 
a  good  idea  to  give  it  back  to  those 
who  created  it.  Obviously,  I  haven't 
given  my  money  to  the  poor." 

Out  of  the  market  for  five  years,  he 
is  now  managing  money  again.  He  es- 
timates his  worth  at  $5  million  to  $6 
million,  including  more  than  $3  mil- 
lion in  ADDS  stock.  He  is  talking 
good  conservative  investment  talk 
these  days  about  how  "true  capital 
moves  grudgingly,  and  seeks  a  divi- 
dend." He  is,  he  says,  out  of  high- 
technology  stocks  and  into  mundane 
businesses  like  food  and  clothing.  He 
tvas  once  a  gunslinger,  he  concedes— 
"that  was  the  way  money  was  to  be 
made  then." 

That  was  ten  years  ago,  when,  as  a 
21-year-old  whiz  kid  from  the  Lower 
East  Side,  grandson  of  a  rabbi,  son  of 
a  carpenter  and  a  garment  worker,  he 
invested  the  $800  residue  of  a  student 
loan  in  the  market  and  dropped  out 
of  Columbia.  By  1968  he  was  almost 
a  milhonaire,  riding  a  crest  of  enor- 
mous trading  profits,  buying  and  sell- 
ing shrewdly  in  a  mad  market. 

He  also  started  investing  the  mon- 
ey of  uncles,  aunts  and  friends  who 
wanted  in  on  some  of  the  largesse.  By 
1968,  he  says,  "I  was  managing  about 
$2.5  million,  of  which  $900,000  was 
mine."  Many  of  his  clients  went 
along  with  him  in  1969  into  four 
companies  designed  to  be  a  small  em- 
pire in  computer  communications. 
They  were  real  gee-whiz  outfits. 

Lowin  Data   Fund  was   a  limited 


partnership  to  fuel  the  others  with 
capital.  Lowin  Information  Sciences 
Corp.  was  to  collect  scientific  and 
technical  information  in  a  computer 
and  deliver  it  on  demand  to  users. 
Solid  State  Data  Sciences  Inc.  was  to 
be  the  "East  Coast"  Intel.  Applied 
Digital  Data  Services  Inc.  would  go 
into  the  "peripheral  equipment"  busi- 
ness, making  terminals  with  which  op- 
erators could  communicate  with  cen- 
tral computers. 

Lowin  Information  Sciences  and 
the  Lowin  Data  Fund  are  now  in 
liquidation.  (The  fund  has  distribut- 
ed, Lowin  says,  about  700,000  shares 
of  ADDS  stock  with  a  market  value  of 
$17.5  million  to  its  partners.)  The 
data  bank  idea  never  came  to  fruition. 

The  "East  Coast"  Intel  went  bank- 
rupt in  1970. 

That  left  ADDS.  Its  stock  has  ap- 
preciated—depending on  how  close  to 
the  ground  floor  its  investors  were— 
by  as  much  as  45,000  times.  (Some 
paid  one-eighteenth  of  a  cent  a  share.) 
The  Data  Fund's  original  stake  in 
ADDS  was  10,268  shares  of  Milgo 
Electronic  Corp.,  bought  for  $98,500; 
it  became  more  than  a  million  ADDS 
shares. 

Its  founders,  back  in  1969,  were  a 
varied  lot:  Lowin,  his  investors  and 
some  of  his  young  associates  from  the 
go-go  market  days;  and  talent  recruit- 
ed from  Brookhaven  National  Lab- 
oratories at  Upton,  N.Y.  Among  the 
recruits  was  Brookhaven's  assistant  di- 
rector for  business  affairs,  William  J. 
Catacosinos,  then  39,  who  would  be- 
come ADDS'  president  and  dominat- 
ing force.  A  tough  and  structured 
business  executive,  Catacosinos  is  the 
son  of  Greek  immigrant  parents  and  a 
product  of  the  New  York  public 
schools.  He  has  a  Ph.D.,  but  it's  from 
the  New  York  University  Graduate 
School  of  Business  Administration. 

In  a  field  where  concepts  become 
companies,  ADDS  >vas  a  company 
with  no  concept.  "We  had  no  spe- 
cific thing  in  mind,"  says  Catacosinos. 
"We  hadn't  been  working  in  the  base- 
ment for  two  years,  with  prototypes 
in  customers'  hands.  We  were  just  a 
bunch  of  people  who  formed  a  com- 
pany." At  that  point  it  was,  to  put  it 
bluntly,  just  another  stock  promotion. 

They  made  a  number  of  deci.sions 
—some  the  expected  ones,  some  ex- 
tremely shrewd.  ADDS  would  make 
terminals  that  would  never  be,  as 
Weathers-Lowin  says,  "in  the  same 
room  as  a  mainframe,  would  have 
something   between    [them]    and   the 
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You've  read  his  astute  comments  on  the  stock  market  and 
specific  stock  selections  over  the  past  28  years  in  Forbes 
Magazine. 

Now  read  about  his  58  years  of  professional  Wall  Street 
experience,  his  insights  into  the  problems  of  individual  in- 
vestors, his  personal  philosophy  in  his  new  book:  "The  Best 
of  Times".  As  he  points  out  in  the  preface,  his  book  is  part 
confession,  part  economics  text,  part  investment  guide,  part 
inspirational  reading.  He  tells  of  the  investment  decisions 
that  stood  him  in  good  stead  over  the  years  and  those  that  let 
him  down.  Many  of  the  personalities  in  his  book  are  clients. 
The  history  of  their  portfolios  is  often  melodramatic  and  eye- 
opening.  For  those  Forbes  readers  who  have  always  wanted 
to  know  more  about  Lucien  Hooper  and  his  investing  ideas 
than  the  confines  of  a  maga- 
zine column  would  allow,  "The 
Best  of  Times"  is  the  answer. 
You  can  obtain  your  copy  by 
filling  out  the  form  below  and 
returning  it  to  Forbes.  No 
charge  orders  please,  but  your 
money  back  if  you  return  book 
within  10  days. 

Once  you've  read  it  you'll 
want  extra  copies  for  gifts.  It's 
that  kind  of  book. 


WHAT  READERS  SAY:  "I 
couldn't  lay  it  down". . ."/  loved 
every  word"... "En joyed  every 
page". .."Gives  us  back  our 
faith". .  ."Couldn't  put  it  aside" 
. .  ."Charm,  wisdom  and  style". . . 
"Both  form  and  substance"... 
"Humor"... "All  young  people 
should  read  it"... "Stimulating 
experience" . .  ."Wonderful  phi- 
losophy of  life". .."Fast-paced'.'.. 
"Packs  a  lot  of  information  and 
advice  into  a  few  pages". . . 


Mail  Coupon  With  Remittance  Today 


Book  Reviews: 

..."full  of  priceleBB  advice 
for  investors  and  today's 
younger  crop  of  financial 
advisors" 

—The  Local  Review 

..."the  last  of  Wall  Street's 
'country  doctors'  " 

—United  Press 

..."worthwhile  reading  for 
members  of  the  invest- 
ment community  and  in- 
vestors alike" —Barrons 
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mainframe  that  was  not  available  to 
International  Business  Machines.  That 
item  was  a  telephone  line."  In  addi- 
tion, the  company  would  tackle  the 
market  that  was  Teletype-compatible 
rather  '  than  IBM-compatible;  under- 
take no  major  technological  innova- 
tion but  buy  components  from  others 
and  assemble  them;  and  sell  to  origi- 
nal-equipment manufacturers  rather 
than  lease  to  end-users,  thus  avoiding 
the  leasing  business'  capital,  software 
and  maintenance  requirements. 

The  strategy  brought  with  it  two 
other  advantages:  The  little  company 
could  ride  the  descending  price  curve 
in  microelectronics  from  a  customer 
position,  benefiting  by  what  the  man- 
ufacturers were  squeezed  by.  And  it 
could  get  by  with  minimal  research 
and  development. 

It  took  18  months  for  the  company 
to  nail  down  its  first  significant  cus- 
tomer contract,  and  in  that  time  it 
barely  survived.  The  stock,  floated  at 
$8  in  a  250,000-share  public  ofi"ering 
in  1970,  sank  to  $3,  $2  and  lower. 

"It  was  a  horror  story,"  says  Cata- 
cosinos.  "We  were  running  a  cash  flow 
deficit  every  month.  For  two  years,  I 
was  the  janitor.  Our  treasurer  was 
stuffing  terminal  boards  at  night.  Our 
general  manager  was  soldering." 

Catacosinos— and  his  wife— personal- 
ly signed  for  a  $350,000  Small  Busi- 
ness Administration  loan. 

In  the  summer  of  1971  Weathers- 
Lowin  brought  in  an  investor  who 
proved  to  be  critical:  Helix  Invest- 
ments Ltd.,  a  Toronto  closed-end  in- 
vestment fund  largely  owned  by  Don- 
ald C.  Webster,  a  member  of  Canada's 
Webster  family  (Forbes,  A^ou.  1, 
1974),  which  controls  a  fortune  esti- 
mated at  $1  billion.  Webster  now 
holds  through  Helix  or  directly  more 
than  600,000  shares  and  is  a  director 
of  ADDS.  Altogether,  more  than  a 
million  shares  went  north  of  the  bor- 
der to  Webster  and  other  Canadian 
investors. 

Another  watershed  came  in  August 
of  1973,  when  the  giant  NCR  Corp. 
(1975  sales:  $2.2  billion)  summoned 
Catacosinos  to  its  corporate  head- 
quarters in  Dayton,  Ohio.  NCR  Chair- 
man William  S.  Anderson  had  seen 
the  small  company's  tenninals  in  a 
Florida  bank  and  wanted  to  know 
what  it  had  that  NCR  didn't.  The  re- 
sult: a  three-year  purchasing  agree- 
ment that  amounted  to  43%  of  ADDS' 
$17.5-million  sales  last  year  and  which 
was  renewed  this  summer  for  pur- 
chases Catacosinos  values  at  at  least 
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$40  million  through  the  end  of  1979. 
NCR  also  contracted  to  service  ADDS' 
equipment  nationwide.  And  the  frost- 
ing on  the  cake:  To  assure  the  stabili- 
ty of  its  source  of  supply,  NCR 
bought  $1  million  of  ADDS  stock. 
(It  has  been  a  sweet  deal  for  NCR, 
too;  the  stock  is  now  worth  about 
$6.7  million.) 

Never  in  the  black  before  1973, 
ADDS  took  off  in  1974.  Pretax  profits 
quadrupled,  doubling  again  in  1975 
to  $6.5  million.  The  stock  jumped 
from  a  high  bid  of  4/8  to  25  recently. 

ADDS  is  now  bringing  out  an  "in- 
telligent" terminal— equipped  with  its 
own  computing  capacity.  Thus  it 
comes  into  competition  with  many 
other  companies  with  the  same  thing, 
including  IBM  itself.  And  as  it  gets 
bigger,  it  will  be  harder  to  avoid  leas- 
ing, servicing,  software  and  research 
and  development  requirements.  It  will 
be  difficult  for  it  to  repeat  its  original 
success.  The  important  thing,  though, 
is  that  ADDS  survived. 

What  made  ADDS  go?  For  all  the 
glamour  surrounding  high-technology 
venture  capital,  it  deliberately  chose 
unglamorous,  inelegant  approaches 
and  ran  a  hard-nosed  business. 

Who  Profits? 

ADDS'  spectacular  rise  since  1974 
has  been  a  bonanza  for  Harold  Safren, 
Weathers-Lowin's  broker  in  those 
long-ago  days  in  1966.  Safren  says  he 
once  lent  Solid  State  Data  Sciences 
$75,000,  including  money  his  parents 
were  going  to  use  to  take  a  trip  to 
Israel.  When  the  company  went  bank- 
rupt several  months  later,  he  never 
got  the  money  out.  He  is  bitter  about 
it.  But  Safren  now  says  his  ADDS 
stock  has  made  him  a  rich  man.  Re- 
tired at  the  age  of  34,  he  lives  in  Coral 
Gables,  Fla.,  and  says:  "I'll  never  have 
to  work  again." 

Weathers-Lowin  himself  had  to  sell 
some  of  his  ADDS  stock  when  the 
other  companies  started  going  down- 
hill, but  stifl  owns  more  than  120,000 
shares  directly  and  about  50,000 
more  indirectly. 

Others  have  also  been  enormously 
enriched.  A  Weathers-Lowin  relative 
in  New  York  says  he  gave  Lowin 
$3,000  to  invest  in  the  late  1960s,  has 
taken  out  about  $200,000  and  still 
has  $650,000  left.  Catacosinos  has 
held  on  to  almost  all  his  ADDS  stock, 
and  it  is  worth  more  than  $5  million. 

Leeam  Weathers-Lowin  may  yet 
turn  out  to  be  a  legend— if  not  a  J. P. 
Morgan.  ■ 


Why  do  50^00* 
investors  look  to 


The  Value  Line  Survey 
every  week? 

And  pay  $1  million  a  month  for  its 
stock  market  guidance? 


Serious  investors  want  good  reasons  for 
what  they  do  with  money.  So  it  may  be 
significant  that  today  more  investors  pay 
more  money,  total,  for  The  Value  Line 
Investment  Survey  than  for  any  other 
published  advisory  service.  Here's  one 
of  23  good  reasons: 

Good  Reason  No.  4 

A  Big  "Universe"  of  Stocks 

Value  Line  covers— systematically  and  in 
detail— more  than  1,600  stocks,  which 
account  for  over  95%  of  all  dollar  trading 
volume  in  U.S.  equity  markets.  With  the 
Value  Line  Survey,  you  immediately 
have  up-to-date  objective  evaluations  of 
just  about  any  stock  that's  likely  to  come 
to  your  attention— from  your  broker  or 
friends  or  any  other  source.  It's  good  to 
double-check  investment  opinions. 

For  each  of  1600  stocks.  Value  Line 
presents  every  three  months  on  a 
regular  schedule  a  new  full-page  report 
packed  with  vital  data,  including  23 
series  of  key  operating/financial  statis- 
tics going  back  15  years  and  estimated 
3-to-5  years  ahead.  Then,  for  each 
stock— ei^ery  single  ivee/c— Value  Line's 
weekly  Summary  of  Advices  updates  its 
Price,  Beta,  Performance  and  Safety 
ranks.  Appreciation  Potential,  P/E  Ratio, 
Yield,  and  12-months  Estimated  Earn- 
ings and  Dividends  . .  .  plus  latest 
reported  quarterly  earnings  and  divi- 
dends. Whenever  new  evidence  re- 
quires. Value  Line  issues  supplementary 
reports  as  well— all  completely  indexed 
for  easy  reference.  All  this  material  is  so 
organized  that  filing  in  your  binder  takes 
only  one  minute  a  week. 

Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  stocks  under 
review.  Thus,  whatever  Value  Line  rat- 
ings "say"  about  any  given  stock  is 
always  relative  to  1,600  ottiers.  The  way 
we  cover  this  big  "universe "  gives  you 
big   advantages.   Find  out  for  yourself 

'Average  weekly  paid  circulation  in  the 
second  quarter  of  1976:  50,581 


(along    with    other    Good    Reasons   #1 
through  #23). 

Plus  3  Special  Reasons: 

If  nobody  in  your  household  has  sub- 
scribed to  The  Value  Line  Investment 
Survey  in  the  last  two  years,  then  we  of- 
fer you  three  extra  special  reasons  to 
mail  in  the  coupon  below: 
1)You  can  receive  the  complete  Value 
Line  Survey— everything  that  goes  to 
regular  subscribers— for  the  next  10 
weeks  for  only  $29  . . .  nearly  50%  off 
the  regular  rate. 

2)  You  also  receive,  as  a  bonus.  Value 
Line's  1900-page  Investors  Refer- 
ence Service  (sold  separately  for  $45), 
bringing  you  our  latest  full-page 
reports  on  all  1600  stocks  . . .  and  85 
industry  analyses. 


3)  You  receive  the  64-page  booklet,  "In- 
vesting in  Common  Stocks,"  which 
contains  a  wealth  of  information  on 
security  analysis  and  portfolio  man- 
agement. 

Money  Back  Guarantee 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  decide  you  don't  want  to  join 
the  other  50,000  subscribers  to  The 
Value  Line  Investment  Survey,  just  re- 
turn the  material  you  have  received  with- 
in 30  days  for  a  full  refund  of  your  sub- 
scription fee.  Since  you  have  nothing  to 
lose,  and  possibly  a  great  deal  to  gain, 
why  not  fill  in  and  mail  the  coupon  right 
now. 


I  The  Value  Line  Investment  Survey 
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ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  ST.,  NEW  YORK,  N.Y.  10017 

Please  enter  my  10-week  introductory 
subscription  to  The  Value  Line  Invest- 
ment Survey  under  the  conditions  stated 
above  and  rush  me  — as  my  two 
bonuses— Value  Line's  complete  1900- 
page  Investors  Reference  Service  and 
the  64-page  booklet  "Investing  in  Com- 
mon Stocks."  My  $29  payment  is 
,  enclosed. 
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The  Meeting-place  for  Meeting  Success 

Mountain  serenity  in  a  private  club  atmosphere  enhances  con- 
centration. Excellent,  fully  equipped  meeting  rooms  for  groups 
of  10  to  250.  Delicious  meals.  Superb  facilities  for  relaxation 
and  recreation.  All  seasonal  sports.  Only  100  miles  from  New 
York  and  Philadelphia.  Write  for  Conference  Booklet. 

SKYTOP  CLUB,  BOX  40,  SKYTOP,  PA.  18357 


R.J.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  77  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company,  payable 
September  7, 1 976  to  stockholders  of  record  at  the 
close  of  business  August  10, 1976. 

C.  F.  BENBOW 

Senior  Vice  President  aid  Secretary 
Winston-Salem,  W.  C  ,  July  15,  1976 

Seventy-Six  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
Petroleum 


Money  And  Investments 

Loaded 
Laggards 
1976: 
The  List 
Shrinks 


There  has  been  a  marked  slowdov^oi 
in  tender  offers  recently.  The  Forbes 
list  of  Loaded  Laggards  (p.  73)  ex- 
plains why.  A  loaded  laggard,  as  we 
currently  define  it,  is  a  company 
whose  stock  sells  for  half  of  book 
value  or  less.  Assuming  that  the  as- 
sets comprising  the  book  value  are 
sound  assets,  the  loaded  laggards 
make  tempting  takeover  targets. 

The  list  has  shrunk  considerably 
since  last  year.  In  1975  we  found 
80  such  stocks  listed  on  the  New 
York  Stock  Exchange;  this  year  there 
are  only  53.  In  a  rising  market,  the 
number  of  targets  is  shrinking. 

A  few  of  the  disappearances  were 
due  to  successful  tender  offers  or  oth- 
er forms  of  acquisition.  Among  the 
disappearing  names,  Cerro  Corp.  is 
now  part  of  Cerro-Marmon;  Ameri- 
can Chain  &  Cable  has  disappeared 
into  Babcock  &  Wilcox  Ltd.;  USM 
into  Emhart  Corp.  On  the  current  list, 
several  others  are  earmarked  for 
merger:  Marquette  into  Gulf  &  West- 
ern, for  example. 

Many  Kinds  Of  Cat 

Among  the  survivors,  some  are  un- 
likely merger  candidates.  Who  would, 
or  could,  acquire  Chrysler,  for  exam- 
ple? Or  American  Motors?  Or  giant 
Republic  Steel?  In  some  cases,  the 
assets  are  of  doubtful  value:  Penn- 
Dixie,  for  example  (Forbes,  June 
15).  Quite  a  number  of  the  compa- 
nies currently  on  the  list  are  textile 
companies.  Nobody  seems  to  want 
textile  companies. 

In  a  few  cases,  the  laggards  are 
takeover-resistant  because  somebody 
already  owns  a  controlling  block  of 
stock.  Nevertheless,  at  least  a  few  of 
these  companies  will  probably  turn 
out  to  be  takeover  targets  by  next 
year  at  this  time.  And  a  few  others 
may  achieve  genuine  turnarounds  that 
will  take  them  off  the  list. 

Happy  huntingi  ■ 
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Statistical  Spotlight 


Company 


Discount 

from 
Book  Value 


Tangible 
Book 
Value 

Per  Share* 


Net 

Working 

Capital 

Per  Sharet 


Premium/ 
Discount 
from  Net 
Working 
Capital 


Price/ 

Earnings 

Ratio 


Latest 
12-Month 
Earnings 
Per  Share 


Recent 
Price 


1972-76 
Price  Range 


Indicated 
Yield 


Acme-Cleveland 

50.1  % 

$18.03 

$  7.14 

26.1% 

12 

$  0.77 

9 

i8y2- 

7 

5.6% 

Addressograph  Multigraph 

56.6 

25.60 

9.01 

23.5 

15 

0.72 

lIVs 

49y2- 

3 

none 

Allied  Products 

51.2 

28.19 

negative 

- 

- 

-0.13 

133/4 

25y4- 

9 

4.4 

Alpha  Portland 

59.7 

23.27 

negative 

- 

- 

-0.61 

93/8 

i9y4- 

5% 

none 

American  Motors 

57.6 

11.49 

negative 

— 

7 

0.69 

4% 

13%- 

374 

none 

American  Seating 

50.9 

20.37 

10.53 

-5.0 

6 

1.69 

10 

27    - 

3 

4.0 

Armstrong  Rubber 

61.8 

52.68 

negative 

- 

6 

3.62 

2oy8 

45    - 

1072 

4.0 

Bayuk  Cigars 

51.7 

10.10 

6.72 

-27.5 

17 

0.29 

4% 

678- 

3% 

4.9 

Brown  &  Sharpe 

63.4 

20.16 

6.69 

10.2 

— 

-1.32 

73/8 

18%- 

474 

2.7 

Chrysler 

47.4 

39.45 

negative 

- 

- 

-1.80 

20% 

44  y4- 

7 

none 

Cont'l  Copper  &  Steel 

59.4 

17.25 

3.37 

107.7 

— 

-0.93 

7 

11     - 

478 

7.1 

Copper  Range 

50.2 

44.88 

1.72 

NM 

- 

-5.78 

22% 

38%- 

12% 

none 

Dan  River 

65.5 

24.62 

3.25 

161.5 

10 

0.89 

8V2 

i2y4- 

4 

4.7 

Faberge 

54.5 

15.67 

9.36 

-23.9 

9 

0.82 

7V8 

20%- 

474 

5.6 

Food  Fair 

70.1 

17.98 

negative 

- 

8 

0.65 

5% 

16%- 

3% 

3.7 

GF  Business  Equip 

64.1 

15.66 

6.16 

-8.7 

18 

0.32 

5% 

ioy2- 

4 

5.7 

General  Portland 

63.2 

16.97 

negative 

- 

33 

0.19 

6y4 

33   - 

4 

none 

Grolier 

66.8 

5.27 

negative 

- 

- 

-6.41 

^% 

26y2- 

% 

none 

Kroehler  Mfg 

65.8 

39.42 

19.42 

-30.5 

- 

-0.09 

i3y2 

47y4- 

772 

none 

Lamson  &  Sessions 

50.9 

29.02 

9.39 

51.8 

13 

1.08 

i4y4 

i8y8- 

8% 

7.0 

Lehigh  Portland 

57.5 

33.26 

negative 

_ 

35 

0.40 

i4y8 

21%- 

8 

5.7 

M.  Lowenstein 

60.7 

41.35 

11.11 

46.3 

- 

-2.32 

i6y4 

35y4- 

872 

3.7 

Lykes 

60.0 

53.16 

negative 

- 

5 

4.33 

21  y4 

24%- 

4 

4.7 

Macmillan 

50.8 

13.21 

4.10 

58.5 

6 

1.05 

6y2 

14%- 

3 

3.8 

Madison  Square  Garden 

61.3 

17.43 

negative 

- 

8 

0.81 

6% 

25    - 

374 

none 

Marathon  Mfg 

53.5 

21.77 

negative 

— 

2 

4.22 

loys 

49y8- 

4% 

none 

Marquette 

57.1 

32.34 

negative 

- 

12 

1.14 

13% 

15%- 

5% 

3.6 

McNeil 

52.9 

23.86 

11.66 

-3.5 

10 

1.08 

iiy4 

20y4- 

678 

7.1 

Penn-Dixie 

66.5 

15.31 

negative 

- 

- 

-0.60 

5y8 

iiy4- 

3y4 

4.7 

Phillips-Van  Heusen 

55.8 

22.62 

12.48 

-19.9 

9 

1.15 

10 

26y2- 

3y4 

6.0 

Playboy 

57.3 

8.48 

negative 

_ 

26 

0.14 

3% 

25y8- 

2 

3.3 

Pueblo  Int'l 

64.3 

8.05 

negative 

- 

— 

-1.05 

2% 

i5y8- 

278 

none 

Republic  Steel 

52.3 

79.05* 

negative 

- 

12 

3.22 

37y4 

40y8-19% 

4.2 

Revere  Copper 

51.8 

24.09 

negative 

- 

- 

-5.55 

11% 

i6y4- 

5% 

none 

Rohr  Industries 

61.1 

17.03 

4.28 

54.8 

— 

-11.88 

6% 

24%- 

4 

none 

Saxon  Industries 

53.6 

13.46 

negative 

— 

8 

0.81 

6y4 

25y4- 

178 

none 

AO  Smith 

46.5 

31.33 

0.25 

NM 

- 

-0.57 

i6y4 

3iy4- 

678 

4.8 

Sonesta  Int'l 

62.6 

9.36 

negative 

- 

25 

0.14 

3y2 

11%- 

172 

none 

Springs  Mills 

59.5 

31.76 

12.20 

5.5 

11 

1.21 

12% 

i9y8- 

874 

5.8 

Tappan 

53.3 

18.75 

8.53 

2.6 

- 

-0.12 

8y4 

41     - 

374 

2.3 

Texfi 

67.2 

16.02 

negative 

_ 

8 

0.70 

5y4 

35y8- 

278 

none 

United  Merchants  &  Mfr 

73.3 

45.83 

13.15 

-6.9 

— 

-1.43 

i2y4 

30%- 

10% 

6.5 

Vendo 

56.0 

13.34 

9.45 

-37.8 

- 

-0.74 

5% 

1972- 

274 

none 

Victor  Comptometer 

47.4 

14.02 

6.33 

16.5 

- 

-0.76 

7% 

24%- 

3% 

none 

Vornado 

78.7 

28.18 

negative 

— 

5 

1.11 

6 

32%- 

3 

none 

Warnaco 

54.5 

17.87 

6.04 

34.5 

_ 

0.00 

8y8 

25    - 

674 

9.8 

Wean  United 

55.6 

11.53 

negative 

- 

8 

0.64 

5y8 

7%- 

2% 

none 

Western  Union 

50.9 

38.69 

negative 

- 

9 

2.10 

19 

69y2- 

872 

7.4 

Wheeling-Pittsburgh 

74.1 

84.06 

negative 

- 

- 

-4.43 

21  y4 

3i%-ioy4 

none 

White  Motor 

70.9 

19.73 

negative 

- 

— 

-8.49 

5y4 

2972- 

3% 

none 

World  Airwayi 

51.0 

10.72 

negative 

— 

11 

0.49 

5y4 

14%- 

2y4 

none 

Zapata 

50.4 

31.75 

negative 

- 

4 

3.70 

i5y4 

18%- 

8 

1.9 

Zayre 

62.2 

21.54 

1.68 

383.6 

7 

1.22 

ays 

39y4- 

272 

none 

*  Total  assets  (excluding  intangibles,  if  any)  nninus  total  liabilities  and  preferred  stock  divided  by  common  shares  outstanding, 
t  Current  assets  minus  total  liabilities  and  preferred  stock  divided  by  common  shares  outstanding. 
NM — Not  meaningful. 
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Haste  Makes  Waste 

By  Peter  G.  Banzhaf 


I 


t  is  patience,  more  than  luck  or 
genius,  that  leads  to  investment  suc- 
cess. If  only  we  had  been  bom  with 
it.  If  only  we  could  cultivate  it.  But 
sadly,  it  eludes  most  of  us. 

Time  is  the  patient  investor's  ally, 
not  his  antagonist.  It  will  produce  a 
constant  stream  of  new  opportunities, 
and  he  knows  it.  There  will  always 
be  something  either  overpriced  or 
underpriced. 

Investors  with  patience  make  mon- 
ey. They  may  make  it  slowly,  but 
they  make  it  with  great  regularity, 
and  if  that  isn't  the  key  to  happiness, 
it  comes  close  enough  for  us. 

The  patient  investor  isn't  neces- 
sarily sophisticated.  He  may  not  be 
on  top  of  the  market  on  a  day-to-day 
basis.  He  may  or  may  not  be  familiar 
with  the  current  Consumer  Price  In- 
dex figures,  odd-lot  short  sales  or  the 
piice  of  gold.  And  our  friend  most 
certainly  hasn't  any  idea  where  the 
market,  from  a  technical  standpoint, 
appears  to  be  headed. 

Less  Is  More 

Oddly  enough,  though  he  is  satis- 
fied with  less,  he  very  often  ends  up 
with  more.  He  looks  for  value,  and 
when  he  finds  it,  he  is  willing  to 
wait  until  everyone  else  finds  it  too— 
and  loms  the  price  up  for  him. 

The  patient  investor  delights  in 
buying  a  sound  company  when  other 
investors,  for  one  transitory  reason  or 
another,  find  it  unattractive.  He  may 
do  his  buying  a  little  at  a  time,  and 
he  may  have  to  sit  with  a  dull  stock 
for  a  long  time,  even  with  losses,  but 
patience,  after  all,  is  his  strong  suit. 

His  is  the  certain  knowledge  that 
trends  change,  and  he  expects,  as  a 
rational  person,  to  be  able  to  take  ad- 
vantage of  those  changes.  He  prefers 

Mr.    Banzhaf   is   a   vice    president   with    Robert   W. 
Baird   &   Co.    Inc.,    Mllwaul(ee,    Wis. 


a  sound  balance  sheet  and  good  basic 
earnings  power,  but  a  down  quarter 
or  two  won't  upset  him.  And  his  hold- 
ing won't  bore  him— causing  him  to 
sell  at  precisely  the  wrong  time— be- 
cause he  doesn't  expect  a  fast  ride 
in  the  first  place.  He  is  heartily  dis- 
interested in  fad  stocks,  and  is  gen- 
erally unwilling  to  pay  the  price/ 
earnings  ratios  demanded  by  the 
quality  growth  equities. 

Just  as  our  patient  friend  buys  too 
soon,  he  also  sells  too  soon.  At  his 
own  pace— when  the  market  has  be- 
come a  little  overexcited— and  a  little 
at  a  time.  If  a  stock  continues  to 
move  higher  after  he  has  sold  it,  he 
couldn't  care  less.  He  has  his  profit. 
Additionally,  he  is  never  overinvested, 
is  perfectly  happy  to  have  some  mon- 
ey on  the  sidelines  and  wouldn't 
dream  of  employing  leverage. 

Let  us  give  you  a  few  examples  of 
what  our  hypothetical  friend  has 
done  in  the  past.  When  Boise  Cas- 
cade was  on  its  ear  and  nobody 
wanted  it,  he  began  to  move  in  at 
12,  bought  a  little  more  at  10  and 
finished  his  buying  at  9.  In  recent 
months,  he  let  a  little  go  at  26  and 
some   more   at   a  little   higher  price. 

Other  bargains  acquired  were  Gen- 
eral Motors  (now  68)— all  the  way 
from  48  down  to  33— and  Dayton- 
Hudson  at  12  and  under  (now  30). 
He  doesn't  pick  the  bottoms,  of 
course,  but  then  he  doesn't  expect  to. 
When  a  good  profit  has  been  re- 
corded, incidentally,  he  is  perfectly 
willing  to  take  it,  and  he  pays  his 
taxes  with  a  smile. 

Boring? 

What  is  our  friend  doing  now?  He 
might  start  by  nailing  down  some  of 
the  profits  in  basic  industries  stocks 
that  have  accumulated  in  the  last  18 
months.  On  the  buy  side,  we  think 
he'd  find  Gillette  (30)  attractive.  One 
of  the  nation's  great  marketing  or- 
ganizations and  a  stock  that  has 
often  sold  at  more  than  20  times 
earnings,  GS  will  experience  rising 
earnings  for  the  year,  growing  profit 


margins  and  a  P/E  of  only  about  10. 
The  patient  investor  likes  this  kind  of 
quality.  The  impatient  investor  shuns 
it  as  "boring." 

He  might  also  be  lured  by  RCA 
(29),  where  a  new  management  team 
has  been  imposing  strenuous  cost-cut- 
ting measures  that  are  producing  re- 
sults. Business  is  excellent  (it's  near 
time  for  another  color-TV  boom), 
earnings  are  up  substantially  and  the 
institutions  don't  seem  to  be  too  in- 
terested as  yet.  A  good  place  for 
some  patient  money. 

Bright  Outlook 

Another  candidate  for  consideration 
by  the  patient  might  be  Johnson  Con- 
trols (22).  Johnson,  which  is  en- 
gaged primarily  in  the  design,  manu- 
facture and  installation  of  control 
systems  (heating,  cooling,  safety)  for 
nonresidential  buildings,  may  have 
come  of  age  with  the  energy  crisis. 
Rising  costs  of  energy  of  all  kinds  have 
forced  professional  building  manage- 
ments to  review  costs  with  care,  and 
the  result  has  been  a  surge  of  busi- 
ness at  Johnson  Controls.  These  fac- 
tors aren't  likely  to  change  in  the 
years  ahead,  and  the  outlook  seems 
bright.  Johnson  could  earn  $3  this 
year,  up  from  $2.17  last  year  and  80 
cents  in  1974. 

Finally,  he  might  give  thought  to 
GAF  (15),  which  has  become  a  much 
better  company  than  it  had  been. 
Again,  margins  are  improving  and 
the  company  has  been  dramatically 
reshaped  away  from  the  photography 
business  into  an  excellent  building 
products  firm.  Sales  per  employee 
have  increased  60%  in  the  past  five 
years,  a  considerable  achievement. 

For  the  man  in  a  hurry,  these 
ideas  won't  have  much  appeal.  He's 
much  too  busy,  and  besides,  he  can't 
afi^ord  to  wait.  This  fellow  can't  wait, 
can't  sit  with  stocks  nobody  likes, 
must  chase  the  trends— and  go  down 
with  them.  The  impatient  investor 
has  much  better  stories  to  tell  at 
cocktail  parties— but  he  probably  has 
a  much  thinner  bank  account.   ■ 
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Slip 


for 
Forbes 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4.95 
each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 


Central  AND  South  West 
Corporation 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on.  July  15,  1976, 
declared  a  regular  quarterly  divi- 
dend of  tttirty  cents  (30^)  per 
share  on  the  Corporation's  Com- 
mon Stock.  This  dividend  is  pay- 
able August  31,  1976,  to  stock- 
holders of  record  July  30,  1976. 

LeROY  J.  SCHEUERMAN 

Secretary  and  Treasurer 
Wilmington,  Delaware  19899 

FORBES,  AUGUST  1,  1976 


Readers  Say 


{Continued  from  page  5) 

a  sad  comment  upon  our  times  that 
the  wits  have  become  bureaucrats 
'and  the  joke  is  upon  us  all. 

— Gregory  D.  Parker 
Jamaica  Plain,  Mass. 

Different  State 

Sir:  Thirty  years  ago,  Vic  Meyers 
was  lieutenant  governor  of  Washing- 
ton, not  California  {July  1,  p.  19). 

—John  H.  Anderson 
Aberdeen,  Wash. 

Energy  Crisis  Still  With  Us 

Sir:  I  appreciate  your  effort  to  alert 
your  readers  to  the  fact  that  another 
Arab  embargo  can  easily  become  a 
reality.  Other  publications  have  al- 
most assumed  that  there  is  no  problem 
as  regards  energy.  The  real  problem 
for  eveiyone  is  that  they  actually 
believe  this. 

—James  W.  Wilcock 

Chairman, 

Joy  Manufacturing  Co. 

Pittsburgh,  Pa. 

Misleading  Equation? 

Sir:  In  "What  You  Take  Ain't 
What  You  Make"  (Fact  ir  Comment, 
July  1 ) ,  you  printed  a  copy  of  an  en- 
closure Bliss  &  Laughlin  Industries 
mails  to  each  employee.  The  enclo- 
sure's equation  enables  an  employee 
to  determine  the  number  of  months 
he  works  to  pay  taxes.  The  numerator 
contains  the  taxes  paid  by  the  em- 
ployee plus  the  taxes  paid  by  the  em- 
ployer because  the  employee  is  on  the 
payroll.  The  latter  is  a  resultant  levy, 
but  it  does  not  come  out  of  the  em- 
"ployee's  gross  income.  The  equation  is 
thereby  distorted. 

— J.R.  Johnson 

President, 

Royal  Industries 

Pasadena,  Calif. 

Not  Ill-Liquid 

Sir:  Re  Richard  Doyle's  suggestion 
{June  1)  that  municipal  bonds  in- 
sured by  the  Municipal  Bond  Insur- 
ance Association  (MBIA)  should  be 
avoided  because  of  "ill-liquidity."  The 
high  liquidity  provided  by  MBIA's  in- 
surance in  small-  and  medium-sized 
municipal  issuers  is  generally  recog- 
nized by  bond  market  experts.  Bond 
issues  of  more  than  200  municipal- 
ities in  22  states  have  sold  with  MBIA 
insurance  since  we  insured  our  first 
issue  in  May  1974.  The  total  insured 
value  of  these  bonds  is  about  $1.7 
billion. 

-John  R.  Butler 

President, 

Municipal  Issuers  Sei-vice  Coip. 

White  Plains,  N.Y. 


r.  ROWE  PRICE 

GROWTH  STOCK 

^  FUMDJNC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,  Inc. 

100  East  Pratt  Street,  Dept.  A6 

Baltimore,  Md.  21202  Phone:   (301)  547-2136 


.  ?.p. 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  V4  to  14  higher. 

OVER  5,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  Catalog! 

EMPIRE  DIAMOND  CORP.,  Dept.  46,  66th  fl. 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

Name 

Address. Zip 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  backgrourid. 
Instant    Hi    income    for    right    person. 

$U.S.45.000  Cash  Will  Handle 

For  details  write  giving  phone  no.  to:  DeiiL  21,  Comptiter  Capital  Corp., 

S922  HoltywootI  BM..  Los  ibigeles,  Calt.  90026 

OR  Call  Mr.  Van:  (213)  463-4M1 
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BUSINESS  OPPORTUNITIES 


TAX  SHELTERS 


BUILDING  CONSTRUCTION  FIRM 

Located  'u;  the  heart  of  the  San 
Bernard! p :.  Area.  Two  to  three  mil- 
lion ann;.al  volume.  No  debt,  ex- 
cellent cash  position.  Ideal  for  out- 
side firm  looking  to  locate  in  San 
Bernardino  Area.  Management 
available.  Send  replies  to:  Box 
E1002    FORBES. 


ESTABLISHED  12  YEAR  OLD 
AIR  CONDITIONING  BUSINESS 

East  Texas.  Owners  selling  to  re- 
tire. Terms  for  qualified  buyer. 
Annual  sales  volume  2  to  3  million. 
$700,000  plant  facility  plus  an- 
other $12,500,000  real  estate 
tional.  Reply  to  Box  H598 
Worth,  Texas  76114. 


CANDY  COMPANY 
FOR  OUICK  SALE 

Unusual  opportunity  available  for 
retail  merchant,  distributor,  etc. 
303  East  54th  St.,  New  York,  N.Y. 
Call  Harry  Stevens,  owner's  agent, 
collect  (212)  PL  5-7079.  Principals 
only  please.  Vacant  New  Jersey 
Shores  land  also  available.  Call  for 
details. 


NATURAL  GAS 
RESERVES 

Independent  producer  has  40% 
working  interest  available  for  sale 
in    major    gas    reserve    located    in 


PRIVATE  INVESTMENT  GROUP 

Investment  advisors  who  are  at- 
torneys, accountants  and  market 
research  experts  offer  personal  ad- 
visory services  to  wealthy  individu- 
als in  top  brackets.  Outstanding 
references.  Documented  proof  of 
investment  performance  record.  All 
replies  confidential,  G2443^F0RBES, 
60  Fifth  Ave.,  NYC,  NY  10011. 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


REAL  ESTATE  FOR  SALE 

27,000  ACRE  INVESTMENT 

Property  -  Two  tracts.  In  pictur- 
esque Wyoming,  4  miles  north  of 
Cheyenne,  Wyo.,  ideally  located  for 
development  and  future  apprecia- 
tion. 20  mins  from  Jet  Airport.  10 
mins  .from  business  district.  Near 
national  forest,  25  mins  from  tour- 
ist centers.  Completely  fenced,  ca- 
pable management  on  site  for  op- 
eration as  ranch  or  division  sales. 
Contact  owner,  Wyoming  Ranches. 
Inc.,  327  Pony  TraJL 
Wyo.  B20ni. 
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[RATING 


Titles,  an 
tax  toss  ^arry  forward, 
a  sniail  retaiiing  actfmy,  and  ex- 
cellent management.  Write  Presi- 
dent, P.O.  Box  6300,  Columbus, 
Ohio  43210. 

POSITIONS  AVAILABLE 

DIRECTOR  OF  FINANCE 

A  large  midwestern  manufacturer 
needs  professional  to  fill  the  job 
of  Director  of  Finance. The  FORBES 
500  Company  seeks  candidates 
with  two  or  more  years  experience. 
Please  send  a  resume  to:  B2853 
FORBES,  60  Fifth  Avenue,  NYC,  NY 
10011.  An  Equal  Opportunity  Em- 
ployer M/F. 

CONTROLLER 

Large  Trucking  Co.  seeks  well  expd 
Individ  w/excellent  knowledge  of 
foreign  shipping  in  accounting  an- 
alytical procedures.  Also  knowledge 
of  payroll,  U.S.  taxes  and  account- 
ing record.  Salary  commensurate 
w/qualifications  +  fringes.  If  qual- 
ified, call  (914)  472-2000,  Ms.  Red- 
ford  for  appointment. 


a  thor- 
_  of  fabrication  of 
"steei,  stainless  steel  and  machined 
items.  To  an  individual  with  small 
cash  investment  we  offer  stock  op- 
tions and  partnership  in  addition 
to  salary.  We  want  capability,  hon- 
esty, loyalty,  drive  and  motivation. 
If  you  are  this  person  or  company 
write:  Delta  Gulph,  Inc.,  19  Clear- 
brook  Rd.  NW,  Washington,  D.C. 
20015. 


EXECUTIVE 

DIRECTOR 

Executive  Director  for  Public 
Housing  authority  of  1,000 
units,  town  population  approx- 
imately 75,000.  Chief  duties 
Include  supervision,  finance, 
social  responsibilities  and  im- 
plementation of  new  programs. 
Experience  with  federal  hous- 
ing programs  is  required. 
Starting  salary  $28,000- 
$30,000,  plus  fringe  benefits 
and  opportunities  for  salary 
increases.  Send  resume  to: 
Personnel  Committee,  Overton 
Housing  Authority,  8  Roberts 
Road,  Overton,   N.Y.   10978. 


JO  where  middle  income  sales  are 
booming,  in  the  heart  of  Pueblo, 
Colorado,  450  acres;  zoned  first 
section;  platted  and  filled;  water 
and  sewers  on  property.  FHA  feas- 
ibility subject  to  financial  condi- 
tions and  ready  to  go  for  1620 
units;  priced  right  to  qualified 
buyer.  Write  for  details.  Box  W2282 
FORBES,  60  Fifth  Avenue,  NYC,  NY 
10011. 

PUBLIC  LAND  OIL  &  GAS  LEASES 

New  discoveries  in  oil  and  gas  land 
present  great  opportunities  for  all 
U.S.  citizens  to  participate  in  prof- 
its and  tax-benefits  from  public 
land  lease  rights.  Drawings  monthly 
by  U.S.  Dept.  of  Interior's  Land 
Management  Bureau.  For  more  in- 
formation on  how  you  can  partici- 
pate in  these  public  drawings  con- 
tact: Marshall  Claymore  Inc.,  P.O. 
Box  817,  Houston,  Texas  40102. 


14,750  ACRE  FARM 
IN  SOUTHERN  IOWA 

6,500  head  capacity  feedlot.  500,000 
bushels  grain  storage,  1975  over 
$4  million  gross.  Ideally  located  for 
future  appreciation,  agricultural  or 
industrial.  4  miles  frontage  on  Iowa 
River.  Same  owner  25  years  who 
will  leaseback  or  present  manage- 
ment available.  For  sale  by  owner 
only.  R.J.  Amber  Company,  Box 
5840,   Jacksonville,  Fla.  32205. 

FOR  PRIME 
COMMERCIAL  LEASING 

Floor  area  of  8,000  square  feet  in- 
cluding 1,500  square  feet  of  raised 
floor  area  for  computer  services. 
Peripheral  offices,  separate  meter 
for  computer  power,  fireproof  vault, 
full  back-up  air  conditioning  sys- 
tem. Located  in  Santa  Barbara, 
California.  Contact  Theodore  S. 
Baker,  (415)  788-2400;  National 
Bank  of  California,  San  Francisco, 
CA  94126. 


INVEST 


MONTANA 


Land  going  fast.  Total  of  4,207 
acres.  Some  with  river  frontage. 
Reeistered  HUD,  state  and  county. 
Good  for  sub-division  and 
promotion-skilled  investor.  Should 
market  for  several  times  the 
$700,000  firm.  10%  down,  7% 
interest,  partial  releases.  Kermit 
Reilly,  P.O.  7749,  Drexel  Hill, 
PA  19026. 
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ALLSTATE   INSURANCE  COMPANIES       12 

Agency:  Leo  Burnett  U.S.A. 


AMERICAN   NATURAL  RESOURCES 
COMPANY  67 

Agency:    D'Arcy-MacManus  &  Masius 
Advertising 


ASHLAND  OIL,   INC 28-29 

Agency:    Marsteller    Inc. 


THE  JAMES  B.  BEAM  DISTILLING  CO.     5 

Agency:   Lee  King  &  Partners,  Inc. 


BETHLEHEM  STEEL  CORPORATION 

Agency:   Van    Brunt   &   Company 


42 


BILTMORE  HOTEL 45 
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CENTRAL  AND  SOUTH   WEST 

CORPORATION     75 

Agency:  Albert    Frank-Guenther    Law, 
Inc. 
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Advertising 
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International  Inc. 


EMPIRE  DIAMOND  CORPORATION  75 
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Agency:   Auld    Advertising,    Inc. 
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THE   FIRST   NATIONAL 

BANK  OF  CHICAGO  34-35 

Agency:    Foote,  Cone  &  Belding 
Advertising,    Inc. 


FORBES  MAGAZINE 64  &  76 


GENERAL  MOTORS  CORPORATION 
TRUCK  &  COACH  DIVISION    18 

Agency:    McCann-Erickson,      Inc. 


GORDON'S   DRY  GIN   CO.,  32 

Agency:   Grey  Advertising  Inc. 


GREYHOUND  CORPORATION     Cover  3-4-5 

Agency:   Grey-North    Inc. 


INA   CORPORATION     46-47 

Agency:*  Geer,    DuBols    Inc.   Advertising 


INTERNATIONAL  BUSINESS 

MACHINES  CORPORATION 

DATA  PROCESSING  DIVISION  52-53 

Agency:   Geer,    DuBois    Inc.   Advertising 


INTERNATIONAL  TELEPHONE  & 
TELEGRAPH    CORPORATION  51 

Agency:    Needham,   Harper  &  Steers, 
Inc. 


ITEL  CORPORATION     16-17 

Agency:  J.  Musch  &  Associates 


JAGUAR  CARS 

BRITISH  LEYLAND  MOTORS  INC.  Cover  6 

Agency:    Bozeil    &   Jacobs,    Inc. 


MERRILL  LYNCH  PIERCE  FENNER 

&  SMITH    INC 6 

Agency:   Ogiivy  &  Mather  Inc. 


PAN  AMERICAN  WORLD 

AIRWAYS  INC 39 

Agency:   Carl  Ally  Inc.,  Advertising 


PETERSON,   HOWELL  &   HEATHER, 
HOMEQUITY-HOMERICA  58 

Agency:   VanSant,    Dugdale    &   Co.,    Inc. 


T.   ROWE   PRICE  GROWTH 

STOCK  FUND,  INC 75 

Agency:   VanSant,    Dugdale   &   Co.,    Inc. 


RCA  CORPORATION  Back  Cover 

Agency:  J.  Walter  Thompson   Company 


RANDUSTRIAL  CORPORATION  77 

Agency:    Mt.    Pleasant  Advertising,    Inc. 


RESALE  ACCRUED  EQUITIES  77 

Agency:   Byrde,    Richard    &   Pound,    Inc. 


R.J.   REYNOLDS   INDUSTRIES,   INC.  72 

Agency:    Long,   Haymes  &  Carr,  Inc. 


JOS.  SCHLITZ  BREWING  CO 40-41 

Agency:    Leo   Burnett  U.S.A. 


SHEAFFER   PEN   COMPANY 

SPECIAL  PRODUCTS  DIVISION  33 

Agency:    Kelly,  Tims  &  Andrus,   Inc. 


SKYTOP  CLUB    72 

Agency:   Ecoff  &  James,   Inc. 


SOUTHERN    RAILWAY   SYSTEM   Cover   8-9 

Agency:   Cunningham  &  Walsh  Inc. 


SPERRY  RAND  CORPORATION     .    Cover  7 

Agency:   Young  &  Rubicam 
International    Inc. 


STANDARD  &  POOR'S  CORPORATION     27 

Agency:    Phillips/Alogna     Associates, 
Inc. 


TV  GUIDE   MAGAZINE 

DIv.  of  Triangle  Publications,  Inc 30 

Agency:   N.W.    Ayer    ABH     International 


TIME  MAGAZINE  54 

Agency:   Young  &   Rubicam 
International  Inc. 


UNION   OIL  COMPANY 

OF  CALIFORNIA    2-3 

Agency:   Leo   Burnett  U.S.A. 


UTAH  POWER  &  LIGHT  CO 63 

Agency:    David  W.   Evans,   Inc. 


THE  VALUE   LINE 

INVESTMENT  SURVEY    71 

Agency:   The     Vanderbilt    Advertising 
Agency,    Inc. 


THE  WALL  STREET  JOURNAL 

Agency:   BBDO,  Inc. 


7-8-9 


WESTINGHOUSE   ELECTRIC 
CORPORATION  10-11 

Agency:   Ketchum,     MacLeod     &    Grove 
Inc. 


WHAT'S  SO  GOOD  ABOUT 
OUR  ROOF  SPRAY  SYSTEM? 

1.  ECONOMY.  The  Randustrial®  Roof 
Spray  Process  can  save  you  up  to  50%  on 
labor  costs  —  because  your  own  men  do  all 
the  work.  We  loan  you  the  equipment 
FREEOFCHARGE. 

2.  CONVENIENCE.  You  decide  when  the 
work  is  to  be  done.  We  instruct  your  men 
on  the  use  of  the  equipment  and  proper 
roofing  procedures. 

3.  EFFECTIVENESS.  Simply  patching  and 
spraying  your  roofs  once  every  3  to  5  years 
with  Randustrial  ®'s  quality  roofing  ma- 
terials prolongs  roof  life  and  saves  replace- 
ment costs. 

For  full  details  on  the  Randustrial®  Roof 
Spray  Process  and  a  FREE  copy  of  our  64 
page  Industrial  Maintenance  Catalog,  simply 
inquire  or  call  us  collect  at  (21 6)  283-0300. 


Flandust:rial  i 


orporatlon 

Sales  Offices  in  Principal  Cities 


1 3306      Union  Ave.  Cleveland,  Ohio  44120 
Phone:  (216)283-0300 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  '/a  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR 

Dallas,  Texas  75229  Ph.  (214)  243-4253 

Call  toll  free  800-527-26S4  except  from  Texos 


FREE  APPRAISAL  of 
SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

(MIn.  quantity:  500  gal.  of  grain  or 
blends;  250  gal.  of  malt.) 

RESALE  ACCRUED  EQUITIES  inc. 

Broker  Dealers  Registered  with  the  S.E.C. 

Write  F.C.  Schoenwald 

380  Lexington  Ave.,  N.Y.C.  10017 

(212)M01-3595 
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Diligence  is  the  mother  of 
good  fortune,  and  idleness,  its 
opposite,  never  brought  a  man  to 
the  goal  of  any  of  his  best  wishes. 
Miguel  de  Cervantes 


So  with  slight  efforts,  how 
should  one  obtain  great  results? 
It  is  foolish  even  to  desire  it. 
Euripides 


Every  person  is  powered  by 
a  self-esteem  engine. 
Frank  Tyger 


No  hour  is  to  be  considered 
a  waste  which  teaches  one 
what  not  to  do. 
Charles  B.  Rogers 


Sloth,  like  rust,  consumes 

faster  than  labor  wears,  while 

the  key  often  used  is  always  bright. 

Cenjamin  Franklin 


Many  of  life's  noblest  enterprises 
might   never   have   been    undertaken 
if  all  the  difficulties  and 
defects  could  be  foreseen. 
Theodore  Cuyler 


Don't  expect  to  grow 

if  you  shrink  from  responsibility. 

Arnold  Glasow 


No  man  has  a  right  to  do 
as  he  pleases,  except  when 
he  pleases  to  do  right. 
Charles  Simmons 


Indifference  is  the  invincible 
giant  of  the  world. 

OUIDA 


Experience  shows  that  success 
is  due  less  to  ability  than 
to  zeal.  The  winner  is  he  who 
gives  himself  to  his  work, 
body  and  soul. 
Charles  Buxton 


Zeal  is  fit  only  for  wise  men, 
but  is  found  mostly  in  fools. 
Thomas  Fuller 


Our  bravest  and  best  lessons 
are  not  learned  through  luiccess, 
but  through  misadventure 
Amos  Bronson  Alcott 


There  is  more  genuine  joy 
in  climbing  the  hill  of  success, 
even  though  sweat  may  be  spent 
and  toes  may  be  stubbed, 
than  in  aimlessly  sliding  down 
the  path  to  failure.  If  a 
straight,  honorable  path 
has  been  chosen,  the  gaining 
of  the  summit  yields  lasting 
satisfaction.  The  morass 
of  failure,  if  reached  through 
laziness,  indifference  or  other 
avoidable  fault,  yields  nothing 
but  ignominy  and  sorrow  for 
self,  and  family  and  friends. 
B.C.  Forbes 


We  are  judged  by  what  we  do 

and  not  by  what  we  claim  we  do. 

William  Feather 


In  the  intercourse  of  life, 
we  please  more  by  our  faults 
than  by  our  good  qualities. 
La  Rochefoucauld 


Failures  either  do  not  know 

what  they  want,  or  jib  at  the  price. 

W.H.  AUDEN 


Right  intention  is  to  the  actions 

of  a  man  what  the  soul  is  to 

the   body,   or   the   root   to   the   tree. 

Jeremy  Taylor 


It  is  not  so  much  the  being  exempt 
from  faults,  as  having  overcome 
them,    that   is    an    advantage    to   us. 
Alexantjer  Pope 


Never  let  us  be  discouraged 
with  ourselves.  It  is  not  when 
we  are  conscious  of  our  faults 
that  we  are  the  most  wicked; 
on  the  contrary,  we  are  less  so. 
pRANgois  Fenelon 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— the  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,N.Y.  10011.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


We  can  profit  only  by  our  own 
misfortunes  and  those  of  others. 
The  former,  though  they  may  be 
the  more  beneficial,  are  also 
the  more  painful;  let  us  turn, 
then,  to  the  latter. 

POLYBIUS 


A  Text  .  .  . 


Sent  in  by  John  S.  Macpherson,  Chi- 
cago, 111.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


And  if  a  man  also  .strive  for  masteries, 
yet    is    he    not    crowned,    except    he 
strive  lawfully. 
II  Timothy  2:5 
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In  the  last  5  years,  our  return 
on  average  stockholders'  equity 
has  increased 
two  and  one-half  tinnes. 


21.7% 


20.9% 


That's  growth. 
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Specialty  chemicals  such  as  flame  retardants  for  children's  sleepwear  and 
other  textiles  are  making  an  Important  contribution  to  our  growth. 


1974 


1975 


Stauffer  is  a  hot  new  91-year-old  chemical  company 
fired  up  by  steady  growth  and  sustained  earnings.  The 
proof  is  in  our  financial  results. 

During  the  past  five  years,  our  return  on  average 
stockholders'  equity  has  increased  two  and  one-half 
times  to  21.7  percent.  We've  almost  doubled  our  sales  to 
$950  million.  We've  quadrupled  our  net  earnings  to  $99 
million.  And  we've  nearly  quadrupled  our  earnings  per 
share  to  $9.19  on  a  fully  diluted  basis. 

More  than  20  percent  of  our  net  after-tax  earnings 
now  come  from  international  opt  -?»tions  and  export  sales. 

One  reason  we're  growing  i^  diversification  into 
specialized  products  and  markets.  A  major  growth  area 
is  specialty  chemicals  such  as  our  Fyrol"  76  flame  re- 
tardant  for  textiles,  Fyrol"  6  flame  retardant  for  rigid 


urethane  foam,  and  Crystex'  insoluble  sulfur  for  the 
rubber  industry.  These  and  other  specialty  chemical 
products  accounted  for  12  percent  of  our  net  sales  in  1975. 

Specialty  chemicals  are  just  one  of  our  eight  basic 
chemical  business  areas.  The  others  are  industrial  chem- 
icals, 33  percent  of  sales;  agricultural  chemicals,  17  per- 
cent; international  operations,  13  percent;  plastics,  11 
percent;  fertilizer  and  mining,  6  percent;  food  ingredients. 
6  percent,  and  chemical  systems, 
2  percent. 

If  you'd  like  to  know  more 
about  a  company  on  the  move, 
send  for  our  Annual  Report 
Stauffer  Chemical  Company, 
Dept.  B,  Westport,  CT  06880. 
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These  are  the*brand  names  that  make  Scovill  a  leader  in 
growing  markets.  Famihar  names  such  as  NuTone,  No.  1  in 
built-in  housing  products.  Hamilton  Beach,  No.  1  in  many 
small  appliances.  Dritz,  No.  1  in  sewing  aids.  Gripper,  No.  1 
in  apparel  fasteners.  Schrader,  No.  1  in  tire  valves. 

Today  we  have  a  "new"  Scovill.  We  sold  our  brass  mills 
—  because  they  did  not  fit  our  plans  for  long-term  growth. 
Now  we  can  benefit  fully  from  Scovill's  leadership  in  brand 
name  products. 

This  leadership  is  reflected  in  our  second  quarter  results. 
Per  share  earnings  from  continuing  operations  rose  from  24<f 
in  last  year's  second  quarter  to  68<f  this  year. 

So  the  "new"  Scovill  is  off  to  a  fine  start.  The  brand 
name  company  that  has  paid  dividends  for  120  consecutive 
years  — the  longest  record  of  any  industrial  on  the  big  board. 
For  more  information,  write  to:  The  "New"  Scovill,  97  Mill 
Street,  Waterbury,  Connecticut  06720. 
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BRAND  NAME  LEADERSHIP  IN  GROWING  MARKETS 
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Ametek's  most  recent  $.30-per- 
share  payment  represents  its 
130th  consecutive  quarterly 
dividend. 

In  fact,  Ametek  has  increased  its 
dividend  for  26  of  the  last  27  years. 
(In  1971,  government  regulations 
precluded  an  increase.)  The  current 
annual  rate  is  $1.20  per  share. 


Sales  for  1975  reached  $224  mil- 
lion. With  improved  profit  margins, 
earnings  reached  $2.55  per  share. 

To  keep  them  both  growing, 
Ametek  has  invested  $31  million 
in  new  plants  and  equipment  over 
the  last  five  years — equipment 
that  produces  a  broad  mix  of  cap- 
ital goods,  components,  and 


controls  for  energy,  agriculture, 
chemical  and  other  basic  markets. 

To  learn  more,  request  latest 
reports  from:  AMETEK,  Inc., 
Investor  Information,  233 
Broadway,  New  York,  N.Y.  10007. 

AMETEK 


Ametek  investors 
talk  about  their  company: 


"I've  recommended 

Ametek  to  my  clients 
1^  because  of  Its 
potential  for  both 
capital  appreciation 
and  increasing 
'  dividends." 


<'  ^ 
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The  Bell  System  can  solve  more  than 
Here's  the  data  to  prove  it. 


Modular  Data  CommunicationsTerminal  Systems 


Financial  Transaction  Syster 


Inquiry/ Response  Systems 


Analog  Data  Transmission  Systems 


1 


four  voice  communications  problems. 


As  you  know,  the  Bell  System  has  been  looking  after  the 
voice  communications  needs  of  business  since  the  telephone  was 
invented. 

What  you  might  not  be  so  familiar  with  is  the  amount  of 
expertise  we  also  have  in  data  communications.  For  example,  the  Bell 
System  runs  the  world's  largest  data  transmission  network. 

In  addition,  we've  spent  years  designing  and  perfecting  a 
number  of  data  systems  (like  the  ones  shown  at  left)  for  business  use. 
What  does  all  of  this  mean  to  you? 

It  means  we  can  help  you  run  your  business  better  with  a  total 
communications  system  that's  designed  to  meet  your  needs  for  years 
to  come.  Perhaps  better  than  anyone  else  can.  Because  the  Bell 
System  is  the  only  single  company  that  can  combine  voice  and  data 
in  a  system  that's  tailor-made  to  solve  your  problems. 

We  take  total  responsibility  for  the  system— design,  installa- 
tion, maintenance  and  repair.  And  when  it  serves  your  interests  best, 
we'll  draw  upon  reliable  outside  sources  to  insure  that  you  get  exactly 
the  system  you  require. 

All  of  this  gives  you  another  plus:  When  you  work  with  the  Bell 
System,  Bell  is  the  only  communications  company  you  have  to  work  with. 

If  you'd  like  more  proof  that  the  Bell  System  can  provide  every- 
thing you  need  in  communications,        V#Wyk  ■ 
contact  one  of  our  Bell  Account  |  ^^  |#VL 

Representatives. They'll  really  ^)^?^^^S^^iLlH 

scramble  for  you.  ■wEH^^t^^^l^ 

SIBIUTY 


(§)  Bell  System 


Forbes 


Side  Lines 


Editor:  James  W.  Michaels 

Art  Director:  Ed  Wergeles 

Executive  Editor:  Dero  A.  Saunders 

Economics  Editor:  Ben  Weberman 

Senior  Editors:  James  Cook,  Ruth  Gruenberg, 
Robert  J.  Flaherty,  Stephen  Quickel,  Geoffrey 
Smith,  Howard  Rudnitsky 

Associate  Editors:  William  Reddig,  Clothield 
Spencer,  Malcolm  S.  Forbes  Jr.,  Jefferson 
Grigsby 

Staff  Writers:  Paul  Gibson,  Subrata  N. 
Chakravarty,  David  L.  Warsh 

Reporters:  Lawrence  Minard,  Esther  Dyson, 
Phyllis  Berman,  Paul  Blustein 

Assistant  Editor  Betty  Franklin 

Statistical  Department:  Editor,  Robert  M. 
Sterenson;  Associate  Editor,  Donald  E.  Popp; 
Edward  Sakalian,  Maria  M.  Latorraca,  Ann 
Oliver 

Reporter-Researchers:  Richard  E.  Smith,  Alison 
Stolzman,  Breeze  McMennamin,  Susan  Denvir, 
Sally  Hardesty,  Elizabeth  Bailey 

Copy  Department:  Chief,  James  Henderson; 
Dolores    Guilhot,    Alex    Mitchell,    Nanci    Hollas 

West  Coast  Bureau:  Ellen  Melton,  Manager; 
Kathleen  K.  Wiegner,  Sally  J.  Koris 

Washington  Bureau:  Paul  W.  Sturm,  Manager; 
Jean  A.  Briggs,  Marcia  R.  Berss 

European  Bureau:  James  Flanigan,  Manager; 
Marilyn  Dammerman 

Art  Department:  William  E.  Galbreath,  Roger 
Zapke,  Assistant  Directors;  Nikki  Frost,  Ruth 
Rothstein 

Columnists:  Heinz  H.  Biel,  Lucien  O.  Hooper 

Director  of  Production:  John  J.  Romeo; 
Assistants,   Robert  M.   Rosengarten,   Edward 
Morgan,  Leonard  L.  SeidI,  Diane  B.  Freeman 

Wire  Room  Manager:  James  Cianelli; 
Assistant,  Vincent  Loccisano;  Arthur  Petz 

Advertising  Production:  Patricia  Deckelnick 

Librarian:  Dolores  A.  Lataniotis; 

Clarita  Jones,  Santiago  Alvarado,  Gloria  Katz 


B. 


President  and  Editor-in-Chief:  Malcolm  S.  Forbes 
Publisher:  James  J.  Dunn 
Executive  Vice  President:  Leonard  H.  Yablon 
Vice  President  Administration:  Peter  Kiers 
Vice  President-Treasurer  Leonard  Greenberg 
Vice  President-Secretary:  Malcolm  S.  Forbes  Jr. 
Controller:  Joel  B.  Redler 

Director  of  Advertising: 

Stephen  G.  Nicoll 

Director  of  Sales  Promotion  and  Research: 

Wm.  Donald  Garson 

Director  of  Circulation: 
James  A.  Haworth 

Director  EDP:  Jerome  Hoffman 

Advertising  Representatives: 

New  York:  60  Fifth  Ave.,  10011, 

Peter  M.  Schoff.  Mgr., 

Arnold  J.  Prives,  Fin.  Adv.  Mgr, 

William  R.  Arnold,  Dir.,  Spec.  Proj., 

George  C.  Clissold,  Christopher  C.  Forbes, 

Donald  W.  MacDonald,  G.  Douglas  Kinzel, 

G.  Croft  Henry 

Atlanta:  550  Pharr  Rd.  N.E.,  30305, 
Don  L.  Uhlenhopp,  Mgr. 

Chicago:  435  N.  Michigan  Ave.,  60611, 

Richard  W.  Reynolds,  Mgr., 

James  H.  Mallon,  Fred  H.  Wellington 

Cleveland:  Suite  501,  The  Leader  Building, 

44114, 

James  B.  Norton,  Mgr. 

Detroit:  2401  West  Big  Beaver  Rd., 
Troy,  Mich.  48084, 
Richard  E.  Forbes,  Mgr. 

Los  Angeles:  5900  Wilshire  Blvd.,  90036 
Robert  L.  Kimmerle,  Mgr. 

San  Francisco:  50  California  St.,  94111 
John  B.  Cunningham,  Mgr. 

Dallas:  2660  LTV  Tower,  75201,  Donald  R.  Brown 

Classified:  Sarah  Madison 

60  Fifth  Avenue,  New  York,  N.Y.  1001 1 

Phone:  212-675-7500 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.,  New  York,  N.Y.  10011 


Mirror,  Mirror 

Metaphorically  speaking,  what  do  you  see  when  you  look  in  the  mirror- 
as  an  investor,  that  is?  Are  you  the  traditional  New  England  banker— safety 
of  principal  above  all?  Are  you  the  daring,  slashing,  go-for-broke  type?  Or 
Mr.  Milquetoast— just  plain  scared?  We  raise  these  questions  in  this,  our 
21st  Annual  Mutual  Fund  Survey.  The  point  we  make  is  that  you  may 
well  be  all  three,  depending  on  your  recent  experience.  That's  why  it  isn't 
too  wise  to  depend  on  trendiness 
when  it  comes  to  buying  investment 
merchandise.  Most  salesmen  will  do 
what  comes  naturally.  They  will  try 
to  sell  you  whatever  is  hot  at  the  mo- 
ment, whatever  you  are  currently  most 
conditioned  to  want.  In  the  Fifties, 
you  wanted  protected  investments  in 
a  cross  section  of  U.S.  industry.  In 
the  late  Sixties  you  wanted  a  piece  of 
the  hottest  riders  in  the  stock  market 
rodeo.  Right  now,  most  of  you  seem 
to  lean  toward  bonds  and  fixed-in- 
come funds,  limited  risk,  even  at  a 
yield  below  that  of  a  year  ago. 

Our  moral  is:  Make  up  your  own  mind.  Don't  follow  the  herd.  That  is 
why  we  have  been  rating  the  mutual  funds  annually  since  1956.  To  give 
businessmen  an  impartial  judgment  on  the  ability  of  the  different  mutual 
funds  to  do  well  in  good  times  and  bad,  in  go-go  markets  and  just  plain 
gone  markets.  Our  rankings  stress  two  things:  Long-range  performance 
and  consistency.  To  get  a  high  ranking,  a  fund  must  have  done  well  in  all 
kinds  of  markets  over  a  long  period  of  time.  So,  don't  make  a  decision 
based  on  results  over  a  year  or  two:  What's  hot  today  may  be  ice-cold 
tomorrow.  So  forget  about  those  changing  mirror  images  and  concentrate 
on  the  big  picture.  That's  what  our  survey  is  all  about. 
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PAID  CIRCULATION  OVER  640,000 


We  like  to  think  that  people  don't  just  read  Forbes;  they  act  on  it  as 
well.  That  this  is  true  was  brought  home  to  us  last  month  when  Senior  Edi- 
tor Robert  J.  Flaherty  paid  a  visit  to  the  Framingham,  Mass.  plant  of  Prime 
Computer,  Inc.  A  few  years  back  Prime  didn't  even  exist.  Today  it  oc- 
cupies 62,000  square  feet  and  employs  336  people.  A  Nov.  1,  1971  Forbes 
article  ("The  Education  of  Dave  Dunn")  played  a  major  part  in  Prime's 
development.  Here's  what  happened. 

Fourteen  months  earlier  David  J.  Dunn  had  left  J.H.  Whitney  &  Co.  Dunn 
was  struggling  to  set  up  his  own  venture  capital  firm,  Idanta  Partners.  The 
stock  market  crash  of  1969-70  (the  Dow  Jones  industrial  average  was 
down  from  nearly  1000  to  631)  was  still  painfully  fresh  in  investors' 
minds.  That's  why  we  say  Dunn  was  "struggling."  But  he  did  raise  some 
money,  and,  as  he  told  Forbes,  he  was  interested  in  the  by  then  unfashion- 
able business  of  investing  in  startups  in  the  electronic  data  processing  field. 
A  group  of  would-be  minicomputer  makers,  who  had  tried  in  vain  to  raise 
money,  read  the  article.  They  approached  Dunn.  He  liked  what  they  had 
to  offer.  Prime  Computer  was  bom. 

It  has  been  his  finest  investment.  Dunn's  firm's  $700,000  stake  is  now 
worth  about  $9  million  in  the  over-the-counter  market,  and  Prime  earned 
almost  $700,000  last  year- 16  cents  a  share. 

"1  felt  like  a  godfather,"  Bob  Flaherty  said  after  visiting  the  plant,  "ll 
was  quite  a  thrill.  The  press  often  is  accused  of  being  purely  negative; 
here  we  did  something  purely  positive— for  the  investors,  for  the  entrepre- 
neurs, for  the  men  and  women  who  owe  their  jobs  to  Dave  Dunn's  venture."  ■ 
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Well  take  on  the  most 
demanding  business  traveller 

in  the  world. 


For  more  than  forty-five  years  Swissair  has  been 
flying  businessmen  to  their  appointments  around 
the  world.  And  it  hasn't  been  easy. 

Smiles  don't  come  easy. 

A  demanding  busi- 
ness traveller  is  about 
the  most  demanding 
passenger  any  airline 
can  take  on.  To  him 
a  ticket  is  a  contract. 
He  expects  as  much 
from  us  as  any  other 
supplier  that  he  does 
business  with.  He  also 
assumes  that  we're  going  to  be  courteous,  clean, 
and  caring.  And  give  more  than  a  smile  when  he 
makes  a  request.  So  if  we  can  please  him,  we'll 
know  we've  got  quite  an  airline. 

First  class  on  eveiv  fli9ht  is  a  must. 

When  a  business  traveller  is  accustomed  to  all 
the  comforts  of  first  class,  he  ought  to  have  them. 
But  many  airlines  schedule  all-economy  flights. 
Every  one  of  Swissair's 
731  flights  a  week  has^^^^pnj 
first  class  service. 
And  in  our 
business,  as 
in  yours,  practice 
makes  perfect.  Just  ask 
anyone  who's  flown  Swissair's 

We  go  where  he  goes  or  else. 

A  business  traveller  isn't  going  to  stick  with  an 
airline  that  can't  take  him  where  his  business  takes 


him.  That's  why  as  business  has  become  more 
and  more  international,  the  Swissair  network  has 
spread  out  wider  and  wider.  At  last  count  we  flew 
to  87  cities  in  63  countries  on  5  continents.  We're 
a  true  world  wide  airline. 


A  'A'k'k^  restaurant  in  the  air. 

If  you  don't  expect  much  of  airline  food  then 
you  probably  haven't  had  the  opportunity  to  fly 
Swissair.  While  it's  difficult  to  describe  in  words 
what  food  tastes  like,  we  can  promise  Swissair's 
cuisine  is  consistent  with  the  quality  of  the  other 
services  we  offer  our  passengers. 

On  time  connections. 

The  demanding  business  traveller  expects  an 
airline  to  run  the  same  way  his  life  does.  On  time. 
Without  excuses.  He  also  demands  regular  flights 
at  convenient  hours.  So  we  fly  from  New  York. 
Boston,  or  Chicago  to  Switzerland  every  day. 
Leaving  after  the  business  day  here  and  arriving 
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at  the  beginning  of  the  very  next  business  day 
there.  It's  typical  of  the  regular  flights  we  have  to 
all  the  business  capitals  of  the  world,  whether 
they're  in  Eastern  or  Western  Europe,  Africa,  the 
Mideast  or  Asia. 

If  you  haven't  flown  Swissair  yet,  you've  prob- 
ably heard  about  us  from  demanding  business 
travellers  of  your  acquaintance.  Unless  our  rumors 
are  different  than  yours,  you've  been  hearing 
some  rather  nice  things.  We're  proud  of  that  rep- 
utation. One  of  the  reasons  we  have  it  is  that  the 
people  who  run  Swissair  are  also  quitt  demand- 
ing. But  that's  understandable.  They're  Swiss 
businessmen. 

For  reservations  and  information  about  any  of 
Swissair's  wide-body  flights  from  New  York. 
Boston,  Chicago,  Toronto  and  Montreal  see  your 
TRAVEL  AGENT  corporate  travel  consultant, 
or  your  local  Swissair  office. 


;WI55AIR-h 

We  take  on  the  world's 
most  demanding  business  travellers. 


Now  for  only  $6  a  month  you  can  get 
rid  of  freightpayment  headaches  forever. 

(including  such  nagging  ones  as  accounting,  clerical,  postage  and  past  dues) 


If  there  was  ever  a  time  to 
make  every  dollar  count  it's  right 
now.  Which  explains  why  more 
than  3,000  companies  are  glad 
they've  joined  our  First  Freight 
Payment  Plan -the  largest  in 
the  nation. 

As  shippers  they  rely  on  it  to 
simplify  accounting,  reduce 
clerical  workload,  comply  with  ICC 
regulations,  eliminate  postage 


expenses  and  dunning  notices. 
They  have  the  assurance  of 
immediate  100%  recourse  within 
30  days  of  entry. 

Shouldn't  your  firm  be  a 
member,  too?  You'll  receive  all 
these  advantages -and  more- 
for  only  $6  a  month!  So,  whether 
you're  handling  100  or  1,000 
checks  a  month  for  freight  pay- 
ments, it  will  certainly  pay  you  to 


get  in  touch  with  us. 

We  have  optional  features,  too 
...audit  and  analyses  services, 
guaranteed  100%  carrier  cover- 
ages, volume  report  of  all  freight 
activity,  and  a  detailed  report  of 
all  adjustments. 

We're  ready  to  serve  you 
across  the  country.  As  a  start,  give 
Phil  Manningacall-in  Boston  at 
(617)  434-6463.  In  New  York  call 
0X5-2370,  Ext.  6463. 


For  dollar -stretching  ideas...were  the 
first  people  to  talk  to  ^^^^  The  First 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 


1 


Trends  &Tangents 

Foreign 

Pillar  Of  Mire 

Swedish  engineers  have  come  up 
with  an  imaginative  alternative  to 
driving  piles,  the  usual  way  to  build 
a  foundation  in  soft  soils  and  clay. 
A  one-man-operated  giant  drill  chums 
the  soil  to  a  depth  of  32  feet.  Then 
a  powder  consisting  mainly  of  un- 
slaked lime  is  added  to  the  loosened 
soil,  and  the  two  combine  gradually 
to  form  an  underground  pillar  as 
strong  as  concrete.  The  only  draw- 
back is  that  while  the  initial  drilling 
is  completed  in  15  minutes  at  half  the 
cost  of  conventional  pile-driving,  the 
chemistry  of  the  process  works  so 
slowly  that  the  pillar  gets  half  its  ul- 
timate strength  only  after  two  months. 

Washington 

Taxpayers'  Tankers 

Despite  the  shambles  in  the  world 
tanker  market  and  the  sad  state  of 
many  other  federal  guarantee  pro- 
grams, the  Commerce  Department's 
Maritime  Administration,  responsible 
for  shipbuilding  loan  guarantees  un- 
der the  1936  Merchant  Marine  Act, 
seems  surprisingly  buoyant.  The  agen- 
cy will  earn  some  $19.7  million  for  tax- 
payers in  fiscal  1976  on  $4.9  billion 
in  outstanding  guarantees,  vs.  $11.7 
million  in  fiscal  1975  and  $5.3  million 
in  1970.  Pure  luck?  MarAd  sets  cri- 
teria private  lenders  might  consider: 
Longer-than-usual  terms  (20  to  25 
years)  absorb  violent  short-term  fluc- 
tuations. The  agency  guarantees  only 
a  part— often  no  more  than  75%— of  a 
ship's  actual  cost;  has  first  call  on  a 
property  in  default;  and,  unlike  most 
banks,  does  not  figure  inflation  into 
ship  revenue  projections.  With  con- 
struction costs  mounting  all  the  time, 
the  agency  can  usually  sell  a  ship  for 
at  least  the  guarantee  amount.  In  40 
years,  MarAd  has  had  only  ten  de- 
faults for  *  net  loss  of  $14.6  million. 


Business 


Nuts  To  You 

In  its  heart.  Standard  Brands 
(sales:  $1.65  billion)  must  have  been 
rooting  for  Jimmy  Carter.  Not  for  the 
political  leadership  the  peanut  farm- 
er can  provide,  but  for  the  free  ad- 
vertising and  increased  sales  his  can- 
didacy may  yield.  Mr.  Peanut,  the 
63-year-old  trademark  of  Standard 
Brands'  Planters  Peanut  division,  dec- 
orated many  a  placard  in  New  York's 


Madison  Square  Garden  the  night 
Carter  was  nominated.  Not  about  to 
let  a  good  opportunity  slip  by,  the 
nation's  largest  salted  peanut  seller 
ran  an  eye-catching  ad  in  nine  major 
newspapers  the  day  after  Carter  was 
nominated— but  prior  to  his  running- 
mate  announcement.  The  advertise- 
ment showed  the  top-hatted  Mr. 
Peanut  and  declared,  "Our  choice  for 
Vice  President .  .  .  No  party  is  com- 
plete without  him." 

Why  Not  Look  It  Up? 

Though  customers  of  several  Bell 
System  companies  now  pay  for  di- 
rectory assistance  calls,  a  plan  to  ex- 
tend the  practice  to  California  was 
rejected  by  the  state  Public  Utilities 
Commission.  The  PUC,  with  typical 
myopia,  said  the  plan  was  "like  charg- 
ing for  the  dial  tone"— though  the 
company  estimated  it  would  save  $40 
million  a  year  if  it  could  charge  for 
the  1  million  information  requests 
it  gets  daily.  So  the  company  is  ex- 
perimenting with  another  way  to  dis- 
courage information  calls:  a  16-second 
recorded  message  reminding  custom- 
ers to  look  in  their  phone  books  for 
listed  numbers.  So  far  the  results  have 
been  encouraging;  in  one  city  infor- 
mation calls  decreased  by  40%  after 
the  message  system  was  introduced. 
{Continued  on  page  101 ) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q 1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 

How  to 

shop  for 

bonds 


Free  booklet  answers 
most  of  the  questions  you 
might  have  about  bonds. 

38  plainly  written  pages 
on  tax-free  municipals.  Gov- 
ernment guaranteed  issues. 
Corporates.  And  more. 

Tells  how  bonds  could  make 
your  money  work  harder. 
Plus  19  helpful  charts  and 
diagrams,  8  detailed  case 
histories,  glossary. 


(( 
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The  Bond  Book 


Call  800-327-4800  toll-free 
(1-800-432-7521  in  Florida).  Or  write: 
Merrill  Lynch  Service  Center, 
P.O.  Box  700,  Nevada,  Iowa  50201 

NFO0815BON 
Name 


Address. 
Citv 


State, 


_Zip_ 


Business  Phone- 


Home  Phone_ 


Merrill  Lynch  customers,  please  give  name 
and  office  address  of  Account  Executive: 


Merrill  Lynch 

Pierce 

Fenner  &  Smith  inc. 


'   C'opyi  ight  197(>  Mei'iill  Lynch  Pieici-  Ki'iinj^i-  &  Smith  liir. 
Member,  Securities  Investor  Protection  Corporation  (SU'C'I 
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The  IBM 

Memoiy  Typewriter. 


Because  It  remembers 
what  you  type  and  can 
play  it  back  automati- 
cally, with  corrections, 
you  get  letter-perfect 
work.  Every  time.  With- 
out the  delay,  expense, 
or  drudgery  of  manual 
retyping  and  reproofing. 


INTER-OFFICE  MEMO 


David  May 
Marketing 


-  Building  G 


Date:  May  12,  1975 


From:  Research  Department 


Form  material  such  as 
this  can  be  stored  in  the 
Memory  Typewriter,  then 
played  back  whenever 
needed.  When  revisions 
are  required,  only  the  re- 
visions have  to  be  typed. 
The  entire  corrected  page 
is  then  typed  back  auto- 
matically, ready  for  sig- 
nature. 


Here  is  the  information  which  you  requested  on  May  9.   This 
information  is  in  the  public  domain  and  is  not  restricted. 


Typing  mistakes  no  long- 
er have  to  be  messy  and 
ime-consuming.  The 
/lemory  Typewriter  lifts 
nistakes  (a  character,  a 
vord,  or  a  line)  right  off 
he  page  with  the  press 
ti  a  key.  Which  means 
jven  first  drafts  can  be 
lone  faster,  yet  come  out 
IS  clean  and  easy  to  read 
s  this. 
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PER  CAPITA  CONSUMPTION  OF  FOOD  GRAINS  IN  POUNDS 
1969  -  1972 


Corn  Products: 

Cornmeal  and  other 
Corn  sirup  and  sugar 
Oat  food  products 
Barley  food  products 

Wheat : 

Flour 

Breakfast  cereals 
Rye,  Flour 
Rice,  Milled 


1969   1970   1971   1972 


15. 
20. 

3. 

1. 


112 

2. 
1. 
8. 


15.8 

20.8 

3.2 

1.2 


15.8 

21.4 

3.2 

1.2 


110 
2. 
1. 
6. 


110 
2, 

1, 
7, 


15, 

21. 

3, 

1, 


110 
2, 
1, 
7, 


If  you  have  any  questions  or  require  additional  information, 
please  call  Mrs.  Dobson  on  3493. 


Joseph  Foran 
Research  Director 


The  Memory  Typewriter 
automatically  centers, 
alignscolumnsof  figures, 
indents,  even  underlines. 
Which  means  complex 
material  can  be  stored 
and  played  back  as 
needed.  Without  errors. 
Without  long  waits.  With- 
out frayed  tempers. 


You  get  the  standard  10 
characters  per  inch  un- 
less you  flip  a  lever. Then 
you  get  a  space-saving 
12  characters  per  inch.  If 
the  type  style  on  this  page 
doesn't  suit  you,  we  have 
over  20  others.  Any  one 
can  be  snapped  in  place 
in  a  matter  of  seconds. 


If  you  would  like  to 
produce  work  like  this, 
with  ease  like  this,  call 
the  IBM  Office  Products 
Division  branch  near 
you.  We'll  be  happy  to 
demonstrate  the  Memory 
Typewriter  for  you,  at 
your  convenience. 


-mmmm 
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{Judge  for  yourself     . 
'  ow  much  you  need  it. 

IBM. 


Word  Processing 


SYNALLOY  THIRD 

QUARTER  EARNINGS 

CONTINUE  TO  GROW 


For  the  3rd  Quarter  9  month  period  of  fiscal  1976,  Synalloy 
continues  to  show  an  upward  trend  in  earnings. 

Net  earnings  for  the  current  months  increased  16%  to 
$674,147,  or  31  cents  per  share,  as  compared  with 
$582,420,  or  26  cents  per  share  in  last  year's  third  quarter. 

A  25%  increase  in  Synalloy  s  quarterly  cash  dividend  has 
also  been  declared.  Accordingly  5  cents  per  share  divi- 
dend was  paid  August  13, 1976  to  shareholders  of  record, 
July  30,  1976. 

If  you  want  more  facts,  send  for  copies  of  our  1975  Annual 
Report,  First,  Second  and  Third  Quarterly  Reports  to  Robert 

S.  Davies,  Synalloy  Corporation,  Dept.  F-13,  Box 

5627,  Spartanburg,  S.C.  29301 . 


SYNALLOY  CORPORATION 

Chemicals  •  Dyes  •  Alloy  Equipment  •  Distribution 


^^ 


Readers  Say 


Betty  Leads  Jerry 

Sir:  The  President  and  Mrs.  Ford 
were  amused  by  your  editorial  sug- 
gestion that  Betty  would  be  the 
strongest  vice  presidential  candidate 
( Fact  <b  Comment,  Aug.  1 ) .  The  Pres- 
ident has  often  told  audiences  that  he 
hopes  he  can  get  his  votes  up  to  the 
level  of  Mrs.  Ford's  polls. 

—Ron  Nessen 

Press  Secretary 

to  the  President, 

The  White  House 

Washington,  D.C. 

What  A  Place  In  History 

Sir:  Re  "The  Invisible  Crisis" 
(July  15).  While  the  nation  needs 
creative  and  constructive  energy  poli- 
cies "aimed  at  the  history  books  rath- 
er than  vagaries  of  political  poles," 
there  can  be  no  doubt  that  the  pol- 
icies we  are  now  pursuing  will  also 
command  a  place  in  history.  That 
chapter,  if  written,  will  trace  the  de- 
cline of  American  economic  strength 
and  leadership. 

— E.L.  Shafer 

Senior  Vice  President, 

Continental  Oil  Co. 

Stamford,  Conn. 

Not  That  Good 

Sir:  Even  though  our  engineers  do 
a  great  job  ("Texas  Turns  To  Coal," 
July  1),  they  are  not  good  enough  to 
build  nuclear  plants  for  $200  per  kilo- 
watt. Due  to  inflation  and  environ- 
mental problems,  our  costs  today  have 
risen  to  $300  to  $350  per  kilowatt  for 
coal  plants  and  $450  per  kilowatt  or 
better  for  nuclear  plants. 

— T.L.  Austin  Jr. 

Chairman  and  CEO, 

Texas  Utilities  Co. 

Dallas,  Tex. 

Ford  And  Carter 

Sir:  Re  your  fear  of  Governor 
Carter  and  the  budget  (Aug.  1), 
knowing  the  man  personally  would 
convince  you  that  he  can  give  the 
public  more  for  their  dollars  spent. 
Many  people,  mostly  Northerners,  do 
not  understand  the  nominee,  but  nei- 
ther do  they  understand  the  New 
South.  However,  the  great  population 
transition  is  pyramiding  there.  Mint 
juleps  are  no  longer  the  social  vogue. 
We  even  have  enthusiastic  balloonists 
in  the  South. 

— C.  Felix  Harvey 
Kinston,  N.C. 

Sir:  Carter  and  Mondale  castigated 

President    Ford   for   pardoning    Rich- 

(Continued  on  page  102) 


12 


FORBES,   AUGUST   15,    1976 


f 


Join  the  waste  watchers 

and  see  how  much  more 

your  paper  dollars  can  buy. 


More  for  your  money. 
Fort  Howard  has  more  ways  for  you 
to  get  more  for  your  money.  Like  our 
new  700-foot  roil  towei.  You  get 
more  liand-dries  and  less  chance 
of  run-out. 

Or  our  1800-sheet  roll  of  Billow® 
tissue.  Because  it's  longer  than  the 
standard  1000-sheet  roll,  it  doesn't 
have  to  be  changed  as  often,  so  your 
maintenance  man  makes  fewer  trips. 

Either  way,  your  maintenance 
dollars  buy  more  productivity. 


More  paper,  too. 
Your  maintenance  man  may  be 
throwing  away  up  to  25%  of  your 
paper  dollars  in  stub  roll  leftovers 
when  he  refills  the  cabinet.  Now 
the  Commander  I®  cabinet  lets  you 
load  a  new  roll  towel  that  won't  start 
feeding  until  the  old  roll  runs  out. 

Be  a  waste  watcher. 

Call  your  Fort  Howard  distributor 

and  become  a  waste  watchei 

Before  another  dollar 

slips  away. 


tchec^ 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  ■ 


The  Waste  Watchers. 
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What  is  Case 


•  • 


devel 


to  help  develop 


ing 


If 


ing  countries? 


Our  world  population  today  stands  at  an 
all-time  high  of  four  billion  people.  That's  80 
million  more  people  than  a  year  ago,  and  many 
of  them  live  in  developing  nations.  Today, 
there  are  220,000  more 
mouths  to  feed  than 
yesterday.  There'll  be 
another  220,000  to- 
.morrow.  That's  more 
than  the  population  of 
a  city  the  size  of  Syra- 
cuse,  New  York  or 
London,  Ontario. 

Our  exploding 
iglobal  population 
places  added  pressure 
on  food,  shelter,  water 
and  earth  resources. 
The  task  becomes 
even  more  challenging 
in  developing  coun- 
|tries  confronted  with  high  population  growth. 

Human  muscle  is  unable  to  keep  pace  with 
Ithis  growth.  Mechanization  has  proven  to  be 
|the  answer; 

And  mechanization  is  a  challenge  for 
Iwhich  Case  is  uniquely  qualified.  Case  has  de- 
veloped machines  to  help  produce  food,  erect 


Drott  excavators  are  produced 
mation  is  yours  for  the  ask 
Wisconsin  53404. 


shelter,  reshape  and  develop  the  land,  and  dig 
and  maintain  the  supporting  lifelines  for  water, 
sewage  and  utility  services. 

Case  machines  are  sold  in  180  countries 

through  a  network  of 
over  2500  dealers  and 
representatives. 

Case  manufactur- 
ing, parts  and  service 
facilities  are  located 
on  four  continents, 
and  23,000  Case 
people  of  virtually 
every  nationality,  race 
and  religion  work 
around  the  world. 

Making  the  earth 
our  business  has  es- 
tablished Case  as  the 
No.  1  producer  of  dig- 
ging  equipment: 
backhoes,  excavators  and  trenchers.  And  dig- 
ging is  a  very  big  business,  so  big  that  Case 
ranks  as  one  of  the  top  three  in  the  construc- 
tion machinery  industry  of  North  America. 


J I  Case 

A  Tenneco  Company 


by  the  Drott  Division  of  Case.  Infor- 
ing.  J  I  Case  Company,  Racine 


doing  something  about  it. 
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How  in  the  world  are 
wholesalers  In  Hannover  and 
488  other  cities  fighting  rising  costs 
with  NCR  computer  systems? 


1200  911  6 

asil- 
ctning 


Helping  wholesalers  fight  rising  costs  is 

nothing  new  for  NCR.  We  were  doing  it 

even  before  the  advent  of  carton  packaging. 

It's  no  wonder  NCR  computer  systems  are 

foremost  in  the  world  of  wholesaling. 

In  Hannover,  Germany,  a  major  European 
distribution  center,  wholesalers  such  as  Ter- 
floth  &  Snoek,  EFEKA  and  Diedr.  Lindemann 
use  their  NCR  computers  for  automatic 
processing  of  order  entry,  inventory  control 
and  financial  applications.  Applications  that 
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require  fast,  efficient  systems  to  control 
rising  costs. 

Today,  more  than  22,000  NCR  computer 
systems  serve  businesses,  institutions 
and  governments  in  over  100  countries. 
These  organizations  are  receiving  solid 
returns  from  their  investments  made  in 
NCR  systems. 

At  NCR,  we're  committed  to  help  your 
business  succeed  in  spite  of  rising 
costs. 


NCR 


Complete  Computer  Systems 
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''With  all  thy  getting  get  understanding' 


Fact  and  Comment 


KNOW  WHERE   FOREIGNERS   WITH   SOME 

are  putting  their  money? 
More  and  more,  here. 


THE  RIGHT  GUYS  WILL  NOW   BE  HOLDING  THE  BAG 

The  Federal  Trade  Commission  from  time  to  time  does      because  the  money  was  now  owed  to  someone  else.  There 
things  we  deplore,  like  threatening  the  prizes  in  Cracker      was    no   way   to    get    satisfaction   from    sharpster    sellers. 


Jack  boxes.  But  one  significant  action  the  Commission 
has  taken  recently  is  truly  magnificent— it  has  ruled  in  ef- 
fect that  a  consumer  who's  been  sold  an  unworking  gismo 
or  a  shoddy  bill  of  goods  can  stop  payment  on  an  install- 
ment contract  until  the  matter's  adjusted  or  adjudicated. 
Too  often,  swift  merchandise  movers  have  stuck  cus- 
tomers with  stuflF  that  shortly  fails— and  as  swiftly  have 


These  other  lenders  of  course  are  having  a  fit  about 
this  ruling,  wondering  what  they're  going  to  do  with  all 
those  nonworking  TV  sets  and  toasters. 

It's  no  big  problem,  fellows.  Know  the  merchants  whose 
time  payment  contracts  you  are  discounting,  and  just  dis- 
count the  crumb  bums  at  a  far  higher  rate— or  not  at  all. 

The  Federal  Trade  Commission  should  be  warmly  ap- 


sold  the  customer's  time  payment  contract  at  a  discount      plauded.  Instead  of  stretching  for  authority  it  doesn't  have, 

to  other  lenders   such   as  finance  companies   and  banks.      it  has  effectively  exercised  the  authority  it  does  have  to 

Heretofore,  the  buyer  hasn't  been  able  to  stop  paying      accomplish  the  end  for  which  it  is  meant  to  be  the  means. 

Frequent  Headline  These  Days 

GOLD  PRICE  HITS   NEW  LOW 

Which  should  come  as  no  suiprise  at  all  to   those  whoVe  been  reading  Forbes  in  recent  years. 

to 

A  MAJOR   FACTOR  IN  RUPTURING  THE  POUND 


and  bankmpting  Britain  is  its  nationalized  industries,  in- 
cluding steel,  coal,  air  transport,  railways  and  electricity 
and  gas.  Once  workers  know  they're  working  for  the  gov- 
ernment, they  figure  it's  going  to  be  for  life,  no  matter  what 
productivity,  no  matter  what  eflRciency.  No  matter  what. 
Last   year,   British   Steel   Corp.,    nationalized   in    1967, 


As  full  employment  becomes  more  and  more  an  elec- 
tion year  promise,  it's  important  to  keep  in  mind  that  trying 
to  achieve  it  by  expensively  foolish  means  will  lead  only 
to  an  ever-greater  number  of  jobless. 

Some  of  the  specific  remedies  suggested  in  the  Hum- 
phiey-Hawkins   Full   Employment   Bill   are   soundly   con- 


lost  some  $600  million,  and  its  productivity  by  U.S.  and  ceived,  including  job  programs  for  teenagers  and  the  dis- 
other  steef  standards  is  mostly  less  than  half.  When  its  advantaged.  Things  such  as  the  CCC,  PWA  and  WPA  of 
chairman  suggested  that  the  company  should  fire  50,000      Depression  fame  served  then  a  great  purpose  and  could 


unneeded  employees,  he  was  bounced. 

When  it  was  suggested  to  shipyard  workers  (ship- 
building was  nationalized  last  month)  by  the  Secretary  of 
State  for  Industry  that  65%  of  'em  would  be  unneeded 
because  of  fhe  lack  of  orders,  the  union  in  effect  told 
him  what  he  could  do  with  and  to  himself. 

Indeed,   governments  have  a  responsibiUty  to  the  un- 


do so  again.  A  minimum  income  program  such  as  that 
once  advocated  by  the  Nixon  Administration  may  be  a 
part  of  the  solution. 

Nearly  full  employment  will  come  about  in  the  future 
as  it  has  in  the  past— both  here  and  abroad— when  busi- 
nesses must  keep  competitive  by  developing  new  prod- 
ucts, improving  the  old,  and  being  tested  in  the  market- 


employed.  But  there  is  absolutely  no  way  that  problem  place.  Nationalized  corporations  have  no  such  necessity, 
can  be  solved  by  nationalizing  industries  and  adding  to  no  such  incentive  and  in  the  long  run  add  to  the  problem 
their  payrolls  all  the  unemployed.  rather  than  to  the  solution. 
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THE  WAGES  OF  SIN 


Freshly  picked  corn-on-the-cob  has  always  been  enough 
to  make  the  summer  for  the  Forbes  family.  Spotting  the 
first  available  in  our  rural  New  Jersey  countryside  has 
been  a  game  since  the  kids  were  old  enough  to  be  off 
Gerber's. 

One  Sunday  driving  home  from  church,  we  passed  a 
friend's  field  and  lo!  there  were  ears  that  looked  big 
enough.  As  I  pulled  the  car  to  the  side  of  the  road,  my 
wife  in  one  breath  said,  "Why  are  you  stopping?"  and, 
knowing  full  well,  exploded,  "You  can't  do  that!"  As  I  got 
out  and  started  to  do  just  that,  the  kids  started  yelling, 
"Hey,  Pop,  a  car's  coming!"  Feeling  like  the  thief  I  was 
about  to  be,  I  called  back  at  them,  "Look  Innocent!"  and 
squatted  down  behind  the  stalks.  By  the  time  I'd  plucked  a 


dozen  ears  at  least  three  other  cars  returning  from  the  same 
church  had  passed,  and  the  procedure  thrice  repeated. 

As  we  drove  in  the  driveway  my  wife  said  she'd  have 
none  of  the  stolen  fruits;  she  thought  it  had  undone  what- 
ever good  I  thought  might  have  been  accomplished  by 
taking  the  five  young  to  church.  To  them  I  explained  Pop 
really  didn't  steal  the  ears,  that  when  ours  were  ready  we 
would  return  what  we'd  "borrowed." 

A  little  bit  later  one  of  the  boys  interrupted  my  Sunday 
New  York  Times  time  and,  with  a  solemn  face,  announced 
that  God  indeed  must  be  keeping  an  eye  on  everyone  be- 
cause He'd  made  the  corn  we  took  "bad." 

It  turned  out  to  be  that  inedible,  ugly  stuff  grown 
solely  for  cattle. 


SOME   SUMMERTIME   READING— WITH   SAMPLINGS 


The  Final  Days,  by  Bob  Woodward  and  Carl  Bernstein 
(Simon  and  Schuster,  $11.95).  Absolutely  absorbing  and 
convincing.  Readers  can  readily  understand  why  its  appear- 
ance put  Julie  to  bed,  since  David  seems  to  be  the  "throat" 
for  much  of  the  most  intimate  stuff  in  the  book. 

Page  146.  On  Garment's  stage,  life  was  a  process 
of  being  better  than  the  worst  side  of  oneself.  But 
Nixon,  he  said,  had  a  peculiar  monster  perched  on 
his  shoulder  that  whispered  into  his  ear— and  on  to 
his  tapes.  With  the  release  of  the  transcripts  Nixon 
had  allowed  America  into  the  ugliness  of  his  mind 
—as  if  he  wanted  the  world  to  participate  in  the 
despoliation  of  the  myth  of  presidential  behavior. 
The  transcripts.  Garment  thought,  were  an  invasion 
of  the  public's  privacy,  of  its  right  not  to  know. 
That  was  the  truly  impeachable  offense:  letting  ev- 
eryone see. 

Fire  and  Ice,  by  Andrew  Tobias   (William  Morrow  & 

Co.,   $10).   Charles   Revson   made  multi$millions   making 

Revlon  products  requisites  for  feminine  glamour  and  high 

fashion,  but  in  this  devastating  portrayal  of  the  man  and 

his  company,  Andrew  Tobias,  one  of  the  business  world's 

most      astute      commentators      and      critics,      reveals      a 

driven  man,  a  ruthless  driver  of  men,  who  himself  totally 

lacked  any  element  of  either  glamour  or  fashion. 

Page  205.  Someone  was  always  panting  to  take 
over  where  whoever-it-was  left  off.  Revson  ran  a 
heavy  inventory  of  executive  talent,  but  there  wasn't 
as  much  duplication  as  there  seemed:  in  his  mind  one 
group  was  earmarked  as  coming,  the  other  as  going. 

The  Last  Days  of  the  Club,  by  Chris  Welles  (E.P.  But- 
ton &  Co.,  $15).  Writer  Welles  wields  a  wicked  scalpel  on 
Wall  Street,  its  institutions,  its  personalities.  His  research  is 
usually  thorough  enough  to  give  some  credence  to  his 


before  the  banks  themselves  stumbled  so  hard.  Last  Days 

will  anger  the  complacent,  inform  and  jog  the  thinking  of 

those  who  must  cope  with  the  revolutionary  changes  on 

Wall  Street  that  no  amount  of  current  market  volume  will 

too  long  postpone. 

The  Choirboys,  by  Joseph  Wambaugh  (Delacorte  Press, 

§8.95).  The  latest  of  Wambaugh's  Tell  It  Like  It  Is  about 

the  functioning  of  big  city  police  departments  continues 

to  do  just  that.  Myth-shattering  stuflF. 

Page  77.  "I  know  why  all  the  brass  downtown  go 

up  to  Chinatown  for  lunch.  They  operate  this  

department   from    the   fortune   cookies."   Patrolman 
Spermwhale. 

The  Strong  Brown  God,  by  Sanche  de  Gramont 
(Houghton  Mifflin  Co.,  $12.50).  This  story  of  the  Niger 
River  reads  as  grippingly  as  the  best  Agatha  Christie 
detective  tale.  In  the  incredible  adventures  of  the  Niger's 
trackers,  readers  live  the  beginnings  of  the  British  and 
French  African  empires,  the  imravelings  of  which  are  still 
bloodbathing  that  tortured  continent.  Pulitzer  Prize  win- 
ner Sanche  de  Gramont  has  penned  another  prize. 

Pages  18,  19,  24.  At  tlie  close  of  the  18th  century, 
the  Age  of  Enlightenment  had  produced  a  social 
type,  the  gentleman  dabbler,  who  made  curiosity  his 
avocation.  He  collected  insects,  or  grew  orchids,  or 
wondered  at  the  blanks  in  the  map  of  Africa  and  re- 
solved to  fill  them.  ...  In  choosing  the  study  of  Af- 
rica as  their  hobby,  upper  class  dilettantes  rushed  in 
where  governments  feared  to  tread.  .  .  .  But  the 
Niger,  hke  the  custodian  of  an  ancient  curse,  claimed 
the  lives  of  those  who  tried  to  find  it. 

Bring  on   the   Empty   Horses,  by   David   Niven    (G.P. 

Putnam's   Sons,    $9.95).    If   you're   either   old   enough   or 


pungently  critical  forebodings  about  the  Stock  Exchange's  have  watched  enough  late,  late  movies  and  love  reading 

prospects  of  survival  (minimal),  as  well  as  that  of  brokers  about    the    off-film    life    of    the    film-famed,    this    book 

and  underwriters  (only  a  handful  will).  Their  successors—  fills  the  bill.  The  unpretentious  name  dropping  and  un- 

the  villains-are  the  Big  Banks.  But  the  book  was  written  {Continued  on  next  page) 

YOU  HAVE  TO  BE  OLDER  OPTIMISM 


before  you  can  enjoy 
being  young  in  spirit. 


For  the  young,  it's  natural. 
For  the  old,  it's  a  necessity. 


18 


-MALCOLM  S.  FORBES, 


I 


nasty  anecdotes  by  Nice  Guy  David  Niven  have  the 
ring  of  candor  and  truth. 

Page  214.  Beside  Fairbanks'  pool  one  day,  the 
playwright  Charles  MacArthur,  who  had  lately  been 
lured  from  Broadway  to  write  ^  screenplay,  was 
bemoaning  the  fact  that  he  was  finding  it  difficult 
to  write  visual  jokes. 

"What's  the  problem?"  asked  Chaplin. 

"How,  for  example,  could  I  make  a  fat  lady, 
walking  down  Fifth  Avenue,  slip  on  a  banana  peel 
and  still  get  a  laugh?  It's  been  done  a  million  times," 
said  MacArthur.  "What's  the  best  way  to  get  the 
laugh?  Do  I  show  first  the  banana  peel,  then  the 
fat  lady  approaching;  then  she  slips?  Or  do  I  show 
the  fat  lady  first,  then  the  banana  peel  and  then 
she  slips?" 

"Neither,"  said  Chaplin  without  a  moment's  hesi- 
tation. "You  show  the  fat  lady  approaching;  then 
you  show  the  banana  peel;  then  you  show  the  fat 
lady  and  the  banana  peel  together;  then  she  steps 
over  the  banana  peel  and  disappears  down  a 
manhole." 
Disaster  Log  of  Ships,  by  Jim  Gibbs   (Bonanza  Books, 

$8.95).  This  pictorial  compilation  of  100  years  of  U.S.  Pa- 
cific Coast  disasters  is  a  visibly  forceful  reminder  that  in- 
evitably there  will  be  oil  tanker  sinkings.  The  develop- 
ment of  better  means  for  containing  the  resulting  dev- 
astation should  continue  to  have  a  high  priority.  The  most 


awesome  picture  shows  four  of  the  seven  U.S.  destroy- 
ers which,  on  Sept.  9,  1923,  in  a  fog  and  30  miles  off 
course,  steamed  at  20  knots  in  formation  on  to  offshore 
rocks  for  the  greatest  peacetime  loss  in  naval  history.  "Off 
course"  is  more  often  the  villain  than  is  storm  or  fog  in 
these  tragedies. 

Memoirs,  by  Tennessee  Williams  (Doubleday  &  Co., 
$8.95).  It's  not  often  that  rare  bird,  a  brilliant  playwright, 
survives  early  success,  a  long  down,  and  lives  to  enjoy  a 
revival  and  recognition  seldom  equaled.  If  confession  is 
good  for  the  soul,  Mr.  Williams'  ought  to  be  in  good 
.shape,  having  let  it  all  hang  out  on  these  pages. 

Page  105.  One  day  the  charmingly  eccentric  old 
lady  said  to  me:  "I  want  to  give  you  a  party.  Pick 
out  some  friends  from  this  book." 

The  book  she  handed  me  was  the  Social  Register 
of  New  York  and  the  only  friend,  a  distant  relation, 
whom  I  could  find  in  it  was  a  Mrs.  Inman,  nee  Cofifin, 
a  lady  of  high  degree  but  afflicted  with  periods  of 
deep  melancholia.  ...  I'd  had  to  confess  to  my  hostess 
that  this  relative  was  the  only  acquaintance  I  could 
find  in  the  register. 

The  lady  appeared  to  be  about  to  drop  dead  at 
this  information,  but  she  recovered  from  it  grace- 
fully after  a  while. 

"Oh,  you  artists!"  she  said. 


WHEN  WILL  THEY  EVER  LEARN? 

by  M.S.  Forbes  Jr. 


Candidate  Carter  and  his  eco- 
nomic advisers  are  apparently  giv- 
ing serious  thought  to  reimposing 
wage  and  price  controls  next  year. 
Assuming  he  is  elected.  Carter 
probably  realizes  that  if  he  fulfills 
only  a  fraction  of  his  big  spending 
promises,  inflation  will  indeed  be 
surging  again. 

The  Carterites  should  take  a  cue 
from  the  late  Chester  Bowles,  who 
for  a  time  during  World  War  II 
was  the  administrator  of  our  most 
extensive  economic  controls. 

Here  is  what  Bowles  had  to  say 
about  peacetime  controls  in  1973 
when  Nixon  was  trying  them  a  sec- 
ond time  around:  "Controls  will 
work  only  in  a  tightly  sealed,  high- 
ly centralized  economy.  If  you 
want  them  to  work,  you  cannot 
have  mtemational  trade  [and]  the 
Government  must  have  complete 
control  over  the  economy's  pro- 
duction. The  Government  must 
decide  what's  to  be  produced  and 
have  the  power  to  distribute  the 
necessary  resources." 

Nixon's  imposition  of  controls  in 
1971-72*  did  little  damage  because 
the  economy  had  considerable  un- 
used industrial  capacity.  More- 
over, people  believed  in  the  effi- 
cacy of  controls.  Those  conditions 
did   not   exist   in    1973.    Shortages 


were  exacerbated;  inflationary 
forces  did  not  abate;  a  recession 
was  not  avoided. 

Controls  next  year  would  have 
the  same  sorrowful  results.  There 
is  evidence  that  not  very  much  ex- 
cess capacity  exists  anymore,  for 
example,  in  such  a  critical  industry 
as  steel. 

The  psychological  impact  would 
be  devastating.  Businessmen  now 
know  that  surging  inflation  and  at- 
tendant controls  will  invariably 
bring  another  bout  of  tight  money 
followed  by  a  recession.  Capital 
spending  plans  would  be  shelved. 
Companies  would  hoard  cash,  an- 
ticipating higher  interest  rates  and 
tight  money.  The  economic  recov- 
ery would  be  destroyed.  Unem- 
ployment would  surge. 

President  Ford  has  taken  to 
heart  the  lessons  of  the  early  1970s. 
If  Carter  wins,  one  can  only  hope 
that   he   will,   by   that   time,   have 

done  the  same. 

»      *     * 

When  he  was  seeking  the  Dem- 
ocratic presidential  nomination, 
Jimmy  Carter  liked  to  stress  his  re- 
organization of  Georgia's  state  gov- 
ernment, pointing  out  that  the 
number  of  agencies  was  cut  from 
300  to  22.  In  today's  environment, 
such  talk  scored  well. 


Carter  has  not  been  specific 
about  how  he  would  make  the 
Federal  Government  more  "effi- 
cient" and  perhaps  with  good  rea- 
son. The  bulk  of  Carter's  Georgia 
reorganization  amounted  to  little 
more  than  a  grand  reshuffling  of 
bureaucratic  titles. 

Contrary  to  the  impression  he 
once  sought  to  portray,  the  num- 
ber of  Georgian  bureaucrats  in- 
creased, not  decreased,  under  Car- 
ter's reign. 

And  spending  jumped  nearly 
60%  during  his  four-year  term. 

Apply  that  60%  to  the  current 
federal  budget  and  you  come  up 
with  $250  billion,  which  just 
about  equals  the  size  of  the  entire 
federal  budget  in  fiscal  1973,  the 
year  when  the  latest  bout  with  in- 
flation got  under  way. 

With  an  inflationary  stimulus 
like  that,  no  wonder  Democrats  are 

thinking  of  dusting  off  controls. 

*      *      * 

With  the  Republicans  control- 
ling the  White  House  and  the 
Democrats  the  Congress,  we  have 
a  government  of  checks  and  bal- 
ances. If  the  Democrats  win  both 
Congress  and  the  White  House, 
we  will  have  a  government  of 
bigger  checks— and  smaller  bal- 
ances to  cover  'em. 


FORBES,   AUGUST   15,    1976 


19 


Whaf^up 
at  Reichhold? 

Sales—earnings 
dividends... 
and  our  outlooli! 


First  half  sales  were  up  to  $280.2  million 
from  $198.1  million. 

First  half  earnings  were  up  to  $9.1  million 
from  $8.5  million. 

First  half  per  share  earnings  were  up  to 
$1.32  from  $1.23. 

And  reflecting  this  growth,  dividends  were 
just  increased  again— for  the  fifth  consecutive  year— 
to  74  cents  a  share  annually  from  a  rate  of  66  cents. 

But  that's  not  all.  We  believe  our  perform- 
ance in  tne  second  half  of  1976  will  surpass  that  of 
these  first  six  months! 

For  the  full  year,  we're  looking  for  sales  of 
between  $560-$600  million. 

Up  from  $408  million  last  year. 

And  we  expect  net  income  to  be  in  the 
range  of  $18-$21  million. 

Up  from  $16  million. 

This  should  equal  between  $2.60  and 
$3.00  a  share. 

Up  from  $2.32. 

We  owe  it  all  to  our  planned  program  of 
growth  through  diversification  at  Reichhold  Chemicals,  Inc. 

With  46  plants  in  the  U.S.A.  and  48  affil- 
iated plants  abroad— we  are  a  key  supplier  to  a  wide 
variety  of  basic,  growing  industries.  Paper  and  Packag- 
ing. Construction.  Electrical  Equipment.  Transportation. 
Textiles.  Chemical  Processing.  Rubber.  Appliances. 
Recreational  Equipment.  Agriculture.  General  Industrial. 
For  further  details  please  write  to  Peter  Fass,  President. 
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Forbes 


The  Fabulous  Invalid 

Impressions  to  the  contrary^  Lockheed  is  no  basket  case. 
It  is  a  cash  machine  with  a  serious  bookkeeping  problem. 


"I  ADMIT  that  I  have  no  qualifica- 
tions as  an  industriahst,"  says  Robert 
W.  Haack,  the  59-year-old  former 
New  York  Stock  Exchange  boss  who 
last  February  took  over  as  chairman 
of  Lockheed  Aircraft  Corp.  "But  I 
know  most  of  the  players  here— the 
banks,  Wall  Street,  the  government 
people.  What  I  think  I  can  bring  to 
this  thing  is  a  lot  of  credibility." 

Lockheed  desperately  needed  cred- 
ibility. Haack's  departed  predecessor, 
Daniel  J.  Haughton,  lacked  it.  The 
company  he  turned  over  to  Haack 
had  lost  over  $1  billion  since  the  late 
Sixties,  much  of  it  on  its  wide-bodied 
commercial  jetliner,  the  L-1011  Tri- 
Star.  Lockheed  was  running  out  of 
L-1011  orders  with  $500  million  in 
deferred  costs  still  on  the  books,  an 
equity  of  only  $75  million  and  a  debt 
load  of  $813  million.  Haughton,  too, 
was  tarred  badly  by  the  foreign  brib- 
ery brush. 

Haack's  job  has  been  to  convince  a 
skeptical  world— especially  Lockheed's 
customers  and  bankers— that  the  com- 
pany is  a  lot  more  viable  than  it  looks. 
He  has  a  better  case  than  most  peo- 
ple realize.  "It's  an  interesting  phe- 
nomenon," he  says.  "Our  viabilit>' 
increases  as  we  achieve  marketing 
successes,  but  the  marketing  successes 
are  easier  to  achieve  if  people  have 
the  impression  of  viability."  While 
Haack  wrestles  with  this  chicken-us.- 
egg  situation.  Vice  Chairman  Roy  A. 
Anderson,  55,  and  President  Lawrence 
O.  Kitchen,  52,  both  Lockheed  veter- 
ans,  mn   the   company   day   to    day. 

After  six  months  on  the  job,  Haack 
is  making  impressive  headway.  Last 
month,  for  example,  in  salvaging  the 
largest  export  sale  Lockheed  has  ever 
landed,  he  convinced  the  Canadian 
government  that  the  company  will 
survive  at  least  long  enough  to  de- 
liver $697  million  worth  of  P-3  anti- 
submarine planes  in  1981.  A  month 
before,  the  Australian  government, 
after  listening  to  Haack's  case  for 
Lockheed's  viability  and  new  morali- 
ty, ordered  12  C-130  military  trans- 
ports for  delivery  in  1978. 

Most  crucial  of  all,  however,  Haack 
has  persuaded  the  bankers  to  go 
ahead  with  a  long-delayed  financial 
restructuring  scheme  that  was  in  jeop- 


ardy when  Haughton  departed.  It 
calls  for  converting  $50  million  of  bank 
debt  into  equity  in  the  form  of  pre- 
ferred stock,  and  for  extending  the 
maturity  on  another  $350  million  due 
next  year  until  1981.  In  return,  the 
bankers  will  take  ten-year  warrants 
exercisable  at  $7  and  $10  on  3.5  mil- 
lion shares  of  Lockheed  common  stock, 
which  currently  sells  for  around  $11. 

The  bankers  did  not  take  this  fate- 
ful step  because  of  Haack's  winning 
smile  or  his  confident  demeanor.  They 
took  it  because  Lockheed  is  generat- 
ing more  than  enough  cash  flow- 
some  $200  million  last  year— to  cover 
the  interest  and  principal  payments 
on  their  loans.  Furthermore,  Haack 
was  able  to  show  them  that  Lock- 
heed, even  without  the  large  Canadi- 
an order,  would  continue  to  pump 
out  an  ample  cash  flow  for  years  to 
come.  To  emphasize  the  point,  Haack 
has  repaid  $35  million  of  Lockheed's 
debt— ahead  of  schedule. 

The  Better  Half 

Lockheed  generates  a  large  cash 
flow,  despite  its  L-1011  losses,  be- 
cause of  its  remarkable  technological 
ability,  year  after  year,  to  remain  the 
U.S.  Defense  Department's  No.  One 
supplier.  The  bulk  of  the  company's 
non-L-1011  sales— some  $2.8  billion 
out  of  last  year's  $3.4  billion  total- 
comes  from  military  items  such  as  the 
C-130  Hercules  transport,  the  P-3 
Orion  and  S-3A  Viking  'antisubmarine 
planes  and  the  Trident  and  Poseidon 
fleet  ballistic  missiles.  Last  year,  while 
the  L-1011  was  losing  $94  million, 
Lockheed's  other  products  chalked  up 
operating  earnings  of  $241  million. 
That  is  a  lot  of  money. 

True,  after  subtracting  interest  and 
taxes,  that  left  Lockheed  with  an 
overall  profit  of  only  $45  million— not 
much  more  than  a  penny  on  the  sales 
dollar.  But  the  important  thing  to  re- 
member is  this:  Only  about  half  of 
the  L-lOll's  losses  are  actual  cash 
losses;  the  rest  is  simply  a  write-off 
against  past  expenses  that  were  capi- 
talized. Also,  thanks  to  its  heavy  losses, 
Lockheed  pays  no  taxes— though  it  re- 
corded $45  million  worth  last  year  for 
bookkeeping  purposes— and  won't  for 
at  least  three   more   years.    In   short. 


then,  Lockheed's  cash  flow  picture  is 
much,  much  better  than  its  formal 
earnings  picture.  This  year,  even 
though  an  L-1011  production  slow- 
down will  reduce  the  company's  earn- 
ings to  around  $35  million  to  $40  mil- 
lion, its  cash  flow  will  run  upwards  of 
$150  million— a  stunning  $13-plus  per 
common  share. 

"Lockheed  doesn't  have  a  cash 
problem,"  says  Haack.  "The  big  threat 
is  the  L-1011,  and  you  could  almost 
characterize  that  as  a  bookkeeping 
problem." 

Of  course,  the  L-1011  is  a  mar- 
keting  problem   as   well.    The  plane, 

Lockheed's  Arsenal.  Cash  flow 

from  military  products  like  the 

Poseidon  missile  gives  Robert 

Haack  the  ammunition  he  needs 

to  convince  banks  and  customers 

that  Lockheed  can  pull  through. 


quiet  and  efficient,  has  performed  to 
rave  reviews  from  airline  customers. 
But  only  157  L-lOlls  have  been  sold 
against  the  300  projected  for  the  life 
of  the  plane  when  it  was  introduced 
eight  years  ago— thanks  mainly  to  the 
prolonged  airline  industry  depression 
of  the  Seventies.  As  a  result,  Lock- 
heed now  has  only  two  to  three  years 
worth  of  orders  left,  which  it  is  pro- 
ducing at  a  costly,  rock-bottom  rate 
of  six  or  so  planes  per  year.  This  year 
the  L-lOll's  operating  loss  will  easily 
exceed  $100  million— including  $50 
million  in  bookkeeping  charges. 

But  even  if  the  L-1011  program 
ends  up  as  a  dead  loss,  Lockheed's 
cash  position  could  be  strong.  The 
problem  is  the  bookkeeping  wipeout 
that  would  be  required  if  the  plane 


FORBES,   AUGUST   15,    1976 


21 


had  to  be  written  off  in  one  fell  swoop. 
Lockheed  is  writing  down  its  $500 
million  of  deferred  costs  at  the  rate  of 
$50  million  a  year,  about  as  fast  as  its 
slim  equity  will  allow.  But  if  the  plane 
were  forced  out  of  production  before 
1979,  a  $350-million  to  $475-million 
write-off  would  be  required  against 
an  equity  of  between  $100  million  and 
perhaps  $250  million.  For  all  intents, 
Lockheed  would  be  broke;  its  liabili- 
ties would  far  exceed  its  assets. 

Whether  Lockheed  would  actually 
be  thrown  into  bankruptcy  would  de- 
pend on  whether  its  bankers  were 
willing  to  make  one  more  bookkeep- 
ing entry— to  convert  enough  addi- 
tional debt  into  equity  to  absorb  the 
write-off.  They  might  well  agree  to  do 
so.  The  banks'  alternative  would  be  to 
force  Lockheed  to  declare  bankrupt- 
cy—in which  case  they  would  prob- 
ably get  back  only  a  fraction  of  their 
loans,  and  they  could  tear  their  pre- 
ferred shares  and  common  warrants 
into  little  pieces. 

One  Way  Out 

The  preferable  solution  is  to  sell 
more  L-lOlls.  If  Haack  succeeds,  the 
bookkeeping  problem  will  gradually 
disappear.  If  he  can  keep  the  L-IOII 
alive  for  five  years,  Lockheed's  equity 
may  well  have  grown  large  enough 
to  absorb  the  remaining  $250  million 
of  deferred  costs. 

So  far  this  year  Lockheed  has 
landed  only  five  new  orders,  leaving 
a  backlog  of  just  23  planes.  Two  of 
Lockheed's  prime  U.S.  customers  for 
the  L-IOII,  Eastern  Air  Lines  and 
Trans  World  Airlines,  have  been  in 
bad  shape  financially.  One  smaller 
outfit.  Pacific  Southwest  Airlines,  has 
refused  to  take  delivery  on  three 
L- 1  Oils  already  built.  Other  U.S.  air- 
lines long  ago  chose  Boeing's  747 
and/or  McDonnell  Douglas'  DC- 10. 

Abroad,  Lockheed  has  an  addition- 
al problem— the  lack  of  a  long-range 
( 5,000  miles  and  up ) ,  over-water  ver- 
sion of  the  L-1011.  Belatedly,  it  is 
attempting  to  sell  one,  its  so-called 
Dash  500  (short  for  L-1011-500). 
The  only  warm  prospect  is  British  Air- 
ways, which  is  said  to  be  making  up 
its  mind  about  the  Dash  500  now. 

"I  really  don't  know  how  this  will 
come  out,"  Haack  goes  on.  "But  this  I  ; 
do  know.  There  are  a  hell  of  a  lot  of 
airplanes  in  service  now  that  are  get- 
ting to  be  20  years  old.  Very  soon 
there  is  going  to  be  a  big  replacement 
market  out  there  for  somebody." 

So,  the  L-1011  is  the  joker  in 
Haack's  deck.  The  rest  of  his  hand  is 
surprisingly  strong.  If  the  cards  are 
played  properly,  Haack,  the  banks 
and  Lockheed's  long-suffering  com- 
mon stockholders  may  yet  come  out 
with  a  sizable  pile  of  chips.   ■ 
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The  Great  Pipeline  Race 

Alaskan  oil  by  law  can't  be  exported.  It  can't 
all  be  sold  on  the  West  Coast.  And,  as  yet,  there  is 
no  sensible  way  to  get  the  rest  of  it  to 
the  East  Coast  where  it  is  needed. 


By  PAUL  STURM 

You  KNOW  all  about  one  Alaskan  oil 
mess.  Costly  welding  foul-ups  may  de- 
lay completion  of  the  800-mile  pipe- 
line to  Valdez. 

So  far,  however,  you  haven't  heard 
much  about  what  may  be  an  even 
bigger  problem  late  next  year.  When 
the  oil— 1.2  million  barrels  every  day 
—comes  spurting  out  of  Alaska,  there 
is  no  delivery  system  in  place  to  take 
it  to  customers  in  the  continental  U.S. 

Tankers  can  carry  the  North  Slope 
crude  to  the  West  Coast,  but  few 
refiners  there  can  process  such  high- 
sulphur  oil.  Foreign  sales  are  unlikely 
since  they  require  congressional  ap- 
proval. Standard  Oil  of  Ohio,  which 
owns  half  the  Alaska  output,  wants 
to  build  a  U.S.  pipeline  to  move  its 
product  east,  but  environmentalists 
have  that  project  in  Limbo. 

Canada's  plans  to  curtail  oil  ex- 
ports makes  the  distribution  problem 
even  worse.  Now  13  landlocked  re- 
fineries from  Minnesota  to  Washing- 
ton depend  on  Alberta  crude.  Alaskan 
oil  could  bail  them  out,  but  they  will 
be  out  of  business  by  1982  unless 
someone  builds  a  new  pipeline  from 
the  Pacific  to  supply  them. 

To  carry  the  new  Alaskan  surplus 
and  make  up  for  the  Canadian  cut- 
off, more  than  1  million  barrels  of 
oil  will  have  to  cross  the  Rocky 
Mountains  each  day.  That  would 
produce  annual  revenues  of  at  least 
$300  million,  and  already  scores  of 
participants  are  scurrying  for  a  piece 
of  the  action.  Oil  companies,  inde- 
pendent refiners,  railroads,  invest- 
ment bankers— even  a  mysterious  Gua- 
temalan businessman— all  have  ideas 
about  how  the  oil  should  move. 

"The  first  guy  who  gets  something 
built  just  might  make  a  mint,"  ex- 
plains Roger  Williams,  vice  president 
of  privately  owned  Koch  Oil,  a  firm 
that  is  spearheading  one  project.  He's 
right.  Oil  can't  wait. 

Moving  all  that  oil  may  be  an  op- 
portunity for  some,  but  it  is  a  massive 
problem  for  the  petroleum  industry's 
hard-pressed  regulators.  Like  every- 
thing involved  with  oil  these  days,  it 
is  endlessly  complicated.  A  75-man 
Federal  Energy  Administration  task 
force  will  issue  a  1,500-page  report 
early  next  month.   House  and  Senate 


hearings  will  start  even  sooner. 

Already,  the  first  private  proposal 
is  hung  up.  Sohio,  now  controlled  by 
British  Petroleum  and  heavily  in  debt 
because  of  Alaskan  development,  saw 
the  problem  back  in  1973.  Its  execu- 
tives realized  that  consumption  re- 
ductions caused  by  the  Arab  embar- 
go would  force  them  to  move  their 
Alaskan  production  east,  and  they 
proposed  a  $500-million  pipeline  from 
Long  Beach,  Calif,  to  Midland,  Tex. 
There  it  would  feed  into  existing  dis- 
tribution systems.  Also,  Sohio  could 
cut  construction  costs  by  reversing  a 
little-used  El  Paso  Co.  natural  gas 
line  along  all  but  200  miles  of  its 
1,000-mile  route. 

California  Gambit 

Building  a  tanker  terminal  in  any 
metropolitan  area,  however,  creates 
problems.  California's  Air  Resources 
Board  claims  that  evaporation  from 
handling  oil  there  would  cause  "worst 
case"  pollution  equivalent  to  6  mil- 
lion more  cars  in  Los  Angeles. 
Though  the  FEA  and  Sohio  dispute 
those  conclusions,  the  board  can  veto 
the  project.  "It's  very  unlikely  that  a 
facility  like  this  will  be  built  anywhere 
in  Southern  California,"  says  Chair- 
man Tom  Quinn,  Governor  Jerr>' 
Brown's    former    campaign    manager. 

Some  oilmen  see  a  shrewd  method 
behind  California's  tough  stand:  Th( 
state  may  be  angling  for  a  share  ot 
Sohio's  clean-burning  Alaskan  natural 
gas— already  optioned  to  the  Delaware- 
based  Columbia  Gas  System  for  $175 
million— in  return  for  approving  the 
pipeline.  Leonard  Ross,  a  member  of 
California's  Public  Utilities  Commis- 
sion, admitted  as  much  in  a  recent 
Los  Angeles  Times  intei-view. 

Meanwhile,  Arco,  which  has  West 
Coast  outlets  for  its  20%  share  of 
Alaskan  production,  is  hassling  with 
Washington  state  over  access  to  its 
Puget  Sound  refinery.  Transportation 
from  Valdez  is  cheapest  in  large  tank- 
ers, and  the  company  has  two 
155,000- ton  ships  on  order.  A  state  law 
enacted  early  in  1975  limits  tankers 
to  125,000  tons.  Arco  sued  Governor 
Daniel  Evans  to  test  it  last  fall.  That 
case,  which  hinges  on  the  old  ques- 
tion of  a  local  jurisdiction's  power  to 
limit  interstate  commerce,  will  surely 
go  to  the  Supreme  Court. 
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These  problems  boost  the  prospects 
of  other  projects.  The  cheapest  pro- 
posal (at  $450  million)  comes  from  a 
group  of  seven  refiners— including  Ash- 
land, Continental,  Marathon  and  Koch 
—slated  to  lose  crude  when  Canada 
ends  exports.  With  backing  from  two 
Canadian-owned  systems  also  hurt  by 
the  cutback,  they  want  to  build  a 
700-mile  Trans-Provincial  Pipeline 
west  to  Edmonton  from  the  deepwa- 
ter  port  of  Kitimat,  B.C.  There  big 
ships  and  air  pollution  pose  limited 
problems,  and  connections  are  possi- 
ble at  Edmonton  that  could  serve  both 
Puget  Sound  and  the  Midwest. 

Another  group— organized  by  Mon- 
tana contractor  Michael  Curran  and 
including  Burlington  Northern  and  un- 
derwriter Kidder,  Peabody— wants  to 
build  a  $l.l-billion  all- American  sys- 
tem. Environmentalists,  including 
Washington's  Governor  Evans,  like 
this  so-called  Northern  Tier  Pipeline: 
Tankers  would  off-load  outside  Puget 
Sound  and  construction  would  be 
largely  along  railroad  right-of-way— a 
bit  of  an  irony  after  the  BN's  recent 


battle  to  keep  the  proposed  coal  slur- 
ry line  from  coming  anywhere  near  its 
tracks.  "Years  ago,  the  majors  would 
never  let  an  outsider  build  a  pipeline," 
says  promoter  Curran.  "But  with  di- 
vestiture and  today's  political  mood, 
they  don't  want  to  control  everything." 

Lurking  in  the  background  is  one 
more  pipeline  builder— Fernando  Gal- 
lo,  a  Guatemalan  businessman  who 
says  European  backers  will  begin  con- 
struction of  a  250-mile  line  across  his 
country  later  this  year.  Gallo's  route 
allows  oil  to  move  down  the  Pacific 
in  low-cost  supertankers  to  be  redi- 
rected through  the  Caribbean  in 
smaller  ships.  "In  Guatemala  we  don't 
have  delays,  and  if  we  get  our  line 
built  first,  people  will  use  it,"  he  says. 
Gallo  has  one  unlikely  ally  in  Wash- 
ington: "We  want  jobs  and  tankers, 
so  our  chips  are  on  him,"  says  Tal- 
mage  Simpkins,  executive  director  of 
the  AFL-CIO's  powerful  maritime 
committee. 

The  competition  is  a  curious  re- 
versal of  the  19th  century  railroad 
boom.  Then  everyone  fought  to  be  on 
the  right-of-way;  today,  no  one  wants 
to  be  near  a  port  or  pipeline.  In  the 
old  days,  the  result  was  overbuilding 
and  inefficiency.  Now  it  is  indecision 
and  inefficiency. 

Oil  from  Alaska  will  be  flowing  in 
limited  quantities  as  early  as  next 
July.  Even  in  the  unlikely  event  that 
government  approvals  come  on  sched- 


ule, none  of  the  new  routes— except 
for  the  Guatemalan  long  shot— can  be 
completed  before  mid- 1978. 

So  what  happens  next  year  to  all 
the  oil?  "For  the  short  term,  haul 
the  surplus  in  tankers  through  the 
Panama  Canal,"  says  William  Rosen- 
berg, head  of  energy  resource  de- 
velopment at  FEA.  "Those  higher 
transportation  costs  are  a  penalty  to 
Sohio  for  not  having  outlets  on  the 
West  Coast." 

Penalty,  indeed.  Because  of  the 
Jones  Act,  crude  shipped  from  Alaska 
to  other  U.S.  ports  must  go  in  Ameri- 
can bottoms— domestically  built  and 
ere  wed  ships.  That  means  hauling  oil 
from  Valdez  to  Houston  will  cost 
roughly  $2.40  a  barrel— twice  the 
foreign-flag  rate  to  get  it  to  Houston 
from  the  Persian  Gulf. 

Ship  Shortage 

Even  the  Panama  Canal  may  not 
be  a  solution.  Sohio  is  building  $720 
million  worth  of  tankers  to  serve  its 
Long  Beach  terminal.  But  by  early 
1978  there  will  only  be  enough  U.S. 
ships  to  carry  200,000  barrels  of  oil 
per  day  to  the  Gulf.  That  could  still 
leave  a  surplus  of  400,000  barrels  on 
the  West  Coast.  What  then?  "Maybe 
we  could  go  into  the  world  market 
for  ships;  perhaps  we  could  make 
foreign  sales,"  says  Fred  Garibaldi, 
president  of  Sohio  Transportation  Co. 
Both  those  steps,  however,  would  re- 
quire congressional  approval. 

The  Alaskan  producers,  of  course, 
could  luck  out  if  Congress  gives  them 
the  right  to  sell  that  crude  abroad. 
But  that  isn't  likely.  A  coalition  of 
22  midwestern  senators— led  by  Birch 
Bayh  (Dem.,  Ind.)  and  Robert  Grif- 
fin (Rep.,  Mich.)— barred  exports 
when  the  pipeline  was  originally  au- 
thorized. They  wanted  an  overland 
route  to  bring  safe  domestic  oil 
straight  to  their  home  states.  (Those 
were  the  days  before  Canada  tough- 
ened its  energy  policies.)  So  they 
made  sure  the  oil  companies  couldn't 
skirt  domestic  price  controls  by  sell- 
ing on  the  world  market.  Today,  en- 
forcing that  provision  could  be  a  bit 
absurd.  Swapping  oil  with  either  In- 
donesia or  Canada  should  be  a  po- 
litically acceptable  alternative. 

Unless  something  is  done  fast,  there 
could  be  ridiculous  consequences. 
The  East  and  Middle  West  cou'd  end 
up  importing  additional  Arab  oil  at 
top  prices,  while  gasoline  on  the  West 
Coast  could  sell  for  5  or  10  cents  a 
gallon  less  than  elsewhere  in  the  U.S. 

Who's  to  blame  for  the  potential 
foul-up?  The  real  villian  is  the  current 
situation  where  the  U.S.  fetters  free 
enterprise  in  oil  without  laying  down 
a  coherent  energy  policy  as  a  sub- 
stitute for  the  free  market.  ■ 
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Friend  Of  The  Foxes? 


"Every  man  for  himself/'  shouted  the  fox  as  he  plunged  into 
the  pigeon  coop.  Lawrence  Muir  seems  an  unlikely  person 
to  protect  investors  in  oil-drilling  deals.  His  sympathies 
seem  to  lie  with  the  fox^  not  with  the  pigeons. 


In  the  last  two  years  about  280  out- 
fits raised  over  $700  million  through 
oil-drilling  schemes  supervised  by  the 
Securities  &  Exchange  Commission. 
Most  of  the  money  went  to  50  or  so 
big-time  operators  who  filed  full- 
blown registration  statements.  Today, 
at  least  ten  such  promoters  are  under 
state  investigation  and  eight  have 
been  sued  by  the  SEC.  Of  the  smaller 
drillers,  who  are  exempt  from  all  but 
minimal  disclosure  requirements,  near- 
ly half  have  been  hit  by  some  form 
of  government  action. 

That's  a  high  rate  of  potential 
scandal.  Many  shelter  seekers  have 
been  swindled  outright;  Home-Stake 
Productions  is  only  the  most  promi- 
nent example.  Much  money  intended 
to  help  relieve  the  U.S.'  energy  short- 
age is  being  wasted  or  pocketed  by 
promoters  more  interested  in  drilling 
for  investors'  cash  than  for  oil. 

Many  investors  in  these  things  "are 
pigeons,"  says  Peter  Faber,  chairman 
of  the  New  York  State  Bar  Associa- 
tion's tax  section.  The  sad  truth  is  that 
the  foxes  seem  to  have  more  friends 
in  Washington  than  do  the  pigeons 
—incredible  in  an  age  when  govern- 
ment appears  ready  and  willing  to 
protect  everybody  from  everything. 

The  SEC's  key  man  in  oil  and  gas 
drilling  is  petroleum  geologist  J 
Lawrence  Muir.  He  is  chief  of  the 
agency's  Office  of  Oil  &  Gas,  responsi- 
ble for  disclosure.  An  Oklahoman, 
Muir  joined  the  SEC  in  1962;  he 
won't  say  how  old  he  is,  but  Who's 
Who  in  Government  lists  his  age  as 
73.  If  the  SEC  has  neglected  the  in- 
terest of  investors  in  this  field,  at  least 
part  of  the  blame  must  go  to  Muir. 

Typical  of  Muir's  pro-promoter  at 
titude  is  the  issue  of  assessments.  In- 
vestors in  oil  and  gas  tax  shelters  are 
commonly  asked  for  money— assessed 
—after  an  initial  well  has  been  drilled. 
The  new  cash  is  supposed  to  be  used 
to  complete  the  well  or  for  "develop- 
ment" drilling. 

In  1974  lawyers  in  the  SEC's  division 
of  corporation  finance  argued  that  as- 
sessments were  really  new  securities 
and  called  for  a  new  prospectus. 
But  Muir  objected,  saying  that  the 
delay  could  be  fatal  to  a  driller's 
prospects;  he  might  lose  out  on  the 
lease.  The  commission  hasn't  made 
a  statement  on  the  issue.  But  so  far 


the    influential    Muir    has    prevailed. 

Robert  H.  Moore,  an  attorney  wJio 
worked  under  Muir  but  is  now  in  pri- 
vate practice,  disagrees  with  Muir. 
He  says  that  most  states  give  the  de- 
velopers enough  time  to  file  without 
risking  loss  of  the  lease.  Moore  be- 
lieves that  investors  could  be  better 
protected  without  seriously  handicap- 
ping the  promoters. 

Questioned  on  such  issues,  Muir 
snapped:  "These  are  internal  mat- 
ters, not  for  airing  in  the  newspapers." 
Muir's  reply  betrays  a  "govemment- 
knows-best"  attitude  that  is,  to  say 
the  least,  out  of  date. 

Another  example  of  Muir's  sympa- 
thy for  the  fox  rather  than  for  the 
pigeons:  Promoters  of  oil  deals  gen- 
erally own  an  inventory  of  leases.  In 
many  cases,  when  they  put  a  program 
together  they  know  precisely  which 
leases  they  will  sell  to  the  partner- 
ship. Yet  they  don't  have  to  reveal 
that  information— most  oil  deals  are 
what  the  trade  calls  "blind  pools."  The 
lease  is  picked  after  the  money  is 
raised.  SEC  staffers  and  state  regula- 
tors have  tried  to  require  disclosure 
of  the  lease  the  promoter  plans  to  sell 
among  those  he  owns.  Their  efforts 
have  met  with  firm  resistance  from 
Muir.  In  fact,  Muir's  attitude  is:  Bet- 
ter to  give  the  promoter  a  blank  check 
and  let  him  drill  where  he  will.  His 
critics,  however,  point  out  that  in  oth- 
er investment  areas  more  disclosure 
has  helped,  not  hindered,  investment. 

Not  Soft? 

Muir  bristles  at  suggestions  that  he 
is  soft  on  promoters.  He  .says  he 
strongly  disapproves  when  a  promoter 
uses  the  partnership  to  "prove  up" 
his  own  acreage.  No  one  knows  how 
widespread  this  particular  practice  has 
been,  but  apparently  some  oilmen 
put  together  limited  partnerships  and 
then  drill  on  the  edge  of  a  promising 
field.  If  the  first  well  looks  g(M)d,  they 
will  drill  the  rest  of  "the  acreage  for 
iluiir  own  account. 

Muir  says  he's  concerned  about  this 
but  lie  doesn't  suggest  a  remedy.  In- 
stead Ik;  says,  "I  think  the  practice 
has  pretty  much  been  stopp{>d  by  the 
industry  itself."  Others  are  less  .sure. 

According  to  one  of  Muir's  col- 
leagues at  the  SEC,  the  oil  programs 
"create  all  the  conditions  for  perfect 


Close  To  The  Vest.  The  SEC's  Law- 
rence Muir  seems  lukewarm  on  dis- 
closure as  far  as  oil  drilling  is  con- 
cerned. He  seems  equally  lukewarm 
on  his  own  behalf,  refusing  to  per- 
mit or  provide  a  photograph. 

fraud."  In  his  view,  there  is  a  ques- 
tion as  to  whether  the  Securities  Act 
contemplated  anything  quite  so  open- 
ended  as  these  schemes. 

Allan  MostoflF,  who  formerly  headed 
the  SEC's  division  of  investment  man- 
agement regulation,  points  out  that 
empirical  evidence  shows  that  where 
opportunity  for  abuse  is  so  golden, 
abuse  almost  invariably  occurs.  As 
things  now  stand  in  oil  drilling,  except 
in  some  states,  the  promoter  uses  your 
money  to  pay  himself  whatever  he 
wants  for  having  put  the  deal  togeth- 
er and  for  managing  it.  He  sells  you 
an  oil  lease,  but  you  don't  know  in 
advance  where  or  what  it  is;  he  hires 
someone,  perhaps  himself  or  his  broth- 
er, to  do  the  drilling;  later  he  may 
offer  to  buy  the  property  back  from 
you  at  a  price  he  sets.  Mostoff  feels 
there  is  entirely  too  much  leeway. 

As  Mostoff  points  out,  opportunities 
for  self-dealing  abound  in  this  busi- 
ness. Under  federal  law  there's  no 
way  to  cope  with  them  save  through 
disclosure  and— prosecution. 

Muir  admits  that  he  is  concerned 
about  conflict  of  interest,  but  he  says 
the  only  way  to  get  rid  of  the  prob- 
lems is  to  "get  some  old  boy  from 
New  England  who  knows  nothing 
about  the  area  and  who  owns  no 
leases  whatsoever  to  put  together  the 
deal."  That's  like  saying  that  the  best 
way  to  protect  citizens  is  to  bring  in 
cops  who  are  honest  but  don't  know 
the  territory.  And  as  things  now  stand 
there  is  no  assurance  that  the  "cop"— 
i.e.,  the  .sponsor— is  truly  disinterested. 

State  securities  regulators,  loosely 
organized  as  the  North  American  Se- 
curities Administrators  Association, 
are  attacking  .some  of  these  problems. 
They've  been  working  on  guidelines 
designed  to  n'duce  conflii-ts  of  inter- 
est by   putting   the   operator   at    risk 
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along  with  the  investor.  Muir  has  been 
highly  critical  of  their  proposals. 

Muir  has  been  less  than  enthusiastic, 
too,  about  the  state  administrators'  ef- 
forts to  clean  up  the  small-operator 
business— where  promoters  raise 
$250,000  or  less.  These  offerings  are  an 
open  invitation  for  abuse  because  only 
a  minimum  of  information  must  be 
disclosed.  According  to  Roy  Mouer, 
securities  commissioner  for  the  State 
of  Texas,  a  raft  of  fraudulent  opera- 
tors infiltrated  the  business  after  the 
1973  oil  embargo,  using  boiler-room 
tactics  to  push  their  securities.  After 
Texas  said  "no  more  sales  here,"  they 
simply  sold  across  state  lines. 

The  states  got  together  to  enforce 
their  laws  against  these  operators  and, 
with  the  help  of  the  regional  SEC  of- 
fice in  Fort  Worth,  drove  them  out  of 
business— or  more  precisely  into  oth- 
er markets.  However,  proposals  by  the 
state  administrators,  and  also  report- 
edly by  the  enforcement  division  of 
the  SEC,  to  eliminate  or  reform  the 
small-operator  exemption  have  so  far 
had  little  success.  People  "who  want 
to  do  away  with  it  may  be  tromping 
on  other  people's  rights,"  says  Muir, 
adding  illogically,  "It's  in  the  law." 

Signs  Of  Change 

The  SEC  does  seem  to  be  stepping 
up  its  enforcement  efforts  against 
these  funds;  it  brought  two  cases 
.  against  big  oil-  and  gas-drilling  funds 
in  just  one  week  last  spring.  On  May 
26  it  charged  Petrofunds  with  de- 
frauding investors  by,  among  other 
things,  diverting  and  misusing  funds. 
On  June  1  it  charged  Geo  Dynamics 
with  defrauding  investors  by  selling 
interests  in  leveraged  funds  without 
sufficient  information.  In  the  past  year 
the  SEC's  regional  office  in  Fort 
Worth  has  taken  action  against  more 
than  150  small  exempt  operators. 

At  least  one  enforcement  official 
privately  questions  whether  Muir  has 
been  as  cooperative  as  possible  in 
supplying  the  enforcement  staff  with 
data  from  oil  and  gas  office  files. 

All  of  this  is  not  to  say  Muir  isn't 
well  intentioned;  it  is  to  suggest  that 
his  stewardship  as  chief  of  the  SEC's 
Office  of  Oil  has  done  little  to  halt  the 
abuses  that  are  common  to  the  oil  and 
gas  tax  shelter  business. 

In  his  own  defense,  Muir  trots  out 
the  standard  arguments  that  it  is  not 
his   job   to   harass   the   industry   he's 

I  dealing  with.  Surely  there's  far  too 
much  of  that  in  Washington.  But  con- 
sidering the  number  of  scandals  in  oil 
drilling,  a  little  activism  would  seem 
to  be  in  order.  After  all,  Congress 
grants  tax  benefits  in  order  to  chan- 
nel money  into  oil  drilling,  not  to  chan- 
nel it  into  the  pockets  of  none-too- 
scrupulous  promoters.  ■ 
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The  Corpse  Stirs 

That  apparently  worthless  Penn  Central  paper 
may  yet  turn  out  to  be  quite  valuable. 


By  PAUL  BLUSTEIN 

One  of  the  most  fascinating,  complex 
and  potentially  lucrative  speculative 
investments  of  the  next  few  months 
will  be  securities  of  the  Penn  Central 
Transportation  Co.  and  its  holding 
company  parent,  the  Penn  Central  Co. 

Penn  Central?  Its  stock  and  most  of 
its  myriad  bond  issues  have  for  years 
been  given  up  for  dead  by  respectable 
investors.  Some  bond  issues  sell  for  as 
little  as  5  cents  on  the  principal  dol- 
lar—with nothing  for  six  years  of  ac- 
cumulated back  interest.  Investors 
were  clobbered  that  ill-fated  day  in 
June  1970  when  the  Penn  Central 
Transportation  Co.  sank  into  the  mo- 
rass of  Section  77  of  the  federal  Bank- 
ruptcy Act— the  biggest  bankruptcy 
case  ever.  Any  hope  they  had  of  mak- 
ing a  decent  recovery  of  their  capital 
was  further  set  back  when  the  U.S. 
Government  mandated  that  billions  of 
dollars  worth  of  the  Penn  Central's  rail 
assets  be  "conveyed"  to  Consolidated 
Rail  Corp.  for  a  fraction  of  their  val- 
ue. It  was  little  better  than  confisca- 
tion—like a  Latin  American  govern- 
ment taking  your  property  and  giving 
you  3%  bonds  in  payment. 

Wall  Street  preferred  to  forget 
Penn  Central.  In  forgetting  it,  how- 
ever. The  Street  was  overlooking  a 
main  chance:  Even  bankrupt,  even 
bereft  of  its  rail  properties,  Penn  Cen- 
tral still  owns  valuable  assets.  If  the 
financial  community  forgot,  however, 
the  big  creditors  did  not.  Last  month 
they  unveiled  a  reorganization  pro- 
posal that  could  recover  for  the  credi- 
tors, if  not  100  cents  on  the  dollar,  at 
least  a  very  big  chunk  of  their  capi- 
tal. And  there  would  even  be  some- 
thing in  it  for  Penn  Central's  common 
stockholders. 

The  list  of  creditors  sponsoring  the 
plan  is  impressive:  the  Institutional 
Investors  Penn  Central  Group  (a 
group  of  life  insurance  companies); 
the  New  York,  New  Haven  &  Hart- 
ford Railroad  trustee;  and  53  banks 
led  by  Citibank.  Principal  architects 
include  Richard  Dicker,  vice  presi- 
dent of  the  Equitable  Life  Assurance 
Society;  John  Ingraham,  a  vice  presi- 
dent at  Citibank;  and  Joseph  Auer- 
bach,  a  high-powered  Boston  lawyer 
for  the  New  Haven  trustee.  Moreover, 
the  trustees  of  the  Penn  Central  estate 
endorsed  the  plan  in  broad  outline. 

The  essence  of  the  new  proposal 
is  to  wipe  out  most  of  the  intricate 


points  of  contention  among  the  var- 
ious claimants  to  the  bankrupt's  as- 
sets and  set  up  a  new  company.  Se- 
cured creditors  would  receive  a  pack- 
age of  cash,  bonds,  preferred  stock 
and  common  stock  of  the  new  com- 
pany. Unsecured  creditors  would  re- 
ceive only  common,  as  would  the 
holding  company  parent,  Penn  Cen- 
tral Co.  The  table  on  page  26  teils 
the  story. 

Sheltered  Income 

With  the  money-losing  railroad 
now  someone  else's  problem  (Con- 
rail's),  the  remaining  Penn  Central 
properties  are,  in  the  aggregate,  prof- 
itable; last  year  they  earned  a  total 
of  around  $40  million.  These  earnings 
could  be  sheltered  from  corporate  in- 
come tax  until  at  least  1980  by  the 
new  company's  inherited  tax-loss  car- 
ryforward, the  biggest  in  history— over 
$1  billion.  With  a  new  balance  sheet 
and  with  tax-sheltered  earnings,  the 
new  company  may  be  able  to  make 
acquisitions  and  further  increase 
earnings. 

One  problem  with  Penn  Central's 
remaining  assets  is  that  many  of  them 
are  relatively  undeveloped  and  there- 
fore do  not  produce  cash:  real  es- 
tate, coal  properties,  unused  rail 
yards.  These  assets  would  be  sold 
under  the  reorganization  plan,  and 
the  proceeds  used  to  retire  the  new 
company's  debt  over  a  period  of 
eight  years. 

The  resulting  company  would  be 
a  profitable  conglomerate  with  inter- 
ests in  real  estate,  oil,  pipelines  and 
possibly  other  businesses,  along  with  a 
big  holding  of  Conrail  and  U.S. 
Government  securities  received  in 
payment  for  the  railroad  assets. 

And  there  would  be  a  mighty  kick- 
er. The  new  company  would  own  a 
multibillion-doUar  lawsuit  against  the 
Federal  Governmciit.  For  its  billions 
in  rail  assets,  the  Penn  Central  estate 
was  given  a  package  of  Conrail  stock 
and  "certificates  of  value,"  which  is 
the  Government's  way  of  offering 
scrap  value  for  the  properties,  hardly 
a  fair  valuation  of  a  going  concern. 
(The  certificates  don't  even  mature 
until  1987  and  accrue  8%  com- 
pounded interest  until  then.)  The 
suit,  a  monumental  trial  of  American 
property  rights,  should  take  years  to 
resolve,  but  will  be  well  worth  the 
fight— for  both  the  financial  and  po- 
litical  stakes    involved.    The    trustees 
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and    creditors    are    demanding    up-  Secured  creditors  will  receive  the  cured  creditors'  claims  on  assets  will 

wards  of  $8  billion.  following  package:  10%  of  their  claims  be  treated  equally.  Principal  and  un- 

O.K.  So  much  for  the  asset  half  of  in  cash,   30%  in  bonds,  20%  in  pre-  paid  interest  will  constitute  the  value 

the  balance   sheet.    But  what   about  ferred  stock,  40%  in  a  majority  inter-  of  secured  debt,  not  the  assets  that 

the  liabilities  side?  Exactly  who  gets  est  of  the  common  (see  table).  And  back  it  up.   For  example,   a   $1,000 

what?  the  critical  element  here  is  that  se-  face    amount    Pennsylvania    Railroad 

Penn  Central  Transportation  Co.:  The  Proposed  Reorganization  Scheme 

Cash  payout:  Secured  creditors  will  receive  approximately  $20Omillion  in  cash 
on  date  of  consummation  of  plan.  Equal  to  10%  of  their  claims  (i.e.,  principal 
amount  plus  accrued  interest).  See  below  for  other  90% . 


Assets 


Liabilities 


''Approximate  amount 


Ongoing  operations  (objective:  generate  earnings) 

Pennsylvania  Co.  Subsidiaries  include  Great  Southwest 
Corp.  (amusement  parks,  real  estate);  Arvida  Corp. 
(Florida  hotels  and  real  estate);  Buckeye  Pipeline  Co. 
(oil  transporter,  recently  acquired  Edgington  Oil,  a  re- 
finer, for  $47  million).  Earnings,  including  all  subsid- 
iaries, approximated  $40  million  in  1975. 


New  acquisitions? 

Earnings    of    ongoing    operations    sheltered    by    tax-loss 
carryforward  in  excess  of  $1   billion. 


Assets  to  be  sold:  (objective:  generate  cash) 

Real  estate,  coal  properties,  hotels,  investments  and  as- 
sets of  rail  concerns  not  conveyed  to  Conrail. 


Approximate  cur- 
rent value  of 
above  assets 


$1.2  billion 


Conrail  and  government  securities 


Common  and  junior  preferred  stock  of  Conrail. 


Certificates  of  value  issued  by  U.S.  Railway  Association. 
Equal  to  "net  liquidation  value"  of  rail  properties  con- 
veyed to  Conrail,  plus  "interim  erosion"  (decrease  In 
value  of  the  railroad  properties  during  government 
mandated  operation,  1970-76),  minus  "benefits"  (most- 
ly government  grants  to  railroad  during  1970-76).  Cer- 
tificates mature  no  later  than  1987,  accrue  8%  interest 
compounded  annually. 


Additional  proceeds  (if  any)  from  valuation  case  against 
U.S.  Government  in  Court  of  Claims  under  Tucker  Act. 


Current  value  of 
Conrail  and  govt, 
securities 


$500  million  to  $5  billion 


Trustees  certificates  due  1986 $50  million 

First  secured  notes 

Owed  to  U.S.  Government $250  million* 

Owed  for  administrative  claims $120  million* 

Owed  to  state  &  local  govt $400  million* 

(State   &    local    governments    may   accept   one-half 

their  claims  in  cash  in  lieu  of  notes.) 

Maturity:  tied  to  redemption  of  certificates  of  value  is- 
sued by  U.S.R.A. 

Interest:  8%  compounded  annually;  same  rate  as  cer- 
tificates of  value. 

Secured  by:  certificates  of  value,  Conrail  common  and 
preferred  stock,  additional  proceeds  (if  any)  from  valu- 
ation case. 

First  mortgage  bonds 

Owed  to  secured  creditors  (including,  at  their  option, 
bondholders  of  leased  lines  of  PCRR) . .  .$600  million* 

Accounts  for  30%  of  their  claims. 

Payment  schedule:  33%  of  principal  on  12/31/78;  11% 

every  year  thereafter  from  1979-84. 
Interest:  7%  per  annum,  starting  in  1981. 
Secured  by:  company  assets. 

STOCKHOLDERS'  EQUITY 

Cumulative  preferred  stock 

To  secured  creditors $400  million* 

Accounts  for  20%  of  their  claims. 
Dividend:  7V2%  per  annum,  starting  1981. 
Redeemable  at:  $20  per  share,  when  certificates  of  value 

mature. 

Common  stock  (25  million  shares) 

55%  to  secured  creditors  (accounts  for  40%  of  their 
claim). 

35%  to  unsecured  creditors,  or  more  if  unsecured  claims 
prove  in  excess  of  $1.2  billion  (accounts  for  100%  of 
their  claim).  One  share  per  $137  of  claim. 

10%  to  Penn  Central  Co.  One  share  per  ten  shares  of 
Penn  Central  stock  (accounts  for  100%  of  its  claim). 
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The  long-range  jet  for  the  long  haul. 


You  know  how  it  is  with  every  big  jet:  The  range 
is  attractively  long.  But,  unfortunately,  so  is  every- 
thing else. 

Long  on  expense.  Lx)ng  on  runways  required. 
Much  top  long  on  space  —  you  transport  more  empty 
seats  than  people. 

That's  all  going  to  change. 

For  here  comes  the  Falcon  50.  A  superb  long 
range  jet  which  makes  its  maiden  flight  in  Novem- 
ber, 1976.  It  has  great  reach:  as  long  as  3600  miles. 
With  great  short  field  capability,  too:  as  short  as 
4900  feet.* 

It  provides  three  engines  for  full  reliability  over 
oceans.  The  first  business  jet  to  do  so. 

It  carries  nine  passengers  in  real  comfort.  How 
often  do  you  carry  more? 


It  uses  25%  less  fuel  than  its  nearest  competitor. 
Something  to  think  about  with  prices  continuing 
to  climb. 

There  simply  isn't  a  more  intelligently-sized, 
more  economical  or  more  practical  long  range  jet. 
The  perfect  plane  for  these  contradictory  times, 
when  you  must  reach  out  further  to  accomplish 
even  more.  Yet  keep  your  eye  on  the  cost  of  that 
accomplishment. 

There's  a  lot  more  to  this  newest  Falcon,  includ- 
ing a  new-geometry,  computer-designed  wing.  In 
fact,  in  every  detail,  it  reflects  the  latest^ 
state-of-the-art.  May  we  tell  you 
about  this  remarkable  plane?  Just 
ask  for  the  Falcon  50  brochure 
on  your  letterhead.  fMLCOflfJET 

Tetertxjro  Airport  •  New  Jersey  07608 
201  288-5300 


latest^        J        • 

LM 


bond  with  six  years  of  4%  interest 
due  will  be  treated  exactly  the  same 
as  a  New  York  Central  Railroad  bond 
with  similar  principal  and  interest  due 
—even  though  the  Pennsylvania  Rail- 
road bondholders  may  feel  they  have 
a  "superior"  mortgage,  and  have  been 
valuing  their  bonds  at  a  higher  price 
for  that  reason. 

The  rationale  behind  this  proposal 
is  that  most  of  the  assets  backing  up 
the  bonds  have  been  taken  by  Conrail 
anyway— in  eflFect  wiping  out  the  mort- 
gages. (Of  com-se,  the  individual 
claims  are  still  good  against  proceeds 
from  the  valuation  case  against  the 
Government. ) 

"If  you  don't  replace  existing  mort- 


posed  plan  is  that  it  oflFers  the  U.S. 
Government— itself  a  senior  "debthold- 
er  of  PCTC— payment  in  securities  tied 
to  the  same  paper  the  Government 
gave  PCTC  for  its  rail  assets  that  were 
taken  by  Conrail.  "That's  poetic  jus- 
tice," commented  a  lawyer  for  one 
of  the  claimants  with  satisfaction.  And 
why  not?  "The  Goveniment  isn't  pay- 
ing Penn  Central  for  the  rail  proper- 
ties for  a  long  time.  It's  only  fair  that 
the  Penn  Central  pay  the  government 
at  the  same  time.  In  the  meantime,  the 
government  will  be  fully  sectu-ed  by 
its  own  obligations,  namely  the  cer- 
tificates of  value,"  says  Dicker  of 
Equitable. 

Aside  from  a  little  bit  of  revenge. 


John  Ingraham  of  Citibank  (left)  and  Richard  Dicker  of  Equitable  Life 
Assurance  Society  are  two  fathers  of  the  Penn  Central  reorganization 
proposal.  Their  goal:  to  cut  through  the  tangle  of  mortgage  liens  on 
Penn  Central  property  and  arrive  at  a  plan  all  claimants  can  live  with. 


gage  liens  with  a  new  structiu^e,"  says 
Richard  Dicker,  who  heads  the  Insti- 
tutional Investors  Penn  Central 
Group,  "then  we  will  be  spending  tre- 
mendous numbers  of  years  litigating 
these  competing  liens.  Everyone  will 
be  in  there  like  30  wrestlers  in  a  ring." 

The  unsecured  creditors— many  of 
them  holding  Goldman,  Sachs-ped- 
dled commercial  paper— count  among 
their  nxunber  the  Cleveland  Trust  Co. 
and  Goldman,  Sachs  itself.  They  will 
receive  35%  of  the  new  company's 
common    stock    under    the    proposal. 

The  Penn  Central  Co.— the  parent 
company,  with  over  150,000  stock- 
holders—will receive  10%;  this  works 
out  to  one  new  share  for  every  ten 
Penn  Central  shares  now  outstanding. 
(Penn  Central  Co.,  incidentally,  went 
into  Chapter  11  proceedings  following 
the  announcement  of  the  plan; 
strapped  for  cash,  it  will  be  better 
able  to  participate  in  the  reorganiza- 
tion with  court  protection  from  its 
own  creditors. ) 

One    ironic    feature    of    the    pro- 


take  a  look  at  what  this  reorganiza- 
tion plan  provides  Penn  Central  se- 
curity holders  in  the  way  of  recovery. 
Take  a  New  York  Central  bond,  face 
amount  $1,000,  with  six  years'  back 
interest.  Let's  say  it  adds  up  to  around 
$1,300  worth  of  claims,  including  the 
interest,  under  the  plan. 

Under  the  proposal,  the  bondhold- 
er receives  10%  of  his  claim  in  cash 
on  the  date  of  reorganization.  So 
that's  $130  next  March,  if  the  plan  is 
adopted.  He  also  receives  30%  in 
bonds  of  the  new  company— that  is, 
$390  principal  amount.  This  could  be 
worth  about  70%  of  face  value  at 
the  date  of  reorganization,  given  the 
fairly  rapid  maturity  schedule  (see 
table).  So  that's  around  another 
$273  worth.  Plus  he  gets  20%  of  his 
claim  in  preferred  stock,  or  $260  face 
amount— which,  to  be  conservative, 
we'll  value  at  30%  of  face,  given  the 
fact  that  it  probably  won't  be  re- 
deemed until  1987.  That's  $78  more. 

Total  so  far:  $481.  Add  to  that  the 
speculative    value    of    the    common 


shares  that  will  be  thrown  in  the 
package,  and  you  have  a  market  val- 
ue  of,   say,   $550  per   $1,000  bond. 

The  risk,  of  course,  is  that  the  pack- 
age may  be  altered— or  worse,  that 
the  proposed  plan  may  fall  through 
so  badly  that  the  whole  thing  will 
wind  up  in  the  courts  for  years,  with 
bondholders  shortsightedly  squab- 
bling over  conflicting  claims. 

Perhaps  because  of  this  risk,  per- 
haps because  investors  and  specula- 
tofs  are  so  thoroughly  disgusted  with 
the  whole  situation,  the  market  in 
Penn  Central  securities  scarcely 
budged  on  the  news  of  the  plan.  (Be- 
sides Penn  Central  common,  there  are 
Uterally  scores  of  bond  issues  out- 
standing from  the  old  Pennsylvania 
and  New  York  Central  Railroads  and 
other  affiliated  companies.  The  com- 
mon and  the  bond  issues  were  trading 
until  recently  on  the  New  York  Stock 
Exchange;  trading  has  been  suspend- 
ed pending  dehsting.  They  continue 
to  be  traded  on  regional -exchanges 
and  over-the-counter. ) 

Holders  of  the  bonds  and  new  pur- 
chasers by  no  means  have  a  sure 
thing.  The  Federal  Government  could 
block  the  plan  by  refusing  to  accept 
what  is  in  efi^ect  its  own  Conrail  pa- 
per in  exchange  for  its  debt.  Unse- 
cured noteholders  like  Cleveland 
Trust  Co.  could  block  it  by  refusing 
to  accept  the  deal  offered  them.  With 
over  60  different  bond  issues  out- 
standing, there  is  always  the  possi- 
bility that  someone  might  hold  the 
whole  plan  ransom  in  the  courts  to  try 
and  extort  a  better  deal  for  himself. 

But  the  chances  for  the  proposal, 
at  least  in  broad  outline,  look  fairly 
promising  at  the  moment.  The  trust- 
ees like  it,  and  the  major  bondhold- 
ers who  advanced  the  plan  hold  a 
majority  of  the  secured  creditor  votes 
when  it  comes  up  for  claimant  ap- 
proval (two-thirds  of  each  class  of 
claimant  are  needed  for  passage). 
David  Berger,  lawyer  for  the  parent 
Penn  Central  Co.,  says  he  is  "grati- 
fied that  the  secured  creditors  see  the 
wisdom  of  a  consensual  plan,"  al- 
though he  won't  comment  on  specif- 
ics, A  key  source  who  works  for  one 
of  the  major  unsecured  creditors  says 
that  he,  too,  is  happy  to  see  such  a 
scheme  surface— but  he'll  wait  to  see 
a  concrete  business  plan  of  the  new 
company  before  accepting  stock  in  it. 

Any  way  you  slice  the  remaining 
assets  of  Penn  Central,  the  lawyers 
will  get  rich  out  of  the  case.  If  the 
current  plan  or  something  like  it  goes 
through,  the  lawyers  will  get  a  little 
less  rich,  but  the  bondholders-and 
even  the  common  stockholders— will 
come  out  a  good  deal  better  than  the 
market  thought  possible.  There  is  life 
in  the  old  corpse  yet.  ■ 
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THE  WILLIAMS  COMPANIES: 

A  Company  of  Leaders 


The  Williams  Companies,  the 
fertilizer,  energy  and  metals  com- 
pany, is  a  company  of  leaders. 

In  fertilizer's,  Agrico  Chemical 
Company  is  one  of  the  world's 
largest  and  most  successful 
producers  and  marketers. 

In  energy,  Williams  Pipe  Line 
Company's  8,300-mile-long 
products  pipeline  system  is  the 
largest  independently  owned 


system  in  the  world.  Williams 
Energy  Company,  with  operations 
in  26  states,  is  one  of  the 
country's  leading  retailers  of 
LP-gas.  And  a  new  subsidiary, 
Williams  Exploration  Company, 
is  experiencing  enviable  success 
in  its  oil  and  gas  drilling  program. 

In  metals,  Edgcomb  Steel  Com- 
pany and  Steel  Sales  Corporation 
serve  25  eastern  and  midwestern 
states  through  13  metals  distribu- 
tion centers  ~  ranking  among  the 


country's  leading  processors  and 
distributors  of  metals. 

The  Williams  Con^panies  (WMB- 
NYSE),  a  leadership  company. 
For  more  information  about  this 
$1.6  billion  fertilizer,  energy  and 
metals  company  write  —  Cor- 
porate Communications,  The 
Williams  Companies,  Tulsa, 
Oklahoma  74103. 
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THE  FERTILIZER,  ENERGT  AMD  METALS  COMPAHY 
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TTiis  mountain  shows  how  many  dust  and  filler  pads 
can  be  saved  by  using  the  Adapta-Pak  system  to  pack 
approximately  500,000  corrugated  containers. 


How  International  Paper 

can  save  packagers 

a  stack  of  corrugated  higher 

than  MtEverest 


The  new  automated  Adapta-Pak  packaging  system  forms,  packs 
and  seals  corrugated  containers  around  products  wtthout  dust  and  filler  pads. 

One  user  expects  to  save  over  $90,000  a  year. 


Until  now,  the  cost  of  pack- 
aging products  that  vary  in 
height  has  been  sky  high. 

The  reason:  packaging  had  to 
be  done  mostly  by  hand  using 
excessive  amounts  of  material. 
And  .eight  separate  steps. 

Slow.  Slow.  Slow. 

For  example,  suppose  you  were 
packaging  computer  print-out 
forms. 

Someone  first  had  to  line  them 
up  in  uniform  stacks. 

Then  someone  else  put  a 
protective  corrugated  dust  pad  on 
top  of  each  stack.  Opened  a  pre- 
formed container.  Placed  it  over 
the  top  of  each  stack.  Then  sealed 
the  top  of  each  container. 

Another  packer  then  inverted 
the  containers  with  the  forms 
inside.  Pushed  several  corrugated 
filler  pads  in  to  prevent  product 
shifting  and  damage.  And  sealed 
the  other  end.  All  by  hand. 

And  because  of  air  trapped 
between  the  multipart  forms,  each 
stack  could  vary  in  height  from 
V2"  to  2V2".  So  the  final  packer  had 
to^^iiess  how  many  corrugated  filler 
pads  to  put  in  to  fill  up  the  space. 

All  this  is  wonderful  if  you 
don't  mind  the  4  to  10  cents  per  box 


you'd  pay  for  all  those  wasted  dust 
and  filler  pads. 

Help  has  arrived 

Now  there's  Adapta-Pak"  a 
unique  new  fully  automated 
packaging  machine  designed  by 
International  Paper. 

Adapta-Pak  quickly  forms, 
packs  and  seals  corrugated 
containers  without  the  need  for 
dust  and  filler  pads.  Because  it 
makes  a  customized  corrugated 
container  for  the  specific  product 
you're  packing. 

The  Adapta-Pak  system 
automatically  adapts  to  pack  each 
container  with  the  same  pressure. 
And  squeezes  out  the  trapped  air. 

So  even  if  the  stacks  of 
computer  forms  vary  in  height  at 
the  start  of  the  packaging  line,  all 
the  packages  come  out  even  in 
height  at  the  end. 

And  what  you  have  are 
stronger,  custom-fitted,  uniform 
containers  wrapped  precisely 
around  your  product.  With  no 
dust  or  filler  pads.  No  damaged 
edges  from  product  shifting. 


Save  up  to  $90,000  a  year 

Allied  Egry  Business  Systems 
of  Petersburg,  West  Virginia  just 
installed  their  first  Adapta-Pak. 

Because  of  its  tremendous 
efficiency  they  figure  they'll  save 
6  to  10  cents  per  corrugated 
container. 

That's  a  big  saving  in  materials 
for  them.  And  important  energy 
savings  for  America. 


And  because  Adapta-Pak 
packs  10  corrugated  containers 
in  the  time  a  manual  system  does 
3,  Allied  Egry  anticipates 
significant  savings  in  labor 
related  costs. 

In  fact,  they  estimate  a  total 
savings  of  over  $90,000  a  year!  And 
their  Adapta-Pak  system  will  pay 
for  itself  in  less  than  one  year! 

If  s  only  the  b^inning 

Adapta-Pak  packaging  offers 
many  money-saving  profit- 
making  opportunities  to  many 
industries  where  the  products  to 
be  packed  vary  in  height.  And 
that's  everything  from  paperback 
books  to  business  forms. 
Everything  from  reams  of  paper  to 
floor  and  ceiling  tiles.  And  more. 

Going  beyond  new  packaging 
—  all  the  way  to  cost-saving 
packaging  systems.  Another 
example  of  International  Paper's 
responsiveness  to  a  fast  changing 
world  — with  innovative  leader- 
ship in  wood  products,  hydro- 
carbon resources,  building  mate- 
rials, pulp,  paper,  packaging,  and 
non-woven  and  health  products. 
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Sword  Of  Damocles 

For  seven  long  years^  a  lawsuit  has  all  but 
paralyzed  Bangor  Punta  Corp.  For  better  or 
for  worse,  the  end  is  now  in  sight. 


What  kind  of  a  deal  was  this?  Ban- 
gor Punta  Corp.,  a  smallish  (1975 
sales:  $256  million)  conglomerate, 
announced  it  was  planning  to  buy  or 
take  options  on  1.1  million  shares— 
a  10%  interest— in  Lone  Star  Indus- 
tries, the  Western  Hemisphere's  larg- 
est (1975  sales:  $611  million)  port- 
land  cement  manufacturer.  The  deal, 
good  for  nine  years,  could  ultimately 
cost  Bangor  $20  million. 

It  would  be  a  friendly  arrange- 
ment. The  optioned  Lone  Star  stock 
belongs  to  Lone  Star  Chairman  (and 
biggest  stockholder)  James  E.  Stew- 
art. Stewart  is  also  Bangor's  vice 
chairman  and  owns  22%  of  its  voting 
stock.  The  two  companies  have  ad- 
joining oflBces  in  Greenwich,  Conn., 
and  Stewart  is  a  close  friend  to  Ban- 
gor Chairman  David  W.  Wallace. 

But  why  options?  Why  not  stock? 
Quite  simply  because  Bangor's  own 
fate  is  currently  hanging  in  the  bal- 
ance. The  U.S.  Supreme  Court  has 
agreed  to  review  the  $36-million 
damage  judgment  against  Bangor  and 
others  stemming  from  the  bitter  strug- 
gle that  began  in  1969  with  Chris- 
Craft  Industries,  Inc.  for  control  of 
Piper  Aircraft  Corp. 

That  award— the  largest  in  a  securi- 
ties case  in  history— "is  the  sword  of 
Damocles  hanging  over  this  com- 
pany's head,"  says  Wallace. 

The  Lone  Star  deal  commits  Ban- 
gor to  buy  only  150,000  Lone  Star 
shares  now.  "What  happens  on  the 
other  950,000  shares,"  says  Wallace, 
"will  largely  depend  on  what  hap- 
pens with  the  Supreme  Court."  If 
Bangor  loses,  it  will  probably  be  in 
no  shape  to  take  on  anything  as  big 
as  Lone  Star.  If  Bangor  wins,  it  will 
be  a  strong  company.  At  stake  is  not 
just  the  money  but  control  of  Piper, 
a  real  prize. 

Bangor  Punta  was  born  out  of 
melding  two  smaller  conglomerates, 
one  built  around  Maine's  potato-haul- 
ing Bangor  &  Aroostook  Railroad,  the 
other  around  a  Fidel  Castro-ized  Cu- 
ban sugar  property  with  a  healthy  tax- 
loss  carryforward.  The  merged  out- 
fit bought  into  a  variety  of  activities, 
including  handguns  (Smith  &  Wes- 
son), textiles,  sailboats,  foundry 
equipment  and  cotton  farming  and 
processing.  Dave  Wallace,  a  former 
executive  vice  president  of  United 
Brands,  ultimately  was  brought  in  to 
run   the   conglomerate.    Things   were 


going  well  until  Bangor  became  in- 
volved with  Piper  Aircraft.  Piper's 
chairman  invited  Bangor  in  to  bloc^  a 
tender  offer  from  Herbert  J.  Siegel's 
Chris-Craft  Industries.  When  the  dust 
settled,  Bangor  had  52%  of  Piper, 
Chris-Craft  43%.  Neither  side  had 
really  won. 

Chris-Craft  sued  Bangor,  the  Pi- 
per family  and  First  Boston  Corp., 
Piper's  investment  banker,  charging 
disclosure  and  other  securities  viola- 
tions had  cheated  it  of  its  prize  and 
cost  it  millions  in  the  depreciated  val- 
ue of  what  was  then  a  huge  minority 
Piper  position.  In  April  1975,  after 
nearly  six  years  of  litigation,  the  U.S. 
Court  of  Appeals  for  the  Second  Cir- 
cuit ruled  that  Chris-Craft  had  suf- 
fered $26  million  in  damages— the 
difference  between  the  $44.6  mil- 
lion it  paid  for  its  697,000  Piper 
shares  and  the  $27  a  share  the  court 
decided  it  could  have  got  for  them 
at  a  "hypothetical  public  offering"  af- 
ter the  fight  was  over.  The  court  also 
levied  6%  interest  (it  now  amounts 
to  more  than  $10.5  million)  and  up- 
held an  injunction  prohibiting  Bangor 
from  voting  14%  of  its  stock— denying 
it  control  and  splitting  the  Piper 
board  {see  box,  p.  34).  Bangor,  the 
Pipers  and  First  Boston  appealed. 

The  Supreme  Court  gets  thousands 
of  such  petitions  every  year  and  ac- 
cepts only  a  few  score.  The  fact  that 
it  accepted  this  one— against  the  rec- 
ommendations of  the  U.S.  Solicitor 
General  and  the  Securities  &  Ex- 
change Commission— was  highly  en- 
couraging to  Bangor  Punta. 

The  issue:  Can  securities  violations 
be  used  to  prove  civil  damages  by 
one  company  against  another  after  a 
struggle  like  the  Piper  fight?  And  can 
investment  bankers  like  First  Boston 
be  dragged  in?  If  so,  lawyers  will 
wax  fat  on  companies  and  invest- 
ment bankers  anxious  to  avoid  get- 
ting in  Bangor's  kind  of  jam. 

Amid  the  multitudinous  develop- 
ments of  the  Piper  case,  Wallace  fell 
out  with  founder  Nicolas  Salgo  over 
Wallace's  determination  to  run  Ban- 
gor Punta  more  conservatively,  and 
James  Stewart  bought  Salgo  out  in 
1974.  Since  then  Wallace  has  been 
steadily  paring  down  Bangor  Punta, 
getting  rid  of  such  things  as  its  se- 
curity services  business  and  industrial 
engines  and  motors.  It  is  now  smaller 
(1975   revenues:    $256.1    million   vs. 


Friends  &  neighbors  are  Lone  Star's 
jim  Stewart  (left)  and  Bangor  Punta's 
Dave  Wallace.  Former  lumberman 
Stewart  hit  the  home  handyman 
boom  just  right  with  a  string  of  do-it- 
yourself  stores,  sold  out  to  Lone  Star 
in  1971  for  10%  of  its  stock. 

$344  million  in  1969)  but  much  less 
heavily  in  debt  and  again  in  the  black 
($9.4  million  net  last  year). 

Lone  Star  also  had  its  diversifica- 
tion problems.  But  as  the  building 
industry  recovers,  it  is  also  doing  bet- 
ter, though  not  .spectacularly:  $611 
million  in  sales  in  1975,  net  income  of 
$19.3  million,  or  $1.74  a  .share. 

If  the  Supreme  Court  strikes  down 
or  substantially  cuts  the  Piper  judg- 
ment and  restores  Bangor  Punta's 
voting  rights  on  all  its  Piper  holdings, 
a  great  weight  is  removed  from  Ban- 
gor's currently  depressed  stock.  (In 
fact,  the  stock  nearly  doubled  last 
month-from  6  to  11— on  news  of  the 
Lone  Star  deal.)  Then,  Piper  re\erts 
to  Bangor  Punta's  control;  the  compa- 
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The  5*cylinder  Mercedes-Benz  300D. 

Anodier  engineering  milestone  that  has 

quietly  inspired  a  change 
in  traditional  automotive  design. 


The  Mercedes-Benz  300D  has 
quietly  changed  the  rules  of 
the  automobile  game.  This  5 -cyl- 
inder Diesel  automobile  offers  a 
unique  combination  of  perfomi- 
ance,  luxury,  economy  and  quality. 
It  is  the  most  powerful,  the  most 
complete  and  the  swiftest  Diesel 
passenger  car  ever  sold.  Since 
Mercedes-Benz  introduced  the  first 
production  Diesel  passenger  car  40 
years  ago,  that  is  only  fitting. 

No  tune-ups— ever 

Consider    the    benefits    of    this 
Mercedes-Benz.  The  300D  uses 
economical   Diesel  fuel.  Country- 
wide, every  gallon  averages  4^-7^ 
le^s  than  regular  gasoline. 

Diesel  fuel  also  has  more  en- 
ergy per  gallon  than  gasoline,  so 
every  gallon  not  only  costs  you  less, 
it  takes  you  farther.  And,  Diesel 
fuel  is  plentiful.  Thousands  and 
thousands  of  stations  sell 
it  all  across  America. 


The  5-cylindeT  300  Diesel  achieved  EPA 

mileage  estimates  of  28  mpg  (highway) 

and  22  mpg  (city) .  While  your  mileage 

depends  on  hovu  and  where  you  drive  and 

your  car's  condition,  compare  these 

estimates  to  any  full-sized  sedan. 

Another  plus:  With  the  300D 
you  can  forget  about  that  expen- 
sive automotive  custom  known  as 
the  conventional  tune-up.  Because 
it  has  no  spark  plugs,  points,  dis- 
tributor, condenser  or  carburetor, 
the  Mercedes-Benz  300D  never, 
ever,  needs  one. 

One  more  thing.  While  the 
300D  is  not  as  big,  not  as  heavy 
and  not  as  thirsty  as  most  full-sized 
sedans,    this    5 -passenger   automo- 


bile is  every  bit  as  practical  and 
comfortable.  After  all,  it  is  a 
Mercedes-Benz. 

The  forerunner*s  reward 

Over  the  past  five  years  Mercedes- 
Benz  automobiles  have  held  their 
value  better  than  any  other  make 
of  luxury  car  sold  in  America.  It 
stands  to  reason  that  the  300D  will 
be  no  exception.  After  all,  since 
this  automotive  forerunner  is  years 
ahead  today,  it  is  bound  to  be  a 
sound  asset  while  the  others  are 
trying  to  catch  up  tomorrow. 

The  incomparable  Mercedes- 
Benz  300D  sedan.  An  engineering 
milestone    which    has 
quietly  advanced  passen-j 
ger  car  design  a  giant  step. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 

©Merc  ales- Benz  1976 


What  the  passenger  car  should  be  coming  to:  The  incomparable  Mercedes-Benz  300D. 
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WHERE  WOULD  THE  CAMERA  HAVE  REEN. 
WITHOUT  A  COLLEGE  EDUCATION? 


Still  making  Daguerreotypes,  prob- 
ably. 

Instead,  photography  is  a  billion- 
dollar  business  today.  Because  inquiring 
minds,  trained  and  honed  on  college 
campu?e«^,  „...-.cd  looking  into  chemicals 
and  film  and  lens. 

Life-saving  pharmaceuticals.  Hunger- 
fighting  new  rice  and  new  wheat.  Petro- 
chemicals. Radio.  Television.  The  list  of 
billion  dollar  industries  that  got  their  start 
in  college-trained  minds  is  startling. 

You  don't  want  the  flow  of  college- 
bred  new  ideas,  improvements,  inventions 
to  stop.  Ever.  Not  if  you're  a  good  busi- 
nessman. 

So  perhaps  you'd  better  take  a  good 


hard  look  at  how  much  your  company  is 
giving  to  higher  education.  Because  infla- 
tion has  hit  colleges  and  universities  even 
harder  than  most. 

Freedom  to  experiment  is  the  first 
casualty  of  tight  budgets. 

For  the  sake  of  the  future,  "Give  to 
the  college  of  your  choice.  Now."  Who 
knows  what  billion-dollar  business  of 
tomorrow  is  germinating  on  some  college 
campus  today. 


CF 


Council  for  Financial  Aid  to  Education.  Inc 
680  Fifth  Avenue.  New  York.  N.Y.  10019 

A  Public  Service  of  This  Magazine  &  m^ 
The  Advertising  Council 


ny  proceeds  with  its  leisurely  acquisi- 
tion of  Stewart's  stock;  and  Bangor 
Punta  and  Lone  Star  leisurely  explore 
whether  they  should  merge  into  what 
could  quickly  become  a  billion-dollar 
company. 


A  House  Divided 
^  —And  Unanimous 

When  J.  Lynn  Helms  took  over  as 
president  of  Piper  Aircraft  Corp.  two 
years  ago,  he  told  his  board  of  direc- 
tors: "I  don't  want  to  know  your  prob- 
lems. I  don't  want  to  become  in- 
volved, and  I  don't  want  Piper  to 
become  involved." 

An  unusual  situation:  Helms,  after 
rejecting  the  job  once,  was  taking  over 
a  company  torn  by  bitter  strife.  For 
years,  the  boardroom  had  been  a  bat- 
tleground between  its  six-member 
Bangor  majority  and  four-member 
Chris-Craft  minority;  one  Piper  presi- 
dent had  fled  from  oflRce  exhausted. 

Helms's  new  board  agreed:  Since 
then,  he  says,  "It's  very  calm.  They 
don't  try  to  interfere  in  any  way  in 
normal  operating  decisions,  and  I 
don't  try  to  exclude  them  from  any- 
thing a  board  ought  to  know." 

Of  course,  it  helps— as  a  result  of  a 
court  decision  suspending  Bangor's 
voting  rights  on  \A%  of  its  Piper 
stock— that  the  board  is  split  down 
the  middle:  four  directors  each  from 
Bangor  Punta  and  Chris-Craft. 
There's  no  point  in  fighting:  A  four- 
to-four  deadlock  just  wastes  every- 
body's time.  "It's  very  quiet,"  says 
Bangor  Punta  Chairman  David  W. 
Wallace  with  a  chuckle.  "You  only 
have  a  unanimous  vote." 

"Piper's  a  different  company  than 
it  was  two  years  ago,"  Helms  says. 
"Our  distribution  system  has  im- 
proved, our  control  internally,  our 
margins— just  everything  is  going  the 
way  you'd  like  to  see  a  company  go 
on  its  turnaround." 

Turnarounds  are  Helms's  specialty. 

At  the  controls  of  his  persons 
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But  if  the  Supreme  Court  upholds 
the  rulings?  "Then,"  says  a  fund 
manager,  "Bangor  Punta  will  be  a 
very  small  company.  Viable.  But  very 
small." 

It  will  be  quite  a  roll  of  the  dice.   ■ 


A  51-year-old  engineer,  he  turned 
around  Bendix  Systems  in  1963,  then 
did  the  same  for  a  missile  division  of 
Bendix  and  for  United  Technologies' 
Norden  division.  When  a  headhunter 
called  him  in  late  1973  about  taking 
over  the  presidency  of  Piper,  Helms 
turned  the  job  down:  "I  just  don't 
want  to  get  involved. 

"They  came  back  again  three  or 
four  months  later,"  he  says.  "I  told 
them  I  would  want  assurances  that  I 
would  run  Piper.  When  I  got  those 
assurances,  I  decided  it  was  just  too 
much  of  a  challenge  to  turn  dov^Ti." 

Piper,  as  Chris-Craft  Chairman 
Herbert  J.  Siegel  says,  is  important  to 
both  Bangor  Punta  and  Chris-Craft: 
"It's  the  biggest  investment  either 
of  us  has."  Bangor  has  $63.2  million 
in  Piper,  Chris-Craft  $44.6  million. 

The  company  was  founded  by  the 
late  William  T.  Piper  Sr.,  who  made 
money  in  oil  and  used  it  to  buy  a 
failing  light-plane  company  called 
Taylor  Bros.  Aircraft  Co.,  which  in 
1936  became  Piper  Aircraft.  The 
Piper  Cub,  the  Model-T  of  light  air- 
planes, is  possibly  the  most  famous 
small  plane  ever  made.  With  the  com- 
pletion of  its  one-hvmdred-thousandth 
plane  last  Apr.  7,  Piper  has  produced 
one  out  of  ten  of  all  the  aircraft  made 
since  the  Wright  brothers'  first  flight. 

Piper  lifted  sales  from  $146  mil- 
lion in  1974  to  $165  million  in  1975, 
and  Helms  estimates  they  are  27% 
higher  this  year.  Net  income,  a  thin 
1%  of  gross  sales  in  1974,  was  better 
last  year-$2.2  million  and  $1.35  a 
share— and  this  year's  nine-month  net, 
at  $2.87  a  share,  is  already  more 
than  twice  1975's  total  net  income. 
Obviously,  it  is  a  company  worth 
fighting  for. 

ine  is  Piper's  Lynn  Helms. 


The  trucking  industry  Is  justly  proud  of  its  safety  record. 
As  shown,  truck  accidents  per  million  miles  of  operation 
have  declined  from  54  in  1945  to  9  in  1974.  This  repre- 
sents a  reduction  of  83%,  in  the  face  of  large  increases 
in  vehicles  and  in  total  mileage. 

The  record  for  Class  I  and  Class  II  carriers  (large 
trucks  used  in  intercity  operation)  was  even  more 
remarkable,  only  2.5  accidents  per  million  miles. 

This  impressive  record  is  no  "accident"  but  a  result 
of  the  industry's  continuing  safety  efforts,  which  include 
intensive  driver  training. 

In  addition,  the  trucking  industry  continually  works 
with  its  suppliers  to  make  the  vehicles  themselves  more 
efficient  and  safer  to  operate. 

Because  tires  are  a  primary  factor  in  safe  and  efficient 
truck  operation,  tires  have  also  had  to  change  to  keep 
pace  with  vehicle  changes.  Today's  tires,  like  today's 
trucks,  are  more  durable,  more  efficient  and  far  safer 
than  those  of  the  past. 

The  Armstrong  Rubber  Co.  is  proud  of  the  part  it  has 
played  in  working  closely  with  the  trucking  industry  to 
develop  superior  tires  to  fill  the  constantly  changing 
tire  needs  of  this  vital  industry. 

In  the  years  ahead,  as  in  the  past,  Armstrong  will  make 
every  effort  to  provide  the  tires  of  the  future  for  the 
trucks  of  the  future. 


^^  Armstrong  TIRES 
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If  there's  anybody  who  can 
appreciate  a  high-performance  machine, 
it's  the  automotive  industry. 

So  when  the  major  manufacturers 
were  looking  for  a  faster  way  to  get 
out  things  hke  specification  changes, 
dealer  reports,  and  crucial  sales 
figures,  they  naturally  turned  to  the 
Xerox  9200  Duplicating  System. 

That's  because,  with  its  comput- 
erized programmer,  the  9200  can 
automatically  feed,  cycle,  reduce  and 


sort  a  limitless  number  of  sets  at  the 
incredible  speed  of  two  pages  a 
second. 

Which  means  that  now  they  can 
get  a  lot  more  done  in  a  lot  less  time. 

In  fact,  the  automotive  companies 
were  so  impressed  with  the  Xerox 
9200,  they  now  have  40  of  them 
parked  in  their  offices. 


XEROX 


XEROX*  and  920O«are  traaenurks  of  XEROX  CORPORATION. 


The  Numbers  Game 


Now  You  See  It.... 


For  all  its  political  and  public  re- 
lations problems,  the  oil  business  still 
looks  to  be  about  the  most  profitable 
major  business  around.  Just  look  at 
the  latest  Forbes  Annual  Suivey  of 
American  Business  (Jan.  J).  The  en- 
ergy industry  (oil,  gas  and  coal) 
ranked  third  in  a  field  of  29  major 
industry  groupings  in  both  return  on 
equity  and  return  on  total  capital  for 
the  latest  12  months  and  on  a  five- 
year  average  basis.  More  recently, 
handsome  earnings  gains,  like  Texa- 
co's  23%  for  the  second  quarter  or 
Sun  Co.'s  stunning  105%  for  the  half, 
suggest  that  industry  profits  are  re- 
covering nicely  from  the  1975  slump. 

But  appearances— that  is,  reported 
earnings— can  be  deceiving. 

In  about  a  year  and  a  half,  major 
oil  companies  will  have  to  disclose  in 
annual  10-K  filings  with  the  SEC  the 
replacement  cost  of  their  mineral  as- 
sets. Says  Randal  McDonald,  vice 
chairman  of  accounting  and  audit 
practice  of  Arthur  Andersen  and  one 
of  the  nation's  foremost  authorities  on 
petroleum  industry  accounting:  "I 
think  it  will  show  in  most  instances 
that  the  oil  companies  are  either  los- 
ing money  or  making  little  or  no  prof- 
it, which  I  think— from  a  practical 
standpoint— is  the  truth. 

"The  capital  cost  of  finding  and 
developing  oil  and  gas  reserves  in  this 
country  today  is  probably  around  $4 
and  $5  a  barrel  instead  of  the  $1.50 
to  $2  a  decade  ago  on  an  industrywide 
basis,"  McDonald  explains.  "Based  on 
an  average  sales  price  of  about  $7.60 
—which  is  a  homogenous  mixture  of 
'old'  oil  at  $5.25  and  'new'  oil  at 
about  $11.50— you'd  be  in  the  red 
because  your  depletion  and  amortiza- 
tion would  be,  say,  $4  to  $5;  your 
operating  costs  would  be  somewhere 
between  $1.50  and  $2,  and  then 
you'd  have  interest  charges  and  so  on 
in  addition.  There  is  no  way  that  the 
oil  industry  can  replace  its  reserves 
and  sell  them  at  an  equivalent-per- 
barrel  price  of  $7.60  and  make  money 
on  an  industrywide  basis." 

In  other  words,  the  oil  industry  to- 
day is  living  off  its  assets.  It  isn't 
setting  aside  anywhere  near  enough 
of  its  earnings  to  replace  the  oil  re- 
serves it  presently  has— let  alone  ex- 
pand them— given  an  artificially  low 
federally  regulated  price  that  is  little 
more  than  half  of  the  true  market 
value  of  oil.  Under  standard  histori- 
cal   cost     accounting,     however,     this 


doesn't  show  up  because  inflation- 
bloated  present  dollars  are  being  used 
to  offset  historical  cost  dollars— a  clas- 
sic example  of  underdepreciation. 

Replacement-cost  accounting  is  a 
modified  form  of  inflation  accounting 
(Forbes,  Mar.  1,  1974,  Mar.  15, 
1976)  specifically  designed  to  deal 
with  such  underdepreciation  prob- 
lems. Major  Dutch  companies  like 
Philips  Lamp  have  been  reporting  to 
shareholders  on  that  basis  for  years 
now.  The  Securities  &  Exchange 
Commission  has  now  ruled  that  ma- 
jor asset-heavy  U.S.  companies  must 
tell  shareholders  in  footnotes  how 
much  it  would  cost  to  replace  their 
assets  today  and  to  what  extent  that 
would  increase  depreciation  charges. 
If  shareholders  (or  analysts)  care  to 
take  out  a  pencil  and  figure  out  how 
that  would  lower  earnings  or  increase 
capital  needs,  they  may  get  quite  a 
shock.  "Under  replacement-cost  ac- 
counting, there's  a  good  chance  our 
earnings  would  be  wiped  out,"  says 
Albert  S.  Martin  Jr.,  controller  of 
Sun  Co. 

Depressing  Depletion 

Understandably,  the  oil  industry  is 
worried  about  how  investors  will 
react  to  this  new  information.  "I  think 
the  average  shareholder  is  going  to  be 
terribly  confused  by  what  he  reads," 
concludes  Martin. 

Arguing  that  it  is  more  difficult  to 
calculate  the  cost  of  replacing  an  oil- 
field in  the  North  Slope  than  a 
factory  in  North  Dakota,  the  extrac- 
tive industries  managed  to  persuade 
the  SEC  that  they  needed  a  one-year 
extension  to  figure  out  how  to  imple- 
ment replacement  cost  for  mineral  as- 
sets. The  man  in  charge  of  doing  that 
is   Glenn   Welsch,   a   professor  of  ac- 


counting at  the  University  of  Texas 
at  Austin. 

"The  toughest  one  is  those  under- 
gromid  reserves,  because  you  just 
don't  replace  them  in  kind  like  you  do 
a  piece  of  drilling  equipment  or  a  fac- 
tory," he  explains.  "You  may  be  re- 
placing onshore  reserves  with  offshore 
reserves  that  have  an  entirely  different 
set  of  economic  problems.  We  don't 
think  extrapolation  from  past  indus- 
try experience  is  going  to  help  us 
either.  It's  taking  more  and  more  ef- 
fort to  find  less  and  less  oil." 

Welsch  stoutly  denies  that  he's 
there  to  sandbag  the  SEC  disclosure 
effort.  "The  important  thing  is  that  all 
around  the  world  accountants  and 
management  and  governments  are 
moving  toward  some  kind  of  resolu- 
tion on  the  impact  of  inflation  on 
costs,  profits,  capital  formation  and, 
of  course,  taxes.  I  don't  think  anyone 
could  argue  the  value  of  the  informa- 
tion as  long  as  it's  within  a  range  of 
accuracy  that's  meaningful.  One  ma- 
jor concern  of  the  industry  is  that  full 
replacement-cost  accounting  may  re- 
sult in  earnings  that  are  so  low  the 
oil  companies  could  lose  access  to  the 
capital  markets." 

Arthur  Andersen's  Randal  McDon- 
ald remains  convinced  replacement 
cost  can  and  should  be  used  in  the  oil 
industry.  "It's  not  an  impossible  task," 
says  McDonald.  "It  will  be  an  esti- 
mate, obviously.  We  don't  have  the 
information  precisely,  but  we  have  it 
in  the  ballpark  at  least." 

Encouragingly,  some  oil  companies 
favor  replacement-cost  accoimting  as 
a  means  of  educating  the  public  and 
the  politicians  about  the  impact  ol 
price  controls.  "We're  certainly  in  fa- 
vor of  it,"  says  Sun's  Martin.  "Yon 
have  to  start  somewhere."  ■ 
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^  ^aybe  you  didn't 

know  that  Ashland 

is  a  major  producer 

of  solid  energy. 


But  you  should, 


1971 


1972 


1973 


1974 


1975 


Ashland,  of  course,  is  the  nation's 
largest  independent  refiner  of  gasoline. 

But  we  didn't  get  to  be  a  $4  billion 
company  on  petroleunn  alone.  We  got 
there  because  managennent  saw  other 
constructive  opportunities  for  growth. 
Like  chennicals,  road  paving  and  coal. 
Opportunities  that  have  helped  us 
increase  earnings  per  share  from  $1 .44 
in  1971  to  $4.42  in  1975. 

As  far  as  coal  is  concerned,  an  affiliated 
Ashland  company  has  become  the 
nation's  seventh  largest  producer  in  only 
six  years.  With  seven  mines  now  in 
operation,  our1975  coal  production  rose 
1 5%  to  more  than  13  million  tons — 
almost  all  of  which  was  sold  to  public 
utilities  for  the  generation  of  electrical 
power 

The  fact  is,  refining  and  marketing 
petroleum  products  will  always  be 
Ashland's  specialty.  But  directing  our 
talents  where  the  money  is  will  always 
be  Ashland's  business,  ^g^ggj^^ 

Ashland, 


Ashland  Oil,  Inc.,  Ashland,  Kentucky 


No  Hiding  Place? 

It  could  be  that  the  U.S.  courts  are  narrowing 
the  scope  of  bank  secrecy  laws. 


The  bank  secrecy  laws  of  Switzer- 
land—and of  the  small  countries  and 
possessions  in  the  Caribbean  and  else- 
where that  imitated  the  Swiss— have 
always  rested  upon  the  argument  that 
the  Swiss  (or  whoever  the  supporters 
of  bank  secrecy  may  be)  cannot  rea- 
sonably be  asked  to  inform  against 
people  whose  crimes— such  as  evading 
U.S.  taxes— the  Swiss  do  not  regard  as 
crimes. 

But  what  would  happen  if  other 
governments  refused  to  accept  that 
argument?  Suppose  they  insisted  that 
not  only  their  own  citizens,  but  also 
any  foreigner  within  their  borders, 
must  reveal  any  known  information 
about  foreign  bank  accounts  protect- 
ed by  bank  secrecy  laws?  It  could 
make  travel  very  chancy,  to  say  the 
least,  for  some  people. 

It  did  recently  for  Anthony  R. 
Field,  managing  director  of  Castle 
Bank  &  Trust  Co.  (Cayman)  Ltd. 
Field  is  a  Canadian  citizen  and  a  resi- 
dent of  the  Cayman  Islands,  a  British 
possession  and  well-known  tax  haven. 


He  was  served  a  subpoena  in  the  wait- 
ing room  of  Miami  International  Air- 
port. It  seems  that  a  grand  jury  for 
the  southern  judicial  district  of  Flori- 
da wanted  to  ask  Field  some  ques- 
tions about  Castle  Bank's  activities, 
which  include  maintaining  deposits 
and  engaging  in  securities  transac- 
tions in  the  U.S.  The  grand  jury  was 
investigating  the  use  of  foreign  banks 
to  evade  U.S.  taxes. 

But  Field  refused  to  answer  any 
questions  about  Castle,  contending 
that  if  he  did  so  he  would  violate  the 
bank  secrecy  laws  of  the  Cajinans  and 
as  a  result  be  subject  to  prosecution 
there.  The  federal  district  court  then 
found  Field  in  civil  contempt  for  re- 
fusing to  answer  the  grand  jury  and 
ordered  him  to  testify.  The  case 
went  to  the  Fifth  Circuit  Court  of  Ap- 
peals in  Miami— which  upheld  the 
lower  court  decision. 

Citing  among  other  precedents  the 
recent  cases  of  United  States  v.  Nixon 
(1974)  and  Nixon  v.  Sirica  (1973), 
the  Appeals   Court  then   said  in   its 


summation:  "We  regret  that  our  de- 
cision requires  Mr.  Field  to  violate  the 
legal  commands  of  the  Cayman  Is- 
lands, his  country  of  residence.  In  a 
world  where  commercial  transactions 
are  international  in  scope,  conflicts 
are  inevitable.  Yet  this  court  cannot 
acquiesce  in  the  proposition  that 
U.S.  criminal  investigations  must  be 
thwarted  whenever  there  is  conflict 
with  the  interest  of  other  states." 

Next  Step 

Now  the  case  obviously  seems 
headed  for  the  Supreme  Court,  where 
its  disposition  will  be  followed  with 
the  keenest  interest  by  Switzerland, 
the  Bahamas  and  other  countries  hav- 
ing bank  secrecy  laws. 

So  far,  reaction  to  the  decision  is 
confined  to  the  international  commu- 
nity of  tax  lawyers.  But  many  of  them 
feel  that  a  precedent  has  been  set  and 
that,  as  one  put  it,  "foreign  bankers 
from  jurisdictions  with  bank  secrecy 
laws  enter  the  U.S.  at  their  peril." 

And  just  where  does  the  long-run 
public  interest  lie?  In  uncovering  a 
part  of  the  tax  evasion  that  undoubt- 
edly goes  on  through  use  of  secret 
foreign  bank  accounts?  Or  in  discour- 
aging a  further  extension  of  bureau- 
cratic snooping  and  harassment  of 
businessmen?  It's  a  tough  choice.  ■ 


Thats  a  Butler  building? 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about  beauti- 
ful, lime  and  money  saving 


Butler  buildings  and  the  local, 
independent  contractor  who  can 
build  one  for  you.  write  Butler 
Mfg.  Co..  BMA  lower.  Dept- 
B-396.  Kansas  City.  Mo.  64141. 
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Flying  The  Comeback  Trail 

National  Airlines  is  still  groggy  from 
that  long  strike,  but  don't  count  it  out. 


"Nothing  is  as  costly  as  a  strike," 
says  Lewis  B.  (Bud)  Maytag,  49,  Na- 
tional Airlines'  hard-nosed,  taciturn 
president.  "We're  witnessing  that  to 
an  extent  that's  probably  never  oc- 
curred in  this  business  before." 

National  has  a  history  of  poor  la- 
bor relations.  It  suffered  a  108-day 
strike  of  machinists  in  the  second  half 
of  1974,  only  to  be  shut  down  for 
another  127  days  during  its  critical 
winter  season  last  year  by  flight  at- 
tendants (nee  stewardesses).  The 
airline  just  about  broke  even  during 
the  strike  because  of  "mutual  aid"  pay- 
ments from  other  carriers,  but  then 
came  the  cnanch.  In  the  quarter  end- 
ed Mar.  31,  National  lost  $4.1  million. 

While  the  rest  of  the  industry  has 
surged  in  the  first  half  of  this  year, 
with  domestic  traffic  up  12%,  Nation- 
al has  declined  11%.  Even  in  June, 
six  months  after  its  strike  ended.  Na- 
tional was  down  12%,  while  the  in- 
dustry was  up  7%.  Chief  National 
competitors  Delta  and  Eastern  are  go- 
ing like  gangbusters.  And  as  of  Aug. 
1,  National's  lucrative  monopoly  on 
the  Miami-Los  Angeles  route  got  com- 
petition from  Western  Air  Lines. 

National  has  been  further  hurt  by 
the  teiTnination  this  year  of  its  "no 
frills"  discount  fare,  which  it  used  to 
win  traffic  after  the  1974  strike.  ("No 
frills"  expiied  when  carriers  started 
ofl^ering  "freedom  fares,"  which  do 
not  require  giving  up  meals.) 

But    National    lost    more    than    just 


advance  bookings  in  its  most  recent 
strike.  To  many  travel  agents— who 
write  over  60%  of  National's  tickets— 
the  carrier  lost  its  dependability. 

The  agents  had  to  scramble  hard  to 
book  clients  on  winter  flights  to  Flor- 
ida with  other  carriers.  And  that 
made  them  mad.  "A  lot  of  agents 
won't  book  National  right  now,"  says 
one  who  works  at  a  big  New  York 
agency.    "They   figure,    why   hassle?" 

In  fact,  the  agents  should  have  no 
reason  to  expect  another  National 
strike;  the  carriers'  next  contract  ne- 
gotiations won't  start  until  May  1977. 
But  some  agents  don't  know  that; 
others  are  still  out  for  revenge.  As 
one  respected  analyst  put  it:  "The 
agents  want  to  be  kowtowed  to." 

"We're  doing  everything  we  can  to 
convince  the  agents  we're  here  to 
stay,"  Maytag  says.  "I  suspect,"  says 
Theodore  Shen,  analyst  at  Donald- 
son, Lufkin  &  Jenrette,  "that  the 
agents  will  start  forgetting  [their  re- 
sentment] when  you  get  into  the  win- 
ter season  1976-77."  Maytag  has  his 
fingers  crossed.  He  launched  a  new 
12-million  advertising  campaign 
Aug.  2  for  TV,  radio  and  newspa- 
pers. A  switch  from  the  "Fly  Me" 
campaign,  it  features  passengers  with 
outstretched  arms  chanting  the  theme, 
"Take  me,  I'm  yours"— seduced  again 
by  the  airline's  good  service.  Buttons, 
bumper  stickers,  beach  blankets  and 
T-shirts  bearing  the  slogan  will  round 
out  the  promotion. 

Meanwhile,  Maytag  has  been  able 
to  minimize  losses  by  running  re- 
duced schedules.  "We  had  plenty  of 
time  to  sit  around,"  he  says  mefuUy, 
"and  we  e\olved  a  plan  to  get  back 
into  operation  gradually,  restoring 
service  to  primary  markets."  Maytag 
thinks  the  airline  will  make  a  decent 
profit  in  the  coming  fiscal  year,  and  it 
certainly  will  be  helped  by  a  recent 
accounting  change  that  stretches  out 
National's  aircraft  depreciation  ex- 
pense over  16  years  instead  of  ten. 


One  analyst  estimates  that  the  change 
will  add  $10  million— more  than  $1 
per  share— to  pretax  income. 

More  important,  however,  is  May- 
tag's  effort  to  win  a  "no  strike"  agree- 
ment with  his  unions— which  would 
presumably  end  doubts  about  Na- 
tional's dependability.  His  biggest 
union,  the  Airline  Employees  Asso- 
ciation, signed  a  precedent-setting 
binding  arbitration  agreement  last 
February.  But  other  unions— includ- 
ing the  machinists,  pilots  and  flight 
attendants— continue  to  hold  out,  al- 
though they're  willing  to  talk. 

"There's  got  to  be  a  better  way," 
says  Maytag  wearily.  "We  can't  con- 
tinue taking  strikes,  or  soon  we'll  be 
down  the  tubes."  But  will  the  unions 
go  for  it?  One  big  sticking  point  is 
the  unions'  insistence  that  National 
pull  out  of  the  airlines'  mutual  aid 
pact.  Maytag  is  amenable  to  that, 
but  only  if  he  is  guaranteed  labor 
peace  for  a  sufficient  period— at  least 
five  years.  His  reason:  If  National 
pulls  out  and  then  reenters,  it  must 
pay  retroactive  aid  to  carriers  struck 
during  the  period  of  withdrawal. 

Resurgence? 

With  labor  peace.  National  could 
take  advantage  of  its  fundamentally 
strong  industry  position.  It  has  one  of 
the  best  route  structures  of  any  air- 
line, with  few  high-cost  short  hops, 
and  a  good  mix  of  north-south  and 
east-west  runs,  which  helps-  seasonal 
balance.  It  has  a  lean  organization, 
plus  a  low  (0.7)  debt-to-equity  ratio 
for  an  airline,  and  an  unused  credit 
line  of  $60  million  available.  It  has  a 
modern  fleet  of  aircraft;  only  20%  of 
its  capacity  is  due  for  replacement 
by  1985,  vs.  an  industry  average  of 
30%.  Thus  it  faces  less  of  the  steep 
replacement  costs  that  other  carriers 
must  deal  with  in  the  1980s. 

Winning  back  market  share  and 
dealing  with  competition  from  East- 
ern, Delta  and  Western  will  make  for 
tough  going  over  the  next  few  months. 
But  don't  count  out  this  onetime 
high-flier  among  airline  stocks,  which 
now  sells  for  only  three-fifths  of  book 
value.  To  mix  a  metaphor,  if  it  can 
bury  the  hatchet  with  its  unions,  it 
will  be  poised  for  a  real  takeoff.   ■ 
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Like  its  old  "Fly  Me"  campaign,  National's  new  one  has  sexual  overtones. 
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LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978— FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


Bull! 

Sure,  you  can  locate  a  plant  where  there 
are  no  federal  or  local  taxes,  the  weather  is 
warm,  and  there  are  plenty  of  workers.  If 
that's  all  you  want. 

Illinois  says  thats  a  lot  of  bull,  if  youil 
pardon  the  slang.  That  site  would  be  great  if 
transportation  or  skilled  labor  or  a  dozen 
other  things  didn't  count. 

Frankly,  Illinois  has  been  maligned  be- 
cause were  a  big  industrial  state.  It's  said 
our  taxes  are  high,  our  labor  expensive,  our 
climate  terrible.  Well,  we  are  a  big  industrial 
state  just  because  our  climate  (for  business, 
not  our  weather)  is  so  favorable.  Look  at  the 
facts. 

Taxes:  We  rank  6th  lowest  in  principal 
business  taxes  among  the  top  20  industrial 
states. 

Energy:  Electricity,  nuclear  power,  natural 
gas  are  adequate  to  excellent.  Three  new 
coal  gasification  facilities  are  being  built  to 
assure  long-term  energy  availability  through 
conversion  of  our  huge  coal  reserves. 

Business  center:  285  of  the  Fortune  500 
companies  have  facilities  in  Illinois.  Not  to 
mention  the  Midwest  Stock  Exchange,  the 
Chicago  Board  of  Trade,  the  Chicago 
Mercantile  Exchange,  the  International 
Monetary  Market,  and  the  Chicago  Board 
Options  Exchange. 

We  could  go  on.  About  our  transportation 

facilities.  Our  exports.  Our  disposable 

personal  income.  We'd  like  to  send  you  the 

facts  Not  bull,  but  a  profile  that  shows  why 

on  balance,  Illinois  is  good  for  business 

Illinois  Dept.  of  Business  and 

Economic  Development  —  IDF 

222  South  College  Street 

Springfield,  Illinois  62706 

ILLINOIS 


Bloodbath  At  UMM 

Thanks  to  Robert  Hall,  United  Merchants  was  once  a 
textile  industry  blue  chip.  But  the  cofounder's  son 
let  it  slip  badly. 


Like  unsold  goods,  unsolved  prob- 
lems are  dangerous.  They  clob- 
bered United  Merchants  &  Manufac- 
turers, the  $l-biIUon-sales  textile  con- 
glomerate. Next  month  UMM  should 
announce  its  second  consecutive  an- 
nual loss,  this  one  for  the  fiscal  year 
ended  June  30.  In  just  two  years 
stockholders'  equity  will  have  dropped 
from  $50  a  share  to  somewhere  be- 
low $46.  What's  the  problem?  Op- 
erating losses  and  inventory  write- 
dov^ois  at  UMM's  357-store  Robert 
Hall  clothing  chain  big  enough  to  ofl^- 
set  profits  elsewhere.  Once  a  gold 
mine,  Robert  Hall's  sales  have  stag- 
nated aroimd  $250  million  since  1971. 

A  decade  ago,  UMM  earned  $4  a 
share  and  paid  a  dividend  of  $1.20. 
But  under  former  chairman  Merwin 
R.  Haskel,  who  retired  in  1974  at 
age  74,  the  company  deteriorated 
badly.  Despite  continually  rising  sales, 
the  company's  present  chairman,  Mar- 
tin J.  Schwab,  53,  inherited  long- 
term  debt  of  $226  milHon  {vs.  $99 
million  in  1966).  But  UMM  profits 
for  1974  were  $31  million— above  the 
$24  million  of  1966-and  it  still 
looked  healthy  enough  so  that 
Schwab  kept  it  on  course— which  led 
to  a  loss  of  $18.5  million  in  fiscal 
1975,  with  textiles  and  Robert  Hall 
each  losing  around  $21  million  pretax. 

In  the  Fifties  and  Sixties  Robert 
Hall  was  the  bright  spot  of  the  com- 
pany, which  had  started  in  the  Twen- 
ties as  a  loose  union  of  textile  con- 
verters and  makers,  including  for- 
mer president  (until  1959)  Jacob 
W.  Schwab,  84,  Martin's  father.  The 
company  had  grown  successfully  but 
haphazardly  on  that  base.  Only  the 
company's  United  Factors  unit  (cre- 
ated in  1935),  which  provides  credit 
for  textile,  apparel  and  retail  com- 
panies, rivaled  Robert  Hall  as  a 
steady,  growing  profit-producer. 

But  as  time  went  on  Robert  Hall's 
sales  growth  slowed  and  its  profits 
dropped  from  a  pretax  peak  of  $14 
million  in  1969.  President  Joseph  Ber- 
lin—with little  direction  from  Martin 
Schwab— committed  the  ultimate  retail 
sin:  Instead  of  taking  his  mark- 
downs  in  the  late  recession,  he  re- 
turned goods  to  warehouse  in  hope 
of  selling  them  the  next  year.  After 
all,  Robert  Hall's  kind  of  clothes 
didn't  change  much  year  to  year. 

But  the  country's  styles  did  change. 
Hence  the  losses  and  write-offs,  which 


finally  frightened  Schwab  into  taking 
action  to  correct  the  problems  he  saw 
but  had  hoped  to  work  out  slowly. 
'In  1971,  for  instance,  he  instituted  a 
policy  of  mandatory  retirement  at  68 
—with  widespread  exceptions.  Even 
this  was  hard  for  Schwab,  notes  one 
ex-employee,  because  "many  of  the 
people  he  knew  he  should  be  firing 
had  been  coming  to  dinner  at  his 
house  since  he  was  that  high." 

Last  November  Schwab  finally 
brought  in  a  tough  outsider  to  clear 
the  ranks  of  his  father's  old  cronies: 
George  L.  Staffs,  59,  former  vice 
chairman  of  Burlington  Industries. 

Out  went  old  Robert  Hall  boss 
Joseph  Berlin  and  in  came  former 
Sears,  Roebuck  vice  president  Gordon 
F.  Heaton,  55.  Says  Staffs,  "We  made 
a  clean  sweep  of  top  management." 

The  new  managers,  mostly  moved 
up  from  below,  are  being  kept  on  a 
tighter  rein  than  in  the  past.  Some 
unprofitable  operations,  such  as  a 
knitting  plant  and  a  maker  of  plush 
fabrics,  are  being  lopped  off^,  and 
profit  centers  are  being  consolidated. 
Textiles  are  now  in  the  black. 

Potential  Payoff 

But  Robert  Hall  is  a  tougher  nut. 
"The  erosion  at  Robert  Hall,"  Schwab 
admits,  "set  in  long  before  the  figures 
showed  it."  The  chain  has  only  about 
one-fourth  of  its  stores  in  shopping 
centers  where  it  is  helped  by  the  cus- 
tomer draw  of  others,  and  its  image 
has  been  aimed  more  at  the  fnigal 
parents  of  the  post- World  War  II  era 
than  at  their  fashion-conscious  chil- 
dren. "From  now  on,"  says  UMM  di- 
rector (and  Chubb  Corp.  chairman) 
William  M.  Rees,  "the  customer  who 
comes  back  six  months  later  will  no 
longer  find  on  the  rack  the  same  sport 
coat  he   didn't  want   the   first   time." 

But  will  he  come  back  at  all?  Or 
has  time  passed  Robert  Hall  by? 

If  Robert  Hall  can  be  made  prof- 
itable again— and  Gordon  Heaton  did 
a  good  job  at  Scars  with  the  new 
Johnny  Miller  sportswear  line— then 
investors  may  find  that  UMM  is  an 
interesting  proposition.  At  a  recent 
$12  a  share,  the  stock  is  selling  for 
less  than  one-third  of  book  value.  The 
present  stockholders  sufl^cred  severely 
from  the  mismanagement  of  the  past; 
but  with  even  a  modest  turnaround, 
the  stock  .should  be  worth  consider- 
ably more  than  that.   ■ 
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You  know  what  equipment  you  need. 

Chandler  can  show  3rou 
the  best  way  to  get  it. 


When  you  acquire  equipment,  your 
choice  of  financing  methods  can  be  just  as 
critical  as  your  choice  of  equipment.  And  yet 
many  companies  that  offer  financing  are 
surprisingly  limited  in  what  they  can  offer. 

Chandler  Leasing  is  different. . .  and  it's  a 
difference  you  can  measure  in  your  balance 
sheet. 

As  part  of  Walter  E.  Heller  International 
Corporation,  Chandler  now  has  the  resources 
to  offer  the  broadest  range  of  leasing  and 
secured  equipment  financing  methods  in  the 
business. . .  including  tax-oriented  true  leases, 
sale/leaseback,  installment  financing,  and 
lease  purchase,  to  mention  a  few.  We  have 
virtually  as  many  plans  as  there  are  reasons  to 
finance  and  they  are  available  internationally. 

Best  of  all,  it's  easy  to  take  advantage  of 
the  wide  variety  of  services  we  offer.  When  you 


need  equipment,  call  Chandler  and  tell  us 
about  your  needs.  Once  we  understand  your 
situation,  our  leasing  officers  can  help  you 
choose  from  a  variety  of  plans  to  select  the 
specific  solution  appropriate  for  you. 

At  Chandler,  we're  more  than  a  company 
that  "does  leasing."  We're  a  company  that  can 
help  you  gain  the  use  of  the  equipment  you 
need  under  the  most  advantageous  financial 
arrangements.  If  you're  planning  to  acquire 
capital  equipment,  call  your  nearest  Chandler 
Leasing  Officer  and  find  out  your  best  way 
to  finance  it. 

Baltimore  (301)  821-5424  •  Boston  (617)  861-0800 
Chicago  (312)  654-0684  •  Cincinnati  (513)  241-2288 
Dallas  (214)  368-5519  •  Detroit  (313)  889-0460 
Fort  Lauderdale  (305)  522-1728  •  Houston 
(713)  522-1471  •  Los  Angeles  (213)  679-3672 
New  York  (212)  687-6450  •  Philadelphia 
(215)  565-1471  •  San  Francisco  (415)829-1250 


Ciiandler  Leasing 


A  Heller  Financial  Services  Company 


Recovery  In  The  Art  Market 

In  fine  art,  the  recession  is  over,  but  the  boom  hasn't  resumed. 


In  days  long  ago,  when  some  people 
had  things  much  better  than  they  do 
today,  English  gentlepersons  used  to 
take  a  Grand  Tour  of  the  Continent, 
often  spending  some  of  their  good- 
as-gold  British  pounds  for  paintings 
from  the  family  collections  or  innu- 
merable churches  of  Italy.  With  the 
cruelties  of  time,  the  Grand  Tour  went 
the  way  of  the  good-as-gold  pound, 
but  the  pictures  remained  in  England, 
handed  down  from  noble  generation 
to  generation.  Now  the  pictures,  too, 
are  coming  off  the  walls  of  the  stately 
homes  and  being  sold  at  auction  to 
today's  holders  of  good  money.  No, 
not  Arabs;  mostly  Americans,  in  fact. 

At  Christie's  210-year-old  auction 
house  in  London  last  month,  The 
Crucifixion  by  Duccio,  founder  of  the 
school  of  Siena  around  1300,  was 
sold  for  £l  million  (about  $1.8  mil- 
lion these  days).  The  seller  was  Mary, 
Countess  of  Crawford  and  Balcarres 
and  widow  of  the  28th  Earl  of  Craw- 
ford, whose  grandfather,  the  26th 
Earl,  bought  the  painting  113  years 
ago  for  250  guineas  (about  $2,625  in 
those  days).  The  auctioneer  was  Pat- 
rick Lindsay,  son  of  the  Countess  and 
the  late  Earl  and  director  of  Christie's 
old  master  paintings.  The  uniden- 
tified buyer  was  said  to  be  an  Ameri- 
can museum.  The  same  sale  conveyed 
a  Van  Dyck  Virgin  and  Child  from 
an  English  artistocratic  family  trust  to 
an  American  buyer  for  $365,000. 

Part  of  the  reason  for  selling  the 
fine  old  paintings  was  British  death 
duties;  part  was  the  new  British 
Gift  or  Capital  Transfer  Tax,  designed 
to  prevent  the  handing  on  of  wealth. 
"It  is  the  interest  of  this  socialist  gov- 


ernment that  these  people  shouldn't 
have  these  things,  and  so  they  are 
put  up  for  sale,"  remarks  Patrick  Lind- 
say with  some  asperity.  "Then  the 
politicians  go  into  a  song  and  dance 
about  our  heritage  being  in  danger. 
..."  The  Duccio  Crucifixion  once 
hung  in  Lindsay's  bedroom. 

But  whatever  the  sentiment  in- 
volved, in  hard  money  terms  the 
Christie's  sale  brought  rejoicing  in 
the  London  art  market.  Top  pictures 
brought  prices  much  better  than  an- 
ticipated, and  the  sale  capped  a  suc- 
cessful recovery  season  for  the  Lon- 
don art  auction  houses  after  a  very 
bad  year.  Indeed,  as  the  art  auction 
"year"  (October  to  July)  ended,  there 
was  speculation  that  old  masters 
(roughly,  paintings  done  between 
1250  and  1800,  by  an  artist  generally 
conceded  to  be  great)  coming  in  a 
steady  stream  from  hard-pressed  Brit- 
ish manor  houses  would  lead  a  broad- 
based,  well-founded  art  boom  in  the 
coming  auction  year. 

Underlining  their  optimism,  the 
auction  houses  reported  their  annual 
figures  at  the  end  of  July.  Christie's 
had  sales  for  the  year  of  $88  million, 
up  from  $60  million  in  the   1974-75 


season.  Sotheby-Parke  Bemet,  the 
world's  largest  art  auction  house, 
came  in  with  sales  of  $175  million, 
up  from  $145  million  in  the  previous 
season.  And  Phillips  Auctioneers,  the 
Squall  but  challenging  newcomer  of 
London's  Big  Three,  crowed  about 
sales  up  47%,  to  $28  million  from  the 
previous  season's  $19  million. 

However,  the  correction  that 
started  in  the  art  market  in  1974  has 
not  yet  entirely  run  its  course.  At  a 
Sotheby's  sale  in  late  June,  paintings 
by  Monet  and  Renoir— stars  of  the 
Impressionist  school— failed  to  come 
anywhere  near  anticipated  prices  and 
were  withdrawn  from  sale.  The  "in- 
vestment boys,"  as  London  dealer 
Julian  Agnew  calls  them,  have  left 
the  scene,  and  the  big-ticket  market 
today  is  back  to  basics,  a  place  of 
serious  collectors  and  shrewd  dealers. 

Thos.  Agnew  &  Sons  has  been  deal- 
ing in  art  since  1817,  starting  amid 
the  new  wealth  of  Manchester  in  the 
Industrial  Revolution.  Julian  Agnew 
is  a  young  man  who  has  been  in  the 
family  business  only  ten  years,  but  he 
hears  the  old  hands  describe  1975  as 
the  deadest  year  in  history  for  the 
business.  Things  are  picking  up,  he 
agrees,  in  measured  tones.  "But  it's 
patchy.  So  very  few  English  people 
are  buying.  Our  business  is  70%  ex- 
ports, 20%  museums  and  10%  private 
English  people."  Who  wants  to  buy 
art,  even  if  you  can  afford  it,  when  a 
socialist  government  is  threatening  to 
tax  it  away  from  you? 

Despite  this  and  despite  the  near 
collapse  of  the  pound,  London  pre- 
sents no  "bargains"  in  these  high- 
priced  goods:   Good  art  is  quoted  in 
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sound  currency.  But  London,  if  no 
bargain  bazaar,  does  present  the  finest 
market  at  the  moment— greater  num- 
bers and  variety  of  objects  for  sale, 
many  of  them  sent  from  the  U.S.  and 
the  Continent,  and  greater  numbers 
and  variety  of  buyers  (Americans  and 
Europeans  and  Japanese  but,  note 
well,  almost  no  Arabs  buying  West- 
em  art). 

Agnew's  and  Christie's  specialize  in 
old  master  paintings,  and  very  likely 
this  type  of  painting  will  be  com- 
manding the  headlines  in  the  next  few 
years.  Mark  Gregson,  managing  part- 
ner of  London's  Fine  Art  Consultants, 
an  investment  advisory  service,  pre- 
dicts: "The  next  ten  years  will  see 
quite  a  few  really  important  works  of 
art  coming  to  market  because  of  es- 
tate settlements."  But  beware  of  quick 
turnover  or  profit  expectations:  The 
recession  may  be  over,  but  the  crazy 
boom  of  the  early  Seventies  isn't  back. 

"You've  got  to  hold  the  piece,"  says 
Gregson,  "and  be  aware  of  the  prov- 
enance." That  is,  has  the  painting 
come  fresh  from  being  on  loan  to  a 
museum  in  Britain  or  the  walls  of 
some  stately  home?  If  not,  if  its  pedi- 
gree is  dubious  or  it  has  been  shopped 
around,  don't  buy  it  for  capital  pres- 
ervation, not  to  mention  appreciation. 

There  are  movements  in  the  old 
master  game  too,  although  much  nar- 
rower gyrations  in  fashion  and  price 
than  among  modem  paintings.  For 
one  thing,  important  old  masters  get 
bought  by  museums.  "You  can't  buy 
a  Botticelli  anymore,"  Patrick  Lindsay 
points  out.  For  another,  in  buying  an 
old  master,  one  is  buying  a  portrait 
of  a  European  nobleman  in  an  age  of 
common  men,  buying  a  Christian  re- 
ligious scene  in  an  age  of  disbelief, 
buying  a  Canaletto  view  of  sunlit 
Venice  that  was  dear  to  sophisticated 
English  people  at  a  certain  time  in 
England's  history,  a  time  that  is  now 
gone  forever. 

Liking  Comes  First 

The  simplest  advice,  which  is  al- 
ways given  by  experts  in  the  art  mar- 
ket, is:  Look  at  the  painting  before 
the  price  and  make  sure  you  like  it. 
You  may  have  to  hve  with  it  a  long 
time,  as  some  English  families  already 
have.  A  stock  certificate  held  at  a  big 
loss  brings  no  aesthetic  pleasure  to  its 
owner;  a  painting  held  at  a  loss  may. 

"Yes,  it's  sad  to  see  the  contents 
of  one's  home  going,"  says  Patrick 
Lindsay.  But  the  English  are  practi- 
cal people  ^nd  rarely  let  sentimental- 
ity get  in  the  way  of  reality.  If  the 
Philistines  insist  on  forcing  them  to 
give  up  their  possessions,  well,  there's 
no  harm  in  turning  an  honest  pound 
in  the  disposal  of  the  possessions,  is 
there,  Mr.  Lindsay?  ■ 


Ttonsamerlca: 
Record  Six  Months. 


84<i: 

SIX  MONTHS  EARNINGS  PER  SHARE 

^^^H 

Transamerica's  earnings  per 
share  increased  62  percent 
during  the  hrst  six  months  of 
1976  over  the  comparable  period 
last  year.  Second  quarter  earn- 
ings advanced  66  percent. 

52'P 
1975 

1976 

OPERATING  HIGHLIGHTS 

Life  Insurance,  led  by  Occidental  Life,  recorded  the  highest  six  months  earnings  in 

the  company's  history. 

Property/Casucdty  Insurance,  led  by  Transamerica  Insurance,  showed  a  profit  on 

substantially  improved  operations. 

Title  Insurance  earnings  of  Transamerica  Title  were  well  ahead  of  first-half  1975  results. 

Consumer  Lending  Business  of  Pacific  Finance  reported  the  highest  six  months 

earnings  in  the  company's  history. 

Leisure  Activities,  headed  by  United  Artists  and  Budget  Rent  a  Car,  posted  their 

highest  six  months  income  in  history. 

Manufacturing  Operations  of  De  Laval  Turbine  recorded  the  highest  six  months  profits 

in  the  company's  history. 

FINANCIAL  REPORTS 

For  an  annual  report  and  latest  quarterly  report,  write:  Corporate  Relations  Department, 
Transamerica  Corporation,  600  Montgomery  Street,  San  Francisco,  CA  94111. 
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W^#I3QA  ^^^      MAPCO  believes 
f^O^^^^^^^^  '"^  growth  of  cash  divi- 
dends too!  Twelve  increases 
in  10  years  have  brought  the 
indicated  1976  dividend  to  90C  per 
share.  This  follows  1975's  70C,  1974's  400. 
1973's  27C,  1972's  26C,  and  1971's  240. 

With  MAPCO,  growth  is  more  than  a  word  .  .  . 
it's  a  way  of  life. 

To  learn  more  about  the  scrappy  little  pipe- 
line outfit  which  has  become  a  substantial 
diversified  energy  company,  write  for  our 
annual  report. 
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ABC: 

Sprinter  Or  Long-Distance  Runner? 


A  perpetual  also-ran^ 
ABC  is  making  a  strong  run 
for  first  place 

in  TV  broadcasting  this  year. 
But  tune  in  again  next  year. 

It  is  a  lazy  spring  day  in  Beverly 
Hills.  There  is  a  three-foot-long  rub- 
ber shark  floating  in  TV  star  Redd 
Foxx's  swimming  pool.  Fred  Silver- 
man, the  38-year-old  president  of 
ABC  Entertainment,  is  at  poolside. 

Silverman  has  just  annovmced  that 
the  raunchy  star  of  NBC-TV's  San- 
ford  and  Son  vi^ill  move  to  ABC  in 
the  fall  of  1977,  and  the  rubber  shark 
bobbing  behind  him  is  a  fitting  sym- 
bol. For  both  Silverman  and  Foxx— 
plus  Barbara  Walters,  Nancy  Walker, 
the  World  Series  and  Edge  of  Night- 
have  been  talent  raided  by  the  pol- 
liwog-tumed-predator,  the  American 
Broadcasting  Cos. 

The  last  time  a  shark  was  in  the 
broadcasting  shallows  was  in  the 
1940s,  when  William  S.  Paley,  found- 
ing father  of  CBS  Inc.,  was  stealing 
Jack  Benny  and  Red  Skelton  from 
RCA's  National  Broadcasting  Co.  Now 
ABC  has  turned  the  same  trick.  It  is 
the  same  thing,  not  only  to  NBC  but 
to  Paley's  CBS,  and  the  results  may 
be  giving  the  old  master  fits  in  a 
couple  of  months.  ABC  stands  only  a 
whisker  away  from  capturing  CBS' 
prime-time  ratings  crown  this  fall, 
and  a  good  segment  of  the  advertis- 
ing  industry   believes    it   will   do   so. 

ABC's  boosters  like  to  emphasize 
the  parallels.  CBS,  like  ABC,  was  a 
ragged  loser  that  became  a  winner. 
Paley,  like  the  architects  of  ABC's 
master  plan,  recognized  that  the  way 
to  make  money  is  to  spend  money. 
In  TV,  it's  ratings  that  count;  the 
profits  tend  to  take  care  of  them- 
selves. To  get  the  ratings,  you  have 
to  get  the  current  drawing  cards,  both 
in  front  of  and  behind  the  camera. 
And  the  attractions  cost  money. 

Thanks  largely  to  its  successful 
raids,  ABC  ended  the  1975-76  prime- 
time  season  only  six-tenths  of  a  Niel- 
sen point  behind  CBS.  A  survey  of 
advertising  agency  program  execu- 
tives by  Anthony  Hofi^man  of  Shields 
Model  Roland  indicates  they  expect 
ABC  to  be  four-tenths  of  a  point 
ahead  in  the  fall  season. 

To  appreciate  what  a  stunning  up- 
set this  is,  you  must  understand  where 
ABC  came  from.  During  most  of  its 


Redd  Foxx  and  Fred  Silverman :  Raiding  rival  networks  for  star  power. 


existence,  it  was  vainly  struggling  to 
overtake  second-place  NBC:  CBS 
wasn't  even  within  range.  And  you 
must  appreciate  how  sudden  the  up- 
set was:  The  previous  season,  1974- 
75,  was  one  of  ABC's  worst  ever,  leav- 
ing it  more  than  four  full  percentage 
points  behind  CBS  and  more  than 
three  behind  NBC  in  the  Nielsen  rat- 
ing for  share  of  prime-time  TV  audi- 
ence. The  score:  20.8  for  CBS,  19.8 
for  NBC,  16.5  for  ABC. 

No  Superman 

Interestingly,  ABC  has  neither  a 
Bill  Paley  nor  a  David  Samofi^.  It  is  not 
a  one-man  show.  Three  men  were  in- 
volved in  building  ABC  to  where  it 
could  raid  its  way  into  the  big  time. 
One  is  Elton  Rule,  the  handsome  ex- 
Califomian  who  has  been  ABC's 
president  since  1972.  Another  is  Fred- 
erick Pierce,  43,  president  of  the  TV 
division,  a  breezy  executive  who  has 
had  a  hand  in  most  of  the  key  talent 
raids  and  programming  reforms.  The 
third  is  ABC's  shrewd  70-year-old 
chairman,  Leonard  Goldenson. 

Goldenson,  who  grew  up  in  the 
moviehouse  business,  25  years  ago 
merged  his  United  Paramount  The- 
atres with  ABC,  then  owned  by  the 
late  Edward  Noble,  the  "Lifesaver 
King."  The  bureaucracy  was  pon- 
derous and  shortsighted:  It  took  the 
Justice  Department  and  the  Federal 
Communications  Commission  two 
years  to  approve  the  sale.  "They  were 
afraid,"  Goldenson  smiles,  "that  we 
would  try  to  curb  the  development  of 
television  to  keep  our  theaters  alive." 

As  usual,  in  the  interests  of  pro- 
moting competition,  the  politicians 
ended  up  hampering  competition.  By 


the  time  approval  came,  CBS  and  NBC 
were  way  out  front  and  ABC  was  an 
apparently  hopeless  also-ran.  "We 
had,"  says  Goldenson,  "only  35%  cov- 
erage of  the  country  when  CBS  and 
NBC  had  85%.  We  had  no  daytime 
programming,  no  talent.  It's  been  a 
slow  process." 

That  process  was  interrupted  by 
the  disaster  of  the  1974-75  season. 

The  industry  blamed  Barry  Diller, 
ABC's  arrogant  head  of  prime-time 
programming.  Diller  had  been  suc- 
cessful at  ABC  in  assembling  movie 
packages  and  developing  the  90-min- 
ute  TV  movie.  But  in  his  new  job 
he  made  an  abrupt  departure  from 
ABC's  traditional  urban  comedies  and 
action  dramas.  The  network  veered 
off^  into  rural-oriented  shows  like 
Kodiak,  The  Texas  Wheelers  and  The 
New  Land.  It  was  not  the  year  for 
com  pone.  In  the  fall  of  1974,  the 
disaster  looming,  Diller  left  ABC  to 
become  chairman  of  Paramount  Pic- 
tures. Diller's  superior,  Martin  Star- 
ger,  exited  in  April  1975  with  a  con- 
tract to  produce  programming  exclu- 
sively for  ABC. 

It's  a  situation  resonant  with  irony. 
The  fall  schedule  Starger  put  together 
as  his  swan  .song  was  the  launching 
pad  for  ABC's  takeoff. 

In  November  1974  Fred  Pierce,  a 
fonuer  programming  strategist,  was 
summoned  from  the  recesses  of  the 
research  department  and  put  in 
charge  of  the  division.  Over  the  next 
18  months  he  built  on  Stargcr's  fall 
programming  base  with  urban-ori- 
ented programming  like  S.W.A.T., 
Baretta  and  the  cop  comedy  Bartxexj 
Miller.  He  was  to  hire  Fred  Silvcnnan 
from  CBS   and  play  a   major  role   in 
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hiring  Barbara  Walters  from  NBC. 
In  May  of  1975  Pierce  hired  Sil- 
verman to  replace  Starger.  It  was 
quite  a  coup.  On  the  strength  of  the  an- 
nouncement, ABC  stock  went  up  four 
points.  Silverman,  CBS's  vice  presi- 
dent for  programming,  had  had  a 
brilliant  career  at  CBS.  Says  Pierce: 
"I  guess  he  was  a  little  less  than  to- 
tally appreciated  at  CBS."  Silverman 
is  not  an  officer  of  ABC,  so  his  salary 
is  not  disclosed.  But  he  is  said  to  get 
over  $250,000  plus  goodies. 

The  Driver 

Silverman  is  one  of  the  most  suc- 
cessful programmers  in  television  his- 
tory. "Freddy  has  an  amazing  sense 
of  what  the  mass  audience  will  ac- 
cept," says  Mike  Dann,  whom  Silver- 
man succeeded  as  CBS's  chief  pro- 
grammer. "He  has  an  intense  work 
ethic,  a  flexibility  to  learn  and  a  to- 
tal capacity  for  self-criticism.  He  is 
impossible  with  others  and  ruthless 
on  himself."  Working  killing  hours,  he 
has  lost  40  pounds  since  coming  to 
ABC.  Although  his  major  purview  is 
prime  time,  he  has  a  finger  on  every 
programming  pulse;  an  executive  in 
the  ABC  children's  programming  de- 
partment says  he  reads  every  chil- 
dren's script— often  with  suggestions. 

Silverman's  first  chance  to  take  a 
cut  at  the  ball,  since  the  fall  sched- 
ule was  already  set,  was  in  the  sec- 
ond season  starting  in  January  1975. 
ABC  introduced  two  successful  spin- 
off's, Laverne  and  Shirley  (out  of 
Happy  Days)  and  The  Bionic  Wom- 
an (from  The  Six  Million  Dollar 
Man).  Irwin  Shaw's  Rich  Man,  Poor 
Man,  in  development  for  two  years, 
was  to  have  been  presented  as  three 
or  four  long  movies.  Silverman  de- 
cided to  turn  it  into  a  miniseries  last- 
ing seven  weeks.  Silverman  had  cre- 
ated a  new  TV  form— hybrid  soap 
opera-novel. 

ABC's  second  season  was  spectac- 
ular. It  was  the  No.  One  network  for 
12  of  the  13  weeks  between  January 
and  April,  placing  up  to  eight  out  of 
the  top  ten  shows  some  weeks.  For 
the  full  1975-76  season,  CBS  had 
managed  to  hang  on  to  its  No.  One 
ranking  b^  one  of  the  sUmmest  mar- 
gins in  history.  ABC  won  more  Em- 
mys  than  any  other  network,  includ- 
ing a  record  11  for  Eleanor  and 
Franklin.  It  goes  into  this  fall  season 
in  the  strongest  position  in  its  history, 
with  advertising  90%  sold  out  in 
prime  time  through  the  first  three 
quarters  of  1977  (compared  with 
about   25%  *at   this   time   last   year). 

Prime  time  is  not  all  of  network 
TV,  or  even  the  most  profitable  part, 
and  ABC  has  been  weak  in  many 
other  parts  of  the  schedule.  But  it  is 
also   making  progress   there.    In   the 
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New  Prestige.  Eleanor  and 
Franklin,  sitcom  star  Nancy 
Walker,  scene  from  Roots, 
the   epic   of   black   history. 


early  moniing,  its  new 
Good  Morning  Ameri- 
ca has  overtaken  the 
CBS  Morning  News 
and  cut  into  the  long- 
time lead  of  NBC's  To- 
day, recently  shorn  of 
Barbara  Walters.  In  daytime,  ABC  is 
building  up  soap  operas.  In  addition 
to  taking  Edge  of  Night  from  CBS,  it 
is  increasing  total  serial  programming 
from  an  hour  and  a  half  a  day  to 
3/2  hours.  Serials  cost  slightly  more  to 
produce  than  game  shows,  but  their 
ratings  are  generally  higher— averag- 
ing 6.2  Nielsen  points  on  ABC  to  5,7 
for  game  shows.  And  daytime  is 
where  the  real  profits  are.  A  new 
hour  of  prime-time  programming  cost- 
ing $250,000  can  yield  revenue  of  up 
to  $450,000;  but  a  half-hour  soap 
opera  costing  about  $20,000  can 
bring  in  $90,000. 

ABC's  Saturday  morning  and  late- 
night  programming  are  also  improv- 
ing. Rerunning  old  series  like  Mannix 
and  Longstreet,  ABC  has  pulled  even 
with  CBS's  late-night  movies,  each 
with  30%  of  the  audience,  and  is  now 
only  two  rating  points  behind  NBC's 
perennial  champion,  the  Tonight 
show.  ABC  Sports,  long  very  success- 
ful, seems  to  have  become  dominant. 
Its    79/2    hours    of    summer    Olympic 


liHHi 


coverage  drew  an  average  rating 
larger  than  prime-time  CBS  and  NBC 
combined. 

Only  in  the  ABC  Evening  News 
has  there  been  no  ratings  improve- 
ment. ABC  hopes  that  will  change 
when  its  $5-million  bonus  baby,  Bar- 
bara Walters,  sits  down  before  the 
glowing  TelePrompTer  on  Oct.  4  with 
her  reluctant  co-anchor,  Harry  Rea- 
soner.  Is  this  news  or  entertainment? 
Who  cares?  ABC  believes  she  will 
pull,  and  six-tenths  of  a  Nielsen  rat- 
ings point  could  pay  her  huge  salary. 

If  only  ABC  could  get  the  rest  of 
its  business  in  as  good  shape  as  TV, 
Leonard  Goldenson  would  be  a  very 
happy  man  indeed.  Broadcasting  pro- 
vides 72%  of  ABC's  revenues,  which 
totaled  $1.06  billion  last  year.  But 
the  nonbroadcasting  subsidiaries  lost 
a  horrendous  $28  million. 

When  I.  Martin  Pompadur,  now 
assistant  to  Elton  Rule,  was  assigned 
to  see  what  was  viable  in  the  non- 
broadcast  companies  three  years 
ago,  he  found  the  supposedly  profit- 


ABC's  Silver  Springs,  Fla.  marine 
park  has  done  well,  but  Historic 
Smithville,  N.j.  lost  money. 


able  ABC  record  busi- 
ness wallowing  in  ob- 
solete inventory  and  bad 
accounting.  Its  presi- 
dent, Jay  Lasker,  left 
and  was  replaced  by  ex- 
show-biz  agent  Jerold 
Rubinstein,  38. 

Rubinstein  and  Pom- 
padur straightened  out 
the  mess,  but  it  was 
bloody:  ABC  wrote 
down  $22  million  on  its 
record  business  in  1975. 
ABC's  scenic  parks 
have  been  a  headache. 
The  first  two.  Silver 
Springs  and  Weeki  Wachee  in  Florida, 
have  done  well.  But  Marine  World  in 
California  lost  money  before  it  was 
sold  in  1971.  A  new  one,  "The  His- 
toric Towne  of  Smithville"  in  New 
Jersey,  lost  money  in  1975.  And  a 
400-acre  wildlife  park,  opened  in 
Largo,  Md.  just  as  two  huge  ones  were 
opening  nearby,  cost  a  total  write- 
down of  $14  mdlion  in  1975  and  1976. 
Goldenson's  original  business,  the 
theaters,  are  profitable,  although  not 
growing;  last  year  they  contributed 
$7.8  million  pretax.  ABC  also  has  a 
pubhshing  company  that  puts  out 
three  good  farm  magazines  and  an- 
other that  issues  Modern  Photography 
and  High  Fidelity.  There  is  Word, 
Inc.,  a  religious  music  and  publish- 
ing house.  There  are  retail  music 
stores  (Wide  World  of  Music)  and 
an  electronic  distribution  company 
(Mid-State  Distributing  Co.)  that 
benefited  from  the  citizens  band  radio 
boom  and  contributed  perhaps  $1.5 
million  to  profits  in  1975. 

In  spite  of  this  ill-assorted  and  often 
ill-considered  diversification,  ABC  will 
make  big  money  this  year.  Its  strong 
ratings  will  bring  something  like  $150 
million  in  additional  revenue  and  a 
major  part  of  this  will  come  down  to 
pretax  profits.  First-half  earnings 
were  $1.74,  up  45%  from  last  year. 
Analysts  predict  earnings  of  $3.75 
this  year,  a  17%  return  on  stcK-khold- 
ers'  equity  and  far  more  than  ABC 
ever  earned  before.  But  the  leverage 
could  easily  go  into  reverse,  as  it  did 
in  1975  when  ABC  netted  only  99 
cents  a  share.  It  is  always  dangerous 
to  bet  against  CBS  or  to  depend  loo 
heavily  on  Silverman;  "geniuses"  have 
a  short  career  span  in  show  bi/,  es- 
pecially in  TV.  Meanwhile,  ABC] 
lacks  .solid  nonbroadcasting  earnings. 
Will  the  ABC  of  1975-76  then  be 
remembered  merely  as  a  Cinderella 
company?  Maybe.  ABC  has  surged  be- 
fore, only  to  fall  l^ehind  again.  The 
company  will  have  to  put  in  at  least 
two  and  preferably  three  good  years 
before  the  financial  critics  will  be  giv- 
ing rave  reviews.  ■ 
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Faces  Behind  the  Figures 


The  Ulan  To  Watch 

The  recent  game  of  musical  chairs 
inside  the  year-old  management  com- 
mittee at  the  Chase  Manhattan  Corp. 
put  to  rest  rumors  that  either  Treasury 
Secretary  William  Simon  or  Anacon- 
da Co.  Chairman  John  Place  was 
about  to  replace  David  Rockefeller  at 
the  tiller  of  the  nation's  third-largest 
bank  (assets:  $41  billion).  One  clear 
winner,  however,  was  Executive  Vice 
President  Thomas  G.  Labrecque,  37. 
He  is  the  Chaseman  to  watch. 

In  the  shakeup,  Labrecque  was  the 
only  new  member  of  the  powerful  sev- 
en-man committee.  He  has  gotten  the 
reputation  of  a  "fixer"  around  a  bank 
whose  44.7%  drop  in  second-quarter 
earnings  again  demonstrated  that 
something  needed  fixing.  Two  years 
ago  Labrecque,  a  Villanova  graduate 
who  became  a  trader  at  Chase,  set 
the  bank's  lagging  $680-million  bond 
portfolio  on  the  earnings  track  again. 
And  last  year  he  served  as  Chase's 
contact  with  New  York  City  during 
its  fiscal  crisis.  He  worked  side  by  side 
with  Rockefeller  then  and  won  a  rep- 
utation among  the  many  politicians 
he  met  with  for  being  quick  and 
tough,  but  fair-minded. 

Labrecque's  first  job  now  will  be  to 
cut  Chase's  swollen  employment  rolls, 


containing  some  29,500  people,  com- 
pared with  Morgan  Guaranty's  9,800. 
He  takes  charge  of  the  two  areas 
where  overstaffing  at  the  lower  lev- 
els is  most  glaring:  the  operations  di- 
vision and  the  260  Chase  retail 
branches.  Within  several  days  of  his 
appointment,  Chase  farmed  out  its 
stock-transfer  work,  dropping  700 
clerks  and  computer  employees  off  the 
payroll.  The  betting  is  that  the 
changes  are  just  beginning  at  the  rich 
but  troubled  bank. 

In  effect,  Tom  Labrecque  has  four 
years  to  prove  himself.  Chairman  Da- 
vid Rockefeller  is  due  to  retire  at  65 
in  1980,  and  President  Willard  Butch- 
er, now  49,  will  probably  step  up  to 
chairman.  Labrecque  would  then  be 
in  line  for  Butcher's  present  job.  That 
would  be  quite  an  attainment  for 
a  41 -year-old  man. 

Of  course,  there  can  be  many  a 
slip  'twixt  cup  and  lip— and  Chase  has 
had  three  major  shakeups  in  just  four 
years.  The  latest  shakeup  makes  one 
thing  clear:  For  all  the  criticism  lev- 
eled at  him  for  Chase's  problems,  Da- 
vid Rockefeller  has  no  intention  of 
taking  early  retirement  or  being  forced 
out.  So  Tom  Labrecque  gets  his  shot 
at  the  brass  ring,  but  he  will  have  to 
prove  himself  to  the  demanding  Da- 
vid Rockefeller.   ■ 
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Labrecque  of  Chase  Manhattan 


Dark  Horse 

Who  is  this  upstart?  Proposing  yet 
another  pipeline  route  for  the  gas 
from  Prudhoe  Bay?  And  proposing  it 
two  years  after  El  Paso  and  Arctic 
Gas  filed  their  proposals  with  the 
Federal  Power  Commission. 


McMillian  of  Northwest  Energy. 


He's  John  G.  McMillian,  50.  A  one- 
time West  Texas  roughneck-turned- 
oil-promoter,  he's  now  boss  of  North- 
west Energy,  a  new  half-bilhon-rev- 
enues  outfit  started  up  in  1974  when 
El  Paso  spun  off  its  Northwest  pipe- 
line division.  McMillian  is  a  scrapper. 

He  went  after  the  4,400-mile  pipe- 
line system  back  in  1965  when  El 
Paso  was  first  ordered  to  divest  it.  "It's 
a  big  asset,"  he  says.  "It's  not  very 
often  individuals  can  buy  something 
like  that."  McMillian  and  his  corpo- 
rate partners  had  rough  competition. 
Nine  other  groups  tried  for  the  sys- 
tem, too.  In  February  1974,  after  sev- 
en years  of  litigation,  McMillian's 
group  got  control.  It  was  an  intriguing 
deal.  El  Paso  spun  off  80%  of  the  3.5 
million  shares  to  its  own  stockholders. 
McMillian  and  partners  bought  the 
remaining  20%— enough  for  control— 
for  $19.4  million  in  cash. 

But  it  wasn't  over  yet.  Alaska  Inter- 
state, one  of  his  partners,  decided  to 
tender  for  Apco,  another  partner.  If 
successful,  AI  would  have  controlled 
Northwest  and  cut  McMillian  out.  So 
McMillian  had  Northwest  tender  for 
Apco,  a  Houston  oil  outfit,  and  won. 


Still  running  hard,  McMillian  now 
is  trying  for  the  Alaska  gas  pipeline. 
Building  it  would  double  the  size  of 
Northwest  and  give  McMillian  ac- 
cess to  the  kind  of  gas  supplies  it 
wants.  Northwest  has  considerable  gas 
reserves,  but  50%  of  them  are  in  Can- 
ada, whose  leftward  drift  is  a  real 
worry.  McMillian  could  buy  Alaska 
gas  even  if  someone  else  built  the 
pipeline,  but  he  is  playing  for  high 
stakes;  he  wants  his  own  supplies. 
The  El  Paso  proposal,  he  says,  "is  un- 
realistic and  costly.  The  Arctic  Gas 
proposal  depends  on  Canada's  desire, 
as  yet  undemonstrated,  to  develop  its 
frontier  resources." 

McMillian's  proposal  would  follow 
the  Alyeska  oil  pipeline  as  far  as  Fair- 
banks and  then  the  AlcaX  highway 
south  to  the  border  where  it  would 
meet  U.S.  systems.  The  FPC  staff 
has  already  selected  this  route  as  best 
environmentally. 

It's  a  bold  bid,  but  McMillian  has 
a  good  chance  of  winning.  Could  he 
swing  the  financing?  Well,  who  would 
have  thought  he  could  rise,  in  a  cou- 
ple of  years,  to  control  a  huge  new 
energy  company?  ■ 
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Faces  Behind  the  Figures 


Screenwriters* 
Best  Friend 

TiiE  SAYING  that  words  are  cheap 
doesn't  apply  in  Hollywood  anymore. 
Writers  there  can  make  more  money 
these  days  than  even  actors  can.  The 
authority  for  this  statement  is  H. 
N.  (for  Harold  Norling)  Swanson,  the 
77-year-old  unchallenged  dean  of 
screenwriters'  agents. 

Swanson  ticks  off  some  impressive 
numbers:  One  client,  Oscar  Otis,  re- 
centiy  shared  in  a  cool  half-milUon 
dollars  for  a  screenplay-book  package 
entitled  The  Race.  A  single  movie 
script  earned  client  Dorothy  Uhnak  a 
tidy  $250,000.  Elmore  Leonard  has 
been  earning  an  average  of  $250,000 
a  year  for  a  number  of  years  writing 
movie  melodramas. 

Swanson  has  handled  many  of  the 
great  names  of  American  writing: 
William  Faulkner,  F.  Scott  Fitzger- 
ald, Raymond  Chandler.  But  those  fel- 
lows didn't  have  it  this  good.  In  the 
bad  old  days,  Swanson  recalls,  the 
sale  of  the  movie  rights  also  conveyed 
all  the  subsidiary  media  rights  to  the 
purchaser.  But  nowadays  the  stan- 
dard practice  is  to  sell  the  subsidiary 
rights  piecemeal  for  as  much  as  the 
traffic  will  bear.  Furthermore,  the 
new    long-form     television    programs 


{Rich  Man,  Poor  Man,  for  example), 
often  enable  writers  to  make  up  to 
three  times  the  money  they  used  to 
get  for  a  movie  script. 

But  it  is  a  hectic  pace.  Writers 
are  forced  to  write  more  scripts  in  less 
time;  Hollywood's  stepped-up  produc- 
tion pace  now  gives  writers  only  a 
third  of  the  time  client  Raymond 
Chandler  used  to  get  to  produce  a 
screenplay. 

Though  some  of  Swanson's  clients 
are  unknowns,  they're  all  pros;  he 
won't  touch  a  beginner.  He  is,  none- 
theless, beseiged  by  undiscovered 
Great  American  Novelists.  "On  the 
way  back  from  my  father's  funeral," 
he  re:;alls,  "the  preacher  said  to  me, 
'Before  you  get  out  of  town  I  want 
you  to  take  a  look  at  this  script.  .  .  .'  " 

What's  it  like  for  Swanson,  an 
agent,  to  deal  with  the  sharp  ex- 
agents  who  now  head  production  for 
many  Hollywood  studios  instead  of 
the  old-style  moguls?  Says  Swanson 
cautiously:  "You  have  to  be  careful, 
very  careful.  I  wouldn't  make  an  im- 
portant deal  without  having  an  at- 
torney right  by  my  elbow."  But  Swan- 
son takes  in  stride  the  power  plays 
that  often  see  a  studio  head  de- 
throned even  before  he  has  installed 
his  executive  sauna. 

Swanson,  too,  has  gotten  rich  in 
Hollywood,  collecting  his  10%  even 
from    the    estates    of    such    deceased 


Screenwriters'  Agent  Swanson 

writers  as  John  O'Hara  (whose  short 
stories  will  form  the  basis  of  NBC's 
Gibbsville  this  fall).  Swanson  invested 
early  in  what  became  prime  Los  An- 
geles real  estate,  an  investment  which 
has  made  him  at  least  a  millionaire. 
On  three  of  the  most  prime  acres 
Swanson  practices  gentleman  farming 
and  grows  the  carnations  he  has  sport- 
ed in  his  lapel  every  day  of  his  43 
years  in  Hollywood.   ■ 


Benumbed  Good  Buddy 

Richard  Horner  runs  E.F.  Johnson 
Co.,  an  old-line  Minnesota  firm  that 
is  the  U.S.'  largest  manufacturer  of 
citizens  band  radios.  After  a  hammer- 
down  first  quarter,  Johnson's  over-the- 
counter  shares— which  traded  below 
$5  in  1975-shot  from  $21  to  $34  in 
six  weeks.  Now,  two  months  later, 
worries  about  CB  price-cutting  have 
them  back  below  $20. 

"We've  had  volatility  like  that  for 
over  a  year,"  says  the  58-year-old  en- 
gineer. "After  a  while  I  got  numb." 

Still,  Horner  has  problems.  He's 
worried  about  his  $1.6-billion-a-year 
industry's  relationship  with  its  own 
Smokey  Bears,  the  Federal  Communi- 
cations Commission.  "They  don't  regu- 
late our  prices,"  he  explains,  "but  they 
control  about  everything  else  we  do." 
The  rub  comes  because  amateur  radio 
operators,  who  see  gossiping  CBers 
as  a  threat  to  their  serious  hobby, 
have  lots  of  clout  at  the  FCC. 

Last  month,  of  course,  the  Commis- 
sion  did   double   the   number   of   CB 


Horner  of  E.F.  Johnson  Co. 


channels,  but  Homer  isn't  satisfied. 
He  thinks  the  regulators  are  foot- 
dragging  on  a  more  important  appli- 
cation—pending since  1971— to  take  a 
small  slice  of  ham  airwaves  for  a  new. 
CB  band.  "Even  with  the  expansion, 
hams  have  about  150  times  our  fre- 
quency space,"  he  says,  "yet  there  are 
15  million  of  us  and  250,000  of  them." 
Shouldn't  that  sway  an  agency  with  a 
fairness  doctrine  and  equal-time  rules 
so  stiff  they  keep  a  candidate's  old 
movies  off  late-night  television?  Per- 
haps. However,  several  key  Commis- 
sion staffers  are  hams. 

Meanwhile,  FCC  approval  of  new 
channels  helped  create  a  short-term 
CB  panic:  "Distributors  decided  to 
discount  and  skinny  down  inventories 
of  old  sets  while  we're  spending  like 
mad  to  develop  the  new  radios  for 
sale  in  January."  Will  this  once-boom- 
ing industry— as  some  analysts  predict 
—actually  lose  money  for  the  iiext  two 
quarters?  Homer  isn't  sure.  "I'm  in  the 
unique  position,"  he  explains,  "of  be- 
ing able  to  see  1977  much  more  clear- 
ly than  the  last  half  of  1976."  ■ 
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The  American  Insurance  Buyer. 


Not  just  apositiQn,aprofit-center,  too. 

Company  president,  treasurer,  or  corporate  insurance  buyer,  keeping  the  lid  on 
insurance  costs  is  an  ongoing  responsibility.  What's  called  for  are  innovative 
programs  that  can  help  control  ultimate  cost  without  shrinkage  in  security. 
American  Mutual  offers  several: 

1 .  Programs  to  eliminate  or  reduce  insurance,  including  prudent  use  of 
higher  deductibles  and  partial  self-insurance. 

2.  Rating  programs  designed  to  produce  cost  reduction  commensurate  with 
loss  reduction,  including  retrospective  rating  and  loss  ratio  dividend  plans. 

3.  Claim  adjusting  and  safety  engineering  services  to  support  corporate 
insurance  programs. 

4.  A  computerized  system  for  monitoring  claims,  a  strong  control  device  f  )r 
the  decentralized  organization. 

American  Mutual  was  selling  liability  insurance  in  America  25  years 
before  the  first  Workers'  Comp  laws  were  written  in  1912.  That  adds  up  to  a  lot  of 
experience  with  the  changing  role  of  insurance  protection  and  with  changing 
needs  of  people. 

Call  us;  we're  in  the  Yellow  Pages. 


J\merican 

^j^i^Utual  We  want  to  keep  you  safe,  and  sound. 

INSURANCE  COMPANIES, 
WAKEFIELD,  MASS.  01  880 


Forbes 


Mutual  Funds 
As  Mirror  Images 


By  ROBERT  J.  FLAHERTY 

"Mutual  funds  are  sold,  not 
bought."  That's  the  ruHng  cliche  of 
the  mutual  fund  industry.  It  implies 
a  vast  passive  market  out  there,  just 
waiting  for  some  persuasive  salesman. 
"They"— the  potential  customers— 
aren't  supposed  to  know  what  they 
want.  It's  up  to  the  mutual  fund 
salesman  to  tell  them. 

As  it  happens  in  the  real  world, 
that's  nonsense.  In  most  cases,  sales- 
men can  only  sell  people  what  they 
already  want.  Like  much  of  U.S. 
industry,  mutual  funds  are  not  what 
their  managers  want  them  to  be,  but 


what  the  customers  expect  them  to 
be.  U.S.  industry  is— whatever  the  rad- 
icals may  say— responsive  to  the  pub- 
lic. And  in  its  own  area,  so  are  the 
mutual  funds. 

In  the  1950s,  people  wanted  to  in- 
vest in  a  cross  section  of  U.S.  indus- 
try—diversified, professionally  man- 
aged, minimizing  risks.  Honesty.  Pro- 
bity. Experience.  Very  New  England. 
That's  what  the  mutual  funds  sold. 
That's  what  people  bought. 

By  the  late  Sixties,  the  public's 
mood  had  changed.  After  a  decade 
of  bull  market,  the  public  looked  on 
the  stock  market  as  a  place  to  get 
rich.   You  didn't   worry  about   safety. 


about  depression  resistance.  You  wert- 
looking  for  hot  stocks  and  hot  mon- 
ey managers.  May  we  say  it?  You 
were  greedy.  And  so  you  got  the  go- 
go  funds.  You  made  Gerald  Tsai  rich. 
You  made  Fred  Carr  and  Fred  Mates 
famous.  The  Lipper  organization  was 
running  studies  on  weekly  perfor- 
mance; annual  studies  like  Foubes 
Mutual  Fund  Survey  were  for  fuddy- 
duddies.  The  week's  hottest  number 
got  a  big  inflow  of  cash.  Most  of  the 
press  lionized  the  winners,  the  New 
Breed,  the  Gunslingers.  In  1968  Fred 
Carr's  Enterpri.se  Fund  attracted 
$589  million  in  new  money  and 
.soared,    nearing    the    $l-billion-assets 
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mark.  Only  20%  of  all  fund  money 
went  to  conservative  funds  that  year, 
vs.  80%  in  1955. 

Investment  Vietnam 

When  we  say  that  is  what  "y"M 
wanted,  we  don't  mean  only  the  small 
investor.  Remember  McGeorge  Bun- 
dy  of  Harvard,  Washington  and  the 
Ford  Foundation,  the  intellectual's  in- 
tellectual? In  1967  he  chided  college 
treasurers  for  being  too  conservative 
in  their  investment  policies.  He  urged 
them  to  go  for  the  big  buck.  Intoned 
Bundy:  "The  true  test  of  perfor- 
mance ...  is  the  record  of  achieve- 
ment, not  the  opinion  of  the  respect- 
able." Few  Americans  were  listening 
to  John  C.  Bogle,  then  president  of 
Wellington  Management  Co.,  who  re- 
sponded to  Bundy:  "There  is  also 
the  potential  for  harming  investors 
buying  funds  without  adequate  con- 
sideration of  the  risks  they  assume." 
Bogle  warned  against  thinking  of  per- 
formance only  in  the  "hindsight"  span 
of  "an  extraordinary  period." 

May  1970  was  a  turning  point.  The 
customers  began  to  return  the  mer- 
chandise they  had  been  buying.  For 
the  first  time  in  history,  redemptions 
of  mutual  funds  almost  equaled  sales. 
Arthur  Lipper,  a  former  associate  of 
the  notorious  Bernard  Comfeld,  but  a 
shrewd  observer  all  the  same,  told 
Forbes   at  that   time:    "The  bulk  of 


mutual  fund  shareholders  acquired 
their  shares  during  the  1966-69  pe- 
riod—over $20  billion  worth.  These 
have  to  be  pretty  unhappy  people 
with  the  product  they  purchased." 
Lipper  predicted  that  the  funds  as 
a  whole  had  peaked.  He  went  on  to 
say  that  the  crash  of  1970  disillu- 
sioned investors  with  more  than  the 
go-go  funds. 

"This  has  been  one  of  those  strange 
periods  when  you  would  have  been 
in  just  as  much  trouble  if  you  bought 
bond  funds  as  if  you'd  bought  com- 
mon stock  funds.  Any  investor  would 
have  been  better  off  not  to  have  been 
in  any  fund  at  all." 

What  the  1970  crash  started,  the 
1974  crash  finished.  For  45  of  the 
past  54  months,  investors  have  been 
pulling  money  out  of  mutual  funds 
much  faster  than  they  have  been  put- 
ting it  in.  The  loss  has  been  $5.4  bil- 
lion, to  be  exact. 

Now,  in  the  summer  of  1976,  the 
stock  market,  as  measured  by  the 
best-known  averages,  is  near  its  old 
highs.  But  mutual  fund  assets  are 
still  well  below  their  highs.  Not  count- 
ing the  money  market  funds  (see  p. 
61),  the  entire  industry  can  now 
marshall  $46.8  billion  in  assets,  22% 
less  than  at  the  peak  in  1972.  It  is 
the  withdrawals  that  account  for 
about  40%  of  the  decline. 

In  June  of   1968,  investors  bought 


$535  million  in  fund  shares,  this  June 
they  bought  only  $321  million  worth. 
Meanwhile,  monthly  redemptions 
climbed  from  $373  million  to  $599 
million. 

The  public  is  unhappy  with  fund 
performance.  It  is  taking  advantage 
of  the  rising  stock  market  to  try  to 
get  out  even.  Windsor  Fund  portfolio 
manager  John  B.  Neff  explains:  "The 
smaller  investor  who's  supposed  to  be 
so  stupid— and  really  isn't— said  'Well, 
geez,  I'm  not  going  to  sell  at  the  bot- 
tom, but  if  I  ever  get  even  again, 
I'll  sure  get  out  of  this.'  " 

"Redemptions  are  getting  worse," 
says  Vice  President  Howard  Colhoun 
of  the  T.  Rowe  Price  Growth  Stock 
Fund.  "And  it's  true  for  funds  with 
excellent  performance  as  well  as  for 
those  with  poor  performance." 

In  short,  the  public's  taste  has 
changed  again.  If  you  are  selling 
men's  leisure  suits  and  tastes  change 
away  from  leisure  suits,  it  doesn't 
much  matter  whether  you  are  sell- 
ing a  quality  outfit  or  a  shoddy  one; 
you  had  better  start  stocking  narrow- 
lapel  blue  serge. 

And  that's  just  what  the  fund  in- 
dustry is  doing— just  as  it  always  has. 
If  the  public  is  sour  on  stocks,  the 
funds  are  pushing  bond  and  fixed- 
income  funds.  The  industry  is  praying 
that  Congress  will  soon  pass  legisla- 
tion    that    will     permit    it    to     offer 
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^^^^^^^^^ 

Ratings 

Total 

^^^^^^^p 

Up 

Down 

Total 

Assets 

Type 

Markets 

Markets 

Return* 

(mil.) 

Diversified  Stock  Funds 

Financial  Industrial  Income  Fund 

No-Load 

B 

A 

10.4% 

$111.3 

Guardian  Mutual  Fund 

No-Load 

B 

A 

8.1 

63.3 

Istel  Fund 

Load 

,  B 

B 

9.4 

111.6 

The  Lehman  Corp 

Closed-End 

A 

C 

6.3 

479.5 

Mutual  Shares 

No-Load 

A+ 

B 

10.7 

9.8 

Niagara  Share  Corp 

Closed-End 

B 

B 

6.3 

100.7 

Pioneer  Fund 

Load 

B 

A 

9.2 

375.3 

Putnam  Investors  Fund 

Load 

B 

B 

7.0 

472.8 

Standard  Shares 

Closed-End 

A 

C 

9.6 

117.0 

Windsor  Fund 

Load 

B 

B 

8.3 

523.5 

Investment 
Adviser 


Financial  Programs 


Cedar  Street  Consultants 

Lepercq,  de  Neuflize 

Lehman  Management 

Heine  Securities  Corp 

Self-managed 

Pioneering  Management  Corp 

Putnam  Management 

Self-managed 

Wellington  Management 


Balanced  Funds 


Supervised  Investors  Income  Fund 
Union  Income  Fund 


Specialized  and  Foreign  Funds 


•  he  lapan  Fund 
Petroleum  Corp  of  America 
Templeton  Growth  Fund 


Closed-End 

Closed-End 

Load 


rowth  rate  ond  th 


32.7      Supervised  Investors  Services 
34.4      Union  Service  Corp 


135.0      Asia  Management  Corp 
108.6      Self-managed 
30.7      Templeton  Investment  C 
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THE  UPS  &  THE  DOWNS 


Here,  on  Standard  &  Poor's  500  Stock  Average,  are  the  market  seg- 
ments against  which  FORBES  measures  mutual  fund  performance. 
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WHAT  THE  RATINGS  MEAN 

FORBES  rates  mutual  funds  on  the  basis  of  their  per- 
formance in  three  rising  markets  and  three  falling  mar- 
kets (see  chart).  We  rate  funds  against  each  other  rather 
than  on  an  absolute  scale.  In  up  markets,  the  top  12.5% 
get  an  A+,  the  next  12.5%  get  an  A,  the  next  25%  get 
B.  the  next  25%  get  C,  the  lowest  25%  get  D.  There  is, 


however,  some  weighting  toward  performance  in  the 
most  recent  period.  Also,  a  fund  that  did  especially  badly 
in  a  down  market  may  rate  F— failing.  Funds  that  have 
not  been  in  operation  for  at  least  10  years  may  not  get 
an  A+  rating. 


open-ended    municipal    bond    funds. 

The  salesman  can  make  an  excel- 
lent case  that  now  is  a  good  time  to 
buy  common-stock  or  common-stock- 
oriented  mutual  funds:  The  econo- 
my is  strong,  earnings  have  caught 
up  with  stock  prices,  the  values  are 
there.  But  the  public  isn't  listening 
to  that  land  of  message.  The  public 
thinks  within  a  relatively  short  time 
frame,  and  within  the  limits  of  that 
frame  its  experience  with  stock  mu- 
tual funds  hasn't  been  good. 

Study  the  accompanying  figures  on 
mutual  fund  performance.  Forbes 
measures  the  funds  over  a  period 
that  includes  three  bull  markets  and 
three  bear  markets— time  enough  and 
variation  enough  to  put  performance 
to  a  revealing  test.  Over  this  period 
—ten  years  and  a  few  months— the 
Dow  Jones  industrial  average  shows 
a  sawtooth  pattern,  ending  up  about 
where  it  started— at  a  bit  under  the 
1000  mark. 

Over  this  period  only  11  funds  out 


of  the  362  rated  have  done  well 
enough  to  earn  a  rating  of  A  or  B  in 
both  up  markets  and  down  markets. 
Even  fewer  have  shown  a  really 
worthwhile  average  annual  growth 
rate.  One  that  did  so  with  a  ven- 
geance was  John  Templeton's  Tem- 
pleton  Growth  Fund  (Forbes,  July 
1,  2974)— average  annual  return: 
14.2%.  Among  the  no-load  funds, 
Tom  Mathers'  Mathers  Fund  did 
8.5%.  These  are  exceptions. 

Only  15  funds  made  the  Forbes 
Honor  Roll.  These  achieved  a  good  to- 
tal return  and  also  avoided  disastrous 
results  in  either  up  or  down  markets. 

And  yet,  before  giving  up  on  mu- 
tual funds,  remember  this:  Just  as  the 
public  was  wrong  to  invest  so  heavily 
in  funds  in  the  late  Sixties,  it  may  be 
wrong  to  be  pulling  out  so  heavily 
now.  If  the  market  is  a  good  buy,  so 
are  the  funds.  And  vice  versa. 

If  you  subscribe  to  the  contrarian 
view,  the  very  fact  that  the  public 
doesn't  want  equity  funds  at  this  time 


may  well  be  a  bullish  factor.  It  means 
that  there  is  a  big  and  growing  pool 
of  capital  out  there  waiting  to  pour 
into  stocks  at  some  time  in  the  future. 
If  that  happens,  however,  it  will  be 
because  the  public  is  convinced  again 
that  stocks  are  a  good  buy,  not  be- 
cause the  salesmen  are  pushing  them 
this  year. 

So  far,  however,  the  public  hasn't 
been  convinced.  Consider  the  sober 
experience  of  Wall  Streeter  David  H. 
Baker  Jr.'s  little  44  Wall  Street  Fund. 
That  $13.5-million  outfit  burned  up 
the  track  last  year,  increasing  net  as- 
set value  per  share  184%— nearly  five 
times  as  much  as  the  Dow  Jones  av- 
erage. A  few  years  back  a  showing 
like  that  would  have  caused  the  mon- 
ey to  pour  into  44  Wall,  and  Dave 
Baker  would  soon  have  been  sitting 
on  a  hundred  million  dollars.  Only, 
the  big  money  didn't  pour  in.  They 
iJSiren't  buying  gunslingers  these  days, 
even  crack  ones.  Psychologywisc,  this 
isn't  1976;  it's  1956.  ■ 
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The  Name  Of  The  Game  Is  A  Name 


Money  market  funds  came  out  of 
nowhere  to  boom  to  almost  $4  billion 
in  less  than  three  years.  In  the  begin- 
ning, two  smart  mutual  fundmen 
made  predictions  about  them.  Both 
men  were  wrong. 

One  was  New  York's  Lacy  Herr- 
mann. Attracted  by  the  extremely  high 
short-term  interest  rates  of  1974,  he 
followed  the  lead  of  the  pioneering 
Reserve  Fund  and  launched  STCM 
Corp.  With  $2  million  in  assets,  his 
prediction  was  that  STCM  would 
soon  exceed  $1  billion,  maybe  even 
$1.5  billion.  Today  its  assets  stand  at 
just  $400,000  and  no  new  investments 
have  been  accepted  since  January. 

Herrmann  explains:  "Independent 
funds  with  no  affiliation  to  any  invest- 
ment complexes  are  having  a  hard 
time.  And  it's  going  to  get  worse." 
They  just  don't  have  the  cash  to  put 
behind  promotion  or  the  contacts  to 
attract  and  capture  the  dollars.  Mar- 
vin Wolf  son,  vice  president  of  the  J.  P. 
Cabot  Short-Term  Fund,  whose  as- 
sets dropped  from  $5.3  million  in  June 
1975  to  $2.2  million  this  June,  agrees: 
"The  smaller  funds  will  have  to  merge 
unless  they  find  some  other  affiliation." 

It's  the  old  story  in  business:  To 
the  pioneers  do  not  necessarily  belong 
the  spoils. 

Currently,  most  of  the  money-mar- 
ket fund  money  is  with  old-timers 
who  were  already  established  in  the 
mutual  fund  business:  Dreyfus,  Fi- 
delity and  Scudder  run  the  largest 
ones.  The  pioneer.  New  York's  Re- 
serve Fund,  is  now  No.  Four,  with 
one-third  the  assets  of  Dreyfus. 

So  much  for  pioneering's  perils. 

The  other  prediction  was  made  by 
John  L.  Schroeder,  who  now  is  presi-  - 
dent  of  Boston's  big  (assets:  $1.6 
billion)  Keystone  Custodian  Funds, 
Inc.  "Money  market  funds  are  a  fad," 
Schroeder  said  in  1974.  "I  was  wrong," 
he  says  now.  "These  funds  do  fuffiU  a 
legitimate  purpose."  But  if  Keystone 
starts  one,  it  will  be  from  scratch  in 
an  already  crowded  market. 

As  it  turned  out,  money  market 
funds  were  an  idea  whose  time  had 
come.  Investors  changed  from  being 
capital-gains  conscious  to  being  yield 
conscious,  and  money  market  funds 
were  ready-made:  high-yielding,  high- 
ly liquid— invested  in  certificates  of 
deposit,  commercial  paper,  Treasury 
bills  and  the  like.  They  could  be  a 
substitute  for  stocks  or  ordinary  mu- 
tual funds.  Or  they  could  be  a  sub- 
stitute for*  cash  reserves  lying  idle 
in  checking  accounts  or  sitting  in 
lower  yielding  government  paper.  "It's 
a  great  place  to  park  your  money," 
says  a  Scudder,  Stevens  &  Clark  ex- 


ecutive. But  while  the  parking  lot  re- 
mains, the  parkers  have  changed. 

The  individual  investor,  who  stam- 
peded out  of  equities  and  into  the 
funds  when  rates  were  10%  and  11% 
in  1974— just  in  time  to  miss  the  bull 
market— has  retreated.  The  juicy 
short-term  yields  that  attracted  him 
have  vanished.  When  the  fund  first 
began,  90%  of  the  accounts  and  80% 
of  the  assets  in  Pittsburgh's  Money 
Market  Management,  Inc.  belonged 
to  individuals.  Now  only  35%  of  the 
assets  belong  to  individuals.  Says  Glen 
R.  Johnson,  president  of  the  fund, 
"I  always  felt  that  individuals  would 
come  and  go  according  to  interest 
rates  and  that's  exactly  what  hap- 
pened. But  institutions  will  continue 
to  use  us  once  they've  found  a  way  to 
keep  their  cash  working.  They'll  stay 
with  us  even  if  we're  lower  than  com- 
peting vehicles.  We're  convenient." 

Here  To  Stay 

Thus,  many  of  the  mutual  fund 
groups  have  decided  even  in  this  low- 
rate  environment  to  start  a  money 
market  fund  of  their  own.  About  15 
new  funds  were  created  in  the  last 
year,  bringing  the  total  number  to  al- 
most 50.  With  individuals  pulling  out, 
many  of  the  money  market  funds 
have  had  their  assets  sliced  10%  to 
30%.  Even  with  institutions  moving  in, 
the  industry  as  a  whole  dropped  from 
its  high  of  almost  $3.8  billion  in  as- 
sets at  the  beginning  of  this  year  to 
its  July  low  of  $3.4  billion,  down  11%. 

Financial  Daily  Income  Shares,  part 
of  Denver-based  Financial  Programs, 
Inc.,  is  a  typical  late-starter.  Finan- 
cial Programs  added  its  money  mar- 
ket fund  to  its  family  in  April  when 
average  yields  were  5%,  less  than  half 
their  1974  boom  figures.  Financial 
Program's  vice  president,  Steve  M.  By- 
num,  reasoned  this  way:  "We  felt  that 
this  rounded  out  our  package  of  funds. 
Money  market  funds  are  an  impor- 
tant investment  vehicle  for  a  family  of 
funds  to  have.  To  be  competitive,  you 
must  have  one." 

Bruce  R.  Bent,  cofounder  of  Re- 
serve, the  largest  unaffiliated  fund, 
says  he's  not  worried  about  the  new 
competition— even  though  Reserve's 
assets  have  dropped  from  their  peak 
of  nearly  $500  miUion  to  a  still  siz- 
able $262  million.  But  when  asked 
whether  he  saw  interest  rates  going 
up,  he  replied:  "That's  what  I  pray 
for  every  night." 

Without  a  new  surge  in  short-term 
interest  rates,  the  chances  of  major 
new  growth  are  shght.  But  like  the 
mutual  fund  industry  itself,  the  mon- 
ey market  funds  are  here  to  stay. 


Public  Lottery 
For  Oil  &  Gas 


The  US  Department  of  Interior 
(Bureau  of  Land  Management) 
conducts  a  monthly  lottery  to 
lease  certain  public  lands  for  oil 
and  gas.  Some  of  these  leases 
can  have  a  very  substantial  value 
(up  to  $225,000.00).  GLLC  will 
select  certain  top  tracts  each 
month.  Your  expenses  of  partic- 
ipation are  tax-deductible  as  or- 
dinary business  expenses  (cost: 
$20.00  per  entry).  For  further 
information  on  how  you  can  par- 
ticipate in  these  drawings,  call 
or  write  GLLC  (not  affiliated  with 
the  federal  government  in  any 
way). 


^  \k 


GOVERNMENT  LEASE  LOTTERY  CORPORATION 

SUITE   2006    TEX  HARVEY  BUILDING 

223  S.  COLORADO    MIDLAND,  TEXAS  79701 

(915)  683-1824 


Proud 

of  our  past 

confident 

01  oup  luture 

Tempieton 
Growth  Fund 

A  mutual  fund  seeking  long-term 
growth  through  investments  in  U.S. 
and  Foreign  securities. 

Free   brocnure   and   prospectus 
available.  Please  write: 


I 

I 

I 
I 


Securities  Fund  Investors 

50  North  Franklin  Turnpike 
Hohokus,  New  Jersey  07423 

Name 
Address 


State 
Fo  8-76 


Zip 


This  is  neither  an  offer  to  sell  nor  a  solicitation  of 
an  offer  to  buy  in  any  state  in  which  it  is  unlawful 
to  make  such  an  offer. 
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Fund  Ratings— 1976 


Performance 
Ratings 


Investment  Results 


iV1ark<"t':     Markets 


m^ 

if^r 

■M 

m 

Average 

Ljl'.sfl 

' — Total  Assets — ^ 

Latest 

Annual 

12  Monfl 

6/30/76    %  Change 

Maximum 

Annual 

12  Months 

Growth 

Divide^P 

In            1976  vs. 

Sales 

Expenses 

p.  Gain 

Rate 

Retyrn 

Millions         1975 

Charge 

Per $100 

■  9-5% 

1.0% 

3.7% 

■k^ 

0.3% 

2.7% 

-  -  standard  &  Poor's  500  Stock  Average 

C  D  FORBES  Stock  Fund  Average 

Stock  Funds  (Load) 

Admiralty  Funds 

C                F              Growth   Series    ^1.5%     -7.0%  3.2%           $11.4  -11.6  t  $1.64 

C                C              Insurance  Series    B  5.9         -0  2  1.5                  2.1  -4.5  t  3.61 

C                B          Affiliated  Fund   ■P7.5            2.6  3.7            1,690.9  9.8  7.25%  0.49 

• -B              '0          Allstate  Enterprises  Stocic  Fund  (started  Tfin)          BMjilili  '"              178.3  -9.5  7.00  0.79 

•  -A          ~^          AMCAP  Fund  (started  4/67) rTTTTTT^^^^B      -  it,                57^2  ^8^5  8^50  0.76 

• 'C              •&          American  Equity  Fund  (started  1/69) ^^^^K      -  16                  3.4  9.7  8.50  1.57 

B                F          American  General  Capital  Growth  Fund*  Wf*^^  -32  2.2              219.1  21.3  8.50  0.93 

C                C          American  Growth  Fund iiiO.S            1  7  3.5                14.2  5.2  7.25  1.39 

•  'B              ■  B          American  Insurance  &  Industrial  Fund  3.5  "  '                  8.2  30.2  8.50  1.00 

••D              'B          American  Leaders  Fund  (started  2/69) 10-0              -  2.9                23.6  5.8  1.50  1.41 

C                B           American  Mutual  Fund  16.9            2.6  4.7               351.3  8.8  8.50  0.62 

A                F          American  National  Growth  Fund  14.0            2,7  3.4                18.5  17.8  8.50  0.88 

• 'D             -C           American  Special  Fund"  (started  4/69) 0.3              -  1.1                28.9  -8.8  8.50  1.29 

B                F          Anchor  Growth  Fund 8.6         -2.7  19              240.1  -3.7  7.25  0.69 

••ft              -D           Audax  Fund  (started  11/69)  ""isTo  •                   19  OO  slo  1.42 

B                C          Axe-Houghton  Stock  Fund 7.7            4i  ^b               100.5  -2.2  8.50  0.91 

• -C              -C          Berkshire  Capital  Fund  (started  12/68)  14.1              -  2.4                  5.7  21.3  8.50  1.52 

••B              -C           BLC  Growth  Fund  (started  10/69) 9.4  19                   8.9  11.3  8.50  1.01 

"B              •  B           BLC  Income  Fund  (started  10/69) 19.4  4  4                   9.4  34.3  8.50  1.03 

D                C          Bondstock  Corp 11.0         -1  21.4  2.4  8.50  0.79 

• 'C           -'D           Boston  Mutual  Fund  (started  1/69)   63               -  2.3                   5.0  0.0  8.50  1.01 

B                C           Broad  Street  Investing  Corp 16.5            3.0  3.9               363.0  8.1  7.25  0.45 

B                D          The  Brown  Fund  of  Hawaii 5.0            0.8  2.7                  4.0  -11.1  3.00  1.50 

C                C           Bullock  Fund    11.6            1 '»  ''6               144.8  4.0  8.50  0.60 

D                A           Capamerica  Fund   6.3            ^.  4  o  4                  2.7  3.9  8.50  1.52 

A                F           Capital  Fund  of  America*** 5.1            01  2  3               112.5  -6.9  8.50  0.87 

C                 F           Capital  Shares    12.9            '"'  15                 30.4  4.5  8.50  1.39 

• 'C           "'D          The  Cardinal  Fund  (started  12/66)  15.0  ?6                12.6  2.4  8.50  1.27 

B                D           Century  Shares  Trust   -2.5  65.2  -11.3  7.52  0.60 

••A            '-D           CG  Fund  (started  2/68)    '    "To  136.7  6^5  7^50  069 

•  'A           •  •  B           Charter  Fund  (started  7/67)  7.2  M'                  4.9  8.9  8.50  1.50 

••B            ''F           Chase  Frontier  Capital  Fund  of  Boston  (started  3/68)      -6.6  17.1  -18.2  8.50  1.42 

A                F          The  Chase  Fund  of  Boston -"4  42.0  -14.5  8.50  0.93 

•  •  B                "           Chase  Special  Fund  of  Boston  (started  7/69)  13.3  -10.1  8.50  1.47 

C                B           Chemical  Fund    -1  /  940.2  -4.6  8.50  0.53 

D                B           The  Colonial  Fund 4  7  124.2  -6.8  8.50  0.74 

B                F           Colonial  Growth  Shares  0.0  90  5  102.9  8.50  1.03 

D          Commerce  Fund   7.6  64  9  -5.3  8.50  0.82 

D          Common  Stock  Fund  of  State  Bond  and  Mortgage  Cot»     9.1  42.6  7.3  8.50 1.13 

D                D   W  Commonwealth  Fund  Indenture  of  TnistPlans  A  &  BHfS.S  21.5  -0.5  7.50  0.87 

D                ^     1   Commonwealth  Fund  Indenture  of  Trust  Plan  C          -101  50.9  5.4  7.50  0.75 

••0                      1   Competitive  Capital  Fund  (started  3/68)                        3.0  19  0  -8.2              t  2.15- 

C                       1   Composite  Fund   15  36.2  -6.2  7.00  0.86 

y^^               ^^4   Comstock  Fund  (started  10/68)  ^  lo  -  _^^^         77.1  5.9  8.50  1.13 

•    Fund  rated  for  one  period  only;  maximum  allowable  rating  A 
•  •    Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 
'   Formerly  Channing  Growth  Fund. 
"   Formerly  American  Express  Special  Fund. 
••*  Formerly  American  Express  Capital  Fund. 

EXPLANATION  OF  COLUMN  HEADINGS 

The  Performance  Ratings  are  based  on  the  following  UP  and  sales  charges.  In  the  Investment  Results  section,  the  latest 

DOWN  markets:  UP,  10/7/66—11/29/68;  5/26/70—1/11/73;  12  months  covers  the  period  from  June  30,  1975  to  June  30, 
10/3/74—6/30/76.  DOWN,  2/9/66—10/7/66;  11/29/68—  1976;  the  lOyear  average  annual  growth  rate  covers  the 
5/26/70;   1/11/73—10/3/74.   In   determining  both   the  per-             period  from  February  9,  1966  to  June  30.  1976.  Dividend  Re 

formance  ratings  and  the  percentage  figures  in  the  Invest-  turn  is  based  on  June  30,  1976  net  asset  value  and  the 
ment  Results  section,  all  capital  gains  distributions  have  been  income  payout  for  the  preceding  12-month  period.  Annual  ex- 
reinvested,  but  income  dividends  have  not.  All  results  are  penses  include  management  fees  and  operating  expenses  as 
based  on  investments  at  net  asset  value  and  do  not  allow  for             a  percentage  of  average  net  assets. 
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leg  muscle  from  an  industrial 
company  like  CoK  industries. 


''W'J'lK!"»»*' 


mm 


Crucible  specialty  steels  D  Trent  welded  stainless  steel  pipe  and  tubing 

-jcible  permanent  magnets  and  coil  springs  •  Fairbanks  Morse  diesel  engines 

Fairbanks  scales  •  Pratt  &  Whitney  and  Elox  production  equipment  •  Quincy 

compressors  •  Central  Moloney  transformers  G  Chandler  Evans  fuel  controls 

Fairbanks  Morse  pumps  •  Holley  carburetors  [j  Garlock  industrial  seals  and 

components  D  Colt  firearms  and  sporting  equipment 


s^> 


NX 


■^. 


<N"' 


Every  time  a  747  returns  to  earth, 
its  landing  gear  is  subjected  to 
710,000  pounds  of  stress.  Which 
explains  why  its  underpinnings  are 
often  made  with  tough,  durable 
Crucible  alloy  steels.  Our  Crucible 
divisions  are  recognized  leaders  in 
the  production  of  alloy,  stainless, 
tool  and  other  specialty  steels. 
And  Crucible  isanother  of  the  well- 
known  product  names  that  make 
us  what  we  are  today.  A  leading 
supplierto  major  markets  in  the 
industrial  sector  of  the  U.S.  econ- 
omy. Forourlatestfinancial  reports, 
write  Colt  Industries  Inc.  Dept.4, 
430  Park  Ave.,  New  York,  N.Y.  10022. 

Colt  Industries 


V7. 


7 


^    • 


%  ^^ 


lis  IS  ,1  .'.  'i.)  ( 


Forbes 

Fund  Ratings— 1976 


Performance 
Ratings 

^'   fn  In 

UP  DOWN 

Markets     Markets 


Investment  Results 


verage 
nnual    12 
12  Months    Growth     Dividend 
Gain  Rate         Return 


/-^ Total  Assets — v 

6/30/76    %  Change  Maximum  Annual 

in           1976  vs.  Sales  Expenses 

Millions        1975  Charge  Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


9.5% 
7B% 


1-0% 


3.7% 
2.7% 


U 


Stock  Funds  (Load) 

Corporate  Leaders  Tr  Fund  Certificates,  Series  "B" . 
Country  Capital  Investment  Fund  (started  4/66)  . 

Decatur  Income  Fund  

Delaware  Fund   

Delta  Trend  Fund  (started  10/68) 


10.9% 
2.1 
18.7 
18.0 
10.3 


Directors  Capital  Fund  (started  2/70) 

Diversified  Fund  of  State  Bond  &  Mtge  Co  . . 

Dividend  Shares  

The  Dreyfus  Fund  

The  Dreyfus  Leverage  Fund  (started  6/69) 


8.6 
18.1 
11.9 

9.8 
11.2 


0.4% 

2.8 

1.4 


2.5 
2.1 
0.6 


4.0% 

2.7 

5.2 

3.7 

l.l 


$ 


51.3 

42.5 

267.6 

372.2 

10.0 


3.4 

11.6 

12.3 

4.9 

0.0 


1.3 
3.3 
3.8 
3.0 
2.3 


4.3 
4.3 

324.0 
1,597.6 

265.3 


-8.5 

38.7 

5.7 

1.2 

1.8 


Eaton  &  Howard  Funds 
Growth  (started  4/68) 
Special  (started  4/68) 
Stock 

Egret  Fund   


-3.0 

-0.3 

0.6 

5.5 


-2.2 
-0.6 


0.8 
1.1 
3.0 
3.4 


32.0 

17.2 

131.5 

42.9 


-9.1 

-9.0 

-7.5 

5.7 


Enterprise  Fund   

Equity  Growth  Fund  of  America  (started  8/66) 

Explorer  Fund  (started  12/67)  

Fairfield  Fund  

Fidelity  Capital  Fund 

Fidelity  Fund    


4.7 
2.2 
-3.9 
21.5 
3.0 
9.9 


4.4 


0.5 

-1.7 

2.4 


2.0 
1.0 
0.6 
2.4 
0.6 
3.7 


208.6 

45.0 

10.2 

35.3 

317.7 

641.3 


-6.7 

0.2 

-24.4 

11.4 

-9.3 

-0.2 


Fidelity  Trend  Fund 

First  Investors  Discoveiy  Fund  (started  9/69)  . 

First  Investors  Fund  

First  Investors  Fund  for  Growth  (started  4/66) 

First  Investors  Trend  Fund 

Fletcher  Fund  (started  11/66) 


10.4 
5.9 

12.0 
5.4 

-1.1 

11.0 


-0.5 

-0.8 

1.6 


1.6 
none 
2.8 
1.1 
1.6 
1.8 


641.0 

4.6 

19.5 

78.2 

1.0 

13.8 


-1.1 

2.2 

1.0 

4.6 

-23.1 

-0.7 


Founders  Funds 

Growth 

Income  (started  2/67) 

Mutual  

Special 


Franklin  Custodian  Funds 
DynaTech  Series  (started  1/68) 

Growth   Series    

Utilities  Series 


Freedom  Fund  (started  5/68) 

Fund  of  America  

Fund  of  the  Southwest  (started  10/69) 
Fundamental  Investors 


40.7 

6.4 

179.8 

17.4 


-13.0 
0.0 
2.6 

-17.5 


Fundex  (started  12/67)  

Growth  Fund  of  America  

Hamilton  Funds  Series  H-DA 

Hamilton  Growth  Fund  (started  12/68) 

John  Hancock  Balanced  Fund"  (started  2/69) 


0.5 

15.5 

472.6 

36.2 

10.1 


0.0 

-1.9 

-0.5 

5.2 

4.1 


John  Hancock  Growth  Fund  (started  2/69) 

Harbor  Fund  

IDS  New  Dimensions  Fund  (started  8/68) 
IDS  Progressive  Fund  (started  1/69) 
Impact  Fund  (started  8/69) 

Imperial  Capital  Fund 
Imperial  Growth  Fund 
Independence  Fund 
Industries  Trend  Fund 
Integon  Growth  Fund 

•    Fund  rated  for  one  period  only;  maximum  allowable  rating  A 
•  •    Fund  rated  for  two  periods  only;  maximum  allowable  rating  A 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter 
Formerly  John  Hancock  Signature  Fund. 


35.8 
131.9 
247.4 
179.3 

11.8 


-1.9 
-0.8 
-4.9 
-1.0 
-0.8 


41.1 
17.2 
17.3 
79.8 
10.3 


3.3 

4.2 

-6.0 

-2.7 

3.0 


t 
7.50% 
8.50 
8.50 
8.50 


8.50 
8.50 
8.50 
8.50 
8.50 


7.25 
7.25 
7.25 
8.00 


8.50 
8.50 
8.50 
8.00 
8.50 
8.50 


8.50 
8.50 
8.50 
8.50 
8.50 
8.50 


8.50 
8.50 
8.50 
8.50 


t 
8.50 
8.50 
8.50 
8.00 


8.00 
8.50 
8.00 
8.00 
8.50 


8.50 
8.50 
8.50 
8.50 
7.50 


$0.16 
0.89 
0.84 
0.82 
1.50 


1.84 
1.11 
0.63 
0.63 
1.20 


1.05 
1.48 
0.68 
0.72 


0.99 
1.17 
1.25 
1.04 
0.68 
0.54 


0.66 
1.50 
0.92 
1.00 
1.50 
1.29 


1.23 
1.49 
0.50 
1.50 


13.5 

8.0 

7.25 

1.37 

14.2 

-16.0 

7.25 

1.06 

11.1 

-11.2 

7.25 

1.27 

21.8 

-5.2 

8.50 

1.11 

47.8 

-6.8 

8.50 

0.75 

1.7 

0.0 

7.50 

1.00 

665.0 

-1.5 

7.25 

0.61 

5.31 
1.39 
0.75 
1.35 
1.04 


1.02 
0.70 
0.54 
0.57 
1.50 


0.76 
0.84 
1.39 
0.95 
0.84 
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Fund  Ratings— 1976 


Performance 
Ratings 

In  In 

UP  DOWN 

Markets     Markets 


Investment  Results 


Larest 

12  Months 

Gain 


10-Yeaf5 
Average 
Annual 
Growth 
Rate 


Latest 
12  Months 
Dividend 

Return 


' — Total  Assets — ^ 

6/30/76    %  Change  Maximum  Annual 

in           1976  vs.  Sales  Expenses 

Millions        1975  Charge  Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


9.5% 
7.6% 


1.0% 
0.3% 


3.7% 
2.7% 


Stock  Funds  (Load) 


B 
0 
C 
C 

B 

m 

A 
D 
F 

The  Investment  Co  of  America     

12.6% 

11.4 

-1.3 

3.5o^ 
1.4 
4.3 
0.3 
-1.2 

4.0% 

3.4 

2.4 

2.8 

2.1 

$1,443.0 

66.3 

11.3 

2,251.2 

632.6 

7.3 
5.4 

14.1 
2.9 

-8.7 

8.50% 

7.25 

8.50 

8.00 

8.00 

$0  48 

Investment  Trust  of  Boston  

0  65 

Investors  Research  Fund               

129 

Investors  Stock  Fund                        

0  42 

Investors  Variable  Payment  Fund      

0  52 

•  '0 

•  -0 

B 

A 

•  -A 

•  -C 

•  -A 

B 
F 

ISI  Funds 
Growth  (started  3/68)  

1 

5.6 
0.0 

4.2 
7.6 
3.8 
11 

19 

21.3 

15.8 

111.6 

210.7 

11.8 

-13.8 

19.7 

-4.1 

-7.3 

-11.3 

8.50 
8.50 
3.00 
8.50 
8.50 

1.15 

Income  (started  9/68)  

1.00 

Istel  Fund       

0.73 

Ivest  Fund        

0.94 

Keystone  Apollo  Fund  (started  12/69) 

0.61 

A 
C 
C 

A+ 

A  + 

F 
C 
D 
0 

Keystone  Custodian  Funds 

K-2                        

;    10 

..    5.1 
f   11.2 

1  ^^^ 

12 
13 
0.0 
2.3 
-11 

1.6 
2.3 
2.6 
none 
11 

195.6 

43.6 

63.4 

115.7 

458.7 

-10.0 

-7.4 

-8.7 

-8.8 

4.5 

8.50 
8.50 
8.50 
8.50 
8.50 

0.64 

S-1 

0.65 

S-2 

S-3  

S-4 

0.65 
0.64 
0.64 

C 
.  -D 
•  -A 

A 

D 

•  -0 

•c 

0 

F 

Landmark  Growth  Fund  

I    3.5 

i    1.5 

19.0 

16.4 

9.2 

1.1 

34 
-2.8 

1.7 
3.3 
0.5 
2.8 
4.6 

8.5 

42.6 

14.5 

114.5 

15.8 

-4.5 
-8.4 
-0.7 
2.1 
100.0 

8.50 
8.50 
8.50 
8.50 
8.50 

1.52 

Legal  List  Investments  (started  3/68)  

Lexington  Growth  Fund  (started  7/69) 

1.24 
1.54 

Lexington  Research  Fund 

0.93 

Liberty  Fund  

1.38 

B 

•  -C 

0 
0 
B 

D 
C 

•  -A 

0 

c 

F 

•F 

•  -F 

B 

D 

Life  Insurance  Investors 

Lincoln  National  Capital  Fund  (started  9/69) 

Manhattan  Fund  (started  2/66) 

-3  0 
0.0 
-72 
-1.8 
-3.1 

-2.0 

10 
10 

2.8 
2.3 

none 
2.0 
1.5 

50.7 

6.4 

61.6 

36.0 

939.2 

-8.3 
-3.0 

-17.9 
0.3 

-11.2 

8.50 
8.50 
8.50 
7.50 
7.25 

0.69 
1.08 
1.60 

Horace  Mann  Fund    

Massachusetts  Investors  Growth  Stock  Fund 

0.80 
0.41 

C 

D 

•C 

A 
F 

Massachusetts  Investors  Trust 

12.1 

6.9 

10.3 

18.5 
11.5 

0.5 
-1.2 

2.4 
-1.6 

3.0 
2.8^ 

1.3^ 

3.6 
2.0 

1,561.6 

30.7 

101.1 

267.5 
30.0 

2.3 
14.1 
-4.9 

15.3 
14.9 

7.25 
8.50 
8.50 

7.50 
7.50 

0.31 

Midamerica  Mutual  Fund 

1.01 

W.  L.  Morgan  Growth  Fund  (started  12/68) 
Mutual  Investing  Foundation 

MIF  Fund    

MIF  Growth  Fund  

0.96 

0.72 
0.91 

A 

B 
C 

0 

F 
C 

•  -A 

Mutual  of  Omaha  Growth  Fund  (started  5/68) 
National  Investors  Corp 

-0.7 
5.1 

3.9 

18.0 

|11.7 

3.2 

-0.7 
14 

2.6 
1.9 

2.3 
4.4 

3  1 

23.2 
742.2 

160.1 

281.3 

8.5 

-4.9 
-3.0 

-5.1 
8.2 
9.0 

8.00 
7.25 

7.25 
7.25 
8.00 

1.00 
0.46 

National  Securities 
Growth  Fund  _ 

0.66 

Stock  Fund   

0.65 

NEL  Equity  Fund  (started  12/68) 

1.07 

•  -B 

C 

•  -B 

D 

•  -A 
.  -B 

•    C 

C 

•B 

C 

•  -c 

-  r 

NEL  Growth  Fund  (started  12/68) 

New  Worid  Fund  

^-0.9 

3.7 

2.8 

21.0 

19.6 

6.5 

1.2 
-0.7 

1.0 
3.8 
2.8 
4.6 
2.6 
1.8 

22.4 
7.8 

51.8 
3.2 

33.1 
139.4 

-5.1 
4.0 
45.1 
18.5 
10.7 
10.7 

8.00 
8.50 
8.50 
0.99 

t 
8.50 

0.89 
0.80 

New  York  Venture  Fund  (sUrted  2/69) 

Old  Dominion  Investors'  Trust  

Omega  Fund  (started  4/68)   

1.16 
1.29 
0.90 

Oppenheimer  A.I.M.  Fund  (started  12/69) 

1.08 

B 

D 

•  -A 

C 

B 

1, 

A+ 
•D 
B 
C 

Oppenheimer  Fund  

6.7 
15.5 
15.2 
11.2 

9.0 

1.9 

6.2 

3.1 
3.1 

1.7 
2.8 

none 
4.4 
2.4 

448.9 

7.8 

12.6 

6.8 

91.0 

0.2 
14.7 
-6.0 

3.0 
-0.4 

8.50 
8.00 
8.50 
8.50 
8.50 

0.95 

Over-The-Counter  Securities  Fund  

1.64 

Pace  Fund  (started  7/69) 

1.33 

Paramount  Mutual  Fund 

1.54 

Philadelphia  Fund 

0.80 

A 

•  -C 

B 

•  -A 

C 

F 
.  .c 

A 

•A 
C 

_ii26 

Pilgrim  Fund  

6.8 

4.0 

19.9 

t  28.2 

I    5.8 

1.1 
61 

1.1 
1.2 
3.1 
1.4 
3.0 

r    11.8 

25.6 

375.3 

23.7 

I       21.0 

0.0 
-9.2 
23.6 
44.5 

6.6 

5.00 
8.50 
8.50 
8.50 
8.50 

1.90 

Pilot  Fund  (started  9/67)  

1.25 

Pioneer  Fund 

0.78 

Pioneer  II  (started  9/69)  

1.28 

Pligrowth  Fund  

1.16 

•    Fund  ratad  for  one  period  only;  maximum  allowable  rating  A. 
•  •    Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over  the  counter. 
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Forbes 

und  Ratings— 1976 

I  Performance 
Ratings 


Investment  Results 


In  In 

UP  DOWN 

Vtarkets     Markets 


Latest 


hs 


10-Year 
Average 
Annual 
Growth 
Rate 


12  Months 

Dividend 

Return 


Total  Assets — n 
6/30/76    %  Change 

in  1976  vs. 

Millions         1975 


Maximum 

Sales 

Charge 


Annual 
Expenses 
Per $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


9.5% 
7.6% 


1-0% 
0.3% 


3.7% 
2.7% 


C 

A 

-A 

•D 

>D 

D 

A 

A 

B 

-A 


•C 
B 

■C 
C 


•B 
C 
C 

•C 


A+ 
0 
■A 

C 
B 
B 
D 

A 

B 
-A 

C 
•C 

0 


B 

A 

0 

B 
0 
-B 
C 
C 


C 
C 
C 
B 
C 
D 


•F 

D 

B 

•F 

•C 


A 
F 
C 
F 


D 
•F 
B 
F 
D 


F 
A 
D 


A 

•C 

0 

C 

•F 


C 

•F 
D 

•F 
B 


C 
C 
C 


0 
>C 
B 
C 
0 
0 


D 
C 
F 
•F 
F 
A 


Stock  Funds  (Load) 


Plitrend  Fund  11.7% 

Polaris  Fund  (started  8/68) 5.1 

Progress  Fund  (started  8/69)  ^ 2.3 

Providor  Growth  Fund  (started  2/70)  3.0 

Providor  Investors  Fund  (started  1/69) 15.4 

Puritan  Fund 11.8 

Putnam  Funds 

Equities  (started  9/67)  3.8 

Growth  6.5 

Investors   3.2 

Vista  (started  6/68)  3.7 

Voyager  (started  4/69) 12.1 

Research  Capital  Fund  (started  5/69) -52.7 

Research  Equity  Fund -1.7 

Paul  Revere  Courier  Fund  (started  8/69) 15.1 

Revere  Fund  5.3 

SAFECO  Funds 

Equity    21.4 

Growth  (started  2/68)  27.3 

Income  (started  10/69)  20.4 

Salem  Fund 17.3 

Schuster  Fund  (started  9/67)  7.0 

Seaboard  Leverage  Fund  (started  6/69) H  1.1 

Security  Funds  ~ 

Equity    13.0 

Investment    14.2 

Ultra  (started  9/69) ^  21.3 

Sentinel  Growth  Fund  (started  9/69) ffe  3.5  ~ 

Sentry  Fund  (started  5/70) 3.6 

Shareholders'  Tnist  of  Boston  " 13.2 

The  Shearson  Appreciation  Fund  (started  3/70)  11.0 

Sigma  Capital  Shares  (started  10/67) 12.9 

Sigma  Investment  Shares 11.8 

Sigma  Venture  Shares  (started  1/70)  13.5 

Southwestern  Investors 7.9 

Southwestern  Investors  Growth  Fund  (started  5/68)  -4.5 

Sovereign  Investors 14.8 

State  Street  Investment  Corp 9.9 

Supenrised  Investors 

Growth  Fund  (started  4/66)  18.9 

Summit  Fund  (started  2/69)  22.2 

Sureeyor  Fund  (started  9/66)  H  3.3 

Technology  Fund 

Transamerica  Capital  Fund  (started  7/68) 

Travelers  Equities  Fund  (started  5/68)  7.9 

Trustees'  Equity  Fund  (started  2/67) 2.4 

Unifund   10.2 

Union  Capital  Fund  (started  12/69) 15.9 

United  Funds 

Accumulative  4.5 

Income    5.O 

Science    0^3 

United  Vanguard  Fund  (started  10/69)  ■  2  1 

USLIFE  Apex  Fund 

USLIFE  Common  Stock  Fund 


0.9% 


1.4 


2.8 
5.3 


-1.1 
-4.7 


1.8 
-2.4 


4.1 
1.6 


•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 


9.6 
4.1 
2.7 
2.7 


3.2 
2.3 
5.5 
2.2 
1.2 


none 

1.8 
5,9 
0.8 


$ 


9.7 
37.5 
5.8 
6.7 
4.4 
759.0 


2.1 
-7.2 
-3.3 

3.1 
29.4 

5.2 


52.2 

654.0 

472.8 

71.5 

45.8 


-8.6 
-3.8 
-6.1 
-5.1 
8.3 


32.4 
20.9 
4.7 
56.4 
15.1 


7.3 
29.0 
30.6 

8.3 
33.6 


4.0 

113.3 
46.5 
18.7 


-9.1 

6.1 
19.5 
11.3 


15.9 
10.9 
67.1 
11.6 
21.7 


5.3 
14.7 

0.3 
-4.9 

2.8 


56.4 
4.3 

21.4 
1.7 
8.6 


4.6 
16.2 

0.0 
-5.6 

6.2 


336.9 

139.3 
38.0 
92.8 


1.4 

2.4 
11.8 
-9.6 


466.5 
53.8 
26.9 
17.6 
2.0 
29.0 


1.3 
-1.5 

5.1 

-14.6 

17.7 

10.7 


8.500/0 

8.50 

8.50 

8.50 

8.50 

8.50 


8.50 
8.50 
8.50 
8.50 
8.50 


8.50 
8.50 
8.50 
8.50 
8.50 


t 

8.50 
8.50 
8.50 


8.00 
8.00 
8.50 
4.00 
8.50 


8.50 
8.50 
7.50 
7.50 
8.50 


t 

8.50 
8.50 
8.50 


8.50 
8.00 
8.50 
8.50 
8.50 
7.25 


$1.36 
0.76 
1.00 
1.12 
1.12 
0.52 


1.08 
0.58 
0.62 
1.03 
1.41 


17.1 

-53.9 

7.25 

1.09 

66.9 

-9.6 

7.25 

1.27 

3.3 

13.8 

8.50 

1.34 

6.9 

-2.8 

t 

2.90 

0.63 
0.92 
0.90 
1.00 
1.50 


4.38 

0.84 
0.73 
1.00 


0.84 
1.27 
0.79 
1.40 
1.48 


1.08 
1.50 
0.70 
1.00 
0.90 


0.56 

0.89 
0.75 
1.03 


0.64 
0.98 
1.03 
1.14 
1.50 
0.85 


1.4 

^ 

629.5 

-7.3 

8.50 

0.52 

1.0 

3.7    m 

692.0 

2.3 

8.50 

0.55 

2.2 

1.6    '^ 

240.8 

-7.9 

8.50 

0.55 

— 

1.1 

36.7 

-1.6 

8.50 

1.22 

6.1 

1.4 

10.0 

-8.3 

8.50 

0.98 

1.0 

4.7 

296.1 

6.8 

8.50 

0.83 
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In  technology  simplicity  Is 
the  ultimate  sophistication. 


Most  modem  technology  is  allowed  to  become  vastly 
complicated  and  enormously  expensive.  Cost  overruns  and 
delays  are  too  often  accepted  as  unavoidable. 

Northrop,  however,  has  achieved  an  enviable  record 
of  production  that  is  on  time,  on  cost,  with  performance 
as  promised. 

In  every  part  of  our  business— aircraft,  electronics, 
communications,  construction,  and  services—  we  have 
found  that  simplification  leads  to  successful  management 
of  technology. 


NORTHROP 


NORTHROP  CORPORATION.  1800  CENTURY  PARK  EAST  LOS  ANGELES,  CALIFORNIA  90067,  USA 
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FORSES 

Fund  Ratings— 1976 


Performance 
Ratings 


UP  DOWN 

Markets     Markets 


Investment  Results 


■PPlO-Yearl 
Average 
t       Annual 
12  Months   Growth 
Gain  Rate' 


Latest 

12  Months 

Divjidend 

Return 


' — Total  Assets — \ 
6/30/76    %  Change 

in  1976  vs. 

Millions        1975 


Maximum 

Sales 

Charge 


Annual 
Expenses 
Per $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


9.5% 
7.6% 


1.0% 
0.3% 


3.7% 
2.7% 


A+ 

F 

D 

C 

A+ 

F 

C 

B 

A 

•  -F 

D 

0 

D 

C 

C 

B 

D 

•C 

B 

•C 

B 

B 

D 

C 

Stock  Funds  (Load) 


The  Value  Line  Fund 17.1% 

The  Value  Line  Income  Fund 13.3 

The  Value  Line  Special  Situations  Fund 22.7 

Vance,  Sanders  Common  Stock  Fund  k    1.9 

Vance,  Sanders  Special  Fund  (started  11/68) ll  7.5 

Varied  Industry  Plan 

Wall  Street  Growth  Fund 

Washington  Mutual  Investors  Fund  19.8 

Washington  National  Fund  (started  8/69)  9.2 

Westfield  Growth  Fund  (started  8/69) 39 

Windsor  Fund  24.1 

Wisconsin  Income  Fund*  6.9 


2.2% 
-0.2 
-1.2 

2.5 

-3.8 


-0.3 
3.2 


4.8 
0.3 


2.3% 

5.8 

0.8 

2.1 

1.1 

1.3 


1.6 
4.4 
1.9 
1.2 
3.5 
3.0 


39.2 
67.7 
83.8 
44.2 
46.7 
13.0 


10.1 
330.5 

12.0 

6.5 

523.5 

22.4 


8.3 

7.0 

15.9 

-1.8 

-1.3 

2.4 


-1.9 
8.3 
10.1 
12.1 
15.0 
-3.5 


2.500/0 

2.50 

2.50 

8.50 

8.50 

8.00 


8.50 
8.50 
7.25 
8.00 
8.50 
8.50 


$0.94 
0.85 
1.26 
0.86 
0.95 
1.29 


1.66 
0.60 
0.83 
0.97 
0.72 
0.78 


'F 
D 
F 
D 
B 


Stock  Funds  (No  Load)  ^^^^ 

Afuture  Fund  (started  3/68) K  16.0%  -  0.2% 

Alpha  Fund  (started  5/68) 2.6  -  1.3 

American  Investors  Fund 1.4  -3.2%  1.2 

Armstrong  Associates  (started  6/68) 39.1  -  1.4 

David  L  Babson  investment  Fund -2.2  3.4  2.5 

Beacon  Hill  Mutual  Fund 3.5  -  0.6 

(^ntennial  Capital  Special  Fund  (started  1/70)  7.1  -  0.6 

Columbia  Growth  Fund  (started  6/67) 14.6  -  1.2 

Concord  Fund  27.5  -0.7  1.4 

The  Constellation  Growth  Fund  (started  5/67)  8.3 2.0 

Constitution  Fund  (started  4/66) -1.6  -  2.2 

Contrafund  (started  5/67)   16.8  -  2.1 

Davidge  Early  Bird  Fund  (started  3/69)  9.5  -  0.7 

de  Vegh  Mutual  Fund 3.0  2.8  2.5 

Dodge  &  Cox  Stock  Fund 9.6  1.6  3.1 

The  Drexel  Burnham  Fund  7.6  -2.0  3.6 

Edie  Special  Growth  Fund  (started  8/69) -9.4  -  1.7 

Energy  Fund   14.4  3.1  3.1 

Farm  Bureau  Mutual  Fund  6.7  -1.8  2.3 

Fidelity  Equity-Income  Fund"  (started  5/66)  21.6 4.5 

Financial  Dynamics  Fund  (started  9/67) 5.4  -  1.5 

Financial  Industrial  Fund  14.1  0.9  2.9 

Financial  Industrial  Income  Fund 18.5  5.1  5.3 

First  Multifund  of  America  (started  10/67) 3.6  -  18 

The  44  Wall  Street  Fund  (started  7/69) 23.8  -  none 

Foursquare  Fund   10.7  -1.1  1.9 

Fund  for  Mutual  Depositors  (started  8/69) 5.8  -  1.8 

General  Securities 28.0  -1.3  2.6 

Growth  Industry  Shares 1.6  0.9  1.0 

Guardian  Mutual  Fund  18.4  4.1  4.0 

Hartwell  Growth  Fund  (started  1/67) 18.0  -  none 

Hartwell  Leverage  Fund  (started  9/68) 30.5  -  none 

The  Heritage  Fund -4.1  -  none 

Herold  Fund  (started  3/68)  3.8  -  none 

Investment  Guidance  Fund  (started  6/68)  15.5  -  0.7 

Ivy  Fund aT  3.6  2.4 

Janus  Fund  (started  2/70) 7.5  -  1.2 

The  Johnston  Mutual  Fund 2.1  3.5  1.7 

Loomis-Sayles  Capital  Development  Fund 0.1  2.0  1.2 


$ 


41.6 
22.0 

135.7 
3.7 

224.6 


10.9 

-14.7 

-7.7 

27.6 

8.3 


none 
none 
none 
none 
none 


$1.50 
1.40 
1.11 
1.50 
0.62 


C 

•F 
B 
F 


2.9 
4.6 
24.0 
1.5 
4.2 


-3.3 
-6.1 
22.5 
15.4 
-2.3 


none 
none 
none 

t 
none 


2.90 
1.44 
1.43 
2.73 
1.30 


D 

>A 

•C 

C 

C 


F 

•F 

C 

D 

•C 


0 
A 
B 


c 

C 
D 
A 


F 

D 

-F 


•  •c 

.  .D 

..B 

••C 

B 

F 

•  'B 

•A 

A 

D 

B 

D 

•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 

t  1%  fee  retained  by  fund.  *  Formerly  Wisconsin  Fund.  *  *  Formerly  Everest  Fund. 


24.0 
46.1 
1.8 
83.5 
13.8 

45.0 
45.6 
171.6 
11.2 
48.0 

50.5 

256.6 

111.3 

14.3 

13.5 

9.4 

20.8 

9.6 

34.8 

63.3 


5.3 
8.3 
0.6 
2.8 
2.4 


39.1 

33.6 

294.8 

54.7 


-12.7 

70.7 

-10.0 

-6.3 

11.3 


6.1 
27.0 
10.9 

5.7 
77.8 


36.5 

3.9 

13.3 

2.1 

170.0 


51.6 

2.0 

28.0 

-6.7 

9.7 


3.9 

23.9 

-14.3 

-33.3 

4.4 


-2.5 
-9.9 
-2.1 
-5.0 


none 
none 
none 
none 
none 


none 
none 
none 
none 
none 


none 
none 
none 
none 
none 


none 
none 
none 
none 
none 


none 
none 

t 

t 
none 


none 
none 
none 
none 


0.65 
1.10 
2.00 
0.85 
0.73 


1.30 
0.84 
0.85 
1.00 
1.00 


0.97 
0.75 
0.73 
2.63 
1.18 


2.30 
0.88 
1.42 
0.87 
0.79 


2.60 
2.90 
6.00 
1.53 
1.62 


1.38 
1.51 
0.64 
0.74 
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Forbes 

Fund  Ratings— 1976 

Performance 
Ratings 


Investment  Results 


In  In 

UP  DOWN 

Markets     Market^, 


Latest 

12  Months 

Gain 


lO-Year 
Average 
Annual 
Growth 
Rate 


12  Months 

Dividend 

Return 


I- — Total  Assets — s 
6/30/76    %  Change 

in  1976  vs. 

Millions         1975 


Maximum 

Sales 

Charge 


Annual 
Expenses 
Per $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 


9.5% 
7.6% 


1.0% 
0.3% 


3.7% 
2.7% 


k 

K 

A+ 

A+ 

A+ 


B 
0 
B 
D 
-C 


B 

'A 
-D 
>D 
-D 


C 
•D 

C 
•C 

0 

B 
•C 

A 
•C 

A 

0 

D 

•D 

•B 

•0 

•B 

C 

C 


•F 

•F 

D 

F 

B 


B 
C 
F 
D 


D 

•F 

>C 

0 


C 

•A 
B 

•F 
A 


D 

•B 

F 

.  -D 

F 

D 

D 

••C 

.  .C 


B 

•F 

F 

0 


Stock  Funds  (No  Load)  w^ 

Magellan  Fund   22.9% 

Magnacap  Fund  (started  1/70) 12.8 

Mairs  &  Power  Growth  Fund 8.5 

Mathers  Fund  15.4 

Mutual  Shares 32.9 

Naess  &  Thomas  Special  Fund  (started  1/68)  11.3 

Nassau  Fund  3.6 

National  Industries  Fund  14.6 

NEA  Mutual  Fund 3.6 

Neuwirth  Fund  (started  2/67)  ^  4.4 

Newton  Fund K  -1.7 

Nicholas  Fund  (started  7/69)  5.4 

Oceanographic  Fund  (started  5/68)  K-6.6 

The  One  Hundred  Fund  (started  11/66) B-5.7 

The  One  Hundred  &  One  Fund  (started  12/66)  13.9 

The  One  William  Street  Fund  1.6 

Partners  Fund  (started  7/68)  15.1 

Penn  Square  Mutual  Fund 20.4 

Pennsylvania  Mutual  Fund  (started  6/67)  ^  26.6 

Pine  Street  Fund ■    7.2 

Price  Funds 

T.  Rowe  Price  Growth  Stock 

Rowe  Price  New  Era  (started  5/69) 

Rowe  Price  New  Horizons B^iS 

PRO  Fund  (started  9/67)  fclp.3 

Scudder  Special  Fund 

Scudder  Stevens  &  Clark  Common  Stock  Fund  ~"    1'6 

Selected  American  Shares  5.9 

Selected  Special  Shares  (started  1/68) -1.0 

Sherman,  Dean  Fund  (started  "2/68) -8.9 

Smith,  Barney  Equity  Fund  (started  8/68) 6.2 

Smith,  Barney  Income  &  Growth  Fund  (started  6/67)1;  20.8 

Spectra  Fund  (started  7/69)  

Steadman  American  Industry  Fund 
Steadman  Investment  Fund  

Stein  Roe  &  Farnham  Capital  Opportunities  Fund    .■  WH 

Stein  Roe  &  Farnham  Stock  Fund K    2.4 

Tudor  Hedge  Fund  (started  6/69) p  15.5 

Twentieth  Century  Investors 

Growth  Investors 31.0 

Income  Investors  ^  14.7 

Unified  Mutual  Shares  W    9.5 

Vanderbilt  Growth  Fund  12.4 

Vanderbilt  Income  Fund 14.4 

Variable  Stock  Fund  13,6 

Weingarten  Equity  Fund  (started  3/(57)  . .  »-2 9 

Clarence  M.  Whipple  Fund  (started  5/68)     ..        K-03 


4.2% 

8.5 

8.8 


-0.7 

0.1 

-2.2 


1.0 


2.3 
1.5 
2.9 


2.2 
7.0 


23.2 

8.3 

12.5 

79.6 

9.8 


280.3 

7.8 

3.3 

9.5 

75.0 


14.9 
4.4 

22.0 
41.7 
20.2 


4.9 

-8.3 

17.0 

6.7 

-11.0 


2.1 
0.4 
0.8 
1.4 
4.5 


16.2 
37.9 
10.3 
14.1 
1.9 


-6.4 
-13.9 
-12.7 

-6.6 
5.6 


282.2 
23.5 

165.0 
17.7 
46.9 


11.0 

0.4 

12.6 

181.0 

-2.5 


1,209.8 

241.3 

351.7 

31.7 


-0.4 

-9.5 

-4.8 

-11.2 


0.2 

2-oV 

98.3 

-2.1 

1.5 

3.2^ 

142.5 

7.6 

1.9 

3.4 

129.0 

-3.5 

— 

1.6 

56.4 

-6.5 

none  »»« 

3.7 

-41.3 

55.2 

3.2 

2.2 

21.9 

27.4 


-3.0 

10.3 

10.0 

-1.8 

5.0 


19.1 

181.6 

15.1 

14.6 
1.3 


-9.9 

1.6 

37.3 

17.7 
0.0 


2.5 


10.7 
5.1 
3.5 
4.3 
7.4 
0.7 


-5.3 

-5.6 

2.9 

16.2 

-33.3 

16.7 


t 
none 
none 
none 
none 


t 
none 
none 
none 
none 


none 
none 
none 
none 
none 


none 
none 
none 
none 
none 


none 
none 
none 
none 


none 
none 
none 
none 
none 


none 
none 
none 
none 
none 


none 
none 

none 

none 
none 


none 

t 

t 
none 
none 
none 


$1.30 
1.80 
0.92 
0.81 
1.78 


1.17 
1.89 
1.29 
0.74 
1.50 


1.18 
1.01 
3.27 
1.71 
1.67 


0.62 
1.08 
061 
3.79 
0.87 


0.53 
0.71 
0.65 
1.03 


0.82 
0.81 
0.87 
0.96 
1.47 


087 
1.48 
1.84 
2.64 
1.57 


075 
0.60 
2.21 

1.69 
1.77 


1.32 
4.98 
7.04 
1.34 
1.40 
5.25 


C 

A* 

D 

A+ 

D 

•  'A 

D 

B 

Closed-End  Investment  Companies 

*^a»ns  Express  H.So/q  3.70/^ 

ASA  Limited _49  7  91 

Baker  Fentress  &  Co 7^1  1 

Carriers  &  General  Corp 14.2  2.3 

•    Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
•  •    Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 


3.3% 

4.8 
2.5 
3.3 


$211.4 

160.2 

149.7 

22.2 


13.5 

-49.6 

5.1 

13.3 


Where 
Traded 

NYSE 
NYSE 
0-T-C 
NYSE 


$0.67 
0.38 
0.68 
0.96 
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Forbes 

Fund  Ratings— 1976 


Performance 
Ratings 


In 
DOWN 
rketi     Markel 


Investment  Results 


standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


Closed-End  Investment  Comp 

Central  Securities  

Consolidated  investment  Tnist 

Diebold  Venture  Capital  (started  4/68) 
Emerging  Securities  Fund  (started  11/58) 
General  American  Investors 


B  A-f       Japan  Fund  

A  C  The  Lehman  Corp 

B  C  Madison  Fund 

0               B  National  Aviation  &  Technology* 

B  B  Niagara  Share  (^rp 

>B  •  'F  OTF  Equities  (started  7/68) 

B               h  Petroleum  Corp  of  America 

>C  "k  Source  Capital  (started  10/68) 


' — Total  Assets — n 

6/30/76    %  Change  Annual 

in  1976  vs.  Where        Expenses 

Millions        1975  Traded        Per  $100 


$ 


46.3 

58.9 

14.0 

3.1 

108.6 


21.8 

-2.5 

29.6 

10.7 

3.9 


135.0 
479.5 
368.4 
107.1 


7.1 
-0.3 
13.5 
29.5 


100.7 

1.0 

108.6 

175.1 


-0.6 

-9.1 

8.4 

5.2 


ASE 
0-T-C 

ASE 
0-T-C 
NYSE 


$1.00 
0.27 
2.63 
1.97 
1.29 


NYSE 
NYSE 
NYSE 
NYSE 


0.79 
0.52 
0.71 
1.01 


NYSE 
0-T-C 
NYSE 
0-T-C 


0.92 
3.00 
0.57 
1.12 


A 
B 
0 
C 


Standard  Shares  . . 
Tri-(U>ntinental  Corp 

The  United  Corp 

U.S.  &  Foreign  Securities 
The  Value  Line  Development  Capital  Corp 
(started  2/68) 


117.0 
650.7 
132.8 
117.7 

11.0 


34.8 
9^ 
9.7 
7.4 

-8.3 


ASE 
NYSE 
NYSE 
NYSE 

ASE 


0.63 
0.42 
0.95 
1.30 

1.66 


0 
D 
D 
B 
D 


B 
B 
D 
B 
C 


B 
B 
B 
>C 
B 


C 
D 
D 
D 
t 


D 

•D 

C 

D 
_A 

•C 
B 

C 

A 
C 


Funds  For  Investing  Abroad 


Canadian  Fund  

International  Investors 
Scudder  International  Fund 
Templeton  Growth  Fund 
Transatlantic  Fund 


27.0 
66.1 
16.9 
30.7 
13.0 


-4.6 
-49.4 
-10.6 

66.0 
0.8 


Balanced  Funds  (Load) 

Admiralty  Funds— Income  Series 
American  Balanced  Fund**    . . 
American  General  Income  Fund*** 
American  Income  Investments^ 
Anchor  Income  Fund 


$  4.5 
132.0 
137.2 
126.4 
104.8 


-4.3 
3.3 

110.1 
4.9 

12.5 


Axe-Houghton  Fund  A 

Axe-Houghton  Fund  B 

Boston  Foundation  Fund 

CG  Income  Fund  (started  11/68) 

Composite  Bond  &  Stock  Fund 


51.1 
220.7 
34.6 
63.3 
14.3 


1.2 
7.2 

-1.7 

113.9 

1.4 


Eaton  &  Howard  Balanced  Fund 

Eaton  &  Howard  Income  Fund 

Franklin  Custodian  Funds— Income  Series  Shares 

Income  Fund  of  Boston 

Investors  Mutual 


117.8 

29.3 

17.0 

22.6 

2,248.5 


-2.4 

6.9 

14.9 

-6.6 

-0.1 


Keystone  Custodian  Funds— K-1 

Lincoln  National  Income  Fund  (started  9/69) 

Lord  Abbett  Income  Fund|t 

Magna  Income  Trust 

Massachusetts  Fund  


76.0 
3.3 

23.7 

5.1 

233.6 


6.3 

6.5 

10.8 

18.6 

2.4 


Mutual  of  Omaha  Income  Fund  (started  5/69) 

Nation-Wide  Securities 

National  Securities 

Balanced  Fund 

Dividend  Fund 

Income  Fund 


16.5 
16.5 
12.8 


21.1 
58.9 

2.7 
89.0 
65.2 


15.9 
3.3 

17.4 

10.8 

5.5 


Maximum 

Sales 

Charge 

8.50% 
8.50 
none 
8.50 
t 


$0.94 
1.03 
1.45 
1.00 
1.16 


t 
8.50% 
8.50 
8.50 
7.25 


$2.13 
0.67 
0.84 
0.60 
0.72 


8.00 
8.00 
8.50 
7.50 
7.00 


0.97 
0.72 
1.35 
0.77 
0.91 


7.25 
7.25 
7.25 

t 
8.00 


8.50 
8.50 
7.25 
5.00 
8.50 


8.00 
8.50 

7.25 
7.25 
7.25 


0.66 
0.75 
1.06 
1.63 
042 

065 
1.19 
1.24 
1.50 
0.61 

0.95 
0.68 

0.72 
0.69 
0.63 


•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 

•  Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

t  Fund  not  currently  selling  new  shares;  existing  shares  traded  over-the-counter. 

•  Formerly  National  Aviation  Corp. 


••  Formerly  American  Express  Investment  Fund 
•••  Formerly  Channing  Income  Fund. 


.1 


Formerly  American  Express  Income  fund 
Formerly  American  Business  Shares. 
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The  GMC  that  even  a  steely-^yed^ 
II  hard-nosed  comptroller  could  love. 


It's  brand-new. 

It's  called  the  General. 

And  in  all  the  years  we  spent 
designing  and  testing  it,  we  had 
one  thing  fixed  dead-center 
in  our  minds. 

Efficiency. 

We  wanted  to  do  something 
about  the  electrical  problems,  and 
plumbing  problems,  and  cab 
durability  problems  that  have  been 
plaguing  your  business  for  years. 
To  eliminate  the  many  causes  of 


downtime,  the  nagging  things  that 
keep  going  wrong.  Things  that 
cost  you  money.  And  time. 
And  business. 

It  was  our  goal  to  keep  the 
major  components  simple,  to  keep 
the  number  of  parts  to  a  minimum 
and  easily  accessible.  A  logical 
thing  to  do. 

The  result  Is  a  truck  that's  hard 
to  break.  But  easy  to  fix.  A  truck 
that's  strong.  A  truck  that's 
hard-working.  But  easy  to  live  with. 


THE  TRUCK  PEOPLE  FMM  GENERAL  MOTORS 


.•• 


A  truck  that's  flexible  enough 
to  do  what  you  ask  of  it. 
But  simple  enough  to  ask  less  of 
you  and  your  mechanics. 

The  result,  in  other  words,  is  a 
truck  that  can  cost  less 
to  operate. 

Before  you  purchase  a  new 
truck,  let  a  GMC  dealer  show  you 
the  new  GMC  General.  Or  one  of 
our  other  fine  models. 

It  could  be  like  money  in 
the  bank. 


i%r^ 


Synthetic  Natural  Gas 


Peoples  Gas  puts 
new  SNG  plant  on  stream, 

will  produce  up  to 
53  billion  cubic  feet  ayear. 


One  of  the  ways  Peoples  Gas  works  to  supply  gas 
energy  for  14  million  people  in  Mid-America. 


Financial  experts  rank  Peoples  Gas 
among  top  tfiree. 

The  profile  below  shows  how  Peoples 
Gas  ranked  in  a  recent  independent 
survey  in  which  350  respondents  in 
the  financial  community — analysts, 
bankers,  brokers,  and  mutual  fund 
administrators— were  asked  to 
compare  eight  leading  gas  comp)anies 
on  a  number  of  key  factors. 


During  the  1975-76  heating  season. 
Peoples  Gas  completed  final  tests  on  a 
major  project  that  will  help  provide 
gas  for  its  Chicago-area  customers  in 
the  years  ahead. 

Built  at  the  cost  of  $  100  million, 
the  new  McDowell  Energy  Center — 
located  on  a  235-acre  site  near  Joliet, 
Illinois— will  produce  enough  syn- 
thetic natural  gas  (SNG)  to  heat 
300,000  homes  every  year. 

SNG  performs  like  natmial  gas. 

This  highly-automated  complex 
uses  the  Catalytic-Rich-Gas  Process 
to  transform  liquid  hydrocarbon  feed- 
stocks into  SNG.  Its  heating  value  is 
equivalent  to  natural  gas,  and 
The  Peoples  Gas  Light  and  Coke 
Company,  our  Chicago  distribution 
utility,  can  use  the  two  fuels  inter- 
changeably in  its  pipelines. 


Daily  output  up  to 
160  million  cubic  feet. 

McDowell  Energy  Center  has  the 
capacity  to  process  and  enrich  30,000 
barrels  of  liquid  hydrocarbon  feed- 
stocks into  160  million  cubic  feet  of 
SNG  every  day. 

That  is  a  pwtential  53  billion  cubic 
feet  a  year,  an  amount  equal  to  17 
percent  of  Peoples  Gas  Light's  current 
annual  supplies  of  natural  gas.  The 
SNG  produced  at  the  plant  will  either 
be  delivered  to  customers  or  used  to 
build  storage  inventories  for  winter- 
time use. 

The  new  $100  million  SNG  plant 
will  help  us  continue  providing  gas 
for  use  by  customers  in  the  Chicago 
area.  But  if  s  only  one  part  of  the 
Peoples  Gas  system's  multi-faceted 
program  to  cope  with  the  nation's 
growing  shortage  of  natural  gas. 


Peoples  Gas  Profile 

A.      B.      C.      D.      E.      F. 

0  1st 

1  2nd 

2  3rd 
5  4th 
z  5th 
1  6th 
i  7th 

\, 

y 

s. 

s 

/ 

s 

^ 

sth 

A.  "Sound  financial  structure" 

B.  "Aggressive  exploration 
program" 

C  "Good  management 

D.  "Progressive" 

E.  "Active  in  research  to  develop 
new  sources  of  gas  energy" 

F.  "Good  e<jmings" 

For  more  information  concerning 
Peoples  Gas  —  and  to  get  a  better  look 
at  the  dominant  gas  system  in  Mid- 
America  — send  for  our  Annual  Report 
Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Comiiaiiy 

The  gas  system  working  for  Mid-America. 

The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Ctjmpany,  Harper  Oil  Qii 
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Forbes 

Fund  Ratings— 1976 


Performance 
Ratings 


Investment  Results 


Maximum 

Sales 

Charge 


Annual 
Expenses 
Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


Balanced  Funds  (Load) 

Provident  Fund  for  Income  

The  George  Putnam  Fund  of  Boston 

Putnam  Income  Fund  

Sentinel  Income  Fund  (started  9/69) 

Sigma  Trust  Shares  

SoGen  International  Fund  (started  4/70) 

Supenrised  Investors  Income  Fund 

Transamerica  Investors  Fund  (started  4/69) 

Union  Income  Fund  

USLIFE  Balanced  Fund 

Vance,  Sanders  Investors  Fund 

Wellington  Fund  


Balanced  Funds  (No  Load) 

Dodge  &  Cox  Balanced  Fund 

Loomis-Sayles  Mutual  Fund  

Northeast  Investors  Tnist  

Scudder  Stevens  &  Clark  Balanced  Fund  . . . 
Stein  Roe  &  Famham  Balanced  Fund 


Bond  &  Preferred  Stock  Funds 

Babson  (D.L)  Income  Tnist* M  0.6% 

Colonial  Income  Fund  (started  12/69) [  4.1 

Fund  for  US.  Gov.  Sec  (started  10/69) ■  l.t 

Investors  Selective  Fund ■  U 

Keystone  Custodian  Funds 

B-1  m  Li 

B-2    , 

B-4    ■ . .  ■  ■ 

National  Securities 

Bond  Fund  5.S 

Preferred  Fund  22.7 

Steadman  Associated  Fund t3 

United  Bond  Fund  4.2 


Exchange  Funds 

Capital  Exchange  Fund  (started  3/66) 1.8% 

Congress  Street  Fund 3.9 

Depositors  Fund  of  Boston 4X) 

Devonshire  Street  Fund  3.2 

Diversification  Fund  3.7 

Empire  Fund  4.1 

Fourth  Empire  Fund  (started  9/66) 

Exchange  Fund  of  Boston 

Exeter  Fund  (started  5/66) ■  12J 

Federal  Street  Fund  |  1.1 

Fiduciaiy  Exchange  Fund  (started  3/67) 

Second  Fiducianf  Excliange  Fund  (started  6/67)  . . 

•  Fund  rated  for  one  period  only;  maximum  allowable  rating  A. 
•  •   Fund  rated  for  two  periods  only;  maximum  allowable  rating  A. 

*  Formerly  Mutual  Trust. 


2.6% 

2.0 

1.4 

i7 

0.1 


2.1% 

1.8 

2.4 

2.5 

2.1 

3J 


$57.0 
45.3 
59.7 
11.9 
61.5 
27.6 


-6.4 
63.5 
-3.9 
-7.0 
-2.1 
-9.8 


26.5 
50.2 
43.1 
209.0 
44.0 
61.8 


-12.5 

-3.7 

1.4 

-1.2 

0.7 

-4.8 


none 
none 
none 
none 
none 
none 


none 
none 
none 
none 
none 
none 


$0.65 
0.62 
0.64 
0.86 
0.63 
1.38 

1.32 
0.65 
0.76 
0.56 
0.34 
0.64 
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Forbes 

Fund  Ratings— 1976 


Investment  Results 


Latest 

2  Months 

Cain 


10- Year 
Average 
Annual 
Growth 
Rate 


Latest 

12  Months 

Dividend 

Return 


—Total  Assets — - 
'V30/76    %  Change  Annual 

in  1976  vs.  Where       Expenses 

lillions         1975  Traded        Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


■VKIU  «»! 

Shares 

Capftai 
income 
Capitai 
Income 
Capital 
Income 

Capital 
Income 
Capftai 
income 
Capital 
income 

Capital 
Income 
Capital 
Income 
CaiHtai 
Income 


W 


Bend 
Baltmccd  (C) 
Stod 
Stoch 
Stodt^ 

Stock  (C) 

Stock 
Stock  (O 

riaii.       ' 


Sons  ; 
Boi>4. 

Bal«Mt«(C) 

Balancfd  (C) 

Bond  (C) 
Stock  (C) 
Bond(0 
Balancad 
Stock 


9.5% 
7.6% 
?-5% 


1-0% 

0.3% 

-0.2% 


3.7% 
2.7% 
4.8% 


Dual  Purpose  Funds 


American  DualVest  (started  3/67)  |      30.4% 

American  DualVest  (started  3/67)  

Gemini  Fund  (started  3/67)  39.1 

Gemini  Fund  (started  3/67) 

Hemisphere  Fund  (started  6/67)  73  3 

Hemisphere  Fund  (started  6/67)  - 

Income  &  Capital  Shares  (started  3/67) f  24  5 

Income  &  Capital  Shares  (started  3/67) 

Leverage  Fund  of  Boston  (started  3/67)  34.6 

Leverage  Fund  of  Boston  (started  3/67)                  |  - 

Pegasus  Income  &  Capital  Fund  (started  4/67)     ^  f^")  ''> 
Pegasus  income  &  Capital  Fund  (started  4/67)  . 

Putnam  Duofund  (started  7/67)  53.8 

Putnam  Duofund  (started  7/67)     I 

Scudder  Duo-Vest  (started  4/67) I     16.4 

Scudder  Duo-Vest  (started  4/67)  - 

Scudder  Duo-Vest  Exchange  Fund  (started  4/67)  12  1 

Scudder  Duo-Vest  Exchange  Fund  (started  4/67) 


New  Funds* 

Able  Associates  Fund  (started  11/71) 

Acorn  Fund  (started  6/70) 

Advance  Investors  Corp  (started  2/73) 
Aetna  Fund  (started  4/71) 


38.8% 
26.0 
-2.0 
9.8 


Aetna  income  Shares  (started  5/73) 

Alpha  Income  Fund**  (started  7/70)  

American  Birthright  Trust  (started  5/70)  

American  Fund  of  Gov't  Securities***  (started  12/73) 
American  General  Bond  Fund  (started  10/70) 

American  Gen  Cap  Bond  Fundf  (started  10/71) 
American  Gen  Convertible  Securities  (started  6/72) 
American  General  Venture  Fundft  (started  10/70) 
American  Managed  Securities  (started  12/75) 
American  National  income  Fund  (started  5/70)  . 


American  Utility  Shares  (started  8/72) 
Anchor  Spectrum  Fund  (started  12/73) 
Asset  Investors  Fundtt  (started  1/69) 
Bancroft  Convertible  Fund  (started  4/71) 
Bond  Fund  of  America  (started  5/74)    . 


Bunker  tiill  income  Securities  (started  10/73) 
Calif  Fund  for  invest  in  US  Gov  Sec  (started  5/73) 

Castle  Convertible  Fund  (started  11/71) 

Challenger  investment  Fund  (started  7/71) 

Chase  Convertible  Fund  of  Boston  (started  2/72) 

Circle  income  Shares  (started  6/73) 

CL  Assets#  (started  1/73) 

CNA  Income  Shares  (started  5/73) 

Colonial  Convertible  &  Senior  Sec  (started  10/71) 
Combined  Securities  Fund  (started  2/68) 


Composite  income  Fund  (started  1/76) 

Current  income  Shares  (started  4/73)  

Delchester  Bond  Fund  (started  8/70) 

Drexel  Bond-Debenture  Trading  Fund  (started  9/71)| 
Drexel  Utility  Shares  (started  4/72)  


none 

6.6% 
none 
13.3 
none 

5.6 

8.1 

none 

7.4 


none 
6.9 

none 
7.5 

none 


$36.5  9.3  NYSE 

54.3  22.6  NYSE 

18.7  5.7  NYSE 


30.4 

59.9 

7.4 


11.8  NYSE 

16.1  NYSE 

-14.9  0-T-C 


29.5 

105.7 

24.6 


22.4 
7.9 
0.0 


O-TC 
NYSE 
0-T-G 


none 
1.6% 
1.5 
22 


%  1.5 
20.9 
53.2 
36.0 


25.0 
27.4 
-3.5 
25.0 


Maximum 

Sales 

Charge 

none 
none 
none 
8.50% 


$1.01 
0.96 
0.96 


0.85 
0.77 
4.11 

1.01 
0.74 
0.85 


$4.30 
1.22 
1.17 
0.81 


*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  $2  million  criterion  for  the  first  time.     (C)  Closed  end. 
t  Fund  not  in  operation  for  full  period.     "   Formerly  Alpha  Investors.     "•  Formerly  American  Express  Government  Securities  Fund,     t  Formerly  Channing  Bond 
ft  Formerly  Channing  Venture  Fund.     JX  Formerly  Cambridge  Fund.     #   Formerly  CNA  Larwin  Investment  Co.     N.A.   Not  available.     NM  Not  meaninKful. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 


$100,000,000 

Philadelphia  Electric  Company 

First  and  Refunding  Mortgage  Bonds,  9%%  Series  due  2002 

Interest  payable  February  1  and  August  1  Due  August  1,  2002 


Price  100% 

plus  accrued  interest  from  August  1, 1976 


Copies  o/  the  Prospectus  ate  obtainable  in  any  State  from  only  such  oj  the  under- 
signed and  such  other  dealers  as  may  lawfully  offer  these  securities  in  such  State. 


Drexel  Burnham  &  Co. 

INCORPORATED 


Goldman,  Sachs  &  Co. 
Bache  Halsey  Stuart  Inc. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

INCORPORATED 


Blyth  Eastman  Dillon  &  Co. 

INCORPORATED 


The  First  Boston  Corporation 

Salomon  Brothers 
Dillon,  Read  &  Co.  Inc. 


Hornblower  &  Weeks-Hemphill,  Noyes     E.  F.  Hutton  &  Company  Inc.     Kidder,  Peabody  &  Co. 

INCORPORATED  INCORPORATED 


Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co. 

Paine,  Webber,  Jackson  &  Curtis 

INCORPORATED 

Smith  Barney,  Harris  Upham  &  Co. 

INCORPORATED 


Lehman  Brothers 

INCORPORATED 


Wertheim  &  Co.,  Inc. 
Bear,  Stearns  &  Co. 


White,  Weld  &  Co. 

INCORPORATED 

L.  F.  Rothschild  &  Co. 


Shields  Model  Roland  Securities 

INCORPORATED 
July  29, 1976 


Loeb,  Rhoades  &  Co. 

Reynolds  Securities  Inc. 

Warburg  Paribas  Becker  Inc. 

Dean  Witter  &  Co. 

INCORPORATED 

Shearson  Hayden  Stone  Inc. 
Weeden  &  Co. 

INCORPORATED 


Forbes 

Fund  Ratings— 1976 


Type  of 
Fund 


Investment  Results 


■Jf  10-Year 
Average 
t       Annual 
12  Months   Growth 
Gain  Rate 


Latest 

12  Months 

Dividend 

Return 


' — Total  Assets— 
6/30/76    %  Chang 
in  1976  vs 

Millions        1975 


Maximum 

SaPes 

Charge 


Annual 
Expenses 
Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


9.5%  1.0%  3.7% 
7.6%  0.3%  2.7% 
7.5%     -0.2%       4.8% 


New  Funds'^ 

stock  The  Dreyfus  Group  Equity  Fund  (started  2/72)  .            27.0%  -  1.0%        $    5.0  138.1  none 

Bond  The  Dreyfus  Special  income  Fund  (started  10/71)           3.8  -  7.3  74.8  46.7  none 

Stock  The  Dreyfus  Third  Century  Fund  (started  3/72)             13.7  -  1.7  22.6  12.4  8.50% 

Stock  Eagle  Growth  Shares  (started  10/71) 16.1  -  2.2  3.0  0.0  8.50 

Stock          I  The  Evergreen  Fund  (started  10/71) 23.6        -_  none  4.7  27.0  none 

Boirf(C)        I  Excelsior  Income  Shares  (started  5/73) i^dUtai  ~  ^'^  *^-^  ^-^  "°"* 

Bond(C)         I  Federated  Inc  &  Pvt  Placement  Fd  (started  3/72)^^^H  -  9.7  41.1  9.6  none 

Bend  Fidelity  Bond-Debenture  Fund  (started  8/71) ^^^H  -  7.5  50.9  1.2  8.50 

Stock  Fidelity  Destiny  Fund  (started  7/70) ^^^B  -  ^^  46.7  36.6  8.96 

Bond         ^.  Fidelity  Thrift  Tnist  (started  5/75) ^^^»  ~  ^'^  30.7  395.2  none 

BOTdTHIi|  First  Investors  Fund  for  Income  (started  l/7irTTT^^^^y  -  9.3  155.8  103.7  8.50 

Bond  (C)        ^  Fort  Dearborn  Income  Securities  (started  12/72)  .  ^^^^^B  -  8.1  102.9  2.6  none 

Bond  Franklin  Custodian-US  Govt  Series  (started  6/70)  |Pm^  -  6.3  19.5  25.8  7.25 

Bond  Franklin  Life  Bond  Fund  (started  12/71)                f     0.1  -  7.4  3.0  3.5  8.50 

Stock           ;  Franklin  Life  Equity  Fund  (started  12/71)                   -5.0  none  3.7  -9.8  8.50 

Stock           f  The  Fundpack  (started  10/70) 103  -  nwie  B3  UTl  TsO^^ 

Stock           i  Guardian  Park  Avenue  Fund  (started  6/72)                  20.1  -  4.2  4.7  46.9  8.50 

%>ck           I  Hamilton  Income  Fund  (started  12/70)  28.0  -  3.8  54.6  15.9  8.50 

Bond           i  John  Hancock  Bond  Fund  (started  11/73)                       2.9  -  8.4  69.4  105.3  8.00 

Bond  <C)        j  John  Hancock  Income  Securities  (started  2/73)               6.3  -  8.6  153.6  7.1  none 

Bondlo        I  John  Hancock  Investors  (started  1/71)                           6.0  8.6  125.6  7.3  none 

Stock           1  Harvest  Fund  (started  2/70)  1.9  -  1.3  3.7  5.7  none 

Bond  (C)  Hatteras  Income  Securities  (started  4/73)  5.1  -  8.5  48.4  5.0  none 

Stock  (C)^ _^  Highland  Capital  Corp  (started  9/69)  22.2  -  none  8.0  21.2  none 

Bond  JM  'PS  Bond  Fund  (started  10/74) 7.2                     8J  54.0  178.4  3.50 

StocT^^  IDS  Growth  Fund  (started  3/72)                                   0.6     "  -  0.5  54.1  22.4             t 

Bond          I  Imperial  Income  Fund  (started  3/73)                            5.5  -  7.6  4.6  21.1  8.50 

Bond  (C)       i  INA  Investment  Securities  (started  1/73)                       5.8  -  8.3  84.7  5.6  none 

Balance!  Income  Fund  of  America  (started  2/71)                       16.3  -  5.6  51.8  18.0  8.50 

Bond  (C)  Independence  Square  Income  Sec  (started  2/72)             6.4  -  9.0  31.4  6.4 none 

Stock  ISI  Tmst  Fund  (sUrted  8/70)  ^.3  /8  207.8  -28.7  8.50 

Stock  JP  Growth  Fund  (started  10/70)  22.8  -  3.1  13.6  34.7  8.00 

Bond  Kemper  Inc  &  Cap  Preservation  Fund  (started  4/74)        3.1  -  7.6  62.3  52.0  6.00 

Bond    ,  Kemper  Municipal  Bond  Fund  (started  4/76)                     -  -  i  27.5  -  4.75 

"'"'  ^  ^^WM  '^''*^''""'  ^^^  ^"""^  (started  7/72) 93  12        14.1  7.6  none 

Bowi      ™  Lexington  Income  Fund  (started  10/73) "~    0.5  -  6.9  7.2  -10.0  8.50 

Bond(C)         f  Lincoln  Nat  Direct  Placement  Fund  (started  11/72)      -0.1  -  8.6  45.7  -0.2  none 

Bond  Lord  Abbett  Bond  Debenture  Fund  (started  3/71)           11.3  -  7.4  159.1  18.6  8.50 

Stock  Lord  Abbett  Developing  Grth  Fd  (started  10/73)             2.7  -  0.5  4.4  131.6  8.50 

Stock  Mass  Capital  Development  Fund  (started  10/70)             6.4  -  0.8  15.5  6.9  7.25 

Bond  Massachusetts  Financial  Bond  Fund  (started  5/74)        3.5  8.3  63.0  235.1  7.25 

Stock  Mass  Financial  Development  Fund  (started  10/71)          1.9  -  2.1  126.5  -10.5  7.25 

Bond  Massachusetts  Fund  for  Income  (started  12/73)             2.8  -  7.8  22.1  46.4  8.50 

Balanced  Mass  Income  Development  Fund  (started  10/70)            8.3  -  6.6  240.7  7.4  7.25 

Bond  (C)  MassMutual  Corporate  Investors  (started  8/71)              4.5  -  8.3  77.1  4.5  none 

Bond  (C)  MassMutual  Income  investors  (started  1/73)  .               4.6  7.0  132.6  4.7  none 

Stock  Merrill  Lynch  Capital  Fund"  (started  10/73)                 5.2  -  2.9  177.1  -15.9  6.50 

Bond  (C)  Montgomery  Street  Income  Securities  (started  1/73)        3.1  -  8.5  175.7  3.1  none 

Bond  Monthly  Income  Shares  (started  3/74)                           3.5  -  7.9  19.1  112.2  8.50 

Stock  The  MONY  Fund  (started  7/70)                                      3.2  -  1.5  15.6  2.6  8.50 

Stock  Mutual  Benefit  Fund  (started  1/71)  -       7.1  -  1-^J  ^5.7  25.6  8.50 

Bond  Mutual  of  Omaha  America  Fund  (started  10/73)       |^   0.3  -  yH—      5.7  46.2  1.50_^ 

*  Funds  which  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  |2  million  criterion  for  the  first  time. 

t  Available  only  through  contractual  plan,     t  Fund  not  in  operation  for  full  period         **  Formerly  Lionel  0.  Edie  Capital  Fund.  N.A.   Not  available. 


$1.50 
1.08 
1.40 
1.27 
2.15 


0.85 
1.51 
0.79 
0.87 
0.75 

'o^ 

0.76 
1.01 
1.34 
1.37 


1.20 
1.00 
0.84 
0.96 
0.70 


0.69 
1.38 
0.77 
N.A. 
0.76 


0.73 
0.85 
1.11 
1.05 
0.95 


0.60 

0.92 
0.64 
N.A. 
1.18 


1.05 
1.95 
0.83 
1.50 
1.09 


0.83 
0.88 
1.00 
0.76 
1.25 
0.99 


0.77 
0.63 
1.34 
1.00 
1.30 
1.13 
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Fund  Ratings— 1976 


Investment  Results 


Average      latest 
Latest       Annual    12  Monthsi 
12  Months   Growth     Dividend; 
Cain  Rate         Return 


/ — Total  Assets — \ 

6/30/76    %  Change 

Maximum 

Annual 

in           1976  vs. 

Sales 

Expenses 

Millions        1975 

Charge 

Per  $100 

Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


9.5% 
7.6% 
7.5% 


1.0% 

0.3o^ 

-0.2% 


3.7% 
2.7% 
4.8% 


Stock  (C) 
Stock 
Stock 

Stock 
Stock 
Balanced 
Stock 
Stock 


New  Funds* 


Mutual  of  Omaha  Interest  Shares  (started  1/72) 

NEL  Income  Fund  (started  11/73)  

New  America  Fund  (started  9/68) 

New  England  Life  Side  Fund  (started  6/70)  — 
New  Perspective  Fund  (started  5/73) 


6.9% 

1.8 
12.9 

4.6 
10.1 


$86.5 
23.7 
24.8 
47.1 

190.4 


8.1 
26.1 
11.7 
13.0 

1.5 


1^   Newton  Investors  Fund**  (started  9/70) 
North  Star  Fund  (started  8/71) 


Oppenheimer  Income  Fund  (started  5/72) 
Oppenheimer  Special  Fund  (started  1/73) 
Oppenheimer  Time  Fund  (started  10/71)  . 


5.5 

1.4 

ll.l 

36.8 

15.0 


2.7 
2.5 
6.5 
0.6 
0.2 


6.3 
3.1 

27.2 
3.7 

65.8 


0.0 
14.8 
41.7 
76.2 
17.7 


B0Rd(O 
Stock 
Stock 
Stock 

Balanced 


Pacific  American  Income  Shares  (started  3/73) 

Parthenon  Fund  (started  9/74) 

Peachtree  Equity  Securities  (started  7/73)  . . . . 

Phoenix  Capital  Fund  (started  2/72) 

Phoenix  Fund  (started  9/70) 


6.9 
-5.8 
-1.5 

0.6 
10.2 


8.1 
0.8 
3.2 
2.7 
6.3 


84.9 
2.7 

11.0 
8.2 

10.5 


6.8 

35.0 

-25.2 

6.5 
26.5 


Stock 

Stock  (C) 

Bond 


BaianMd 


Pilgrim  Formula  Shares  (started  12/73) 

Precious  Metals  Holdings  (started  2/74) 

Rowe  Price  New  Income  Fund  (started  10/73) . 

PRO  Income  Fund  (started  7/74) 

Putnam  Convertible  Fund  (started  6/72) 


1.2 

-50.9 

2.3 

1.0 

13.6 


1.2 
7.3 
7.9 
6.4 
4.9 


5.1 

27.3 

157.5 

5.3 

22.2 


-16.4 

-51.0 

75.0 

71.0 

4.2 


none 
8.00 
none 
8.00 
8.50 


none 
none 
8.50 
8.50 
8.50 


none 
none 

t 
8.50 
8.50 


5.00 
none 
none 
none 
8.50 


$0.80 
0.79 
1.18 
0.66 
0.99 


1.49 
1.00 
1.17 
1.50 
1.21 


0.75 
1.63 
1.26 
1.20 
1.10 


1.50 
1.37 
0.77 
1.50 
1.09 


Boml 

Stock 
Balanced  (C) 

Bomi(C) 
Balanced  (C) 


Qualified  Dividend  Portfolio  II  (started  12/75) 

Redmond  Growth  Fund  (started  7/71) 

RET  Income  Fund  (started  6/72) 

Paul  Revere  Investors  (started  9/71)  

S-G  Securities  (started  6/73)^ 


9.0 
42.1 

0.5 
-8.8 


% 
0.7 

none 
8.0 

none 


2.3 

2.7 

34.3 

41.5 

14.3 


-3.6 
6.5 
0.2 

-0.7 


BoiHi(C) 
Stock 


Stock 
Stock 


St  Paul  Securities  (started  9/72)  

Scudder  Development  Fund  (started  2/71) 

Security  Bond  Fund  (started  12/70) 

Sentinel  Trustees  Fund  (started  1/71)  . . . 
Sequoia  Fund  (started  7/70)  


6.8 
8.8 
7.9 
1.6 
23.3 


8.1 
0.4 
6.9 
2.6 
2.4 


116.2 

20.3 

7.4 

17.0 

12.5 


6.7 

3.6 

76.2 

21.4 

9.7 


none 
none 
none 
none 
none 


none 
none 
2.75 
8.00 
none 


N.A. 
1.41 
1.10 
1.12 
2.11 


0.88 
1.36 
1.00 
0.79 
1.50 


Balanced 
Stock 
Stock 
Bond 

Bond(C) 


t-^-- 


Bottd(C) 
Stock    ' 

Bood(C)^ 
Bond 
Stock 


Shearson  Income  Fund  (started  9/71) 

Shearson  investors  Fund  (started  3/71) 

Sierra  Growth  Fund***   

Sigma  Income  Shares  (started  11/74) 

S  &  P  Intercapital  Income  Securities  (started  4/73) 

State  Mutual  Securities  (started  2/73) 

Sun  Growth  Fund  (started  8/71)  

Transamerica  Income  Shares  (started  11/72)  . . 

Trinwall  Bond  Fund  (started  12/75) 

United  ContI  Growth  Fund  (started  6/70) 


9.0 
23.8 
9.4 
1.2 
5.3 


6.1 
2.6 
2.5 
7.3 
8.9 


9.7 
8.6 
5.0 
7.7 
195.4 


-1.0 

4.9 

-2.0 

102.6 

8.6 


6.8 
5.8 
4.6 

3.7 


8.5 

1.6 

8.3 

X 
2.0 


97.7 

5.5 

119.9 

2.5 

69.2 


7.2 

41.0 
4.4 

0.7 


Balanced 
Stock 

BoRd(C) 
Stock 
Bond 


Bond(C) 

Batanctd 

Stsdt 

Bond 

Stock 


United  ContI  Income  Fund  (started  6/70) 

United  Services  Fund  (started  6/70) 

USLIFE  Income  Fund  (started  12/72) 

Value  Line  Leveraged  Growth  Invest  (started  2/72) 
Vance,  Sanders  Income  Fund  (started  6/73)  

Vestaur  Securities  (started  12/72)  

Wellesley  Income  Fund  (started  7/70) 

Westfield  Investment  Fund  (started  9/70) 

Westminster  Bond  Fund  (started  7/73) 

Willow  Fund  (started  10/70)  


8.6 

-61.0 

17.5 

18.7 

0.4 


5.7 
10.8 

8.8 
none 

7.7 


84.0 
4.8 

54.8 
5.1 
7.0 


0.1 

-11.1 

20.7 

24.4 

55.6 


7.9 

7.4 

16.7 

2.3 

t7fi 


9.7 
7.3 

3.8 
7.8 


J 


77.3 

131.7 

2.2 

43.1 

11.1 


10.7 

6.1 

15.8 

27.1 

0.0 


Funds  whi:h  started  business  with  assets  of  at  least  $2  million  after  May  26,  1970  or  have  met  the  $2  million  criterion  for  the  first  time. 
T  Fund  not  cunently  selling  new  shares;  existing  shaies  traded  over-the-counter.     %  Fund  not  in  operation  for  full  period. 
Formerly  Zlegler  Fund.     ••*  Formerly  Inverness  Growth  Fund.    N.A.  Not  available. 


4.00 
4.00 
none 
8.50 
none 


none 
8.50 
none 
7.00 
8.50 


8.50 
none 
none 
2.50 
8.50 


none 
8.50 
8.00 
8.50 
none 


1.33 
1.57 
1.80 
1.21 
0.81 


1.05 
1.53 
0.68 
N.A. 
1.07 


0.82 
1.50 
1.87 
1.51 
1.06 


1.00 
0.73 
1.14 
1.00 
0.98 
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Portfolio 
Avg  Maturity 

(days) 


Investment  Results 

■PlilO-Year9iHHi 
f       Average       Latest 
t        Annual    12  Mcfnths 
12  Months   Growth    Dividend 
Gain  Rate         Return 


' — Total  Assets — ^ 
6/30/76    %  Change 

in  1976  vs. 

Millions         1975 


Maximum 

Sales 

Charge 


Annual 
Expenses 
Per  $100 


Standard  &  Poor's  500  Stock  Average 
FORBES  Stock  Fund  Average 
FORBES  Balanced  Fund  Average 


1.0% 

0.3% 

-0.2% 


3.7% 
2.7% 
4.8% 


145 
30 
30 
87 

77 


Money  Market  Funds 


American  General  Reserve  Fund  (started  7/74)  . . 

American  Liquid  Trust  (started  7/75) 

American  Money  Instruments  (started  10/74)  . . 

Anchor  Daily  Income  Fund  (started  10/74) 

Anchor  Resenre  Fund  (started  3/72) 

J  P  Cabot  Short-Tern)  Fund  (started  7/74) 

Capital  Liquidity  (started  8/74) 

Capital  Preservation  Fund  (started  10/72) 

C6  Money  Market  Fund  (started  1/75) 

Columbia  Daily  Income  Company  (started  11/74) 

Current  Interest  (started  6/74)  

Daily  Income  Fund  (started  7/74) 

Dreyfus  Liquid  Assets  (started  1/74) 

Dreyfus  Money  Market  Instruments  (started  4/75) 
Eaton  &  Howard  Cash  Management  (started  1/75) 

Fidelity  Daily  Income  Trust  (started  5/74) 
Financial  Daily  Income  Fund  (started  3/76) 
First  Multifund  for  Daily  Income*  (started  8/74) 
Franklin  Resources  Liq  Assets  Fund  (started  1/76| 
Fund  for  Government  Investors  (started  3/75) 

Gradison  Cash  Reserees  (started  5/76)  

Holding  Tnjst  (started  6/74)  

Kemper  Money  Market  Fund  (started  11/74)  .    . 

Liquid  Capital  Income  (started  11/74)  

Mass  Cash  Management  Trust  (started  12/75)  . . 

Merrill  Lynch  Ready  Assets  Trust**  (started  2/75) 
Midwest  Income  Investment  Co  (started  12/74) 

Money  Market  Management  (started  1/74)  

MoneyMart  Assets  (started  6/76)  

National  Liquid  Resenes  (started  8/74)  

Oppenheimer  Monetaiy  Bridge  (started  4/74)  . . 
Rowe  Price  Prime  Reserve  Fund  (started  3/76)  . 

The  Resenre  Fund  (started  11/71)  

Scudder  Managed  Reserves  (started  8-74)  

S  &  P  Intercapital  Liquid  Asset  Fund  (started  9/75! 

Temporary  Investment  Fund  (started  10/73) 
Trinwall  Cash  Resene  (started  12/75) 
Trust  for  Short-Term  Federal  Sees  (started  10/75) 
Trust  for  Short-Term  US  Govl  Sees  (started  12/75! 
White  Weld  Money  Market  Fund  (started  12/74) 
Whitehall  Money  Market  Trast  (started  6/75) 

*  Formerly  First  Multifund  for  Incoma. 
**  Formerly  Lionel  0.  Edie  Reedy  Asset*  Trust 
t  Fund  not  in  operetion  for  full  period. 
N.A.  Not  eveileble. 
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Would  an  American  soap  maker 
» go  down  the  drain 

in  Scandinavia? 


since  th^eHi^HIR^OTt  no  O.  S.  soap. 

Sweden  does,  however,  and  there  may  be 
room  for  expansion  in  this  market. 

time's  Research  and  Marketing  Department 
collects  information  on  international  patterns 
in  many  important  categories  and  in  a  great 
many  countries. 

This  group  is  glad  to  collaborate  with  your 
own  marketing  people  in  searching  for  the  best 
ways  to  move  your  products  through  the  mar- 
kets of  the  world  with  great  ease  and  greater 
profits. 

If  you're  preparing  a  multinational  marketing 
plan,  TIME  can  help  you  develop  one  that  will 
wash.         _  ■^__ 

For  midttnatkmcd  Tnarketing 


Getting  more  gas 
cant  wait  any  longer. 


The  automotive  industry  is  one  of 
the  principal  users  of  natural 
gas.  Gas  is  needed  for  countless 
operations— from  casting  the 
parts  to  drying  the  paint.  Millions 
of  jobs  in  the  auto  industry,  and 
most  other  fields,  depend  on  gas. 

Natural  gas  provides  half 
the  energy  for  industry. 

Gas  plays  an  enormous  part  in 
running  our  plants  and  factories 
No  other  energy  even  comes 
close.  For  instance,  natural  gas 


provides  our  country  with  three 
times  the  energy  electricity  does. 

There's  a  huge  resource  of 
natural  gas  in  the  United  States. 

Studies  show  that  America  has 
enough  gas  resources  to  last  well 
into  the  twenty-first  century,  if 
they  can  be  developed.  They're 
under  the  frozen  ice  and  snow 
of  Alaska's  north  slope  and 
the  Arctic.  They're  deep  beneath 
the  ocean  floor.  And  they're  locked 
in  the  tight  rock  formations  of 


the  vast  Rocky  Mountains,  too. 
Difficult  to  get.  it's  true,  but 
there  to  be  gotten 

America  must  act. 

It's  vital  to  our  economy. 

The  gas  industry  is  ready  to  invest 
billions  of  dollars  and  take  the 
steps  necessary  to  get  more  gas. 
But  much  of  this  work  waits  on 
the  tough  energy  decisions  that 
America  must  make.  And  soon. 


Use  gas  wisely.  ACA 
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Money  And  Investments 


The  Economy 


A  Revolution  Of  Declining  Expectations? 


"Elect  me  and  I  promise  you  smaller  houses,  more  ex- 
pensive electricity  and  three  meatless  days  a  week."  Don't 
expect  anything  like  that  from  either  of  the  Presidential 
candidates  this  year,  but  some  such  surprise  may  be  in 
store   throughout   the   world   if  present   trends   continue. 

The  big  talk  now  in  official  economic  circles  is  about 
"demand  management."  What  does  that  mean?  Very  sim- 
ply, it  means  that  governments  will  have  to  begin  persuad- 
ing their  people  that  less  is  better,  more  is  worse.  The 
government  holds  down  demand  through  credit  restraint 
and  makes  people  like  it.  Or  tries  to. 

Think  about  it  for  a  moment.  Demand  management  of 
some  sort  will  be  necessary  if  the  world  is  to  get  by  on  its 
natural  resources  and  to  get  badly  needed  capital  invest- 
ment without  getting  tangled  in  permanent  inflation. 

It  is  just  such  demand-restraint  practiced  by  the  gov- 
ernment that  is  responsible  for  the  present  low-inflation- 
ary prosperity  that  the  U.S.  and  European  economies  are 
heading  into.  Thanks  to  the  Ford  Administration's  refusal 
to  overstimulate  the  economy,  the  U.S.  can  look  forward 
to  at  least  another  year  of  rising  prosperity  and  declining 
inflation. 

But— surprise!— a  similar  conservative  approach  got  high 
marks  from  the  eggheads  of  the  Club  of  Rome  at  a  meet- 
ing in  Philadelphia  in  April.  The  by-no-means  right-wing 
Council  of  the  Organization  for  Economic  Cooperation 
&  Development  also  has  endorsed  demand  management. 
The  OECD  council  recently  predicted  that  economic 
prospects  are  excellent  throughout  the  industrialized 
world.  Precisely  because  demand  is  being  managed,  the 
pickup  is  not  producing  excessive  demand. 

The  OECD  council,  meeting  in  June,   concluded  that 


"skillful  demand  management"  is  just  what  the  world 
needs  to  gradually  shift  resources  toward  investment  in 
additional  productive  capacity  and  away  from  overcon- 
sumption  by  consumers. 

But  how  will  the  voters  take  all  this,  since  voters  are 
also  consumers?  And  what  about  the  unemployed,  the 
people  who  can't  get  jobs  because  the  economy  is  growing 
slowly?  How  are  you  going  to  take  it?  How  am  I?  Are 
we  willing  to  make  some  sacrifices  in  immediate  benefits 
for  the  sake  of  a  better,  healthier  tomorrow? 

There's  the  rub.  What  some  of  the  intellectuals  are 
suggesting,  therefore,  is  that  what  the  world  needs  is  an 
"incomes  policy."  Says  the  OECD  report: 

"To  obtain  the  necessary  degree  of  social  consensus  as 
to  the  conditions  for  economic  progress,  some  form  of 
an  incomes  policy  will  be  necessary,  with  more  regular 
contacts  between  the  authorities,  labor  and  management 
to  develop  clearer  mutual  understanding  about  the  ap- 
propriate use  of  resources  and  the  general  management 
of  the  economy." 

Aware  that  consensus  and  incomes  policies  will  not  be 
easy  to  establish,  the  OECD  frankly  says  that  governments 
should  keep  credit  tight  and  hold  demand  in  check  that 
way.  Sneaky  perhaps,  but  better  than  inflation. 

Are  you  listening  Hubert  Humphrey,  George  Meany— 
and  Jimmy  Carter?  The  experts  are  warning  against  the 
old  gimmick  of  pumping  money  into  the  economy  to  cure 
whatever  seems  to  ail  it.  They  are  reminding  us  of  that 
old  lesson  in  Economics  I:  Demand  in  excess  of  supply  = 
inflation.  Do  you  fellows  really  want  to  knock  a  point  or 
two  off  the  unemployment  rate  at  the  cost  of  subjecting 
us  to  a  new  bout  of  superinflation?  ■ 


Period  of  Economic  Recession  as  Defined  by  the  National  Bu^au  of  Economic  Research 
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Composed  of  the  following: 

PRODUCTION 

*  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

*  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

*  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

CONSUMPTION 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


service  price  index   related  to  the  consumer 
price  index) 

INCOME 

*  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

*  How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Playing  The  Yield  Curve 


By  Ben  Weberman 


year  bonds.  More  specifically,  a  de- 
cline in  yields  prevailing  in  the  market 
to  7%  would  set  a  price  of  107/8  on 
the  ten-year  note  and  a  price  of  111^ 
on  the  25-year  bond. 

There  is  a  case,  however,  for  buy- 
ing ten-year  notes  instead.  They 
would  ride  the  yield  curve  more  ad- 
vantageously. A  normal  yield  curve 
looks  like  this: 


Th 


I  he  Treasury  Department's  prob- 
lem is  your  opportimity.  As  I  pointed 
out  in  this  space  a  month  ago,  the 
Treasury  is  working  hard  to  stretch 
out  the  two-year  six-month  average 
maturity  on  its  $621  billion  in  debt. 
To  persuade  investors  to  take  longer- 
term  paper  as  it  refunds  maturing 
shorter-term  paper,  the  Treasury  is 
having  to  sweeten  the  deal  with  inter- 
est rates  that  are  a  bit  higher  than  it 
would  have  to  pay  if  it  were  not  so 
anxious  to  stretch  out  the  debt. 

Eight  percent  for  a  ten-year  Trea- 
sury note  is  generous  by  almost  any 
standard.  Held  to  maturity,  such 
notes  carry  no  risk  at  all.  To  be  sure, 
there  is  some  short-  and  medium-term 
market  risk.  If  interest  rates  were  to 
rise  to,  say,  9%— an  extreme  possibili- 
ty—the market  value  of  8%  ten-year 
notes  might  drop  to  93%  or  so  of  face 
value,  but  this  is  scarcely  high  risk. 

Medium  vs.  Long  Term 

A  more  likely  possibility  than  an 
increase  to  9%  is  that  interest  rates 
will  decline— as  I  have  been  predict- 
ing all  year.  In  this  case,  the  bonds 
would  appreciate  in  value. 

Because  I  think  interest  rates  will 
drop,  for  the  speculatively  minded 
investor  I'd  recommend  Treasury  25- 
year  bonds:  the  longer  the  maturity 
the  better  the  capital  prospects  if  in- 
terest rates  fall.  In  rough  terms,  a  1% 
change  in  interest  rates  on  8%  bonds 
would  mean  about  seven  points  on 
ten-year  notes  but  ten  points  tn  25- 
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As  you  get  closer  to  maturity  the 
notes  become,  in  effect,  short  term, 
and  the  expected  interest  drops  (and 
the  price  rises) .  Here's  the  score:  One- 
year  bills  yield  only  6.10%  at  present, 
three-year  notes  7%,  five-year  notes 
7.5%.  A  note  paying  8%  but  having  be- 
come, in  effect,  a  shorter-term  secur- 
ity is  worth  correspondingly  more. 

Putting  your  money  in  a  Treasury 
security  can  be  rewarding  when 
matched  against  the  interest  paid  on 
federally  insured  savings  accounts  in 
mutual  savings  banks  and  savings  & 
loan  associations.  A  savings  account 
in  most  thrift  institutions  pays  the 
equivalent  of  5.47%  for  money  when 
interest  is  compounded  daily  and 
7.08%  for  certificates  with  an  original 
maturity  of  2Jj  to  four  years.  A  four- 
year  savings  certificate  pays  7.90%  and 
a  six-  or  seven-year  maturity  brings 
8.17%.  But  these  rates  have  a  draw- 
back. Any  depositor  who  needs  mon- 
ey prior  to  maturity  is  hit  with  a  stiff 
penalty.  The  thrift  institution  regula- 
tors require  that  for  any  savings  cer- 
tificates turned  in  before  maturity,  in- 
terest be  computed  on  the  basis  of 
the  5.47%  paid  on  passbook  accounts 
with  an  additional  penalty  of  up  to 
90  days'  interest  to  be  forfeited.  In 
that  sense.  Treasuries  are  more  liquid. 

As  of  now,  the  Treasury's  generous 
returns  are  not  pulling  money  out  of 
the  thrift  institutions.  The  difference 


is  not  great  enough  to  warrant  the 
effort  for  most  individuals  to  close  out 
an  outstanding  certificate.  But  it  cer- 
tainly does  have  enough  appeal  to 
warrant  use  of  money  lying  in  pass- 
book accounts. 

Because  the  advantage  of  Treasuries 
is  now  only  marginal,  the  amount  of 
money  being  pulled  out  of  the  sav- 
ings banks  and  savings  associations  is 
not  enough  to  peril  the  mortgage  mar- 
ket, nor  to  raise  the  cost  of  mortgage 
money  significantly.  In  fact,  I  expect 
mortgage  rates  to  decline  further  after 
the  current  summer  lull.  Conventional 
mortgages  issued  by  savings  &  loan 
associations  for  resale  houses  canied 
an  average  stated  rate  of  only  8.84% 
at  the  end  of  June,  as  compared  with 
9.11%  in  January.  The  decline  of  27 
basis  points— or  one-fourth  of  1%— must 
be  considered  substantial  for  this  type 
of  instrument,  which  usually  changes 
as  fast  as  a  snail  moves.  Later  this 
year,  when  other  long-term  interest 
rates  are  also  softening,  mortgage 
costs  on  new  homes  and  resales  should 
come  down  further  even  though  hous- 
ing activity  may  be  picking  up. 

Not  only  are  savings  institutions 
flush  with  cash,  but  so  are  most  oth- 
er lenders.  Since  midyear,  corpora- 
tions have  been  paying  down  bank 
loans  in  sizable  chunks.  More  surpris- 
ingly, they  have  been  staying  away 
from  the  public  market  in  droves,  re- 
ducing the  calendar  of  offerings  ex- 
pected for  this  fall  to  bare  bones. 

High  Yields  Plus  Safety 

As  a  result,  the  expected  crowding 
out  of  corporations  and  homebuy- 
ers  by  the  Treasury  is  not  taking  place 
in  spite  of  all  the  refunding  and  de- 
spite the  size  of  the  federal  deficit. 
There  is  plenty  of  money  for  every- 
body and  this  can  mean  just  one 
thing:  Long-  and  medium-tenn  inter- 
est rates  will  come  down  from  current 
levels.  Thus  Treasury  securities  are 
an  extraordinary  investment  right 
now.  They  offer  high  yields,  un- 
equaled  safety  and  a  nice  capital 
gains  kicker.   ■ 
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Let  Value  Line  Help  You  Identify 


•   • 


STOCKS  TO  AVOID  NOW 


Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months 


An  otherwise  solid  stock  portfolio  can 
be  largely  undone  by  a  few  "misfits." 
So  it's  innportant  to  be  able  to  identify 
"weak"  stocks  as  well  as  "strong"  ones. 
And  to  be  immediately  aware  of  signifi- 
cant changes  in  any  of  your  stocks. 
That's  why  The  Value  Line  Investment 
Survey  every  week  of  the  year  ranks 
1600  stocks— each  relative  to  all  the 
others— for  Probable  Market  Perfor- 
mance in  the  next  12  Months,  as  fol- 
lows: 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2 
(Above  Average) 

800  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4 
(Below  Average) 

100  stocks  are  ranked  5  (Lowest) 
Note:  Not  every  stock  will  always  per- 
form in  accordance  with  its  rank.  But  it 
is  a  fact  that  favorably  ranked  stocks, 
as  a  group,  have  outperformed  poor- 
ly ranked  stocks  with  remarkable  con- 
sistency since  the  ranking  system  was 
introduced  in  1965. 

While  past  performance  can  never  guar- 
antee future  success,  this  record  of 
more  than  a  decade  of  successful  dis- 
crimination strongly  suggests  that  you 
can  tilt  the  investment  probabilities  in 
your  favor  by  using  the  Value  Line 
ranks. 

400  STOCKS  TO  AVOID  NOW 

The  ranks  are  designed  to  measure 
probabilities.  We  expect  higher-ranked 
stocks  to  go  up  more  in  a  rising  mar- 
ket—or down  less  in  a  market  drop— 
than   lower-ranked   stocks.   And   con- 
versely . . . 
We  expect  the  400  stocks  ranked  4 
or  5  for  Performance  to  go  DOWN 
MORE  or  UP  LESS,  on  average,  than 
the  1200  others  within  the  12  months 
directly  ahead. 
The  400  stocks  currently  ranked  un- 
favorably (Value  Line  June  25)  include 
some  very,  big  names.  Just  a  few  of 
them  are  AMERICAN  BROADCASTING, 
ALCOA,  ASA  LTD,  FAIRCHILD  CAMERA, 
INLAND  STEEL,  KENNECOTT,  INT'L 
HARVESTER,  COPPER  RANGE,  SEARS 
ROEBUCK.  (This  may  show  why  you 
shouldn't  confuse  the  excellence  of  a 
company  with  the  current  timeliness  of 
a  commitment  in  the  stock.) 

LOOKING  FOR  PERFORMANCE? 

Even  if  your  primary  objective  is  yield, 
or  safety,  or  long-term  appreciation,  we 
suggest  you  stay  away  from  stocks  cur- 
rently ranked  4  or  5  by  Value  Line  for 
Next-12-Months  Performance. 
And,  of  course,  if  superior  relative  price 
action  is  what  interests  you  most,  then 


we  suggest  you  give  special  attention  to 
the  100  stocks  currently  ranked  1  (High- 
est) by  Value  Line  for  Probable  Market 
Performance  in  the  Next  12  Months. 

UPDATED  EVERY  WEEK 

Every  week— for  EACH  of  1600  stocks— 
The  Value  Line  Investment  Survey  in  its 
Summary  of  Advices  and  Index  pre- 
sents the  up-to-date . . . 
a)  Rank  for  Relative  Probable  Price  Per- 
formance in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5 
(Lowest). 
b)Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months— (100  stocks  offer  yields  of 
8.8%  and  up— Value  Line  June  25.) 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years— showing  the 
future  "target"  price  range  and  the 
percentage  price  change  indicated. 
(100  stocks  are  in  the  230%  to  590% 
range— Value  Line  June  25.) 

e)  Current  price  and  P/E,  plus  esti- 
mated annual  earnings  and  dividends 
in  current  12  months.  Also  the  stock's 
Beta. 

f)  Very  latest  available  quarterly  earn- 
ings results  and  dividends,  together 
with  year-earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is 
the  subject  of  a  comprehensive  new 
full-page  Rating  &  Report  at  least  once 
every  three  months— including  23  se- 
ries of  vital  financial  and  operating  sta- 
tistics going  back  10  years  and  esti- 
mated 3  to  5  years  into  the  future. 

SPECIAL  HALF-PRICE  OFFER 

If  nc  member  of  your  household  has 
had  a  subscription  to  Value  Line  in  the 
last  two  years,  you  can  now  receive  the 
complete  Value  Line  Investment  Survey 
for  the  next  10  weeks  for  only  $29 
(about  half  the  regular  rate).  We  make 
this    special    offer    because   we   have 


found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period 
stay  with  it  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  pro- 
vide this  service  for  far  less  than  would 
have  to  be  charged  to  a  smaller  num- 
ber of  subscribers.  Your  trial  will  in- 
clude all  of  the  following: 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  show- 
ing the  current  ratings  of  1600  stocks 
for  future  relative  Price  Performance 
and  Safety— together  with  their  Esti- 
mated Yields  and  the  latest  earnings, 
dividends  and  P/E  data. 

EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages) . . .  with 
full-page  analyses  of  about  125  stocks. 
During  the  course  of  every  13  weeks, 
new  full-page  reports  like  this  are  is- 
sued on  all  1600  stocks,  replacing  and 
updating  the  previous  reports.  (It  takes 
but  a  minute  a  week  to  file  the  new 
reports  in  your  Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (8  pages) . . .  with  a 
detailed  analysis  of  an  Especially  Rec- 
ommended Stock— plus  a  wealth  of 
investment  background  including  the 
Value  Line  Composite  Average  of  more 
than  1600  stocks. 

PLUS  THIS  $45  BONUS  .  .  .  Value 
Line's  complete  1900-page  Investors 
Reference  Service  (sold  separately  for 
$45),  with  our  latest  full-page  reports 
on  all  stocks  under  review — fully  in- 
dexed for  your  immediate  reference. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  the  Value  Line  Survey,  just  return 
the  material  you  have  received  within 
30  days  for  a  full  refund  of  your  fee. 

To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  STREET  •  NEW  YORK,  NY.  10017 

D  Begin  my  special  10-week  trial  to  The  son,  I  may  return  the  material  within  30 

Value  Line  Survey  (limited  once  to  any  days  for  a  full  refund  of  the  fee  I  have 

household  every  two  years)  and  send  paid.  416J15 

me  the  Investors  Reference  Service  

and  the  booklet  "Investing  in  Common  SIGNATURE 
Stocks"  as  a  bonus,  f^y  check  or  mon- 
ey order  for  $29  is  enclosed.   (Trial 


subscriptions  must  be  accompanied    NAME  (please  print) 
by  payment.) 
D  I  prefer  one  year  (52  weeks)  of  Value   ADDRESS 
Line,  plus  the  bonus,  Investors  Ref- 
erence Service  and  the  booklet,  "In-   


APT.  NO. 


vesting  in  Common  Stocks"  for  $285.  CITY  STATE         ZIP 

(There   are   no   restrictions   with   this  Not  assignable  without  subscriber's  con- 

ofter.)  sent.  Foreign  rates  on  request.  Subscrip- 

D  Payment  enclosed  n  Bill  me  for  $285  tion  fees  are  fully  tax-deductible.  (NY 

GUARANTEE:  If  dissatisfied  for  any  rea-  residents  add  applicable  sales  tax.) 
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Money  And  Investments 


"he  Street  Walker 


The  Unsung  Heroine 


There's  a  nice  parallel  on  Wall 
Street  between  Avon  Products  and 
Vietnam.  We  don't  mean  Avon  had 
anything  to  do  with  the  war.  We 
mean  doves  and  hawks.  You  know 
how  many  people  like  to  claim  they 
were  against  the  war  from  the  start; 
add  them  all  up  and  you've  got  most 
of  the  population.  It's  like  that  with 
Avon  Products.  When  it  was  selling  at 
140  three  scant  years  ago,  virtually 
every  cosmetic  analyst  on  The  Street 
was  hawkish— that  is,  bullish— on  it. 
Ask  them  now,  however,  and  they'll 
claim  otherwise— doves  all  along. 

There  is  one  exception  we  know 
about,  a  very  smart  woman  analyst 
who  was  dovish  on  Avon— way  back 
when;  she  didn't  hke  it.  In  July  1973 
Forbes  did  a  major  cover  story  in 
which  we  downgraded  Avon  both  as 
a  stock  and  as  a  company.  The  stock 
was  then  122;  a  year  later  it  was 
selling  under  20.  When  we  did  our 
article,  this  woman  was  the  only  ana- 
lyst we  could  find  who  was  truly  and 
unequivocally  in  agreement  with  us. 
Most  everyone  else— including  the 
biggest  institutions— regarded  Avon  as 
the  cat's  pajamas.  We'd  like  to  tell 
you  the  analyst's  name,  because  this 
kind  of  brains  and  courage  deserves 
credit,  but  alas,  we  can't.  She  works 
for  a  big  and  important  investment 
house  now— and  she's  highly  respected 
there— but  her  bosses  are  kind  of 
stuffy.  They  don't  want  her  to  be 
quoted  in  a  bearish  way— it  would  be 
bad  for  business. 

We  tell  you  all  this,  not  out  of  sym- 
pathy for  the  analyst,  but  because 
she  has  something  very  interesting  to 
say.  As  any  good  analyst  will,  she 
has  changed  her  mind.  She  now 
thinks  Avon  is  a  buy.  "With  $3  per 
share  in  the  bag  for  1976,"  she  says, 
"it's  selling  at  15  times  earnings.  But 
even  more  important  than  the  price/ 
earnings:  The  new  management  has 
faced  the  weaknesses  the  old  manage- 
ment would  never  admit  it  had." 

What  bothered  her  about  Avon 
when  it  was  in  the  stratosphere  (be- 
sides the  ridiculous  price)  was  that 
the  productivity  of  the  Avon  ladies 
was  declining:  The  company's  gains 
were  coming  from  price  increases  and 
from  an  ever-growing  sales  force;  but 
the  typical  Avon  saleslady  was  sell- 
ing fewer  and  fewer  products.  That 
dismal  trend,  our  analyst  feels,  has 
now    ])een    reversed.    More    intensive 


advertising  and  new  products  have 
helped  increase  sales  productivity.  In 
other  words,  Avon  is  not  just  a 
cheaper  stock  at  the  present  time.  It 
is  also  a  better  stock. 

Our  friend  was  resoundingly  right 
before.  Maybe  she's  right  again. 

Poor  Fannie 

Why  are  all  the  boys  shunning  Fan- 
nie Mae?  A  hot  number  in  the  early 
1970s  (she  ran  up  from  under  7  to 
27),  Federal  National  Mortgage  As- 
sociation is  a  wallflower  now.  At  less 
than  15,  Fannie  drags  close  to  her 
1974  bear-market  low  even  though 
earnings  are  rising  and  the  stock  is 
good  for  a  dividend  increase  (to  $1  a 
share)  early  next  year.  Earnings  this 
year  should  be  about  10%  better  than 
last  year's  $2.42  a  share.  The  price/ 
earnings  ratio  is  a  lowly  6. 

People  could  be  shunning  this  sup- 
plier of  funds  to  the  housing  market 
because  it  is  a  quasi-goveniment  c6r- 
poration.  But  the  handful  of  Wall 
Streeters  who  follow  the  stock  think  it 
is  an  overlooked  value. 

"What  big  corporation  isn't  in- 
volved with  the  Government?"  scoffs 
Elliot  Schneider,  Gruntal's  well-in- 
formed analyst.  "Isn't  IBM  involved 
with  the  Government?  If  you  go  back 
to  when  Fannie  was  created  in  its 
present  form  in  1954,  it  has  estab- 
lished one  of  the  great  growth  rec- 
ords." A  decade  ago,  earnings  were 
26  cents  a  share  and  book  value 
$8.41.  Earnings  have  since  multiplied 
tenfold  and  year-end  book  value  was 
just  short  of  $18. 

Fannie  is  eminently  suitalile  for  in- 
stitutional investors:  She  has  48  mil- 
lion shares  outstanding  and  the  num- 
ber is  growing;  sellers  of  most  mort- 
gages must  buy  a  certain  amount  of 
new  stock.  However,  dilution  isn't  a 
problem.  The  stock  purchases  arc 
made  close  to  book  value. 

Schneider  dismisses  as  a  "myth" 
the  common  belief  that  Fannie  Mae 
can't  stand  high  interest  rates.  Even 
with  more  costly  money,  it  could 
probably  maintain  its  usual  spread,  he 
says,  and  besides:  Tighter  money 
means  higher  income  from  commit- 
ment fees:  Case  in  point:  Earnings 
held  up  nicely  during  the  roughest 
days  of  the    1974-75  money  crunch. 

Unfortunately,  says  Schneider: 
"Myths    die   hard."    But   in    investing. 


one  man's  myth  can  be  somebody 
else's  opportunity.  Says  Lehman  Bros.' 
Leslie  Goldstein:  "A  very  attractive 
piece  of  paper." 

♦ 
On  The  Wagon? 

Seagram  Co.  currently  sells  for  half 
its  1974  level,  and  the  liquors  as  a 
group  have  been  lagging  the  market. 
Earnings  of  most  liquor  companies  de- 
clined in  the  late  recession  and  shat- 
tered the  belief  that  stocks  are  reces- 
sion resistant.  "Those  poor  earnings 
caught  a  lot  of  people  by  surprise," 
says  Martin  Kaufman,  analyst  for 
Montreal's  Nesbitt  Thomson  &  Co. 

The  recession  forced  people  to 
downgrade  to  cheaper  brands.  Mean- 
while, costs  of  financing  short-term 
money  for  in\'entories  soared,  as  did 
com  and  packaging. 

Now  that  the  economic  recovery 
is  well  under  way,  do  analysts  think 
the  time  has  come  for  investors  to 
get  high  on  liquor  stocks? 

Most  do  not. 

People  don't  seem  to  be  boozing  as 
much.  "The  industry  has  had  a  period 
of  weak  demand  for  five  years,"  notes 
Robert  G.  Shoniker,  whose  Toronto 
firm,  R.G.  Shoniker  &  Associates,  ad- 
vises brokerage  firm  Draper  Dobie  & 
Co.  and  the  Association  of  Canadian 
Distillers.  In  the  late  1960s,  distilled 
spirits  consumption  rose  an  average 
5%  or  more  each  year.  In  the  1970s 
the  average  growth  has  dropped  to 
around  2.5%.  The  villain,  says  Shonik- 
er, is  wine. 

Another  negative:  The  switch  away 
from  high-margined  liquors  such  as 
blends  to  low-margined  liquors  such 
as  vodka,  rum,  tequila  and  cheap  Ca- 
nadian "bulk"  whiskies. 

Although  the  recession  is  over, 
says  Kaufman,  "the  upgrading  pro- 
cess this  year  really  hasn't  developed 
yet."  Unlike  the  case  of  cars,  many 
consumers  stick  with  lower  priced 
liquors.  As  Shoniker  put  it,  "You  don't 
lose  status  buying  Smirnoff." 

Analyst  Morton  A.  Cohen  of  Mon- 
treal's Yorkton  Securities  disagrees: 
"I  think  the  consumer  will  trade  back 
up.  All  trends  come  to  an  end." 

Analysts  do  have  high  praise  for 
Heublein,  which  also  owns  Kentucky 
Fried  Chicken  Corp.— "the  best  mar- 
keting company,"  says  Cohen.  Shonik- 
er is  intrigued  by  Brown-Forman 
Distillers  Corp.  "Could  be  one  of 
those  Graham  and  Dodd  stocks." 
He  cites  its  low  price/earnings  ratio 
(8)  and  top-notch  marketing.  ■ 
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dirty  word* 

So  is^^iinemploymentl 


All  of  us  want  to  live  in  a  clean 
environment,  as  free  from  pollu- 
tion as  possible.  And  all  of  us 
want  to  live  in  a  prosperous 
America,  with  jobs  enough  for 
everyone. 

At  Bethlehem,  we're  working 
very  hard  to  achieve  both.  But 
corporations  have  to  budget 
their  resources  just  as  families  do. 
We  can't  do  everything  we'd  like 
to  do,  and  we  can't  do  every- 
thing at  once. 

For  example,  it's  expected  that 
our  country  is  going  to  need  a 
lot  more  steelmaking  capacity— 
about  30  million  added  tons 
by  1983. 

Gearing  up  to  meet  that  antici- 
pated demand  would  ( 1 )  help 
maintain  jobs  in  the  steel  industry, 
and  (2)  create  jobs  for  thousands 
and  thousands  of  people  in  other 
industries  — in  construction,  in 
equipment  manufacturing,  and 
in  scores  of  service  industries. 
But  expansion  of  this  magnitude 
takes  vast  sums  of  money  And 
over  the  past  inflation-recession 
years,  we  just  haven't  been  able 
to  generate  enough  money  to 
do  that  job. 
So  we  had  to  make  a  tough 


choice.  We  had  to  "stretch  out" 
the  completion  of  a  number  of 
expansion  projects  we  had  under 
way  That  cost  people  jobs. 
One  program  we  had  to 
continue:  pollution  control 
So  far,  Bethlehem  has  spent 
approximately  $400  million  to 
clean  up  a  major  portion  of  the 
pollutants  from  the  air  and  water 
we  use.  In  an  effort  to  meet 
existing  laws  and  regulations,  we 
have  many  more  projects  under 
way  or  anticipated  in  the  near 
future.  Cost?  About  $600  million 
over  the  next  five  years. 
Is  there  any  relief  in  sight? 
Depending  upon  how  far  regula- 
tory agencies  go  in  stringent 
interpretation  of  the  present 
laws  and  regulations,  we  may  be 
faced  with  spending  hundreds  of 
millions  more  to  try  to  remove  the 
last  traces  of  pollutants.  We  do 
not  believe  that  this  would  be 
money  well  spent. 
Attempting  to  remove  the  last 
increment  of  pollution  involves 
new  and  uncertain  technology 
'The  attempt  will  consume  a 


considerable  amount  of  scarce 
energy  and  natural  resources. 
And,  in  many  cases,  it  will 
merely  transfer  pollution  prob- 
lems to  the  power  companies  or 
chemical  manufacturers. 
Is  it  time  for  a  rearrangement 
of  priorities? 

We  are  faced  as  a  nation  with 
troublesome  alternatives.  Do  we 
continue  our  headlong  rush  to 
implement  some  of  the  air  and 
water  clean-up  standards  that 
have  yet  to  be  proved  necessary 
—  or  even  sound  — or  shall  we 
give  equal  consideration  to  jobs, 
our  energy  requirements,  capital 
needs,  and  other  demands  for 
social  priorities? 
We  believe  the  national  interest 
now  requires  that  we  face  up  to 
the  dual  necessity  of  preserving 
our  environment  while  at  the 
same  time  assuring  economic 
progress. 

Our  booklet,  "Steelmaking  and 
the  Environment!'  tells  more 
about  what  we're  doing  to  help 
solve  the  problems  of  pollution. 
For  a  free  copy,  write:  Public 
Affairs  Dept..  Room  476- F 
Bethlehem  Steel  Corp.,  Bethle- 
hem, PA  18016. 
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Oil  will  flow  to  you  across 

3  mountain  ranges  and  600  streams, 

A  report  from  ingersoll-Rand. 


The  800-mile  Alaska  pipeline  is  one  o 
the  largest  and  most  difficult  con- 
struction projects  in  history.  It  crosses 
extremely  rugged  terrain  where  men 
and  machines  must  frequently  functior 
in  sub-zero  temperatures. 

The  ecology  of  the  right-of-way  is 
protected  by  stringent  environmental 
safeguards.  Consequently,  much  of  th( 
.  pipeline  has  to  be  supported  above 
ground.  Ingersoll-Rand  designed  new, 
giant-sized  rock  drills  that  are  driving 
more  than  80,000  holes  in  the  frozen, 
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locky  earth  to  anchor  support  piles.  And 
-R  air  compressors  are  supplying  the 
)Ower. 

Two  huge  terminal  stations  and  a 
oute  through  the  mountains  also  are 
)eing  dug,  drilled  and  blasted.  I-R  also  is 
)roviding  virtually  all  of  the  portable  air 
;ompressors  and  much  of  the  crawler 
Jrilling  equipment. 

Ingersoll-Rand  machinery  is  at 
vork  on  other  productive  projects  in 
nore  than  100  countries  around  the 
vorld.  Some  of  the  projects  are  large. 
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Some  small.  But  in  every  case,  people 
benefit  through  Ingersoll-Rand's  leader- 
ship in  industrial  machinery. 

As  a  result  of  our  worldwide  involve- 
ment, Ingersoll-Rand  is  one  of  the 
largest  suppliers  of  industrial  machinery 
and  equipment.  Our  1975  sales  ex- 
ceeded $1.7  billion.  And  our  innovative 
technology,  successfully  demonstrated 
on  the  Alaska  pipeline,  helps  us  main- 
tain a  leadership  position. 

Write  for  our  Annual  Review  or 
product  literature.  Ingersoll-Rand,  Dept. 
759,  Woodcliff  Lake,  N.J.  07675. 


G 


Ingersoll-Rand 


What  Combined  Communiciitions 
did  to  help  Valley  National  Bank 
introduce  the  West's  most  successful 
new  banking  caid. 


Valley  National  Bank  of  Arizona  had  a  new 
service  to  offer  and  a  good  story  to  tell.  They 
knew  how  to  tell  it— but,  just  as  importantly, 
they  knew  where  to  tell  it. 

We're  the  where. 

Combined  Communications  Corporation 
owns  and  operates  television  stations,  radio  sta- 
tions, a  big  city  newspaper,  a  supermarket  mer- 
chandising service,  and  a  network  of  outdoor 
advertising  companies. 

To  usher  its  Arizona  customers  into  the 
somewhat  impersonal  era  of  money  transfer  by 
encoded  plastic  cards,  the  Valley  National  Bank 
chose  to  introduce  a  personalized  banking  card 
with  the  customer's  full-color  photograph  on  it. 
Electronic  funds  transfer,  with  a  smile. 

Depending  heavily  upon  CCC's  Arizona 
media— television,  radio  and  outdoor  advertis- 
ing-the  Valley  Bank  attracted  100,000  new 
cardholders  during  the  first  six  weeks,  far  sur- 
passing their  year-end  goal  of  60,000. 


The  Valley  National  Bank's  success  in  Ari- 
zona is  only  one  example  of  how  Combined  Com- 
munications has  helped  companies  throughout 
the  country  on  a  local,  regional  and  national 
basis  move  their  products  and  services. 

Last  year  CCC  sales  were  up  34%  to  $151 
million.  Our  profits  have  been  up  every  year 
since  our  formation  eight  years  ago.  1976  will 
show  more  successes.  So  will  1977.  And  1978. 

After  all,  our  only  business  is  that  of  selling 
(through  advertising)  the  goods  and  services  of 
others. 

That's  why  we  work  harder  at  being  the 
best  in  the  business. 

If  you  would  like  to  know  more  about  us 
and  receive  our  most  recent  Annual  Report, 
Form  10-K  and  quarterly  reports,  write  to  Ray 
Cox,  Vice  President  Corporate  Relations,  P.O.  • 
Box  25518,  Phoenix,  Arizona  85002. 

Our  symbol  on  the  New  York  Stock  Exchange 
is  CCA. 


Combined  Communications  Corporation 

COMMUNICATING  WITH  PEOPLE 


51  TELEVISION  -  WXIATV 
•  (ABC)  Atlanta,  KBTV-rV 
h,{  (ABC)  Denver  WPTA-TV 
^  (ABC)  Fort  Wayne  KARK-TV 
(NBC)  Little  Rock  WLKY-TV  (ABC) 
Louisville  KOCO-TV  (ABC)  Oklahoma 
City  KTAR-TV  (NBC)  Phoenix 
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FH4  Phoenix 
KEZL-FM  San  Dieeo 


RADIO -WSAI-AM&FIVI 

Cincinnati  WWOJ-AM 
Hackensack  KIIS-AM& 
FM  Los  Angeles  KBBC- 
KTAR  AM  Phoenix 

MUZAK  Arizona 
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OUTDOOR -Eller  Outdoor  Adver 
tising  Companies  of  Arizona, 
California.  Colorado,  Flint/Grand 
Rapids,  Kansas  City,  Michigan, 


SI  Louis,  Texas  Pacific  Outdoor  Advertising  Com- 
pany, Los  Angeles  and  Southern  California  Claude 
Neon  Industries  Limited,  Canada 
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Claude  Neon  Industries  Limited, 
Canada  Tennessee  Continental 
Corporation  (TENCON),  Center 
ville,  Tennessee 
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NEWSPAPERS  - 

ThcCmciniiali  Enquirer 

SUPERMARKET  MER 
CHANOISING  -  Pacific 

Indooi  Advertising, 
throughout  California, 
Arizona  and  Nevada 


Money  And  Investments 


Stock  Comments 
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Market  Frustrations 


By  Heinz  H.  Biel 


'ince  February,  as  far  as  Wall 
Street  is  concerned,  nothing  seems 
to  have  gone  right.  All  news,  whether 
it  was  good  or  bad,  got  a  negative 
interpretation.  A  few  months  ago, 
when  it  was  reported  that  the  na- 
tion's gross  national  product  had  risen 
at  an  impressive  rate  of  over  9%  in 
the  first  quarter.  The  Street  was  "con- 
cerned" because  this  pace  could  not 
possibly  be  maintained  without  over- 
heating the  economy  and  spurring  in- 
flation. Now  there  is  unhappiness  be- 
cause the  GNP  growth  rate  has 
slowed  down  so  much  in  the  second 
quarter.  In  fact,  the  index  of  leading 
indicators  actually  would  have  de- 
clined in  June,  except  for  a  timely 
downward  revision  of  a  rather  steep 
increase  in  May.  Is  the  economic  re- 
covery really  stalled? 

When  the  banks'  prime  lending  rate 
is  raised.  Wall  Street  says  that  is  bear- 
ish because  it  suggests  that  credit  may 
be  getting  tighter.  But  when  the 
prime  rate  is  reduced,  it's  also  bearish 
because  it  reflects  slack  demand  for 
business  loans.  Announcements  of 
weekly  changes  in  the  so-called  mon- 
ey supply  are  awaited  with  baited 
breath  every  Thursday  afternoon. 
Most  people  don't  really  understand 
the  significance  of  variations  in  M^ 
and  M^  but  it  seems  that  an  increase 
is  bad  because  it  will  induce  the  Fed 
to  tighten  .credit.  But  a  decrease  is 
also  bad  because  it  shows  that  the 
Fed  has  already  tightened  credit. 
Makes  perfect  sense,  doesn't  it? 

Dumping  Disney 

Most  second-quarter  earnings  were 
very  good  ^nd  some  were  superb. 
But  Heaven  help  the  poor  company 
whose  profit  increase  fails  to  come  up 
to     industry     analysts'     expectations. 

Mr.  Biei  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


When  Disney's  June  quarter  net  was 
"only"  20%  higher  than  a  year  ago,  the 
experts  were  disappointed.  Apparent- 
ly they  talked  the  institutional  hold- 
ers into  dumping  Disney,  which 
promptly  fell  from  a  June  high  of  57/4 
to  a  new  1976  low  of  49. 

A  Good  Year 

Although  the  general  market  has 
done  little  one  way  or  the  other  for 
the  past  six  months,  the  individual 
investor  is  having  a  pretty  good  year. 
The  Dow  went  up  about  15%  in  the 
first  seven  months,  and  just  about 
every  company  with  a  degree  of  in- 
vestment merit  has  had  at  least  one 
dividend  increase.  The  market's  frus- 
trations need  not  concern  the  indi- 
vidual. The  worries  and  fears  are 
mostly  in  the  minds  of  commentators 
and  stockbrokers,  as  well  as  fimd 
managers  who  are  attempting  to  im- 
prove their  past  performance  records 
by  trying  to  catch  short-term  market 
swings.  When  the  market  doesn't 
swing,  the  swingers  are  frustrated. 
Individual  investors,  who  hardly  ever 
trade  because  they  have  to  pay  full 
commissions  and  who  also  have  to 
aim  at  long-term  capital  gains,  don't 
have  to  ishare  these  frustrations. 

It  is  flattering  to  be  courted  by  one 
of  the  country's  top-rated  companies. 
It  reflects  immense  confidence  to  turn 
down  such  overtures.  A  little  over  two 
years  ago,  just  a  few  months  before 
the  bear  market  hit  bottom,  giant  ce- 
real maker  Kellogg  Co.  offered  one 
share  of  its  own  stock  for  each  share 
of  Tropicana  Products,  best  known 
for  its  chilled  pure  orange  juice.  Both 
stocks  sold  in  the  teens  at  the  time,  if 
I  remember  correctly,  but  Kellogg's 
price  was  so  much  higher  than  Trop- 
icana's  that,  at  least  on  the  surface,  it 
looked  hke  a  generous  offer.  The  con- 
trolling shareholders  of  Tropicana  an- 
swered with  a  polite  thank  you  and 
said  no. 

Kellogg  didn't  give  up,  and  this 
spring  it  made  another  attempt  to 
adopt  Tropicana,  whose  growth  po- 
tential is  so  much  more  dynamic  than 


its  own.  This  time  the  offer  was  even 
more  tempting— a  share  and  a  half  of 
Kellogg  for  each  share  of  TO  J.  But 
once  again  the  answer  was  no. 

Anthony  T.  Rossi,  founder,  chair- 
man, president  and  controlling  stock- 
holder of  Tropicana,  is  no  longer  a 
youngster.  Yet  there  is  no  limit  to  his 
faith  in  Tropicana's  future.  He'd 
much  rather  go  it  alone  than  become 
a  division  of  Kellogg. 

In  the  past  decade  Tropicana's 
sales  quintupled  to  over  $200  mil- 
lion. During  the  same  period  per 
share  earnings  rose  from  16  cents  to 
an  estimated  $1.65  to  $1.70  in  the 
fiscal  year  now  ending.  At  its  present 
price  of  26,  the  stock  is  not  "cheap," 
but  it  attracts  me.  While  virtually 
debt-free,  cash  requirements  to  fi- 
nance the  company's  continuing 
growth  preclude  a  liberal  dividend 
policy  (now  15  cents  semiannually). 

Caveat  Emptor 

About  a  year  ago  I  wrote  a  column 
entitled  "What  To  Tell  Your  Future 
Widow."  In  it  I  made  some  critical 
comments  on  how  inadequately  the 
trust  departments  of  some  banks 
handle  the  affairs  of  people  in  need 
of  help  and  protection. 

Last  month  I  came  across  an  ad 
that  goes  far  to  explain  why  there  are 
complaints:  A  major  West  Virginia 
bank  with  about  $200  million  of  trust 
assets  is  looking  for  a  portfolio  man- 
ager to  manage  approximately  350 
accounts  totaling  $70  million  to  $90 
million.  The  selected  individual  "may 
also  manage  common  trust  funds"; 
in  his  spare  time,  I  presume.  The  ap- 
plicant should  have  a  college  degree 
and  "2-3  years  of  trust  investment  ex- 
perience." He  is  offered  "a  career  with 
minimum  supervision  and  decision- 
making freedom." 

No  individual,  regardless  how  bril- 
liant and  experienced,  can  conceivably 
serve  350  trust  clients,  whose  needs 
may  widely  differ.  When  a  bank 
promises  minimum  surpervision  to  a 
man  with  minimum  experience,  it  is 
best  to  go  elsewhere.  ■ 
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Statistical  Spotlight 


Tough  Competition 


You  THINK  Sears,  Roebuck  is  a  good 
outfit.  You'd  like  to  put  some  of  your 
money  into  it.  O.K.  You  can  buy  the 
stock  and  earn  a  3%  dividend.  Or,  you 
can  buy  its  debentures  due  in  2006 
and  earn  8.1%.  Is  it  strange  that 
many  investors  choose  the  latter? 

True,  in  spite  of  the  yield  differen- 
tial, you  can  make  a  case  for  buying 
the  stock.  Given  inflation  and  Sears 's 
probable  growth,  dividends  on  the 
common  stock  will  grow.  But  if  it's 
yield  you  are  after,  that  case  has  a 


flaw  in  it.  Let's  look  at  the  record: 
Sears  has  increased  its  common  divi- 
dend by  about  65%  over  the  past  de- 
cade. If  it  does  as  well  over  the  next 
decade,  the  stock  will  be  yielding  5% 
on  current  prices  in  1986.  Not  until 
1996,  20  years  from  now,  would  it 
be  returning  as  much  as  the  bond,  8%. 
Capital  gains,  meanwhile,  might  make 
up  the  difference.  But  again  they 
might  not— investors'  experience  over 
the  past  decade  has  been  sobering. 
Which   is   one  big   reason   the   Dow 


Jooes  stock  average  has  been  unable 
to  rise  much  above  1000;  stocks  are 
having  trouble  competing  with  bonds 
at  current  yields. 

Below  are  listed  38  companies  that 
have  issued  debt  in  1976.  Most  of 
the  bonds  are  A-rated  or  better.  In 
every  case,  the  bond  yields  much  more 
than  the  common  stock.  In  some  cases, 
including  Sears's,  the  bonds  yield  more 
than  the  stocks  even  on  a  total  return 
basis  (that  is,  counting  the  undistrib- 
uted profits  as  part  of  the  yield) .  ■ 


Company 


-Debt- 


-Common  Stock- 


Current 
Yield 


Coupon/ 
Maturity 


Amount 
Offering 
(millions) 


S&P 

Rating 


Dividend 
Yield 


Total 
Yield* 


Recent 
Price 


Dividend 
Payout* 


AMAX 

American  Cyanamid 
American  Stores 
Anchor  Hocking 
BankAmerica 


8.7% 

8.4 

9.4 

8.7 

8.7 


8% -01 
83/8-06 
93/8-01 
85/8-06 

83/4-01 


$50 

100 

50 

45 

200 


A+ 

AA 

BBB  + 

AA 

AAA  (Fitch) 


3.1% 

6.0 

6.1 

4.1 

2.8 


6.8% 
12.1 
19.6 
14.2 

8.1 


573/8 
25 
31 V8 

313/8 
283/8 


45% 

50 

31 

29 

35 


Bethlehem  Steel 
Big  Three  Industries 
Braniff  Int'l 
Browning  Ferris 
Bucyrus-Erie 


8.4 

9.0 

10.0 

10.3 

7.9 


83/8-01 

8.55-01 

10-86 

10V4-96 

73/4-83 


200 
50 
50 
40 
50 


AA 

A 

BB 

BBB 

A 


4.7 
1.2 
2.0 
2.9 

2.1 


10.5 
5.7 
7.5 
9.7 
6.7 


423/8 
323/8 

I2V4 

678 

26V2 


45 
22 
26 
30 
31 


Burroughs 
Chase  Manhattan 
Continental  Oil 
Cyprus  Mines 
Dow  Chemical 


E  I  du  Pont 

Eaton  Corp 
Eltra  Corp 
Genesco 


7.6 
8.6 
8.7 
8.9 
8.4 


75/8-81 
83/4-86 
878-01 
81/2-01 
872  -06 


100 
200 
200 
100 
200 


AA 

AAA  (Fitch) 

AA 

A 

A+ 


0.7 
7.6 
3.3 
5.6 
2.1 


4.4 

9.9 

11.0 

5.5 

7.3 


8.3 
7.9 
8.9 
8.9 
10.5 


8V2  -06 
8-86 

83/4-01 

8V2-OI 
103/8-84 


300 

100 

60 

50 

70 


AAA 

AAA 

A 

AA 

BB 


3.6 

4.1 
4.0 

none 


7.3 

8.3 
11.5 


96% 
291/8 

363/4 

24% 
475/8 


1373/8 

437/8 
291/4 

65/8 


16 
76 
30 
97 
29 


50 

49 
34 
none 


Gulf  Life  Holding 
Walter  E  Heller  Int'l 

Jim  Walter 
Kerr-McGee 


9.0 

10.3 

10.7 

9.5 

8.4 


8% -86 

101/8-91 

10'/2-86 

91/2-96 

8 1/2 -06 


60 

25 

20 

125 

125 


A- 
BBB 
BB 
BBB 
AA 


5.2 
4.2 

3.8 

1.7 


14.0 

11.9 

12.4 
6.7 


103/4 

22 

315/8 

751/2 


37 
35 

31 

25 


Liggett  Group 
Masco 

MGM 

j  P  Morgan 


8.8 

8.9 

11.0 

10.2 
8.0 


85/8-01 

878-01 

101/2-96 

93/4-86 

8-86 


75 
75 
50 
40 
150 


A 

A 

BBB- 

BBB- 

AAA 


7.5 
0.9 

7.5 

3.1 


13.1 
7.2 

14.3 
8.1 


331/2 
23 

131/4 

583/4 


57 
12 

53 
38 


Republic  of  Texas 

Rockwell  Int'l 

SCM 
Seafirst 


9.4 
9.4 
9.0 
10.1 
9.0 


93/8-01 

93/8-96 

8.90-86 

10-96 

91/4-01 


75 

100 

100 

50 

60 


AA 

A 

A 

BBB 
A+ 


3.6 
6.8 

4.3 

3.7 


12.9 

12.0 

15.3 
11.6 


*  Total  Yield-The  reciprocal  of  the  price/earnings  ratio  (earnings  per  share  divided  by  common  stock  price), 
t  Dividend  Payout— Common  Dividend  as  a  percentage  of  earnings  per  share. 


301/4 
291/4 

183/4 

30 


28 

57 

28 
32 


Sears,  Roebuck 
Southwest  Bancshares 
A  E  Staley 
Standard  Oil— Ohio 

8.1 
9.5 
8.9 
8.0 

8-06 
93/8-01 
878-01 

8-81 

250 
40 
65 

^75 

AAA 

A+ 

A 

AA- 

2.9 
3.9 
3.9 
2.0 

5.6 

9.8 

16.1 

4.9 

62  7e 
241/2 
251/2 
681/2 

53 

40 
24 
40 

Texaco 

Union  Oil  of  Calif 

Union  Pacific 

8.5 
8.6 
8.5 

8 1/2 -06 
85/8-06 
8.40-01 

300 
200 
150 

AAA 
AA 

AA 

7.2 
4.0 
3.1 

11.9 
15.0 

9.6 

2778 

523/8 
905/8 

60 
27 
32 

Average 

9.0 

3.8 

10.0 
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rhere's  a  *Tour-on-the- Floor" 

in  your  future. 

Those  who  think  the  oil  shortage  ines  the  hard  truths  about  our  need  for  No  wonder  Forbes  was  the  o/r/j' lead- 

isis  is  over  had  better  think  some  more,  extraordinary  energy  poUcies  —  and  the  ing  business  or  news  magazine  up  in  ad- 

We  may  not  vet  have  reached  the  evenharder  consequences  if  we  don't  get  vertising  pages  in  1975. 

)int  where  the  '  Four-on-the-Floor"  in  them  soon.  Which  means  that  our  gains  for  the 

ir  garage  is  equestriem,  rather  than  a  That's  the  kind  of  informed,  "must  first  six  months  of  1976  were  gains  over 

speed,  stick-shift  transmission  job.  But  reading"  that  has  put  Forbes  decisively  ^ams— not  simply  recovery  figures, 

e  could  be  a  lot  closer  to  the  need  for  ahead  in  the  measured  reading  prefer-  And  we're  up  156  pages  in  the  first 

lat  old-fashioned  kind  of  horsepower  ences  of  America's  top  management.  half  of  1976.  That's  an  unprecedented 

lan  many  of  us  care  to  realize.  rAere  is  The  proof?  Erdos  and  Morgan,  re-  21%   over  the  same  period  in  record- 

tly  a  lOyear  supply  ofoil  left  in  the  search  firm,  made  a  reconfirming  study  breaking  1975. 

SA.  according  to  the  Federal  Energy  of  corporate  officer  reading  preferences  Last  year,  as  this  year,  in  the  race 

dministration.  amongl300  of  America's  largest  compa-  for  first  place  in  our  field,  it's  been — if  we 

What  could  happen  if  there  are  no  nies.  The  results  showed  Forbes  to  be  may  be  permitted  to  say  so -one  bold 

amatic  changes  on  the  domestic  scene  read  by  more  top  management  execu-  Forbes  victory  after  another, 

or  in  our  financial  and  political  ability  tives  than  any  of  the  other  major  busi-  Isn't  it  time  your  advertising  joined 

import  oil  unrestrictedly?  ness  or  news  magazines.  Here  are  the  the  winner's  circle? 

One  leading  energy  spokesman  pre-  percentages,  based  on  magazines  read 

'  -  the  economic  turmoil  which  could  regularly:  FORBES:  CAPITALIST  TOOL 

at  from  such  fiiel-conservation  mea- 

ires  as:  "the  elimination  of  non-essen-      Forbes 78.7% 

'  Iriving.  ..the  curtailment  of  airplane      Business  Week 64.0% 

■I . .  .gasoline  stations  shutting  down      Fortune 46.6% 

le  thousands...  "All  this  and  more  is      Time 45.5% 

ocatively  covered  in  a  recent  Forbes      Newsweek 32.3% 

le:  "The  Invisible  Crisis."  It  exam-      U.S.  News  &  World  Report 28.2% 
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Stock  Trends 


Big  Gains 

For  Smaller  Investors 


By  Myron  Simons 


m  rom  now  on  most  of  the  excite- 
ment in  the  market  should  come  from 
the  stocks  of  medium-  and  smaller- 
sized  companies.  That's  the  loud  and 
clear  implication  of  the  forecasts 
which  are  coming  in  from  the  vast 
majority  of  economists.  They  are  pre- 
dicting that  the  present  expansion  is 
going  to  keep  on  for  at  least  a  year. 
If  so,  a  number  of  smaller  companies 
which  survived  the  recession  in  good 
health  should  begin  to  blossom  forth. 
The  prospects  for  the  larger  com- 
panies are  favorable,  but  hardly  a 
bonanza.  If  the  Dow  Jones  indus- 
trials go  up  to  1100  or  1200,  there 
are  still  some  nice  profits  to  be  made 
in  the  giants,  but  the  Uon's  share  of 
their  gains  is  past  history.  For  the 
big  institutional  investors  who  must 
put  most  of  their  money  in  the  big 
blue  chips  so  that  they  can  get  in  and 
out  comfortably,  the  outlook  is  com- 
fortable but  not  particularly  stimulat- 
ing. It's  now  the  turn  of  the  individu- 
al investor  who  is  likely  to  get  his 
long  overdue  rewards. 

Body  Blows 

Let's  consider  the  relative  risks  in 
small-  and  medium-sized  companies 
versus  that  of  the  giants  over  the 
long  term.  The  Government's  eco- 
nomic policies  attenipt  to  control  the 
overall  economy.  Their  principal  im- 
pact falls  on  the  huge  companies  that 
make  up  such  a  large  slice  of  the 
economic  pie.  Such  measures  as 
monetary  tightening  and  budgetary 
controls  can  knock  off  profits  in  the 
multibillion-dollar  corporations  with- 
out giving  managements  much  of  a 
chance  to  protect  themselves.  They 
are  so  much  in  the  public  and  con- 
gressional   limelight    that    their    cor- 

Mr.  Simons  is  director  of  research  at  ttie  securities 
firm  of  Weeden  &  Co. 


porate  chins  are  always  hanging  out 
for  critics  to  take  a  slug  at.  Look  at 
what  Kennedy  did  to  the  steel  com- 
panies. Or  what  the  present  Congress 
tried  to  do  to  the  oils. 

For  smaller  companies,  the  situa- 
tion is  different.  Management  skills 
and  technical  abihties  can  still  be 
used  to  avoid  the  ups  and  downs  of 
the  overall  economic  struggle  be- 
tween inflation  and  growth.  And  Con- 
gress is  more  likely  to  want  to  help 
them  than  to  hurt  them. 

Do  It  Yourself 

Unfortimately,  there  isn't  as  much 
market  research  being  done  on  the 
medium  and  smaller  companies.  So 
the  investor  has  to  do  a  lot  of  his 
own  thinking  and  searching.  But  the 
rewards  should  be  worth  it.  Look  at 
two  quite  different  types  of  invest- 
ment: 1)  areas  of  the  economy  that 
should  grow  for  the  foreseeable  future 
regardless  of  the  minor  ups  and  downs 
of  the  overall  picture;  2)  special  sit- 
uations which  should  be  good  for  a 
profit  if  what  is  expected  does  come 
to  pass. 

Take  the  field  of  pollution  control, 
for  instance.  It's  estimated  that  over 
$200  billion  will  be  spent  on  clean- 
ing up  the  air  and  water  in  the  next 
ten  years.  If  the  Democrats  are  elect- 
ed, chances  are  that  the  demand  for 
curbing  pollution  will  be  even  greater 
than  it  is  now. 

In  spite  of  the  excellent  prospects 
for  growth,  a  number  of  pollution 
stocks  are  still  selling  at  price/ earn- 
ings multiples  which  don't  reflect 
their  exciting  futures:  Wheelabrator- 
Frije  (21)  and  Zurn  (12). 

Wheelabrator's  earnings  increased 
from  $1.01  per  share  in  1972  to  $1.83 
last  year,  and  $2.25  is  a  good  bet 
for  this  year.  One  division  (its  en- 
vironmental and  energy  systems 
group)  accounts  for  60%  of  revenues 
and  its  prospects  look  good  with  the 
improved  economic  environment.  But 
the  real  interest  comes  from  Wheel- 
abrator's engineered  systems  and  ser- 
vices in  the  environmental  and  ener- 


gy fields.  Among  other  things,  it  is 
working  on  a  coal  refinery  demonstra- 
tion plant  and  one  which  converts 
refuse  into  energy.  The  latter  has 
been  in  operation  since  October  and 
is  now  converting  1,500  tons  of  solid 
waste  per  day  into  energy  to  pro- 
duce steam.  Not  bad  for  a  stock  sell- 
ing  at    10  times  projected  earnings. 

Zurn's  growth  in  earnings  from  con- 
tinuing operations  was  interrupted  in 
1975  when  profits  sank  from  1974's 
record  $1.37  per  share  to  86  cents, 
in  spite  of  increased  net  sales.  But 
the  company  rebounded  in  1976,  to 
$1.28,  and  this  year  a  new  record  of 
$1.50  is  a  distinct  possibility.  Its  en- 
vironmental systems  division  provides 
56%  of  sales,  its  energy  systems  34%. 
At  under  10  times  projected  earnings, 
the  stock  is  a  good  value. 

There  are  of  course  other  interest- 
ing companies  in  the  pollution  con- 
trol area.  Envirotech  (33),  American 
Air  Filter  (15)  and  Fischer  &  Porter 
( 15)  all  offer  good  potential. 

Risks  &  Rewards 

In  the  area  of  special  situations 
Kennecott  Copper  (32)  offers  an  in- 
triguing possibility,  even  though  its 
recent  earnings  reports  have  been 
terrible.  It  has  been  ordered  to  divest 
itself  of  Peabody  Coal.  Bids  for  it 
have  ranged  from  $1  billion  upward. 
Kennecott  is  currently  looking  for  a 
bidder  for  20%  of  Peabody,  spinning 
off  the  rest  to  its  shareholders. 

Assuming  the  $l-billion  figure,  the 
80%  to  be  spun  off  will  amount  to 
$800  million  in  value  for  a  little  over 
33  million  shares  outstanding,  or 
about  $24  per  share.  Shareholders 
would  have  the  world's  largest  cop- 
per division  for  the  difference  between 
the  present  price  and  the  value  of  the 
new  Peabody  shares.  If  that  should 
work  out  to  a  little  over  $10  a  share, 
the  resultant  company  should  be  very 
cheap.  There  are  risks,  of  course. 
Peabody  may  not  be  sold.  The  main 
risk  is  that  it  will  take  some  time  Ix 
fore  it  all  works  out.  For  the  paticMil 
investor,  the  odds  seem  good.   ■ 
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I     FBI  agents 
writing  poetry. 


Pregnant  women 
avoid  cats! 


A  3,064- 
calorie  meal. 


The  dog 
that  sings. 


When  was  the  last  time  you 

read  something  you  couldn't 

wait  to  tell  your  friends? 


Ihere  are  few  things  quite  so  nice  as 
ooking  up  from  your  newspaper  and 
thinking,  "Now  that's  something  I  didn't 
know  or  understand  before." 

And  then  there  are  few  things  quite  so 
satisfying  as  sharing  that  new  insight 
with  a  friend. 

That's  the  kind  of  experience  The  Na- 
tional Observer  offers  its  readers  with 
»very  weekly  issue. 

The  National  Observer  goes  behind  the 
ibvious  headlines  to  dig  out  stories  that 
nake  the  world  more  interesting  when 
/ou  read  them . . .  and  make  you  more  in- 
teresting when  you  re- tell  them. 

Person-to-person  journalism. 

For  instance,  do  your  friends  know  that 
;he  Romans  invented  the  frisbee?  That 
/ve  have  "two"  brains  in  our  head?  That 
tacos  aren't  just  hot— they've  also  got  the 
tiottest  sales? 

And  do  they  know  about  the  contro- 
versial new  gun  that  shoots  "electric 
shocks"?  And  the  "outdated"  form  of 
transportation  "that  is  coming  back?  And 
the  place  in  America  where  voodoo  is 
still  practiced? 

(The  answers  are:  The  taser.  The 
blimp.  And  Oyo-lbnji,  South  Carolina— 
where  it  ceems  to  work!) 

The  Ivational  Observer  is  written  this 
way  because  we  believe  in  the  kind  of 
journalism  that  says:  "Talk  to  the  reader 
Dne-to-one.  Tell  a  story  as  if  the  reader 
were  sitting  next'to  you." 

We  bring  you  the  out-of-the-ordinary. 

When  we  report  sports,  we  go  beyond 
saseball,  basketball  and  footb£dl...and  tell 
about  Shirley  "Cha-Cha"  Muldowney, 
the  only  woman  ever  licensed  to  race  a 
top  fuel  dragster. 
When  we  look  at  the  world,  we  go  be- 


yond today's  news  to  spot  the  trends  that 
may  make  tomorrow's  news... like  how 
Italy's  Reds  (of  all  people!)  are  trying  to 
make  capitalism  work. 

Plus  sometimes,  after  other  newspa- 
pers think  a  story  is  over,  we  take  a  sec- 
ond look. ..at  why  the  tourists  didn't  come 
to  Mother  Seton's  hometown. 

Regular  sections  with 
irregular  news. 

One  nice  thing  about  reading  The  Na- 
tional Observer  week  after  week  is  our 
re^lar  sections.  But  you  can  never  count 
on  what's  going  to  be  in  them. 

For  instance,  in  the  "Your  Consuming 
Interests"  section,  we  explored  how  con- 
ventional rubdowns  survive  despite  the 
growth  of  sex  parlors. 

In  our  "Lively  Landscape"  section, 
you  can  read  about  the  furor  in  Charles- 
ton, S.C.  when  the  city  council  ordered 
horses  to  wear  diapers. 


You'll  find  surprises  to 
share  in  every  issue  of 
The  National  Observer. 


OBSERVED 

Reform  Is  a  Flop 


Ptstt  Want  a  ttargainf    Ht^Tsi-H 


\ 


'^fffffifTllairi 


isBfii 


And  our  "Off-Hours"  section  reports 
on  a  lady  welder  who  also  finds  time  to 
paint,  sculpt,  write  a  novel  and  plant 
fruit  trees. 

We  love  a  good  zany  story,  like  the  one 
about  the  dog  named  Buckypoo  who  sings 
to  piano. 

We're  full  of  new  shopping  buys,  book 
and  movie  reviews,  and  "how-to's"  on  ev- 
erything from  better  health  to  tomato 
jam. 

And,  in  everything  we  do,  we  get  our 
readers  so  involved,  they  write  back. 

Our  "Letters  to  the  Editor"  section  is 
one  of  our  biggest— and  liveliest.  (We  take 
it  seriously.  We  once  devoted  the  whole 
front  page  to  reader  gripes.) 

And  we  even  run  reader  plebiscites  on 
major  issues. 

That's  what  person-to-person  journal- 
ism does:  We  try  to  find  things  that  will 
make  our  readers  rush  out  to  tell  their 
friends.  And  they  rush  back  with  things 
they  can't  wait  to  tell  us! 

Enjoy  The  Observer  for 
less  than  290  a  week. 

Now  you  can  get  an  introductory  sub- 
scription to  The  National  Observer  at 
the  low  rate  of  just  $5.77  for  20  weeks. 
That's  more  than  40%  off  the  newsstand 
price! 

Just  complete  and  return  the  bound-in 
reply  card.  Send  no  money.  We'll  bill  you 
later,  after  we  start  sending  you  The 
Observer. 

Then,  if  you're  unhappy,  simply  write 
"cancel"  on  your  bill  and  return  it  with- 
out paying  or  owing  a  cent. 

Mail  the  card  today.  If  the  card  is  miss- 
ing, write:  The  National  Observer,  Box 
2B257,  200  Burnett  Road,  Chicopee, 
Massachusetts  01021. 


Money  And  Investments 


Venture  Capita 


Boomlet  In  Buy-Outs 


By  Thomas  P.  Murphy 


I  he  smart  money  these  days  is 
very  much  into  leveraged  buy-outs. 
Don't  be  frightened  by  the  term.  It's 
just  hke  buying  a  house  for  10% 
down  and  borrowing  the  balance 
against  the  property  itself.  Only  in 
this  case,  businesses  change  hands, 
not  dwellings.  Most  of  the  new  ven- 
ture capital  money,  at  least  on  the 
East  Coast,  is  now  going  into  buy- 
outs, and  a  significant  amount  of 
"pri\ate"  money,  the  money  Wall 
Street  discreetly  places  for  partners 
and  friends,  is  earmarked  for  the 
same  kinds  of  deals. 

What  sparked  this  revixal  of  a 
genre  of  deal  all  but  given  up  for 
dead?  In  finance,  as  in  astrology,  one 
awaits  a  meeting  of  natural  forces. 

The  first  element:  Profitable  com- 
panies are  for  sale  at  book  value  or 
less  and  with  cash  flow  sufficient  to 
support  the  debt.  This  has  been  true 
for  several  years. 

Now  the  second  element  is  moving 
into  place:  The  banks  are  coming 
back  as  lenders.  The  Federal  Re- 
serve crippled  bank  financed  buy-outs 
in  1974  by  instructing  the  banks  to 
avoid  "nonproductive"  loans.  Chang- 
ing the  ownership  of  a  business  was 
viewed  as  distinctly  "nonproductive." 

Hard  To  Find 

"I  am  getting  calls  from  banks  that 
I  haven't  heard  from  since  the  late 
Sixties,"  says  Henry  D.  Clarke  Jr., 
president  of  Clabir  Corp.  "They 
want  to  make  acquisition  loans." 
Clarke  put  together  his  Clabir 
through  leveraged  acquisitions  over 
the  past  three  years  and  in  the  pro- 
cess took  a  negative  net  worth  of 
$50,000  to  almost  $9  million  posi- 
tive, including  some  sulx)rdinate  debt. 

Murray     Buttner,     a     Wall     Street 

Mr.   Murphy  heads  a  venture  capital  firm,   Partner- 
ship Dankist,  Stamford,  Conn. 


refugee  now  president  of  Waterbury 
Lock  &  Specialty  Co.  (New  Milford, 
Conn.),  told  me  how  he  bought  two 
companies  last  year,  with  assets  of 
$3  million,  for  less  than  $150,000  in 
front.  "I'm  looking  for  more  compa- 
nies," he  said. 

Paradoxically,  there  are  plenty  for 
sale,  but  they  are  hard  to  find. 
Whether  they  are  divisions  of  big 
companies  or  family-owned  busi- 
nesses, management  faces  the  dilem- 
ma of  selling  something  that  is  offi- 
cially not  for  sale. 

"I  wrote  to  a  conglomerate  asking 
if  they  had  any  divisions  for  sale," 
one  acquirer  told  me,  "and  they  sent 
back  a  list  of  six  that  were  absolute- 
ly not  for  sale. 

"I  bought  one." 

Given  the  necessity  for  discretion 
to  avoid  upsetting  employees  and 
customers,  a  smaller  company  that 
is  on  the  market  moves  through 
murky  channels  of  finders,  accoun- 
tants, bankers  and  brothers-in-law.  "A 
lot  of  the  owners,"  says  one  veteran  of 
the  field,  "are  financially  naive." 

The  same  cannot  be  said  of  bank- 
ers. They  are  back  into  financing  buy- 
outs at  4%  to  6%  over  prime.  The  fi- 
nance companies  never  left  the  field, 
and  most  of  the  deals  done  over  the 
past  couple  of  years  were  with  fi- 
nance company  money.  Particularly 
skilled  are  Heller,  General  Electric 
Credit  Corp.  and  Commercial  Credit. 

The  acquirers  vary  in  size,  philos- 
ophy and  resources  but  have  a  com- 
mon motive.  If  the  acquired  compa- 
ny can  carry  the  debt  service,  the 
upside  potential  is  sensational.  While 
a  few  deals  are  done  with  no  money 
in  front,  a  10%  "equity"  is  more  nor- 
mal. Payout  for  the  lenders  is  over 
five  to  seven  years;  with  real  estate 
it  can  stretch  out  25  years.  With  such 
ratios,  a  successful  buy-out  should 
pay  off  ten  to  one  over  its  life— 
$100,000  should  get  you  $1  million. 

On  the  grand  end  of  the  buying 
scale  are  Wall  Street's  Oppenheimer 
&  Co.,  Carl  Marx  &  Co.  and  Donald- 
son, Lufkin,  Jenrette  &  Co.  DLJ  has  a 
particularly    interesting    approach.    It 


buys  related  smaller  companies  and 
assembles  them  into  a  publicly  mar- 
ketable larger  one.  Among  those  cre- 
ated are  the  highly  successful  James 
River  Corp.  (specialty  paper);  Geo- 
source,  a  company  in  the  oil  field 
service  that  is  still  privately  held; 
and  Envirotech,  a  company  in  en- 
vironmental technology.  "Before  we 
buy  a  company,"  says  DLJ's  John 
Castle,  "we  consider  where  it  fits  and 
how  it  can  eventually  be  sold." 

A  different  approach,  the  one  used 
by  Narragansett  Capital,  Providence, 
R.I.,  has  been  to  help  management 
buy  divisions  they  have  been  running 
and  ultimately  have  the  new  business 
buy  out  Narragansett's  position. 

Keeping  Management  Happy 

In  a  buy-out,  management  can  be 
more  important  even  than  assets  and 
is  taken  care  of  financially— some- 
times with  raises.  "They  won't  work 
for  Ole  Charlie  Entrepreneur  for  the 
same  money  they  got  from  a  big  com- 
pany," says  one  buyer.  More  often, 
management  asks  for  and  gets  a  share 
of  equity— rarely  less  than  10%  and 
more  commonly  15%  to  25%.  If  man- 
agement has  cash,  it  is  in  there,  too. 

Do  these  deals,  in  the  end,  work? 
Can  you  load  a  smaller  company  with 
debt  and  hope  to  come  out  with 
something  five  to  ten  years  later? 

My  impression  (undocumented)  is 
yes,  they  do  work,  in  most  cases.  Rid 
a  neglected  division  of  corporate  over- 
head and  wonderful  things  can  hap- 
pen to  the  numbers.  The  same  is  true 
of  family-owned  businesses  which,  by 
the  time  they  are  for  sale,  have  gen- 
erally been  run  by  aging  manage- 
ment that  is  losing  interest.  And 
sometimes  you  find  a  company  that 
has  been  strangled  by  overstaffing. 
One  I  heard  about,  making  a  frozen 
food  product,  had  a  staff  of  104  when 
it  was  acquired  from  a  large  com- 
pany—and a  history  of  losses.  "What," 
asked  the  buyer,  "do  you  do  with 
104  people  in  a  simple  business?  I 
ended  up  running  it  with  a  staff  of 
seven  and  we  made  money."  ■ 
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Trends  &Tangents 


(Continued  from  page  9) 
il  Giveth,  Oil  Taketh  Away 

Birds  have  been  unfortunate  vic- 
ns  of  oil  spills.  So  who  comes  up 
ith  a  product  to  cleanse  oiled  fowl? 
lell  Oil.  A  Cahfornia  veterinarian  le- 
ntly  discovered  that  Shell's  Sol  70, 
liquid  used  in  paints,  varnishes  and 
ind  creams,  is  a  better  bird  cleaner 
an  detergents.  But  Shell  is  initially 
eptical  on  marketing  it  for  bird 
iths  since  it  hasn't  tested  it  for  that 
ie.  Meanwhile,  the  U.S.  Fish  & 
^ildlife  Service  is  endorsing  the  find- 
gs  of  the  veterinarian,  except  for 
le  small  problem:  The  cleaner  makes 
le  birds  temporarily  drunk  during 
ashing— or,  as  one  observer  put  it, 
jio  tern  unstoned." 

addle  Your  Choice 

The  canoe  industry,  once  a  victim 
j  the  outboard  motor,  is  experienc- 
'g  a  recovery,  though  there  are  no 
jrm  industry  figures  yet  to  reveal  its 
itent.  Manufacturers  attribute  the 
end  partly  to  the  back-to-nature 
movement,  but  also  to  the  use  of  new 
:aterials  that  make  their  product 
(Ore  versatile.  Traditional  wood  and 
mvas  canoes  are  the  lightest,  but 
so  the  most  expensive  (as  much  as 
1,000)  and  the  most  fragile.  Alu- 
linum,  which  now  has  an  estimated 
5%  of  the  market,  is  durable,  but 
so  noisy  and  least  comfortable  in 
)t  or  cold  weather.  Fiberglass  and 
•cently  introduced  ABS  (acryloni- 
ile-butadiene-styrene)  share  the 
250-$550  price  range  of  aluminum, 
at  both  are  more  rugged,  easier  to 
!pair  and  less  affected  by  weather 
^ctremes. 

lessing  In  Disguise? 

Pollution  abatement  has  cost  U.S. 
usiness  bucks  and  worry,  but  it  also 
;presents  opportunity.  The  Com- 
lerce  Department  says  by  1978  there 
ill  be  an  $ll-billion  overseas  mar- 
3t  for  pollution-control  equipment- 
early  three  tinjes  the  size  of  foreign 
emand  in  1974.  The  best  sales  pros- 
ects:  Japan,  Brazil,  Germany,  Aus- 
alia,  Iran  and  Sweden.  While  high 
nergy  prices  and  a  slowed-down 
:onomy  cut  the  demand  for  poUu- 
on-control  equipment  in  the  U.S., 
ich  does  not  seem  to  have  been  the 
ise  overseas,  says  the  Government, 
nd,  it  goes  on,  because  of  the  ex- 
'nsive  American  experience  with  ad- 
mced-stage  environmental  problems, 
oreign    buyers    are    looking    to    the 

.8.  for  state-of-the-art  poUution-con- 
'vl  systems."  ■ 


284th  common  DIVIDEND 


A  regular  dividend  of  Seventy  Cents  (70^) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  September  1,  1976,  to 

stockholders  of  record  at  the  close  of  business  August  10,  1976. 

Checks  will  be  mailed. 

C.  A.  Memos,  Vice  President— Finance 

GALLAHER   LIMITED 


James  p.  /Seam  |)isiilltng  & 

Master  Lock  Company 


/A/£- 


Sunsi^ine  Biscuits, 


INC. 


'acushnet  company 

@  Wilson  Jones 

4&*sffi/LIGHTING  CORPORATION 
The  Andrew  Jergens  Company 


VISIBLE       RECORDS.  INC. 


W.  R.  (CCS^S)  &  Sons  Cutlery 
DUFFY -MOTT  COMPANY,  INC. 

AMERICAN  BRANDS,  INC.,  245  PARK  AVENUE,  NEW  YORK,  N.Y.  10017 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of  Disadvantage" 
a  free  booklet. 

ROWE  PRICE 

NEW  INCOME 

FUND,  INC 

A  fully  managed  No-Load  fund  seeking  the  highest  investment 

income  consistent  with  preservation  of  principal— not 

just  for  today,  but  for  the  future  as  well. 

No  Salos  Chargo.  Write  or  call  collect  for  a  prospectus  301  -547-21 36, 

Rowe  Price  New  Income  Fund,  Inc 
1 00  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

I    I  Self-Employed  Retirement  Plan  Available 

Name 


Address, 
City 


.State. 


-Zip- 
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Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  September  30, 1976. 


QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  declared 
the  following  dividends  for  the 
quarter  ending  September  30,  1976: 


Dividend 

Class  of  Stock 

Per  Share 

Common 

$  .45 

$1.40  Dividend 

Preference  Common 

$  .35 

Cumulative  Preferred - 

-$100  Par 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

12.25%  Series 

3.0625 

Cumulative  Preferred - 

-$25  Par 

9.75%  Series 

$0.6094 

All  dividends  are  payable  on  or 
before  September 30, 1976  to  stock- 
holders of  record  August  31,  1976. 

MALCOLM  CARRINGTON.  JR. 
Vice  President  and  Secretary 


PS^G 


Newark,  New  Jersey 


WHICH 

NO  LOADS 


(no  broker  (ee) 


ARE  EXPECTED  TO  PERFORM 
BEST  IN  THE  YEAR  AHEAD? 


GROWTH  FUND  GUIDE  is  an  advisory  service 
that  tells  you  what  it  thinks  and  why.  No 
doubletalk. 

CURRENT  ISSUE  contains  24  pages  of  forecasts, 
ratings,  charts,  risk  ratios  &  strength  studies  on 
what  are  believed  to  be  the  nation's  top  NO-LOAD 
(no  broker  fee)  funds.  Aggressive,  Growth,  Quality, 
Cash  Haven  and  Special  Situation  Funds  (gold, 
mergers,  instant  switch  funds)  are  all  covered. 
See  which  NO-LOADS  are  now  leading  the 
way  up  in  each  classification. 

SPECIAL  $1  OFFER 

will  bring  you  immediately  by  return  mail 
Our  current  issue  Reg.  $3.50 

+  Bonus  report  No  Load  vs.  Load  Reg.  $2.50 
Simply  mail  this  ad  and  $1  to 

GROWTH  FUND  RESEARCH.  INC. 

Dept.  F11B  P.O.  Box  2109 

San  Clemente,  Calif.  92672 

Subscription  cannot  be  assigned  without  your  consent 
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We  need  volunteers  just 
as  George  Washington 
needed  them  back  in  1776. 

Volunteers  who  expect 
nothing  but  the  satisfaction 
of  serving  a  great  cause. 

Men  and  women  with 
spirit  and  compassion... to 
fight  a  foe  that  has  killed 
more  Americans  than  all  the 
wars  in  our  history. 

We  need  you ...  to  help  us 
In  the  fight  against  cancer. 

When  you  give  your  time 
and  your  effort  to  your  local 
ACS  Unit,  you  are  making  an 
investment  that  pays  divi- 
dends in  the  saving  of  lives. 

Your  nearest  Unit  is  anx- 
ious to  hear  from  you.  Vol- 
unteer today. 


AMERICAN  CANCER  SOCIETY 


I 


Readers  Sa 


{Continued  from  page  12 

ard  Nixon.  Why  shouldn't  they  al 
castigate  Christ  who  forgave  the  rol 
bers  hanging  on  the  crosses  besic 
Him? 

— H.K.  Stegem^ 
Ft.  Thomas,  K 

Sir:    Re   your  snide  remarks  co; 

cerning  Governor  Reagan's  candidal 

{July   15).   Cancel   my   subscriptio 

—Mrs.  P.J.  Crowli 

E.  Sandwich,  Ma; 

Sir:  Instead  of  being  a  Capital; 
Tool,  you  have  become  a  CoUectivi 
Fool. 

—George  T.  Coni 
Knoxville,  Ten 

Honorary  Lawyer  Only 

Sir:  In  the  article  "Who  Gets  Tl 

Most  Pay"  {May  15),  my  backgroui 

was  classified   as   legal.   I   am   not 

lawyer.  I  received  an  honorary  dc 

torate  of  law  degree  from  Stetson  Ui 

versity  in   1971,   but  of  course   th 

hardly  qualifies  me  for  this  design 

tion.  My  background  is  marketing. 

—Donald  M.  Kenda 

Chairman,  CE 

PepsiCo,  Ii 

Purchase,  N, 

Reason  Why 

Sir:  In  Fact  &  Comment  {July  15 
you  ask,  "Is  there  any  good  reason  r 
to  change  Election  Day  to  Saturday 
Yes.  [You  would]  disenfranchise  se 
eral  million  citizens,  Jews,  Sever 
Day  Adventists  and  others,  who  o 
serve  Saturday  as  their  Sabbath. 

—Charles  Seib 

National  Commission' 

Anti-Defamation  League 

B'nai  B'rii 

New  York,  N, 

Sir:  Tuesday  is  not  a  day  that 
divinely  instituted  as  a  day  of  w« 
ship  and  remembrance  for  any  re 
gious  group  and  is  thus  an  ideal  d 
for  the  whole  community  to  ci 
their  votes. 

—Earl  H.  Gal  ah 

O-shawa,  Onta 

Cans 

Sir:    Elections   should   be   held 
Chooseday. 

-BuELL  R.  Snyd 
Beachwood,  N 

Big  Advantages  Still  Exist 

Sir:  In  Side  Lines  {June  15)  y 
state  that  Puerto  Rico  is  "seeking 
slap  a  10%  tax  on  all  accuniulat 
bootstrap   profits"   thus    "unilatei  il 
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SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 

Increased 

Common  Stock  Dividend  No.  13 

A  regular  quarterly  dividend  of  46'/4  cents 
per  share  has  been  declared  on  the 
Common  Stock  of  Southern  Natural 
Resources,  Inc.,  payable  September  14, 
1976  to  stockholders  of  record  at  the 
close  of  business  on  August  31,  1976. 
This  represents  an  increase  of  20  cents 
per  share,  on  an  annual  basis,  over  the 
previous  regular  quarterly  dividend  rate. 
RONALD  L,  KUEHN,  JR 
Secretary 
Dated:  July  30,  1976 


QUARTERLY D/V/DENDS  SINCE  193S 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORATION 

DIVIDEND   NOTICE 

The  Board  of  Directors  has  declared 
a  quarterly  dividend  of  350  per  share 
on  the  outstanding  Common  Stock, 
payable  on  September  1,  1976  to 
stockholders  of  record  on  August  10, 
1976.  The  transfer  books  will  not  close. 

July  22,  1976 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 
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DIVISIONS:  U.S.  INDUSTRIAL  CHEMICALS  CO. 
NATIONAL  OISTILLEKS  PRODUCTS  CO. 
BRIDGEPORT  BRASS  CO. 
ALMAD^N  VINEYARDS.  INC. 
•EACON  MANUFACTURING  COMPANY 


IF  YOU  OWN 

SeOTGH  WHISKY 

AND  WANT  TO  SELL 

WE  ARE  BUYERS  •  FREE  APPRAISAL 
For  your  Free  Appraisal  WRITE  giving 
quantity,  age,  type,  distillery  and  name. 
You  will  receive  a  prompt  written  reply. 

M.  NEWBALL,  Dept.F68, 
NEWMAR  TRADING  CORP. 
342  Madison  Avenue,  NY.  10017 
212/682-3383 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$50  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21  A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


Readers  Say 


modifying  tax  exemption  granted  to 
firms  like  Warnaco.  The  recently  en- 
acted Puerto  Rican  10%  tax,  which 
enters  into  effect  only  after  the  Fed- 
eral Tax  Reform  Bill  now  before  Con- 
gress becomes  law,  does  not  apply  to 
profits  remitted  upon  expiration  of  a 
firm's  tax  exempt  status.  Such  prof- 
its may  be  repatriated  100%  tax  free 
as  always.  The  new  10%  assessment 
will  apply  only  to  profits  repatriated 
through  dividend  distributions  before 
the  end  of  a  company's  tax-exempt 
contract.  It  will  substitute  an  ex- 
isting 15%  tax  on  such  dividend 
distributions. 

— Teodoro  Moscoso 

Administrator, 

Economic  Development  Administration 

Commonwealth  of  Puerto  Rico 

Kato  Rey,  P.R. 

Sir:  The  government  of  Puerto 
Rico  has  been  participating  in  the 
proposed  bill  (H.R.  10612),  which 
will  add  Section  936  to  the  Inter- 
nal Revenue  Code  of  the  U.S.,  with 
a  view  toward  improving  the  indus- 
trial incentive  program  and  thus  the 
industrial  climate  of  Puerto  Rico.  .  .  . 
the  single  most  important  factor  will 
be  that  these  "936"  corporations  will 
be  permitted  tax-free  repatriation  of 
their  accumulated  earnings  through 
dividends.  If  Section  936  becomes  law 
it  might  have  the  unintended  effect 
of  causing  a  sudden  emphasis  on  re- 
patriation. In  view  of  this,  the  Com- 
monwealth has  enacted  [legislation] 
which  would  be  effective  only  if  Sec- 
tion 936  becomes  law,  to  make  cer- 
taijj  that  the  new  advantages  under 
this  legislation  are  properly  used. 

—Salvador  E.  Casellas 

Secretary  of  the  Treasury, 

Commonwealth  of  Puerto  Rico 

San  Juan,  P.R. 

Creditable  Income 

Sir:  Due  to  a  typographical  error 
(Aug.  1)  you  listed  our  net  income 
last  year  at  $119  million.  Our  net  in- 
come was  a  creditable  $19.1  million 
on  sales  of  $234  million. 

Charles  L.  Andes 

Chairman, 

Franklin  Mint  Corp. 

Franklin  Center,  Pa. 

Nickname 

Sir:  Your  article  on  Barry  Com- 
moner {July  1)  reminds  me  of  the 
nickname  he  was  known  by  on  cam- 
pus during  my  undergraduate  years  at 
Washington  University:  The  Common 
Barrier. 

—David  A.  Bridger 
St.  Louis,  Mo. 


HALF-PRICE  TRIAL  OFFER  : 

BABSON'S 

BUY • SELL 

HOLD 

40  Low-Priced  Stocks 


Addressograph 
Am.  Airlines 
Am.  Sterilizer 
Avco 

Brunswick 
Carrier 

Champ.  Sp.  PI. 
Chrysler 
Clark  Oil 
Delmarva  P.  &  L. 
Dr.  Pepper 
Fedders 
Foremost-Mc. 
Gen.  Cigar 
G.  P.  Cement 
Greyhound 
Houdaille 
Insiico 
Libby,  McN. 
Ludlow 


Monroe  Auto  Eqp. 

Narco  Sc. 

Potomac  El. 

Questor 

Ramada  Inns 

RTE  Corp. 

Russ  Togs 

Sanders  Assoc. 

SCM 

Scovill 

Searle 

Skil 

Sun  Chem 

Texas  O.  &  G. 

Thiokol 

Transamerica 

Uniroyal 

Wang  Labs. 

Weatherhead 

Westnghse 


25  Utilities 


Am.  El.  Pwr. 
Ariz.  P.  Serv. 
Atl.  City  El. 
Carolina  E.  &  L. 
Cent.  La.  El. 
Cent.  &  SW 
Citizens  U. 
Colo.  &  So.  O. 
Duquesne  Lt. 
Fla.  Power 
Fla.  Pwr.  &  Lt. 
Gen.  Public  U. 
Houston  L.  &  P. 


Idaho  Power 
Indianap.  P.  &  L. 
Ky.  Utilities 
Long  Isl.  Ltg. 
N.E.  Gas  &  El. 
Niagara  Mohawk 
No.  States  Pwr. 
Ohio  Ed. 
Orange  &  Rock 
Phila.  Elec. 
Southern  Co. 
Texas  Util. 


PLUS*  2-month  trial  to  Babson's 
Weekly  Reports  at  half  price — only 
$5.  Your  money  back  if  not  satis- 
fied. All  reports  mailed  1st-class. 
Try  Babson's — one  of  the  oldest 
and  largest  independent  investment 
advisory  firms. 


■  jjj^fgfll  babson's 


DEPT      FB-Sl 


reports  inc. 


Wellesley  Hills,  Mass.  02181 


Name  . 


I 

■     FOUNDED  IN  1904  BY  ROGER  W.  BABSON 

_    Send  Low-Priced  Stocks,  Utilities, 
I    2  mos.  trial.  $5  enclosed. 

I 
I 
I 
I 
I 

L 


Street  &  No 
City 


State. 


Zip. 


This  subscription  will  not  be  assigned 
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CLASSIFIED 


September  1,  197 


BUSINESS  OPPORTUNITIES 


TAX  SHELTERS 


REAL  ESTATE  FOR  SALE 


BUILDING  CONSTRUCTION  FIRM 

Located  in  the  heart  of  the  San 
Bernardino  Area.  Two  to  three  mil- 
lion annual  volume.  No  debt,  ex- 
cellent cash  position.  Ideal  for  out- 
side firm  looking  to  locate  in  San 
Bernardino  Area.  Management 
available.  Send  replies  to:  Box 
E1002    FORBES. 


ESTABLISHED  12  YEAR  OLD 
AIR  CONDITIONING  BUSINESS 

East  Texas.  Owners  selling  to  re- 
tire. Terms  for  qualified  buyer. 
Annual  sales  volume  2  to  3  million. 
$700,000  plant  facility  plus  an- 
other $12,500,000  real  estate  op- 
tional. Reply  to  Box  H598,  Fort 
Worth,  Texas  76114. 


CANDY  COMPANY 
FOR  QUICK  SALE 

Unusual  opportunity  available  for 
retail  merchant,  distributor,  etc. 
303  East  54th  St.,  New  York,  N.Y. 
Call  Harry  Stevens,  owner's  agent, 
collect  (212)  PL  5-7079.  Principals 
only  please.  Vacant  New  Jersey 
Shores  land  also  available.  Call  for 
details. 


NATURAL  GAS 
RESERVES 

Independent  producer  has  40% 
working  interest  available  for  sale 
in  major  gas  reserve  located  in 
El  Paso,  Texas.  For  ini 
Write:     S. 


PRIVATE  INVESTMENT  GROUP 

Investment  advisors  who  are  at- 
torneys, accountants  and  market 
research  experts  offer  personal  ad- 
visory services  to  wealthy  individu- 
als in  top  brackets.  Outstanding 
references.  Documented  proof  of 
investment  performance  record.  All 
replies  confrdential.  G2445  FORBES, 
60  Fifth  Ave.,  NYC,  NY  10011. 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


27,000  ACRE  INVESTMENT 

Property  -  Two  tracts.  In  pictui 
esque  Wyoming,  4  miles  north  < 
Cheyenne,  Wyo.,  ideally  located  ft 
development  and  future  apprecii 
tion.  20  mins  from  Jet  Airport.  1 
mins  .from  business  district.  Nea 
national  forest,  25  mins  from  toui 
ist  centers.  Completely  fenced,  ci 
pable  management  on  site  for  o( 
eration  as  ranch  or  division  sale: 
Contact  owner,  Wyoming  Ranche 
Inc.,  327  Pony  Tra 
Wyo. 


Kepiy    to    BOX    Mb98,    toriy^i^^^j^^^^^ ^^  ■*  ^^i    B^    1^.1  M  "^ 
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-^r^^^^^'-'''-^''"^*^  an 
•fWUJOwTtax  loss  carry  forward, 
a  small  retailing  activity,  and  ex- 
cettent  management.  Write  Presi- 
dent, P.O.  Box  6300,  Columbus, 
Ohio  43210. 


leoge  of  fabrication  of 
less  steel  and  machined 
i{em:>.  to  an  individual  with  small 
cash  investment  we  offer  stock  op- 
tions and  partnership  in  addition 
to  salary.  We  want  capability,  hon- 
esty, loyalty,  drive  and  motivation. 
If  you  are  this  person  or  company 

1Q    riaar. 


bushels  grain  storage,  1975  ov« 
$4  million  gross.  Ideally  located  fr 
future  appreciation,  agricultural  < 
industrial.  4  miles  frontage  on  low 


EXECUTIVE 
DIRECTOR 


mo    4J^1U.  II    yuu    drc    iiii^   (jciauii   ui    i..uiii^cjii> 

write:   Delta  Gulph,   Inc.,   19  Clear 

POSITIONS  AVAILABLE  brook    Rd.    NW,    Washington,    D.C, 

DIRECTOR  OF  FINANCE 

A  large  midwestern  manufacturer 
needs  professional  to  fill  the  job 
of  Director  of  Finance. The  FORBES 
500  Company  seeks  candidates 
with  two  or  more  years  experience. 
Please  send  a  resume  to:  B2853 
FORBES,  60  Fifth  Avenue,  NYC,  NY 
10011.  An  Equal  Opportunity  Em- 
ployer M/F. 

CONTROLLER 

Large  Trucking  Co.  seeks  well  expd 
Individ  w/excellent  knowledge  of 
foreign  shipping  in  accounting  an- 
alytical procedures.  Also  knowledge 
of  payroll,  U.S.  taxes  and  account- 
ing record.  Salary  commensurate 
w/qualifications  +  fringes.  If  qual- 
ified, call  (914)  472-2000,  Ms.  Red- 
ford  for  appointment. 


_^^^_^  ^!^where  middle  income  sales  c.^ 

^^^^— ^■(■•iW^Wlfra  thor-      booming,    in  the  heart  of   Pueblo, 
iipi|pW^(T!8wteoge  of  fabrication   of      Colorado,    450    acres;    zoned    first 
steel,  stainless  steel  and  machined      section;    platted    and    filled;   water 
items.  To  an  individual  with  small       and  sewers  on  property.  FHA  feas- 
"        ■     ■  ibility    subject   to   financial   condi- 

tions   and     ready    to    go    for    1620      "■"   ■"^cuai^j.  u.    m-=o=..»  m-u.-ob- 
units;     priced     right     to     qualified       ["ent  ^^^^/'a^^-   Fo^-^^le  t,y  own. 
buyer.  Write  for  details.  Box  W2282       o^'y-     ^•■'•.    A'"'?«^    ^^y^^Vi^kr.^ 
FORBES,  60  Fifth  Avenue,  NYC.  NY       5840,    Jacksonville,   Fla.  32205. 
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to  salary.  We  want  capability,  hon 
esty,  loyalty,  drive  and  motivation 
If  you  are  this  person  or  company 
write:  Delta  Gulph,  Inc.,  19  Clear 
brook  ""'  '""  '" — ■-=--* —  ""^ '- 
20015. 
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las-  industrial.  4  miles  frontage  on  low 

_  ^(ji.  River.   Same   owner  25  years   wh 

for    1620  ''^"'   leaseback  or  present  managt 

Qualified  ment  available.   For  sale  by  own« 

— 7B?  o"'y-    RJ-    Amber    Company,    Be 

»,C  5R40     Jarksonville.    Fla     32205 


Executive  Director  for  Public 
Housing  authority  of  1,000 
units,  town  population  approx- 
imately 75,000.  Chief  duties 
include  supervision,  finance, 
social  responsibilities  and  im- 
plementation of  new  programs. 
Experience  with  federal  hous- 
ing programs  is  required. 
Starting  salary  $28,000- 
$30,000,  plus  fringe  benefits 
and  opportunities  for  salary 
increases.  Send  resume  to: 
Personnel  Committee,  Overton 
Housing  Authority,  8  Roberts 
Road,  Overton,   N.Y.   10978. 


INVEST 


MONTANA 


Land  going;  fast.  Total  of  4,207 
acres.  Some  with  river  frontage. 
Registered  HUD,  state  and  county. 
Good  for  sub-division  and 
promotion-skilled  investor.  Should 
market  for  several  times  the 
$700,000  firm.  10%  down,  7% 
interest,  partial  releatai.  Kermit 
Reilly,  P.O.  7749,  Drexel  Hill, 
PA  19026. 
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-pi  I    .  on  the 

I  nOUgntS . . .  Business  of  Life 


The  free  conversation  of  a  friend 
is  what  I  would  prefer 
to  any  entertainment. 
David  Hume 


No  pleasure  lasts  long 
unless  there  is  variety  in  it. 
PuBLiLius  Syrus 


It  is  curious,  pathetic  almost, 
how  deeply  seated  in 
the  human  heart  is  the  liking 
for  gardens  and  gardening. 
Alexander  Snhth 


There  are  not  enough  bon  mots 
in  existence  to  provide  any 
industrious  conversationalist  with 
a  new  stock  for  every  occasion. 
Aldous  Huxley 


I  hate  books,  for  they  only  teach 
people  to  talk  about 
what  they  do  not  understand. 
Jean-Jacques  Rousseau 


It  is  a  pity,  in  my  opinion, 
that  no  prize  exists  for  the  writer 
who  best  refrains  from  adding 
to  the  world's  bad  books. 
William  Saroyan 


In  literature  as  in  love, 
we  are  astonished  at  what  is 
chosen  by  others. 
Andre  Maurois 


There  is  an  audience  for 
every  play;  it's  just  that 
sometimes  it  can't  wait 
long  enough  to  find  it. 
Shirley  Booth 


One  half  of  the  pleasure  experienced 

at  a  theatre  arises  from 

the  spectator's  sympathy  with 

the  rest  of  the  audience,  and, 

especially  from  his  belief 

in  their  sympathy  with  him. 

Edgar  Allan  Poe 


Friends  are  thieves  of  time. 
Latin  Proverb 


The  right  kind  of  recreation 
is  almost  as  essential  to  success 
as  the  right  kind  of  education. 
Books,  walks,  music,  the  theater, 
athletics,  travel,  automobiling, 
gardening,  friends,  conversation- 
each  and  all  in  their  proper  place 
can  supply  ideal  recreation. 
Recreation  is  the  salt 
that  gives  life  its  flavor. 
B.C.  Forbes 


As  long  as  there  are  postmen, 
life  will  have  zest. 
William  James 


A  lot  of  good  times  are  ruined 
by  excessive  anticipation. 
William  Feather 


God  .  .  .  authorizes  us  to 
take  that  rest  and  refreshment 
which  are  necessary  to  keeping  up 
the  strength  of  mind  and  body. 
St.  John  Baptiste  de  la  Salle 


Sleep  is  the  golden  chain  that 

ties  health  and  our  bodies  together. 

Thomas  Dekker 


Without  music  life 
would  be  a  mistake. 
Friedrich  W.  Nietzsche 


L  sometimes  think  that 
the  most  plaintive  ditty  has 
brought  a  fuller  joy  and  of 
longer  duration  to  its  composer 
than  the  conquest  of  Persia 
to  the  Macedonian. 
Walter  Savage  Landor 


Without  going  out  of  doors, 

one  may  know  the  whole  world, 

without  looking  out  of   the  window, 

one  may  see  the  way  of  heaven. 

The  further  one  travels, 

the  less  one  may  know. 

Thus  it  is  that  without  moving 

you  shall  know,  without  looking 

you  shall  see,  without  doing, 

you  shall  achieve. 

Lao-tse 


Executive  Gift  Suggestions:  Over 
3,000  "Thoughts"  now  available  in 
574-page  book  at  $9.95.  Also  Fact 
and  Comment— t/ie  most  quoted 
editorials  of  Malcolm  Forbes  in 
hardcover  at  $7.95.  Send  check(s) 
to:  Forbes  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  appro- 
priate sales  tax  on  New  York  State 
orders. 


It  is  easy  in  the  world  to  live 
after  the  world's  opinions, 
it  is  easy  in  solitude  to  live 
after  our  own;  but  the  great  man  is 
he  who  in  the  midst  of  the  crowd 
keeps  with  perfect  sweetness 
the  independence  of  solitude. 
Ralph  Waldo  Emerson 


A  Text . . . 


Sent  in  by  Paul  T.  Hubbard,  San  Fran- 
cisco, Calif.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  ThouKhis  on  the 
Business  of  Life  is  presented  to  senders  of 
texts  used. 


Yet  a  little  sleep,  a  little  slumber,  a 
little  folding  of  the  hands  to  sleep: 
So  shall  thy  poverty  come.  .  .  . 
Proverbs  6: 10,  II 
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In  Munich,  a  customer  of  worldwide  Citibank  has  developed  an  extraordinary 
new  vehicle— "a  train-without-wheels,  a  plane-without-wings!' 


In  operation,  this  remarkable  vehicle  "floats"  about 
fifteen  miliirneters  above  the  guideway,  on  an  air  gap 
created  by  magnetic  levitation. 

Delicate  sensors,  mounted  on  the  vehicle,  react 
to  controlled  electromagnets  on  armature  rails  fastened 
along  the  guideway,  transnitting  data  that  automatically 
monitor  and  maintain  the  distance  between  vehicle 
and  rails. 

This  prototype  model,  propelled  by  a  linear 
induction  motor,  is  being  tested  iU  -     eds  up  to  150 
mile  -.  an  hour.  Developed  jointly  by  i  German  aero- 
'^^f^  '^^daGennanlocomot'  e  manufacturer, 

;parent.  (Example  -is  a  high-speed 
tiii-c-  ^ance  air  travel.) 


It  is  significant,  but  not  surprising,  how  often 
companies  like  this,  with  an  eye  to  the  future,  look  to 
Citibank.  They  find  here  the  compatibility  of  a  bank 
known  for  innovativeness  — in  services  ranging  from 
direct  loans  or  corporate  cash  management  to  sophis- 
ticated merchant  banking.  Plus  the  resources  of  a 
leading  international  bank,  with  branches,  subsidiaries 
and  affiliates  around  the  world. 

Both  are  extended  by  a  very  real  responsibility 
which  Citibank  recognizes:  to  contribute  actively  and 
effectively  to  the  economic  growth  and  betterment  of 
every  area  we  serve. 

aTIBAN<0 
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Every  4th  American 

depends 

on  United  Way 


Child  care,  family  services,  nutrition  for  the 
elderly,  help  for  the  handicapped,  eye  care, 
many  hospitals  —  almost  every  charity  or 
social  service  you  can  name  depends  on 
United  Way.  In  some  big  cities  it's  1  out  of 
every  3  Americans.  Twenty-two  hundred 
organizations  under  the  United  Way  banner 
help  support  37,000  agencies  with  more  than 
1  billion  dollars  a  year,  at  a  cost  of  less  than 
5%  for  raising  this  impressive  sum. 

And  who  is  United  Way?  In  Cleveland,  for 
example  (a  typical  large  city)  50,000  volun- 
teers (without  pay)  raised  25  million  dollars 
last  year  for  United  Way,  73%  of  it  from 
corporations-for-profit  and  their  employees. 
Of  the  10  who  headed  this  drive,  9  were  chief 
executives  of  their  companies  and  hundreds 
more  were  other  business  men  and  women 
who  gave  up  everything  for  this  vital  drive 
they  considered  so  urgently  necessary  for 
their  city's  life  and  safety. 

The  business  of  United  Way  is  helping 
people.  And  it  is  the  business  community 
which  in  large  measure  makes  it  all  possible. 

Think  about  this  the  next  time  you  read 
about  America's  "rotten  capitalists." 


THE  WARNER  &  SWASEY  COMPANY 

Executive  Oftices   1 1000  Cedar  Avenue  Cleveland.  Ohio  44106 


This  is  our  Turning  Machine  Division's  newest 
addition  to  its  expanding  line  of  2-axis  NO 
turning  machines.  Putting  12  cutting  tools  in 
action,  the  3-SC  machines  large  workpieces 
faster  and  more  efficiently,  producing  vital 
parts  that  keep  America's  industry  moving. 
(Protective  guarding  removed  to  show  ma- 
chine detail.) 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 
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\bu  should  demand  as  much 

from  an  airline  as  any  other 

company  you  do  business  with 


Y^ou  wouldn't  put  up  with 
service  from  your  suppliers 
that's  below  par.  Well,  an  air- 
line is  also  a  supplier.  You 
shouldn't  have  to  settle.  Com- 
promise. Or  excuse.  And  that 
means  your  demanding  the 
same  kind  of  performance  on 
your  business  flight  that  you 
ejqDect  during  the  rest  of  your 
business  day.  Well,  to  Swissair  a 
ticket  is  a  contract.  And  we 
have  to  keep  our  side  of  the 
bargain.  Getting  the  business 
traveller  where  he's  going  in 
the  style  he's  paid  for. 

A  first  class  first  class. 

Unlike  many  other  airlines, 
Swissair  will  not  schedule  an 
all-economy  flight.  No  matter 
where  in  the  world  we're  flying 
(at  last  count  it  was  87  cities  in 
63  countries)  we  provide  first 
class  service.  And  typifying 
Swissair's  first  class  service  is 
our  maitre  de  cabin.  More  a 
maitre  d'hotel  than  an  ordinary 
steward,  he  carries  on  the  leg- 
endary Swiss  tradition  of 
service.  Checking  to  make  sure 
your  wine  is  served  in  the  cor- 
rect glass.  That  the  lobster  hors 
d'oeuvres  are  properly  gar- 
nished. And  making  sure  that 
you're  attended  to  when  you 
want  attention,  and  left  alone 
when  you  want  to  be  left  alone. 

Economy  isn't  second  class. 

Just  because  you're  sitting  in 
the  back  of  the  plane,  you  won't 
get  the  back  of  our  hand.  While 
some  airlines  might  economize 
in  economy  with  plastic  plates 
and  miniature  utensils,  Swissair 
serves  you  with  china  and  full- 
sized  knives,  forks  and  spoons. 


We  help  you  do  a  better  job. 

The  business  traveller  should 
expect  his  airline  to  help  him 
go  about  his  business.  So  we  at 
Swissair  will  arrange  for  limou- 
sines, conference  rooms,  even 
secretaries  and  translators,  any- 
where in  the  world  we  fly. 

We're  businessmen,  too. 

The  business  traveller  made 
Swissair  into  a  better  airline. 
So  expect  a  lot  of  us,  because 
the  people  who  run  our  airline 


are  also  demanding  Dusiness- 
men.  Swiss  businessmen. 

For  reservations  and  infor- 
mation about  Swissair's  daily 
wide-body  flights  from  New 
York,  Boston  and  Chicago,  plus 
DC- 10  service  from  Montreal 
and  Toronto,  see  your  TRAVEL 
AGENT,  corporate  travel  con- 
sultant or  local  Swissair  office. 

SWISSAIR-h 

We  take  on  the  world's 
most  demanding  business  travellers. 
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Put  This  In  Your  Pipe 

Forbes  Staff  Writer  David  Warshf  is  something  of  a  maverick  in  the  way 
he  looks  at  economics.  His  reaction  to  our  July  15  cover  story  ("Out  Of 
Oil;  Next  Station  12,000  Miles")  was  exuberant  to  say  the  least.  Waving  at 
Forbes'  editor  a  book  from  the  pile  that  constantly  surrounds  him  (as  birds 
surrounded  St.  Francis),  Warsh  burst  out:  "It's  just  like  the  opium  trade!" 

The  editor  was  somewhat  annoyed  at  the  interruption,  but  his  curiosity 
was  piqued.  The  opium  trade?  In  that  article.  Senior  Editor  James  Cook 
hadn't  said  anything  about  opium.  He  pointed  out  that  the  U.S.  spent 
less  than  $4  billion  importing  oil  in  1971  but  will  spend  $35  billion  this 
year;  that  we  seem  neither  able  to  use  less  energy  nor  develop  coal  and 
nuclear  alternatives  to  imported  oil. 

Editor:     "Why    are     you 
hassling  me  about  opium?" 

Warsh:  "It's  pretty  sim- 
ple, a  story  of  two  addic- 
tions. America  used  hardly 
any  oil  at  all  at  the  begin- 
ning of  the  20th  century. 
Well,  viitually  nobody  in 
China  smoked  opium  at  the 
beginning  of  the  19th  cen- 
tury, either.  Along  came 
the  English  and  developed 
a  market  for  it  around  Can- 
ton—pretty soon  the  addicts  were  crazy  for  it,  even  though  their  govern- 
ment tried  to  ban  the  dope.  By  1840  something  like  seven  out  of  every 
ten  adults  in  the  coastal  provinces  were  hooked.  They  became  a  nation 
of  hopheads.  We  have  become  a  nation  of  gasoholics.  Black  Gold,  White 
Gold,  what's  the  difference?" 

Editor:  "Come  off  it,  Dave.  Look,  opium  rots  your  brain.  Oil  is  good, 
cheap  energy— cheap,  probably  even  at  $12  a  barrel." 

Outlines,  plans,  clippings  fell  out  of  Warsh's  pockets,  but  he  bolted  on. 
"Simply  entertainment  vs.  energy.  There  certainly  is  no  difference  to  the 
pushers— England  got  rich  off  opium  just  like  the  Organization  of  Petroleum 
Exporting  Countries  got  rich  off  oil.  The  government  of  India  supported 
itself  by  establishing  a  state  monopoly  of  opium,  and  the  go\ennnent  of 
England  taxed  the  dickens  out  of  the  tea  for  which  the  opium  was  traded. 
In  other  words,  Chinese  hopheads  were  supporting  the  Stately  Homes  of 
England." 

The  editor  was  still  skeptical,  but  he  did  see  some  light.  "Well,  sure,"  he 
said.  "American  gasoholics  are  supporting  those  foreign  governments.  In- 
stead of  taxing  their  own  people  to  buy  armaments,  the  OPEC  nations  are 
soaking  people  in  foreign  countries  who  use  imported  oil.  The  Saudi  king 
will  have  a  very  impressive  fly-past  on  his  next  birthday,  and  you  and  I 
will  be  paying  for  it." 

Sensing  he  had  a  near-convert,  Warsh  plowed  on:  "The  Chinese  saw 
that  although  the  British  were  buying  their  tea,  the  tea  wasn't  earning 
them  any  foreign  exchange;  in  fact,  silver  was  pouring  out  of  the  kingdom 
at  an  alarming  rate.  It  wasn't  that  the  Chinese  were  smoking  opium  faster 
than  the  British  were  drinking  tea.  It  was  just  that  the  Briti.sh  had  manijiu- 
lated  the  terms  of  trade  against  the  Chinese.  An  awful  inflation  was  the  result. 

{Continued  on  pafie  H7) 
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The  Rich  life. 


More  and  more  it's  being 
rediscovered  these  days.  By  the 
young  and  not  so  young  who  are 
getting  back  to  the  land.  Back  to 
nature  and  the  country  and  to 
freedom.  Where  America  grew  up. 

These  are  our  kind  of  people. 

We  re  United  Telecom, 
operating  the  3rd  largest 
telephone  system  in  the  nation. 
We  serve  millions  of  people  in 
nearly  3,000  communities  across 
America.  All  are  rural  or 
suburban.  None  is  over  65,000 
population.  All,  rich  in  their  way. 

Which  puts  us  in  mind,  in  this 
special  year  for  our  nation,  of  the 
people  who  built  it.  And  of  the 
enterprise  system  based  on 
freedom  that  encouraged  their 
achievement,  instead  of  stifling  it. 

Perhaps  this  ripple  back  to 
the  country  represents  a  quiet 
yearning  for  the  freedoms  of 
another  time. 

Perhaps  it's  a  signal,  for  all  of 
us  who  care,  to  stand  up  for 
freedom. 

Again. 


United  lelecom  ■■■ 

United  Telecommunications,  Inc.    HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


United  Telecommunications,  Inc.,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112. 

United  Telecom  companies:  United  Telephone  System,  United  Computing  Systems,  Nonh  Electric  Company. 

New  York  Stock  Exchange  symbol;  UT  Newspaper  listing:  UniTel 


earnings  for  the  6  months 
ended  June  30.  Earnings 
rose  55%  on  a  16%  increase 
in  revenue  over  the  year 
earlier  period. 


1st  Half 
Revenues* 


1s(  Half 

Earnings 

Per  Share 


$89  7 

1 

45C 

1975        1976         1975        1976 
•In  Millions 

Much  of  this  increase  in 
earnings  is  attributable  to 
our  Southern  California 
cement  operations.  Earn- 
ings also  benefited  from 
reduced  fuel  costs  as  the 
result  of  the  conversion  of 
our  three  Western  cement 
plants  from  the  burning  of 
natural  gas  to  the  burning 
of  coal.  On  the  basis  of  per- 
formance to  date,  we  antic- 
ipate our  full  year  earnings 
will  reach  $1.30  to  $1.35 
per  share  versus  the  $1.01 
earned  in  1975.  Revenues 
could  approach  $200  mil- 
lion, as  compared  to  $167.2 
million  last  year.         m^!^^^ 

In  addition  to  being  one  of 
the  nation's  leading  pro- 
ducers of  cement,  Amcord 
also  manufactures  metal 
building  systems  and  home 
leisure  products,  m  j 


William  T.  Pascoe,  III 
Chairman  of  the  Board 
and  Chief  Executive  Officer 


Listed  NYSE.  PSE    Symbol  AAC, 


WilliamT  Pascoe.  III.  Chairman  cc 

Anncord,  Inc 

610  Newport  Center  Drive 

Newport  Beach.  California  92663 

I  want  to  hear  more  about  your  company 
and  the  industries  it  serves    My  card 
IS  attached 


Trends  &Tangents 


Foreign 


Provide,  Provide 

If  initial  soil  reclamation  studies 
prove  encouraging,  Egypt,  together 
with  a  number  of  Austrian  firms,  will 
go  ahead  with  a  three-year  plan  for 
turning  30,000  acres  in  the  arid  Suez 
Canal  Zone  into  an  $80-million  agri- 
cultural complex  yielding  (among 
other  things)  fruits,  grain,  beef  and 
poultry.  Banks  in  Kuwait  and  Saudi 
Arabia,  countries  interested  in  securing 
nearby  and  politically  sympathetic 
food  supplies  for  the  Arab  world,  will 
finance  70%  of  the  project;  Austrian 
sources  the  rest. 


Business 


The  Old  image  Passetli 

Though  BanlcAmericard  has  grown 
to  be  a  lusty  $12-billion  operation,  pa- 
rent Bank  of  America  is  unhappy  with 
its  offspring's  name  for  two  reasons. 
First,  that  word  "bank"  is  considered 
unfortimate,  since  the  card's  issuers 
also  include  credit  unions  and  savings 
&  loan  associations,  and  some  people 
don't  like  banks  anyway.  Second,  the 
word  "America"  carries  negative  con- 
notations in  many  countries  where  the 
card  is  used.  So  a  new,  more  neu- 
tral and  sexier  name,  "Visa,"  has  been 
trademarked  and  a  multimillion-dol- 
lar ad  campaign  commissioned, 
though  actual  launching  of  the  cam- 
paign awaits  final  approval  of  the 
name  change  by  the  bank's  directors. 
Incidentally,  there  is  no  indication 
that  major  competitor  American  Ex- 
press is  about  to  change  its  name. 

Glitter  Comeback 

Sales  of  gold  jewelry,  which  had 
been  declining  since  1971  because  of 
the  high  price  of  gold,  a  worldwide 
economic  recession  and  a  fashion 
trend  in  silver  jewelry,  staged  a  come- 
back last  year.  The  South  African 
Chamber  of  Mines  reports  that  gold 
consumption  in  jewelry  form  more 
than  doubled  in  1975  over  the  pre- 
vious year  to  532  tons.  While  this 
is  nowhere  near  the  1970-71  peak  of 
1,060  tons,  estimates  are  that  next 
year  gold  jewelry  will  use  from  750 
to  800  tons. 

Vino  Italiano 

Italy's  export  figures  suggest  that 
that  country's  legendary  grape- 
stompers  are  very  busy  these  days. 
The  Italian  Trade  Commission  reports 
6.3  million  gallons  of  Italian  table 
wines    were    exported    to    the     U.S. 


through  May  of  this  year,  compared 
with  3.9  million  gallons  for  the  same 
1975  period.  In  fact,  Italy  was  Ameri- 
ca's No.  One  source  of  imported 
wines,  leading  France  by  2.2  million 
gallons  and  Germany  by  3.1  million. 
Moreover,  Italy  expects  to  increase 
its  6%  share  of  tlie  total  U.S.  table 
wine  market,  which  itself  is  expected 
to  double  in  the  next  six  years. 

Cheap  Sleep 

Onetime  motel  owner  Stan  Simon- 
son  couldn't  have  picked  a  better  time 
than  recessionary  1974  to  launch  his 
Budget  Motels  &  Hotels  of  America, 
Inc.,  an  association  of  close  to  1,300 
independent  motels  and  hotels  aiming 
to  ofi^er  "the  best  dollar  value."  The 
company  suppUes  low-cost  bar  soap, 
plastic  glasses,  ice  buckets  and  the 
like  to  members,  as  well  as  credit-card 
service  discounts  and  a  reservation 
and  referral  network.  Their  $100 
membership  fee  also  gets  members  in- 
cluded in  a  directory  that  Simonson 
mails  to  corporations  and  groups  such 
as  salesmen,  truck  drivers  and  retired 
persons  likely  to  be  traveling  oflF-sea- 
son.  While  not  a  major  threat  to 
Holiday  Inns  (1975  revenues:  $917 
mUhon),  BMHA  has  doubled  in  size 
since  1974;  Simonson  estimates  com- 
bined revenues  at  $300  million. 

(Continued  on  page  103) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer,  n  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 
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57years  ago  AIU  began 
developing  a  netwotk  to 
sell  and  service  insurance 
all  over  the  worid. 

Ibdf^,  it's  a  vital  part  of 
an  oi^anization  selling  more 
intemadonal  insurance, 
employing  more  people 
overseas,  and  maintaining 
offices  in  more  countries, 
than  anv  other  insurance 


group  in  the  world. 
That  organization  is 


^(^  American  International  Group 

Dept.  240-609-69 

102  Maiden  Lane.  NY.  10005 

AIG. 

Please  send  more  information 
about  your  organization  and  services. 

Name__ 

Title 


Company. 
Address 


City State. 

Zip Phone 


If  I  hove  to  go  to  New  York. 
I  wont  oil  of  if/ 

Boy  do  I  comploin 
when  I  hove  to  go  to 
New  York  on  business. 
Its  Q  hossle  ond  o  grind 
ond  too  nnuch  worl^. 
Except  when  I  get  there. 
Then,  for  the  week,  I  o  I  ways  wish 
thot  I  lived  there. 

I  con  olwoys  find  some  little 
"chotchko"  fronn  Design  Research  or 
Georg  Jensen  to  bring  bock  and 
show  off. 

If  I  hove  to  go  to  New  York,  I  wont 
oil  of  it.  I  stay  QtThe  Biltnnore.  Whether 
I'nn  in  the  lobby  or  nny  room,  I 
know  I'm  in  New  York.  (Then  there's 
that  great  check  out  system.  I  just 
drop  off  my  key  They  bill  me  later) 
Once  I  hod  to  stay  in  one  of  those 
big  chain  hotels  that  could  be  in  any 
cit/  in  the  country  and  probably  is. 

Then  you  should 
hove  heard  me. 


The  Siltmore 


40rd  G  Modison 

(800)  221-2690.  In  New  York  Srote,  col 

(800)  522-6449.  In  the  city  66)17)7 


Coll  your  corporore  frovel  office  or  rrovel  ogenf. 


Readers  Say 


Solution  Seems  Further  Away 

Sir:  Re  "The  Invisible  Crisis"  {July 
15).  When  .  .  .  constraints  against  de- 
velopment of  the  nation's  strippable 
coal  reserves  are  put  against  a  known 
107%  increase  in  oil-fired  power  plants 
over  the  next  decade,  a  solution  seems 
even  further  away.  More  distressing, 
too,  is  the  fact  that  no  one  has  yet 
mentioned  the  shortage  of  metallurgi- 
cal coal  that  some  utilities  now  fran- 
tically buy  in  "spot"  price  purchases 
of  $60  a  ton  to  comply  with  Clean 
Air  Act  regulations.  .  .  .  Sulfurous 
emissions,  acres  of  sludge  and  the  ex- 
treme possibility  of  imminent  gasoline 
rationing  pale  into  insignificance 
when  our  eventual  survival  and  full 
employment  are  considered. 

— L.  William  Richardson 

Energy  Consultant, 

Gaithersburg,  Md. 

That  "Ugly  Stuff" 

Sir:  In  "The  Wages  Of  Sin"  {Fact 
6-  Comment,  Aug.  15),  your  calling 
field  com  "that  inedible,  ugly  stuff," 
just  made  me  see  red.  In  your  plush 
offices,  you  do  not  come  in  contact 
with  the  real  reason  that  you  so  much 
enjoy  bacon,  ham  or  steak.  This 
"ugly  stuff"  is  the  real  breadbasket  of 
the  nation.  It  is  yellow  gold  in  the 
Midwest.  Incidentally,  those  who  raise 
and  nourish  the  "ugly  stuff"  are  some 
of  the  largest  investors  in  the  stock 
market  today. 

—Dick  Schuman 
Decorah,  Iowa 

Sir:  Had  you  ventured  further  in- 
to the  cornfields,  you  would  have 
found  the  good  corn  where  it  is  care- 
fully hidden  amid  the  rows  of  "ugly 
stuff."  It  is  an  old  and  wisely  prac- 
ticed system. 

—Michael  Ferbeb 
Warwick,  N.Y. 

Dramatic  Savings 

Sir:  Re  "Great  Railroad  Scramble" 
{July  15).  Mergers  that  overlook  tra- 
ditional regional  boundaries  and 
produce  railroads  that  are  truly  trans- 
continental [would  have]  minimal  ef- 
fect on  operating  and  maintenance 
personnel.  The  financial  benefits,  in- 
stead of  arising  from  the  elimination 
of  duplicating  facilities  and  sei^viccs 
such  as  anticipated  in  the  Penn  Cen- 
tral merger,  would  come  from  a  sharp 
reduction  in  costs  associated  with  in- 
terline freight  business.  Today,  with 
more  than  50%  of  the  nation's  rail 
business  moving  over  two  or  more  rail- 
(Continued  on  papr  104) 
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was  wondering  if  I  could  possibly  borrow  a  cup 
of  Johnnie  Walker  Black  Label!^ 


12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND.  IMPORTED  BY  SOMERSET  IMPORT|i,  LTD.,  N.Y.,  N.Y. 
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Clark  tractor  shovels  move  coal  fast. 


Clark  300-ton  crane  lifts  world's  largest  electric  motor. 


,;  Olark  all-wheel  drive  graders  give  30%  more 
*s  tractive  effort  than  articulated  graders. 
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Clark  Ranger  log  skidders  move  timber  over  rough  terrain. 


New  Clarklift  C-300  models  meet  tough 
performance  standards  economically. 


Clark  gets 
it  done. 


You  can  count  on  it.  Because  the  equipment 

is  good  to  begin  with.  And  because  your  Clark  dealer 

knows  how  to  keep  it  that  way.  When  you're  under 

pressure  to  get  a  job  done,  that's  good  to  know. 

Clark  Equipment  Company,  Buchanan,  Michigan  49107 


World's  largest  planetary  axle  before  installation 
in  the  Clark  675  tractor  shovel. 
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Meiroe  Bobcat  loader  maneuvers 
in  tight  quarters. 


How  a  Key  Agent  of  The  Home 
provided  a  down-to-earth  solution 
to  a  '^compiex''  insurance  probiem. 


R.T.  Management  is  a  company  responsible 
for  11  apartment  complexes  in  Texas  and  New 
Mexico— 84  buildings  in  all  with  over  800 
apartments.  As  R.T.'s  responsibilities 
increased,  so  did  their  insurance.  Eventually, 
they  had  26  different  policies,  each  with  a 
separate  premium  and  renewal  date. 

That's  when  Home  Key  Agent  Jimmie 
Krigbaum  of  Concord  Insurance  Agencies 
of  El  Paso  was  called  in.  Jimmie  provided  a 
down-to-earth  solution  by  converting  those 
26  policies  into  two  Home  contracts.  Best 
of  all  he  gave  R.  T.  Management  a  more  effi- 
cient, more  economical  insurance  program. 

Simple  solutions  to  complex  problems. 


Just  one  more  reason  why— when  it  comes 
to  insurance— your  Home  Key  Agent  is 
the  key  man  to  see.  He  gives  you  that 
"Something  Extra:' 

For  the  names  of  Key  Agents  nearest  you, 
write  to  Customer  Service,  The  Home 
Insurance  Company,  59  Maiden  Lane, 
New  York,  N.Y.  10038  or  look  for  them  in 
the  Yellow  Pages. 

TiieHome  \x\ 
Insurance^  *" 
Company 

ACity  Investing  Company 


hoi  ne  Key  Agents  give  you  that  ''Something  Extra'/ 


'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


OUR  NATION'S   EMPLOYMENT  FIGURES   ARE  MOST  HAPPY   ONES 

It's  the  unemployment  figures  that  are  not. 

COMPUTERS   HAVE  MADE  US   INDIVIDUALS 


IBM's  CEO  Frank  Gary  is  one  of 
the  too  few  statesmanhke  heads 
among  the  corporate  giants.  At  kinch 
with  him  the  other  day  there  was 
talk  of  the  public's  presumed  antip- 
athy to  the  whole  computer  syn- 
drome—people feeling  they'd  been 
impersonalized  by  the  numbers,  and 
feeling  vaguely  resentful  of  it. 

Come  to  think  of  it,  though,  hasn't  the  computer  ac- 
tually made  each  of  us  an  identifiable  individual  most  any- 
where in  this  country  and  throughout  the  world? 

Take  the  credit  card  as  an  example. 

In  the  old  days,  to  go  anywhere  you  had  to  have  cur- 
rency in  hand  or  use  elaborate  and  cumbersome  credit 


drafts.  Have  you  ever  come  across  a  restaurant  or  a  hotel 
or  a  store  that  posts  a  sign  saying  that  personal  checks 
are  accepted?  If  that  miracle  proves  possible  in  places 
you're  not  known,  it's  only  because  they  take  your  credit 
card  number  or  driver's  license  numerals  and  can  almost 
instantly  verify  you  are  a  person  of  some  credit,  one  who 
has  to  date  paid  his  bills. 

It's  high  time  we  realized  that  computers  have  really 
given  us  all,  by  virtue  of  the  numbers,  an  instantly  identifi- 
able person-ness.  All  too  quickly,  perhaps  all  too  much 
can  now  be  known  about  thee  and  me— in  almost  less  time 
than  it  takes  to  write  our  name  and  address. 

Far  from  making  us  anonymous  automatons,  the  miracle 
of  the  computer  has  established  our  individual  identities 
everywhere  and  instantly. 


AIR  TRAFFIC  CONTROLLERS   ARE  SPECIAL 

because  while  at  work  their  direct  responsibility  for  the  tion   Administration,   but  air  traflBc   controllers'   concerns 

lives  of  air  passengers  is  near  total  and  mostly  ceaseless.  should  concern  us  all.  There  are  on  occasion  such  things 

I  know  nothing  about  the  merits  of  their  recent  dispute  as  special  people  and  special  cases,   and  here  is  a  case 

with  the  Civil  Service  Commission  or  the  Federal  Avia-  in  point. 

TITO'S   ROYAL   SUPPORT 


The  United  States  is  as  concerned  for  Tito's  survival 
(despite  his  annoyance  with  our  ambassador)  as  the  Rus- 
sians are  anxious  for  his  demise.  Since  this  tough  Com- 
munist.  dictator  successfully  thumbed  his  nose  at  StaUn 
in  1948,  the  Russians  have  tried  everything  to  dislodge 


ler's  invasion,  and  kept  out  since.  Alexander  expressed  a 
concern  not  unlike  that  of  our  State  Department.  After 
Tito,  for  whom  time  is  running  out,  who  will  be  able  to 
hold  together  the  fractious  Slovenes,  Serbs,  Croatians? 
Indirectly  or  if  necessary,  directly,  the  Russians  are  pre- 


him,   to  yank  Yugoslavia  back  behind  the  Iron  Curtain  pared  to  move  by  means  of  fifth-column  puppets  or  other- 

as  they  did  Czechoslovakia.  wise  to  bring  Yugoslavia  to  heel. 

I  was  quite  surprised  to  hear  Prince  Alexander  of  Yugo-  Again  the  Balkans  could  resume  their  historic  role  as 

slavia,  too,  express  firm  support  for  Tito.  His  brother  was  the  tinderbox  of  Europe.  And  for  now,  only  Marshal  Tito's 

the  last  king  before  the  royal  family  was  run  out  by  Hit-  life  is  the  lid. 
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REMEMBER? 

The  current  spate  of  catastrophe  films  reminds  me  of  the  most  horrific  skyscraper 
True  Story  that  happened  31  years  ago.  Those  of  us  around  at  the  time  will  probably 
never  lose  the  memory— once  again,  the  truth  was  more  extraordinary  than  fiction. 


"Ml  the  News 
That's  Fit  to  Pnnf 


Slje  N^tir  Jj0rk  ®tm^j5. 


Section 


BOMBER  HITS  EMPIRE  STATE  BUILDING. 
SETTING  IT  AFIRE  AT  THE  79TH  FLOOR; 
13  DEAD,  26  HURT;  WIDE  AREA  ROCKED 

By  FRANK  ADAMS 


A  twin-engined  B-25  Army  bomber, 
lost  in  a  blinding  fog,  crashed  in- 
to the  Empire  State  Building  at 
a  point  915  feet  above  the  street 
level  at  9:49  a.m.  yesterday.  Thir- 
teen persons  were  killed  in  the  ca- 
tastrophe, and  26  were  injured.   .   .   . 

Horror-stricken  occupants  of  the 
building,  alarmed  by  the  roar  of 
engines,  ran  to  the  windows  just 
in  time  to  see  the  plane  loom  out 
of  the  gray  mists  that  swathed 
the  upper  floors  of  the  world's 
tallest  building.  ...  It  crashed  with 
a  terrifying  impact  midway  along 
the  north  wall  of  the  building.  .  .  . 
ripped  a  hole  18  feet  wide  and 
20  feet  high  in  the  outer  wall.  .  .  . 
Cascading  torrents  of  flaming  gas- 
oline poured  through  the  78th  and 
79th    floors,     setting     fire     to     every- 


thing. The  burning  fuel  ran  down 
stair  wells  into  hallways  as  far  as 
the  75th  floor,  while  choking  fumes 
and  smoke  rose  upward  to  the 
observatory. 

.  .  .  within  eight  minutes  four 
alarms  were  sounded,  bringing  23 
fire  companies  and  41  pieces  of 
apparatus  to  the  scene.  .  .  .  But 
the  firemen  had  a  difficult  time 
getting  up  to  fight  it,  because  the 
building  elevators  could  not  op- 
erate above  the  60th  floor.  From 
that  level  the  firemen  toiled  on 
foot  to  the  78th  and  79th  floors. 
Much  to  their  relief  they  found 
that  the  building's  pipes  were  un- 
damaged by  the  blast  and  that 
there  was  ample  water  pressure 
to  fight  the  flames.  .  .  .  The  flames 
were  put  out  in  40  minutes.  .  .  . 


©  1945  by  The  New  York  Times,  reprinted  by  permission. 


TITLES   NO  LONGER  TELL  THE  TALE 

The  following  memo,  complete,  is  from  a  New  York  State  hospital  administrator: 

To:  ALL  DEPARTMENT  HEADS 

For  your  information,  Mr 's  title  has  been  changed 

from  Executive  Housekeeper  to  Director  of  Environmen- 
tal Services.  The  Housekeeping  Department  will  hence- 
forth be  called  the  Environmental  Services  Department. 


LAMENT  FOR  A 

Fifty  years  ago  this  summer  I  first  crossed  the  ocean 
on  one  of  the  fabled  Atlantic  liners,  Aquitania.  In  the  de- 
cades that  followed,  fabulous  floating  palaces  reached  their 
greatest  glory  as  the  Powers  vied  for  blue-ribbon  prestige 
right  up  to  the  outbreak  of  World  War  II— Britain's  Queen 
Mary  and  Queen  Elizabeth;  Italy's  Rex  and  Conte  di 
Savoia;  Germany's  Bremen  and  Europa;  the  S.S.  United 
States  of  the  U.S.;  Holland's  New  Amsterdam  and  Rotter- 
dam; France's  He  de  France  and  Normandie. 

It's  hard  to  believe  that  most  people  today  would  find 
it  hard  to  believe  that  these  proud  monsters  of  the  sea 
provided  the  only  way  to  go.   It  wasn't  even  news  the 

MONEY'S   FUN 

when  you  have  some. 
Having  none,  ain't  none. 


GREAT  GONE   ERA 

first  time— in  1957— that  more  people  went  to  Europe  by 
air  than  on  the  sea. 

Sadly,  all  the  great  ships  are  gone.  Like  the  clipper 
ships    that   preceded   them,    only   the   memories    remain. 

Before  the  Queen  Elizabeth  2— last  sizable  vestige  of  that 
Atlantic  armada— departs,  too,  I  recendy  sailed  home  on 
it.  Just  20  days  after  riding  the  Concorde. 

What  a  contrast! 

Replacing  the  S.S.s  with  SSTs  saves  an  incredible 
amount  of  time,  but  at  the  price  of  losing  a  near-priceless 
lifestyle.  Now  we  can  live  faster,  but  probably  less  long. 

Maybe  Progress  needs  redefining. 

MONEY   IN  THE   BANK 

means  independence; 
too  much,  dependence. 
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-MALCOLM  S.  FORBES, 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Carterize  the  Enemy? 

Part  of  the  energy  core  of  the 
Carter  campaign  is  the  bundled  re- 
sentments of  the  insiders.  Most  of  the 
insiders  are  outsiders;  they  had  the 
wrong  accents,  went  to  the  wrong 
schools,  had  the  wrong  friends,  got 
the  wrong  jobs.  The  folks  who  oc- 
cupied the  twenty-first  floor  of  the 
Americana  during  convention  week 
are  not  crazy  about  people  they  be- 
lieve had  it  easy.  .  .  .  But  you  get  over 
that.  First,  you  find  out  that  most  peo- 
ple came  from  Jersey  City  or  some 
small  town  south  of  nowhere.  Then 
you  find  out  that  the  Harvards  and 
the  Yalies  aren't  so  bad,  they  just 
command  more  literary  allusions.  Al- 
so, you  find  out  they  ain't  that  smart— 
as  the  Carters  well  know.  Getting  even 
is  no  way  to  live,  and  it  sure  isn't  any 
way  to  run  a  campaign  or  a  country. 

Anyway,  that's  what  I  think  was 
wrong  with  the  Carter  convention. 

—Richard  Reeves, 
New  York  magazine. 

Tanks  for  the  District 

Army  generals,  reared  on  the  glories 
of  armored  warfare  in  World  War 
II,  remain  convinced  that  the  tank  re- 


mains the  principal  weapon  of  land 
warfare.  Not  only  is  the  institutional 
pride  and  prejudice  of  the  Army  at 
work,  but  in  the  ways  of  the  military- 
industrial-Congressional  complex,  thp 
program  is  beginning  to  be  enveloped 
in  vested  interests. 

AVCO's  Lycoming  division,  for  ex- 
ample, recently  issued  a  press  re- 
lease proclaiming  that  if  its  tank  en- 
gine were  adopted,  "approximately 
$60  million  more  a  year  in  new 
business  would  be  pumped  into  the 
Connecticut  economy."  With  that  kind 
of  blandishment.  Congress  presum- 
ably will  not  be  inclined  to  pursue 
the  question  of  whether  a  new  main 
battle  tank  is  really  needed. 

—John  W.  Finney, 
New  York  Times. 

Expensive  Switch 

...  It  is,  after  all,  rather  difficult 
to  turn  a  rancher  into  a  wheat  farmer 
—regardless  of  the  fact  that  he  might 
make  higher  profits  by  switching. 
Generally  it  is  only  when  the  current 
owner  dies  or  retires  that  land  is  con- 
verted from  one  use  to  another.  And 
even  then  it  is  very  difiicult  for  a 
new  farmer  to  get  started  unless  he 
has  substantial  resources  behind  him. 


The  normal  scale  of  operation  for  a 
Great  Plains  wheat  farm  requires  up- 
wards of  $500,000  in  capital. 

—Lewis  Beman, 
Fortune. 

Highbrow  on  High  Brows 

Mrs.  [Diana]  Vreeland  [former  edi- 
tor of  Vogue]  helped  her  assistant 
place  a  tiara  on  "Madame  Sans- 
Gene,"  the  heroine  of  a  1925  film 
starring  Gloria  Swanson.  "Farther 
back  on  the  brow,  Andre,"  Mrs.  Vree- 
land said.  "The  more  imperial  you  are, 
the  higher  on  the  brow." 

—George  W.S.  Trow, 
The  New  Yorker. 

Cal  on  Phones  &  Cars 

At  the  White  House  one  evening, 
when  Walter  S.  Gifford,  president  of 
American  Telephone,  in  reply  to  Mr. 
Coolidge's  expressed  view  that  the 
telephone  business  must  be  near  the 
saturation  point,  explained  that  he 
did  not  think  so  seeing  that  there 
were  actually  more  automobiles  than 
telephones  in  this  country,  the  Presi- 
dent slyly  observed,  "People  can't 
show  off  in  telephone  booths." 

—B.C.  Forbes, 
Little  Bits  About  Big  Men  (1940). 


HAROLD   STASSEN'S   YOUTH  MOVEMENT 

by  M.S.  Forbes  Jr. 


On  the  eve  of  the  Republican 
convention,  I  read  a  small  item  in 
the  newspaper  that  former  Min- 
nesota Governor  Harold  Stassen, 
making  his  umpteenth  bid  for  the 
presidency,  had  recommended  that 
the  GOP  platform  praise  Richard 
Nixon  by  name  for  whatever  good 
deeds  he  had  done  as  President. 

No  one,  of  course,  paid  Stassen 
any  heed,  but  the  press  item  vivid- 
ly, brought  to  mind  my  brief  brush 
wjth  Stassen's  1964  presidential 
campaign. 

Hard  as  it  is  to  beUeve  today, 
Stassen  very  nearly  became  Presi- 
dent in  1948.  He  had  first  come  to 
national  attention  when,  at  age  30, 
he  was  elected  Governor  of  Min- 
nesota. He  quickly  gained  a  repu- 
tation for  being  an  able,  progres- 
sive administrator.  He  served  a 
well-publicized  stint  in  the  Navy 
during  World  War  II  and,  after 
the  war,  started  campaigning  for 
the  presidency.  He  did  well  in  the 
1948  Republican  primaries.  The 
showdown    between    Stassen    and 


Thomas  Dewey  came  in  Oregon, 
where  Dewey  beat  him  by  a  hand- 
ful of  votes. 

If  Stassen  had  won  in  Oregon, 
he  would  probably  have  been  the 
Republican  nominee  and,  being  an 
energetic  campaigner,  he  might 
well  have  beaten  underdog  Harry 
Truman  in  November. 

After  Oregon,  though,  Stassen's 
career  quickly  went  downhill.  He 
sewed  a  disastrous  stint  as  presi- 
dent of  the  University  of  Pennsyl- 
vania and  made  a  feeble  bid  for 
the  presidency  in  1952.  His  next 
move  was  to  try  to  force  then- Vice 
President  Richard  Nixon  off  the 
GOP  ticket  in  1956.  His  antics 
helped  assure  Nixon's  renomina- 
tion.  In  1958  Stassen  ran  for  Gov- 
ernor of  Pennsylvania,  losing  the 
Republican  primary  to  a  pretzel 
maker.  One  year  later,  he  made  a 
bid  for  the  mayoralty  of  Philadel- 
phia and  was  trounced.  In  1964, 
Stassen  was  once  more  running  for 
President. 

At    the    time,    I    was    attending 


secondary  school  in  Massachusetts 
and,  as  a  good-natured  prank, 
organized  the  Students  for  Stas- 
sen Movement.  For  a  brief  while. 
Students  for  Stassen  became  the 
school's  largest  organization.  Our 
first  and  only  act  was  to  send  out 
a  press  release  to  numerous  New 
England  newspapers  proclaiming 
that  our  existence  was  a  sign  that 
Harold  Stassen's  candidacy  was 
gaining  considerable  momentum 
and  that  he  would  win  the  New 
Hampshire  primary.  (After  spend- 
ing $100,000,  Stassen  polled  1%  of 
the  vote.)  By  spring.  Students  for 
Stassen  disappeared. 

That  summer  at  the  GOP  con- 
vention in  San  Francisco,  I  ran  into 
Stassen  and  introduced  myself.  "Oh, 
yes!"  said  he.  "You're  the  one 
who's  heading  up  my  youth  move- 
ment.  I'm   pleased   to   meet   you." 

Stunned,  I  could  only  wonder 
at  what  it  could  be  that  drove  this 
once-respected  national  figure  to 
continue  making  a  public  fool  of 
himself. 
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Manner. 

He's  making  up  for  lost  time 
in  customer  payments. 


Jim  isn't  taking  the  lag  in  customer 
payments  lying  down.  He's  solving  the 
problem  with  a  total  cash  management 
system  designed  for  his  company  by 
The  Northern  Trust.  It  includes: 

A  lockbox  collection  system  utilizing 
a  unique  zip  code  (60675)  and  an  accel- 
erated deposit  collection  system. 

A  cash  disbursing  system  that  man- 
ages payouts  and  controls  the  use  of 


funds  through  zero-balance  accounting. 

A  cash  concentration  system  that 
mobilizes  funds  on  a  timely  basis 
through  a  bank-prepared  depository 
transfer  check  system. 

A  cash  reporting  system  designed 
to  serve  his  company's  short  term  fore- 
casting needs  through  utilization  of 
same  day  reporting  information. 

Put  them  all  together  and  what  do 


you  have?  A  profit  center  where  there 
used  to  be  a  problem  area.  Jim  can  tell 
you.  So  can  lots  of  other  cash  managers. 
If  you  would  like  to  find  out  more 
about  these  services  for  your  company, 
we  suggest  you  contact  Michael  R. 
Zook,  Vice  President,  at:  The  Northern 
Trust  Bank,  50  South  LaSalle  Street, 
Chicago,  Illinois  60690.  Telephone 
(312)  630-6000. 


The  Northern  Trust  Bank 

Bring  your  I'iniUKtiaJ  fiiluro  to  us. 


Forbes 


Hubris  In  St.  Louis? 

Or 

Dave  Lewis 

And  Tiie  Lorelei 


Not  content  merely  to  succeed,  some  men  are 
tempted  to  try  to  succeed  where  others  have 
failed.  Is  CD's  Dave  Lewis  one  of  those  men? 


By  LAWRENCE  MINARD 

By  any  standard,  David  S.  Lewis  is 
an  immensely  successful  man.  When 
he  was  young,  40,  he  ramrodded  into 
existence  one  of  the  great  money-mak- 
ing machines  of  the  cold-war  era:  the 
F-4  Phantom  jet  fighter-bomber.  A 
kind  of  supersophisticated  Model  T 
among  combat  aircraft,  the  F-4  has 
fought  in  almost  every  major  war  and 
minor  skirmish  since  the  first  one  rolled 
oflF  the  line  in  1957— and  producing 
nearly  5,000  has  kept  the  cash  regis- 
ters ringing  at  McDonnell  Douglas 
Corp.  in  St.  Louis  ever  since. 

But  Lewis  was  no  one-shot  won- 
der. Now  he  is  across  town  as  chair- 
man of  General  Dynamics  Corp.— and 
he  has  once  again  performed  an  ad- 
mirable trick,  turning  the  money- 
losing  defense  conglomerate  into  an 
able  performer  in  his  nearly  six  years 
in  the  front  ofiBce.  One  after  anoth- 
er, Lewis  set  straight  CD's  problem 
areas— its  fighter  plane  division,  its 
missile  business,  its  commercial  jet 
fuselage  assembly  hne,  its  submarine 
pens,  its  data  processing  division. 

And  that  left  The  Monster. 

The  Quincy  shipyard:  176  acres 
of  Massachusetts  coastline,  birthplace 
of  svtch  great  ships  as  the  Manhat- 
tan, Long  Beach  and  Vanguard— 
and  a  consistent  money-loser  for 
General  Dynamics  since  1963.  Rife 
with  featherbedding,  beleaguered  by 
foreign  competition,  Qunicy  was  just  a 
financial  and  physical  mess,  full  of 
unprofitable  Navy  contracts  and  dirty 
old  shacks  when  Lewis  took  over  in 
1970.  Shipbuilding,  as  a  business, 
didn't  seem  to  make  sense  in  the  U.S. 
It  was  depreciated  down  to  around 
$30  million  on  General  Dynamics' 
books;  it  could  have  been  written  off 
mainly  for  pension  costs. 

But  just  as  CD's  board  was  think- 
ing of  doing  exactiy  that,  along  came 


the  energy  crisis— and  with  it  a  new 
demand  for  world  trafiBc  in  lique- 
fied natviral  gas.  The  newspapers  were 
full  of  it:  Algeria  to  the  U.S.,  Indo- 
nesia to  Japan.  You  couldn't  float  the 
stuff  across  the  oceans  in  balloons: 
Compressed  to  the  density  where  it 
was  economically  feasible  to  trans- 
port, LNG  was  minus  260  degrees 
Fahrenheit.  You'd  need  thousand- 
foot-long  ships.  And  guess  where 
there  were  more  ways  capable  of  han- 
dling the  big  ships  than  anywhere 
else   in   the   U.S.?   At  The    Monster. 

At  this  point,  Lewis  may  well  have 
made  one  of  his  few  serious  mistakes. 
In  business,  as  in  investing,  it's  usual- 
ly smart  to  cut  your  losses;  the  first 
loss  is  the  best  loss,  they  say.  But 
Lewis  decided  not  to  cut  his  Quincy 
losses,  even  though  he  could  have 
gotten  out  cheaply.  He  decided  to 
make  LNG  ships. 

Lewis  did  so  despite  a  lukewarm 
reaction  from  Col.  Henry  Crown, 
CD's  biggest  stockholder.  Crown 
had  opposed  CD's  acquisition  of  the 
yard  under  former  CD  Chairman 
Roger  Lewis  from  the  beginning.  But 
under  new  management,  he  went 
along  on  the  LNG  decision:  "I  was 
not  enthusiastic,  and  I  pointed  out 
some  of  the  risks.  But  I  told  Dave 
[Lewis]  and  Gorden  [MacDonald] 
that  the  executive  committee  would 
accept  their  recommendation." 

Only  Reasonable? 

Lewis  remembers:  "It  looked  to  us 
then  that  if  we  just  got  six  ships  and 
that's  all  we  ever  got,  then  we'd  end 
up  writing  off  as  much  as  if  we'd 
shut  the  yard  down  right  then.  It 
looked  as  if  we  cotJdn't  lose.  And 
maybe  the  LNG  program  would 
flower  and  we'd  have  a  real  money- 
making  operation."  Indeed,  maybe  it 
would  blossom,  and  Lewis  would  have 
another  F-4,  only  this  time  with  $100- 


A  Lorelei  maiden 


milhon-plus-a-copy  tankers  instead  of 
$6-million-a-copy  airplanes. 

Call  it  the  Lorelei  syndrome.  You 
realize  that  you  are  hearing  siren 
songs  when  you  survey  a  scene 
that  by  all  odds  ought  to  be  terrific- 
pollution  control,  prefab  housing,  rail- 
roads, national  magazines,  education- 
al conglomerates.  The  Monster— ex- 
cept that  it  is  littered  with  the  whit- 
ening bones  of  executives  who 
thought  exactly  the  same  thing.  The 
thought  goes  this  way:  If  only  the 
right  combination  of  talent  and  hard 
work  were  broxight  to  bear,  why,  it 
would  be  a  gold  mine!  So  thought 
Robert  R.  Young,  as  he  surveyed  the 
New  York  Central;  EU  Black  when 
United  Fruit  caught  his  attention; 
James  Ling  and  Jones  &  Laughlin. 

During  1973  Lewis  roxmded  up 
business  for  not  just  the  six  ships  he 
needed  to  put  "The  Monster  in  the 
LNG  business,  but  for  ten:  three  for 
the  Algeria-Northeastern  U.S.  trade, 
seven  for  the  haiJ  up  to  Osaka  from 
Borneo's  Badak  gas  fields.  In  each 
case,  the  catalyst  was  Ehas  J.  Kulu- 
kundis,  the  mustachioed  Greek  who 
ran  the  tanker  operation  of  Burmah 
Oil  Co.'s  far-flung  empire.  The  lure: 
CD  would  become  the  General  Mo- 
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tors  of  the  LNG  trade.  There  were 
billions  in  it.  How  much  better  that 
than  an  ignominious  write-down! 

Never  mind  that  GD  had  no  ex- 
perience with  such  high-technology 
vessels.  Never  mind  that  several  other 
shipbuilders  with  experience  were 
building  LNG  tankers.  Never  mind 
that  Bethlehem  Steel  Corp.,  one  of 
the  nation's  most  experienced  ship- 
builders, was  steering  clear  of  the 
LNG  business  altogether. 

The  Very  Silent  Partners 


The  big  difference  between  lU  Inter- 
national's LNG  tanker  Hilli  (left) 

and  General  Dynamics'  ship  (right)  is 
that  Hilli  has  its  spheres  completed. 
The  GD  ship  has  five  big  empty  holes. 


And  above  all,  never  mind  the  way 
other  companies  built  the  850-ton 
spheres  that  were  to  contain  the  gas, 
nestled  in  the  hulls  like  ten-story- 
high  globes.  Other  sphere-builders 
around  the  world  treat  each  job  more 
as  a  custom  project— after  all,  they 
must  be  built  to  excruciating  specifi- 
cations. But  Lewis  bet  he  could  turn 
them  out  on  an  assembly  line. 

Lewis'  first  mistake  was  subcon- 
tracting the  sphere  production  to  Pitts- 
burgh-Des  Moines  Steel— a  company 
short  on  both  capital  and  the  ex- 
perience for  what  GD  wanted.  Two 
years  on  the  job  produced  some  mu- 
tual recrimination  but  no  spheres, 
and,  in  late  1974,  GD  bought  out 
PDM's  Charleston,  S.C.  facilities  and 
pumped  extra  capital  into  the  yard. 
Total  cost:  around  $80  million. 

Meanwhile,  both  gas  transporta- 
tion contracts  had  begun  to  fall  apart. 
The  building  of  the  Algerian  lique- 
faction facilities  was  delayed,  and  the 
Federal   Power   Commission   held   up 


its  approval  of  the  unloading  and  stor- 
age teiTninals  on  Staten  Island,  N.Y. 
and  Pro\'idence,  R.L 

At  BuiTnah  Oil,  Kulukundis'  tank- 
er operation  alone  had  come  close 
to  turning  a  major  international  oil 
company  into  a  shipwrecked  bank- 
rupt. He  had  built  up  Burmah's  tank- 


Defense  contbacting  is  one  thing: 
If  you  are  a  couple  of  months  late 
finishing  a  $50-million  nuclear  sub, 
there  are  not  five  competitors  with 
knockoffs  of  the  very  same  item 
watching  the  calendar  in  hopes  of 
beating  you  out  of  your  contract.  But 
things  are  very  different  in  the  inter- 
national shipping  business— and  Gen- 
eral Dynamics'  Dave  Lewis  must  feel 
as  though  he  has  wandered  into  one 
of  those  Eric  Ambler  novels  where 
a  not-quite-innocent  American  is 
trapped  in  unfathomable  intrigue  on 
the  northern  coast  of  Sumatra. 

Lewis  won't  say  who  his  enemies 
are,  but  it's  amply  clear  he  has  them. 
One  weapon  they  are  trying  to  wield 
against  him  is  clear,  too.  It's  a  poten- 
tially powerful  lever  called  Burmast 
East  Shipping  Corp. 

According  to  the  Federal  Maritime 
Administration  (or  MarAd),  Burmast 
East  is  only  one  of  several  shell  com- 
panies created  to  facilitate  the  three- 
way  deal  between  Burmah  Oil,  Japan 
and  Indonesia.  Burmah  owns  57.5% 
of  Burmast,  and  the  full  faith  and 
credit  of  the  parent  stands  behind  any 
deal  that  Burmast  makes.  But  sidle 
up  to  any  principal— or  would-be  prin- 
cipal—in the  deal  and  whisper  in  his 
ear,  "Who  owns  the  missing  chunk  of 


Burmast  East?"— and  stand  back. 

The  reaction  is  never  genteel,  and 
sometimes  ends  in  shouting.  "Politi- 
cal dynamite,"  says  a  competitor. 

Why?  Because  there  is  a  possibility 
that  Burmast  East  was  the  vehicle 
for  bribery  that  was  necessary  to  put 
the  deal  together— the  shell  company 
was  slated  for  a  good  share  of  the 
profits  from  the  deal.  There  is  specu- 
lation in  international  shipping  circles, 
where  purported  lists  of  the  minority 
shareholders  of  Burmast  circulate  like 
grocery  coupons,  that  among  the  part- 
ners are  Sutowo  and  Kulukundis,  two 
of  the  principal  architects  of  the  en- 
tire deal.  Are  they?  Does  it  matter? 
Forbes  doesn't  know.  Burmah  won't 
talk  about  it.  Neither  Kulukundis  nor 
Sutowo  were  available  for  comment. 
General  Dynamics  doesn't  know,  and 
thinks  it  is  all  a  red  herring. 

Every  so  often,  it's  also  rumored, 
someone  puts  together  a  new  crop  of 
juicy  allegations  and  mails  them  to 
Congressman  Jack  Brooks  (Dem., 
Tex.),  chairman  of  the  Committee  on 
Government  Operations.  It's  this  com- 
mittee's job  to  watchdog  MarAd, 
which  in  turn  approves  the  low-in- 
terest, long-term  loan  guarantees 
Lewis  and  General  Dynamics  depend 
on.  And  who  ut  MarAd  wants  to  rub- 


ber-stamp a  deal— even  though  it  is 
absolutely  legal— that  an  issue-hun- 
gry congressman  just  might  be  able 
to  turn  into  a  new  front-page  bribery 
story?  Yet,  much  more  MarAd  stalling 
could  blow  the  deal  for  GD  and  Bur- 
mah. So  someone  is  using  rumors  to 
beat  Dave  Lewis  over  the  head. 

To  understand  the  full  fla\or  of 
this,  consider:  The  night  Hurricane 
Belle  blew  by  Washington,  D.C.,  a 
nervous  Japanese  correspondent  ap- 
peared at  the  Forbes  bureau  there. 
"Bigger  than  Watergate,"  he  said, 
glancing  about.  "Payoffs  .  .  .  Tanaka 
.  .  .  Nixon  shokku  .  .  .  very  dangerous." 
But  not  a  scrap  of  evidence. 

These  arc,  after  all,  cloak-and- 
dagger  days.  There  is  mystery  sur- 
rounding Burmast  East's  principals. 
Grease  was  grease  in  the  Pacific  long 
before  the  Greater  East  Asian  Co- 
Prosperity  Sphere  came  along.  Su- 
towo and  Kulukundis  are  not  the 
Hardy  Boys.  Is  it  all  a  trick  to  put  the 
burden  of  proof  on  MarAd? 

The  possibility  that  the  rumor  mill 
is  being  used  to  paralyze  MarAd  is 
one  more  thing  Dave  Lewis  has  to 
worry  about.  As  the  chemists  say 
during  the  intrigue  of  the  Ambler 
novels:  It's  not  the  way  things  hap- 
pen back  in  Wilmington,  Del. 
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er  fleet  to  42  vessels,  just  in  time  for 
the  Organization  of  Petroleum  Ex- 
porting Countries  to  send  the  world 
market  into  chaos.  Burmah  continued 
to  eke  out  progress  payments  for  GD 
—but  they  sacked  Mr.  K. 

Firing  was  in  fashion:  The  Ameri- 
cans dumped  a  president,  the  Japan- 
ese a  premier,  and  the  Indonesians 
dumped  Lt.  General  Ibnu  Sutowo, 
Pertamina's  chief,  who  in  effect  had 
hiied  Kulukundis  and  Bui'mah  to  hire 
General  Dynamics  to  build  the  tank- 
ers. The  political  universe  on  whose 
order  Lewis'  dreams  for  The  Monster 
shipyard  was  built  was  decidedly  out 
of  order.  And  suddenly  Lewis'  ships 
with  contiacts  were  on  scarcely  finner 
ground  than  his  competitors'  ships 
without  contracts. 

With  this  difference:  The  compet- 
ing shipyards— building  tankers  for 
lU  International,  Leif  Hoegh  and 
Gaz  Ocean— have  already  produced 
completed  ships.  In  effect,  there  are 
several  other  vessels  completed  or 
nearing  completion  competing  for  two 
of  the  seven  Indonesia-Japan  trade 
charters.  But  GD  has  yet  to  produce 
a  sphere,  much  less  barge  it  from 
Charleston  to  Quincy.  And  the  Jap- 
anese want  to  produce  their  own  ships 
for  the  rest  of  the  business. 

Down  The  Dusty  Path 

With  this  kind  of  glut  in  prospect, 
naturally  the  Japanese  and  the  Indo- 
nesians are  already  jockeying  to  ex- 
tract the  cheapest  possible  charters 
for  the  transportation  deal.  If  that 
means  breaking  the  spiiit  of  their  con- 
tract with  General  Dynamics  by  en- 
forcing the  letter  of  it— and  reneging, 
to  get  their  ships  elsewhere— well, 
almost  nothing  seems  impossible. 

So  it  comes  down  to  this:  Dave 
Lewis  has  not  yet  lost  to  Lorelei.  If 
he  can  deliver  his  first  ship  to  Bon- 
tang,  Borneo,  Indonesia  by  next  sum- 
mer, if  competing  shippers  and  the 
Japanese  shipyards  don't  undo  the 
original  agreements,  and  if  the  U.S. 
Government  approves  the  loan  guar- 
antees, then  Lewis  will  about  break 
e\'en  on  his  first  eight  ships.  But  not 
much  more.  The  world  is  not  on  the 
\erge  of  a  shopping  spree  for  LNG 
tankers,  and  the  assembly  line  prin- 
ciple is  a  long  way  from  paying  off.  If 
the  program  falls  apart.  General  D\- 
namics  will  be  stuck  with  a  monster 
even  more  monstrous.  Write-offs 
through  ia75  exceeded  $21  million; 
•S8  million  more  is  expected  this  year. 

Does  Dave  Lewis  loie  the  day  he 
heard  the  songs  the  sirens  sing?  "Svne, 
there  have  been  a  lot  of  heartaches 
and  sometimes  we  wish  we'd  just 
closed  the  yard,"  says  Lewis.  "But  we 
still  believe  the  program  will  be 
successful."  ■ 
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Cole  of 
International  Husky 


Once  More,  With  Ambition 


After  you've  climbed  one  peak,  the  next 
goal  should  be  obvious:  Find  a  taller  one. 

What  do  you  do  when  you  retire, 
after  44  tumultuous  years  in  which 
>'ou  had  risen  to  the  presidency  of  a 
big  company— in  fact,  the  world's 
biggest  manufacturing  company?  If 
you're  former  General  Motors  Presi- 
dent Edward  N.  Cole,  who  retired  in 
1974,  you  take  on  some  other  little 
job.  Like,  say,  remaking  whole  seg- 
ments of  the  economy. 

"My  thrust  at  the  moment,"  says 
Eddie  Cole,  still  trim  and  dazzlingly 
energetic  at  66,  "is  in  two  directions 
—transportation  and  energy." 

Take  transportation  first.  After 
keeping  the  U.S.  on  wheels  for  de- 
cades. Cole  now  hopes  to  give  it 
wings.  Detroit-based  International 
Husky,  Inc.,  which  he  put  together 
and  of  which  he  is  chairman,  wants 
to  develop  a  comprehensive  U.S.  air 
cargo  network,  using  jumbo  jets  spe- 
cifically designed  for  freight  only. 

What  would  they  cany?  Meat  al- 
ready cut,  wrapped  and  priced,  mo\  - 
ing  direct  from  packinghouse  to  su- 
permarket. Perishable  produce  mo\- 
ing  quick!)'  and  efficiently  from  farm 
to  retailer.  Autos  even. 

"With  a  preplanned  system,"  Cole 
argues,  "we  feel  that  we  can  reduce 
the  price  of  air  freight  sufficiently  to 
attract  even  nontime-sensitive  cargo, 
which  can  be  intermixed  with  time- 
sensitive  freight  to  achieve  the  oper- 
ating conditions  we  need— an  85%  load 
factor,  flying  15  hours  a  day." 

Of  course,  a  few  small  precondi- 
tions would  have  to  be  met,  such  as  a 
new  and  larger  cargo  carrier  that  is 
not  a  mere  cargo-carrying  version  of 
a  passenger  jet.  Like  a  design  he 
took  for  development  to  Boeing, 
which  has  dubbed  it  the  754.  It 
would  be  twice  as  large  as  the  747F 
now  used  for  cargo,  with  a  payload 
close  to  400,000  pounds  and  room  for 
74  Cadillacs,  for  example.  It  could 
carry  90%  of  the  items  the  military- 
ship  overseas. 

Developing  such  a  plane  would 
naturally  cost  a  lot  of  money:  $2  bil- 
lion to  $3  billion,  he  estimates.  Since 
that  sum  is  even  beyond  the  reach  of 
a  General  Motors  top  man's  personal 
resources.  Cole  is  hoping  for  passage 
of  the  Airlift  Expansion  Act,  now  be- 
ing studied  by  the  House  Armed  Ser- 
vices Committee.  If  passed,  it  would 
probably  provide  incentives  to  com- 
mercial plane  builders  to  design  and 
build  a  new  air  freighter. 

Big  plane  boondoggle?  Raid  on 
the  taxpayer?  Cole  insists  that  the  sa\  • 


ings  would  be  sub- 
stantial, both  to 
the  taxpayer,  in 
lower  food  prices 
due  to  reduced 
spoilage  and  waste, 
and  to  the  manu- 
facturer, who  can 
move  goods  quick- 
ly and  safely.  As 
for  energy  use, 
Cole  says  his  stud- 
ies have  shown  that  his  projected  air- 
lift system  is  competitive  in  energy 
consumption  with  trains  and  trucks. 
Then  there  are  the  potential  military' 
savings:  "Some  people  have  estimated 
that  our  defense  costs  could  be  re- 
duced by  $5  billion  to  $10  billion  an- 
nually, because  much  of  the  defense 
material  and  manpower  that  we  ha\'e 
offshore  could  be  brought  home  and 
redeplo>'ed  in  an  emergency." 

Who  is  in  Cole's  group?  Interna- 
tional Husky's  backers  include  such 
high-powered  corporate  types  as  for- 
mer chairmen  Edwin  Gott  of  L^.S. 
Steel,  Gordon  Metcalf  of  Sears,  Roe- 
buck, Fred  J.  Borch  of  General  Elec- 
tric, Hewlett-Packard  Chairman  Da- 
vid Packard  and  President  John  Em- 
ery Jr.  of  Emeiy  Air  Freight,  the  lead- 
ing U.S.  air  freight  forwarder. 

Energy  To  Burn 

Working  with  such  friends  on  so 
expansive  a  project  would  amply  oc- 
cupy most  men,  but  not  Cole.  So  he 
has  also  been  pushing  International 
Husky  toward  the  energy  problem. 
Having  worked  on  energy  as  a  mem- 
ber of  the  National  Academy  of  En- 
gineering, Cole  (who  got  his  engi- 
neering training  from  General  Motors' 
in-house  engineering  school)  believes 
a  fuel  based  on  hydrogen  might  re- 
store our  fast-dwnidling  fuel  supply. 

Right  now  he  feels  the  answer  is 
hydrazine,  a  compound  of  hydrogen 
and  nitrogen  used  as  a  propellant  in 
rocket  engines.  Hydrazine  is  now 
made  from  natural  gas,  but  Cole  con- 
tends it  can  be  made  from  substances 
as  common  as  air  and  water,  with  nu- 
clear power  as  the  fundamental  ener- 
gy base,  and  then  used  to  run  auto- 
mobiles. Rocket  Research,  a  West 
Coast  company  of  which  Cole  is  a  di 
rector,  is  making  a  joint  study  with 
International  Husky  and  Uniroy  a!  of  a 
possible  hydrazine  plant  in  Kuwait 
using  now-wasted  natural  gas. 

Restful  retirement?  Nope.  But  for 
Ed  Cole,  it  beats  full-time  golf.   ■ 
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Canadian  Dis-Connection 

Northern  Telecom— once  a  subsidiary  of  Bell  Canada- 
is  out  to  become  a  major  factor 
in  the  booming  world  telephone  business. 


In  Washington  the  Justice  Depart- 
ment and  the  Federal  Communica- 
tions Commission  both  want  to  break 
up  the  telephone  company.  Their 
chief  goal:  Separate  American  Tele- 
phone &  Telegraph  from  Western 
Electric,  its  main  supplier.  Ma  Bell, 
of  course,  is  fighting  that  move  tooth 
and  nail. 

But  look  at  what's  happening  north 
of  the  border.  Bell  Canada— not  af- 
filiated with  AT&T— is  busily  selling 
off  Northern  Telecom,  its  Montreal- 
based  manufacturing  arm.  Manage- 
ment, not  government,  made  that 
decision. 

So  far,  offerings  of  Northern  Tele- 
com's shares  (listed  on  the  New  York 
Stock  Exchange)  have  netted  its  par- 
ent over  $100  million.  That  eases  Bell 
Canada's  need  to  borrow.  It  also 
makes  Northern— soon  just  60%  owned 


by  Bell— a  better  competitor  in  the 
$20-billion  annual  world  market  for 
telephone  equipment. 

Robert  Scrivener,  a  natty  61-year- 
old  Torontonian,  is  so  enthused  by 
that  prospect  that  earlier  this  year  he 
left  his  job  as  chairman  of  Bell  Can- 
ada to  take  over  at  Northern.  With 
$1  bilhon  in  revenues.  Northern  is 
one-third  Bell's  size. 

Loner's  Logic 

For  Scrivener,  who  began  his  ca- 
reer running  a  switchboard,  the  step 
down  is  a  change  and  a  challenge. 
"Now  we  operate  at  the  pace  of  the 
market,  not  the  regulators',"  he  says, 
explaining  why  he  decided  to  separate 
the  two  companies.  "In  the  telephone 
equipment  industry  you've  got  to 
have  a  sales  base  that  can  support 
technological  leadership,  and  Canada 


alone  just  isn't  big  enough.  We  fig- 
ured we  could  either  put  a  blanket 
over  our  heads  or  take  the  offensive." 

The  offensive  got  going  back  in 
1971.  Scrivener  hired  John  Lobb,  a 
former  executive  vice  president  at  In- 
ternational Telephone  &  Telegraph, 
to  revamp  his  captive  supplier,  then 
called  Northern  Electric.  Lobb 
'worked  fast:  Sales  have  now  doubled 
and  profits  have  increased  fourfold— 
to  $67  million  last  year. 

Having  the  right  products  helped. 
Northern's  biggest  revenue  producer 
($180  million  in  sales  last  year)  is 
now  a  $2.5-million  computerized  cen- 
tral office  switching  system.  It  out- 
sells competitive  units  offered  by  bet- 
ter known  firms  like  General  Tele- 
phone, L.M.  Ericsson  and  N.V.  Phil- 
ips. Northern's  new  line  is  even  more 
advanced.  "In  five  years,"  Scrivener 
contends,  "it'll  be  hard  to  distinguish 
the  communications  business  from  the 
office  equipment  business."  Already, 
of  course.  International  Business  Ma- 
chines markets  a  switchboard  in  Eu- 
rope. In  1974  Northern  tried  to  ex- 
pand into  word  processing  by  making 
an  unsuccessful  tender  for  the  U.S.- 
based  Dictaphone  Corp. 


Thanks  A  Lot! 


It  wasn't  intentional,  but  the  U.S.  Senate's 

stubborn  stand  on  withholding  taxes  will  mean  a  windfall 

in  profits  for  the  Swiss  banks.  Here's  why. 


"We  are  cutting  off  our  noses  to  spite 
our  faces,"  snapped  Evan  Galbraith, 
who  is  Dillon,  Read  &  Co.'s  top  man 
in  Europe. 

What's  angering  Galbraidi,  49,  a 
Harvard-educated  lawyer  turned  in- 
vestment banker,  is  the  U.S.  Senate's 
refusal  this  summer  to  exempt  for- 
eigners from  withholding  taxes  on  in- 
terest earned  from  U.S.  bonds.  The 
taxes  run  as  high  as  30%  in  some 
cases,  and  Wall  Street  has  lobbied 
hard  for  their  removal. 

Without  question,  lifting  the  tax 
would  benefit  certain  Wall  Street 
houses  enormously,  particularly  for 
utility  issues,  which  are  now  virtually 
excluded  from  international  capital 
markets.  The  Street  could  use  a  boost: 
In  recent  months,  Wall  Street's  once 
dominant  position  in  the  big  and  bur- 
geoning Eurobond  market  has  been 
challenged.  Last  fall  Union  Bank, 
Switzerland's  second  largest,  muscled 
in  to  become  lead  underwriter  for  the 
prestigious  European  Investment 
Bank's  $100-million  Eurobond  issue. 
"They  stole  it  from  under  the  nose  ol 


Kuhn,  Loeb,  which  was  trying  to 
place  it  in  New  York,"  says  an  im- 
pressed competitor.  Then  this  spring, 
Swiss  Bank  moved  to  the  top  of  the 
tombstone  with  a  $75-million,  15-year 


issue  for  a  Dutch  subsidiary  of  Can- 
ada's Massey-Ferguson. 

Eurobonds  are  issues  undei^vrit- 
ten  by  an  international  syndicate  and 
usually  sold  in  countries  other  than 
the  country  of  the  currency  in  which 
they  are  denominated.  The  Euro- 
bond market  developed  in  the  early 
1960s  but  really  took  off  in  1968 
when  Washington  set  up  the  Office 
of  Foreign  Direct  Investments,  forc- 
ing U.S.  multinational  companies  to 
finance  their  foreign  ventures  through 
funds    raised   abroad.    The    European 
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Scrivener's  immediate  task,  how- 
ever, is  to  build  sales  outside  Canada, 
which  still  account  for  85%  of  his 
firm's  revenues.  Lobb,  as  president  of 
Northern's  American  subsidiary,  has 
moved  back  to  the  U.S.  to  crack  the 
company's  largest  potential  market: 
Excluding  AT&T  and  General  Tele- 
phone (firms  with  their  own  suppli- 
ers), there  are  roughly  15  million  in- 
dependent telephones  here.  That's 
twice  as  many  as  Northern's  Bell  Can- 
ada base— a  target  that  should  keep 
the  63-year-old  Lobb  busy. 

Internationally,  there's  another  chal- 
lenge. Expanding  telephone  service 
will  be  a  major  world  capital  spend- 
ing program  over  the  next  50  years. 
Northern  now  sells  in  over  30  coim- 
tries,  but  Scrivener  expects  future 
business  to  be  mostly  joint  ventures 
or  licensing  arrangements  similar  to 
the  one  his  firm  recently  negotiated 
in  Sweden.  He  feels  Northern  has  a 
definite  advantage  over  U.S.  compa- 
nies like  ITT:  "Canada  is  not  part  of 
world  power  politics,  so  nobody  is 
afraid  of  us." 

If  being  Canadian  is  an  edge  over- 
seas, right  now  it's  a  definite  detri- 
ment    at     home.     Northern's     stock 


Northern's  Scrivener  talks  fondly  of 

solid-state  phones  that  will  make  its 

present  Contempra  models  obsolete. 


jumped  from  25  to  a  high  of  42— near- 
ly 17  times  earnings— after  its  Big 
Board  listing  late  last  year.  It  has 
since  dropped  to  38,  partly  because  of 
Prime  Minister  Trudeau's  anti-infla- 
tion program.  Existing  regulations 
could  limit  margins  to  85%  of  1975 
levels  and  perhaps  force  the  company 
to  lower  prices.  Like  other  Canadian 
businessmen.  Northern  executives 
hope  the  government  will  back  down 
when  the  rules  are  clarified  later  this 
month.    But   with   a   man   like    Tru- 


deau,  you  never  quite  know. 

One  more  cloud  could  appear. 
What  if  Western  Electric,  exclusive 
supplier  to  80%  of  the  U.S.  market, 
were  split  from  AT&T?  It,  too,  would 
be  unregulated  and  free  to  sell  to  the 
independent  U.S.  companies  where 
Northern  hopes  to  achieve  much  of 
its  growth.  Scrivener  takes  this  in 
stride.  "Then,"  he  explains,  "we  could 
go  after  AT&T's  business.  I'll  trade 
them  a  shot  at  our  20%  for  a  crack  at 
their  80%  anytime."  ■ 


offices  of  a  half-dozen  or  so  New  York 
investment  bankers  like  Morgan  Stan- 
ley, White,  Weld  and  Kuhn,  Loeb  all 
flourished  as  they  handled  larger  vol- 
umes on  which  imderwriting  com- 
missions ran  2/2%  as  opposed  to  1% 
in  the  U.S. 

But  in  1974  the  U.S.  rescinded 
its  foreign  capital  controls,  including 
the  burdensome  Interest  Equaliza-, 
tion  Tax  that  U.S.  investors  were  pay- 
ing on  most  foreign  issues.  From 
1972's  record  $6.4  billion,  the  market 
for  new  Eurobond  issues  plunged  to 
$2.1  biUion  in  1974.  "People  expected 
it  to  wither  on  the  vine,"  says  Gold- 
man, Sachs  partner  Michael  Coles. 

They  were  dead  wrong.  Last  year, 
new  Eurobond  issues  soared  to  $8.4 
billion,  a  new  record,  as  foreign  gov- 
ernments and  their  agencies  embarked 
on  a  debt-issuing  spree  designed  to 
refuel  their  economies.  This  year,  the 
pace  is  hotter  yet;  new  issues  through 
July  totaled  $8.7  billion,  according  to 
New  York's  Morgan  Guaranty  Trust 
Co.  Confidently,  underwriters  operat- 
ing abroad  predict  they  could  easfly 
sell  $12  billion  in  new  Eurobonds  this 
year,  unless  interest  rates  suddenly  go 
through  the  roof. 

In  sharp  contrast,  the  U.S.  market 
for  new  bonds  looks  distinctly  slug- 
gish; new  corporate  issues  are  ex- 
pected to  shrink  from  1975's  record 
$47  billion  to  $35  billion  by  the  year's 
end,  and  then  to  arovmd  $25  billion  in 


1977.  So  now  the  underwriters  are 
scratching  for  business  in  London  and 
Paris.  Dillon,  Read,  Merrill  Lynch 
and  Goldman,  Sachs  have  all  expand- 
ed their  European  offices  hoping  to 
cash  in  on  the  new  boom.  But  this 
time  around  there  are  big  differences. 
With  Europeans,  Japanese,  Canadians 
and  others  doing  the  borrowing  rath- 
er than  Americans,  the  European  in- 
vestment houses  are  getting  the  busi- 
ness. Nearly  60%  of  all  new  Euro- 
bond issues  are  still  denominated  in 
U.S.  dollars,  but  among  those  seek- 
ing to  raise  funds,  U.S.  firms  now 
account  for  less  than  3%,  as  against 
21%  in  1973. 

Too  Many  Spoons 

Now  U.S.  dealers  frequently  find 
they  must  spUt  their  commissions  with 
as  many  as  ten  comanagers.  "It's  less 
lucrative  than  it  was,"  complains  Gal- 
braith,  a  onetime  naval  intelligence 
man  who  in  the  1960s  helped  set  up 
and  run  European  operations  for 
Morgan  &  Cie  in  Paris  and  Bankers 
Trust  in  London  before  joining  Dil- 
lon, Read  last  year  as  a  managing  di- 
rector in  London. 

The  Swiss  have  an  important  ad- 
vantage. Most  Eurobonds  are  in  bear- 
er (or  unregistered)  form,  which 
makes  them  attractive  to  individuals 
eager  to  avoid  government  scrutiny  as 
they  flee  devaluation  and  taxes.  In 
Switzerland,  there's  no  Glass-Steagall 


Act,  so  the  banks  there  can  sell  is- 
sues they  underwrite  directly  into 
their  fiduciary  accounts.  Says  one 
New  York  dealer:  "I  reckon  there's 
$100  billion  in  flight  capital  sitting  in 
the  Swiss  banks." 

Morgan  Stanley  International  is  still 
the  largest  Eurodollar  lead  under- 
writer by  far.  But  the  Swiss  are  clos- 
ing the  gap.  Already  Credit  Suisse 
White  Weld  ranks  third  (after  S.G. 
Warburg),  with  42  issues  since  1971 
in  which  it  has  been  top  dog  (vs. 
Morgan  Stanley's  53).  Soon  the  Swiss 
may  top  tj^e  league. 

So,  it's  not  surprising  that  the 
Americans  want  to  interest  the  Euro- 
peans in  our  bond  market;  U.S.  deal- 
ers would  love  to  have  something  to 
sell  over  there.  But  by  the  same  token, 
why  should  the  Europeans  buy  U.S. 
bonds  if  withholdmg  taxes  can  im- 
mediately reduce  a  9%  yield  to  as  low 
as  6.3%? 

Oregon's  Senator  Robert  Packwood 
argued  in  Washington  in  a  heated 
Senate  debate:  "Why  should  a  Ger- 
man or  an  Australian  get  interest  in- 
come-tax-free from,  say,  a  corporate 
bond  when  we  tax  our  own  citizens 
on  the  same  income?" 

The  answer.  Senator,  is  that  those 
Germans  and  Australians  will  just  take 
their  marbles  elsewhere  and  that 
Wall  Street's  loss— and  ultimately  the 
Internal  Revenue  Service's,  too— will 
be  Switzerland's  gain.   ■ 
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PSYCHIC  INCOME. 
AND  WHY  IT  WORKS 

Many  of  the  most  productive  people  in 
American  business  and  industry  work  for 
our  clients. 

All  have  one  thing  in  common.  As 
participants  in  Maritz-planned  motivation 
programs,  they  earn  psychic  income. 

Psychic  income  —  memorable  and  tangible 
rewards  for  having  shared  in  the  achievement 
of  company  goals  —  can  be  far  more  motivating 
than  monetary  income.  It  is  recognition  for 
extra  effort.  Improved  performance.  Work 
well  done. 

Psychic  income  is  literally  "of  the  mind" 
and,  therefore,  a  powerful  motivator. 

Most  participants  in  our  clients'  motivation 
programs  have  selling  jobs,  but  growing 
numbers  are  production,  clerical  or  service 
personnel. 

When  motivating  people  is  your  responsibility, 
it's  good  to  know  that  Motivating  People  Is  Our 

Business   J^i^gJJl  AIQTIVATHXV 


Ernest  Trova  Sculpture  Courtesy  The  Pace  Gallery 


Coup  D'Etat 


Most  boardroom  revolutions  erupt  only  in  the  midst 
of  corporate  disaster.  But  Standard  Brands  replaced  its 
boss  at  the  height  of  his  glory. 


By  PHYLLIS  BERMAN 

Over  the  past  decade.  Standard 
Brands,  Inc.  has  more  than  doubled 
its  earnings  per  share  and  more  than 
closed  the  gap  in  profitability  that 
long  separated  it  from  General  Foods. 
Where  GF's  operating  profit  margins 
dropped  from  13.6%  to  9.7%,  Stan- 
dard's rose  from  9.1%  to  9.6%.  Last 
year  Standard  Brands  earned  a  very 
neat  17.4%  on  stockholders'  equity, 
and  first-half  earnings  this  year  ran 
16%  ahead  of  the  same  1975  period. 

Late  this  spring,  Chairman  Henry 
Weigl,  64,  Standard's  boss  since 
1964,  got  a  somewhat  peculiar  re- 
ward for  this  accomplishment:  He 
was  rather  abruptly  moved  out  of  the 
$1.8-billion  (sales)  company's  unpre- 
tentious Madison  Avenue  headquar- 
ters and  relieved  of  all  operating  re- 
sponsibility. His  former  oflBce  is  being 
redecorated  to  receive  his  successor, 
Ross  Johnson,  44,  the  company's 
president  and  (since  May  14)  chief 
executive  officer.  Weigl  now  occupies 
the  company  suite  in  the  nearby  Carl- 
ton House  hotel.  If  he  has  any  duties, 
they  are  not  apparent. 

What  happened?  Why  was  Stan- 
dard Brands'  11-man  board  so  stern 
toward  Weigl? 

It's  the  story  of  a  man  who  seemed 
to  excel  at  part  of  his  job   and   flop 


miserably  at  another.  When  it  came 
to  producing  results  in  the  market- 
place, on  the  profits  statement,  Henry 
Weigl  was  superlative.  With  a  prod- 
uct line  spread  over  Fleischmann's 
margarine,  Planters  peanuts,  Curtiss 
candies  and  Isomerose,  a  high  fruc- 
tose com  syrup.  Standard  Brands 
blossomed  under  his  leadership.  When 
it  came  to  dealing  with  people,  how- 
ever, he  fell  seriously  short.  His  pub- 
lic image  was  one  of  diffidence:  He 
insisted  that  the  press  submit  ques- 
tions in  advance  in  writing.  With  his 
subordinates,  however,  Weigl  ap- 
parently was  tough  to  the  point  of 
rudeness.  He  afi^ected  to  despise  yes- 
men,  but  his  manner  created  them. 
Even  now,  the  new  men  at  the  top 
will  discuss  Weigl's  downfall  only  in 
guarded  language.  Reuben  Gutofi^, 
the  former  senior  vice  president  in 
charge  of  corporate  strategic  plan- 
ning at  General  Electric  who  is  now 
No.  Two  to  Ross  Johnson,  walks  gin- 
gerly around  the  subject:  "I  can  think 
of  a  lot  of  executives  who  rate  A-plus 


in  terms  of  style,  but  they  have  a  ter- 
rible performance.  Other  executives 
rate  D  on  style,  but  have  an  A-plus 
on  performance."  Cutoff  leaves  no 
doubt  that  Weigl  belonged  to  the 
second  category,  comparing  him  with 
the  likes  of  the  late  Charles  Revson. 

Weigl's  abrasive,  authoritarian  style 
diove  potential  successors  from  the 
company,  even  while  he  was  building 
Standard  Brands  in  the  marketplace. 
Says  a  person  close  to  the  company: 
"There  isn't  a  company  in  American 
industry  with  an  executive  turnover 
rate  like  that  of  Standard  Brands." 
Says  another  outside  observer:  "Weigl 
had  a  way  of  publicly  humiliating 
men  at  the  executive  level  that  no 
self-respecting  person  could  stand." 

The  list  of  departures  is  a  long  one, 
many  of  them  extremely  capable.  Les- 
ter Applegate,  the  man  who  played  a 
major  role  in  developing  Isomerose, 
built  Standard's  Clinton  Corn  Pro- 
cessing division  into  the  mainstay  of 
the  Industrial  Products  division  and 
was  second  in  command  to  Weigl. 
He  opted  for  part-time  employment 
from  a  Sarasota,  Fla.  office  this  year 
at  62;  he  now  serves  only  as  con- 
sultant to  the  company.  Explains  new 
boss  Johnson:  "Les  and  Henry  did  not 
get  along."  Also  leaving  the  company 
within  the  last  year  were  such  top 
executives  as  the  general  counsel,  the 
operating  head  of  the  food  company 


Hard  Decision.  The  difference  between 
former  Standard  Brands  boss  Henry 
Weigl  (left)  and  his  younger  replace- 
ments Ross  Johnson  (above,  leift)  and 
Reuben  Cutoff  was,  according  to  John- 
son, as  much  a  question  of  style  as  of 
substance— lawyer  Weigl  vs.  the  young 
professional  marketers. 
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You  know  what  equipment  you  need. 

Chandler  can  show  ^ou 
the  best  way  to  get  it. 


When  you  acquire  equipment,  your 
choice  of  financing  methods  can  be  just  as 
critical  as  your  choice  of  equipirient.  And  yet 
many  companies  that  offer  financing  are 
surprisingly  limited  in  what  they  can  offer. 

Chandler  Leasing  is  different...  and  it's  a 
difference  you  can  measure  in  your  balance 
sheet. 

As  part  of  Walter  E.  Heller  International 
Corporation,  Chandler  now  has  the  resources 
to  offer  the  broadest  range  of  leasing  and 
secured  equipment  financing  methods  in  the 
business... includingtax-oriented  true  leases, 
sale/leaseback,  installment  financing,  and 
lease  purchase,  to  mention  a  few.  We  have 
virtually  as  many  plans  as  there  are  reasons  to 
finance  and  they  are  available  internationally. 

B'est  of  all,  it's  easy  to  take  advantage  of 
the  wide  variety  of  services  we  offer.  When  you 


need  equipment,  call  Chandler  and  tell  us 
about  your  needs.  Once  we  understand  your 
situation,  our  leasing  officers  can  help  you 
choose  from  a  variety  of  plans  to  select  the 
specific  solution  appropriate  for  you. 

At  Chandler,  we're  more  than  a  company 
that  "does  leasing."  We're  a  company  that  can 
help  you  gain  the  use  of  the  equipment  you 
need  under  the  most  advantageous  financial 
arrangements.  If  you're  planning  to  acquire 
capital  equipment,  call  your  neare'^t  Chandler 
Leasing  Officer  and  find  out  your  best  way 
to  finance  it. 

Baltimore  (301)  821-5424  •  Boston  (617)  861-0800 
Chicago  (312)  654-0684  •  Cincinnati  (513)  241-2288 
Dallas  (214)  368-5519  •  Detroit  (313)  889-0460 
Fort  Lauderdale  (305)  522-1728  •  Houston 
(713)  522-1471  •  Los  Angeles  (213)  679-3672 
New  York  (212)  687-6450  •  Philadelphia 
(215)  565-1471  •  San  Francisco  (415)  829-1250 


Chandler  Leasing 


A  Heller  Financial  Services  Company 


Sogo  Shosha  is  structured  to  assist 
business  in  a  multitude  of  ways 


How 
global 
sources 
of  supply 
can 

increase 
your 

profits 


For  decades,  Nissho-lwai  American  Corp. 
has  efficiently  and  dependably  supplied 
raw,  semi-finished  and  finished  materials 
to  U.S.  processors,  manufacturers  and 
marketers.  Through  our  160  offices  around 
the  world,  long-term  relationships  have 
been  established  with  international 
sources.  Our  customers  are  assured  the 
best  possible  prices  and  delivery. 

Nissho-lwai  American  Corp.  supplied 
nearly  a  billion  dollars  of  material  to  U.S. 
industry  last  year.  A  few  of  our  ongoing 
supply  contracts  include  sugar  from  Brazil 
and  Thailand  .  .  .  plywood,  mouldings  and 
lumber  from  S.E.  Asia  and  South  America 
.  .  .  steel,  chemicals,  machinery  and 
textiles  from  Japan  .  .  .  and  even  U.S.- 
made  products  for  U.S.  manufacturers. 

Whether  your  needs  are  exports,  imports, 
construction,  joint  ventures,  exploration  or 
other  business  activities,  we  would  be 
pleased  to  speak  to  you  about  your 
requirements. 


Nissholwai 

American 

Corporation 


^•^^    The  American  Subsidiary  of 

<^lp>  Nissho-lwai  Co.,  Ltd. 

Rocketeller  Center 

1211  Avenue  of  the  Americas 

New  York.  NY  10036 


Offices  in  Anchorage/Ailanta/Chicago/Delroii/Houston/Los  Angeies/Poriland/San  Francisco/Sealtle/Si  Louis 
and  149  major  cities  throughout  the  world 


and  Standard  Brands'  controller. 

There  has  been  a  great  deal  of  crit- 
icism of  boards  lately  for  faihng  to 
take  action  in  anticipation  of  trouble 
rather  than  reacting  to  trouble 
(Forbes,  May  15).  On  this  score, 
the  Standard  Brands'  board  deserves 
high  marks. 

Apparently,  Weigl  had  created  a 
situation  where  there  was  no  likely 
successor  within  the  company.  The 
board  decided  not  to  wait  for  Weigl's 
retirement  to  face  the  succession  prob- 
lem. According  to  Johnson,  they  hired 
him  "as  a  long  shot"  five  years  ago. 
At  the  time,  he  was  running  a  Ca- 
nadian Company,  GSW  Ltd.  The 
board  asked  W.  Earle  McLaughlin 
to  check  on  Johnson.  McLaughlin, 
chairman  of  the  Royal  Bank  of  Can- 
ada, is  the  senior  member  of  Standard 
Brands'  board.  Evidently,  McLaugh- 
lin liked  what  he  saw.  Johnson  be- 
came president  of  Standard  Brands 
Ltd.  (Canada)  in  1971.  From  there, 
two  years  later,  he  leapfrogged  to 
New  York  as  head  of  the  Interna- 
tional division.  Earlier  this  year,  he 
was  made  chief  executive  ofiicer. 

Whether  the  board  forced  Weigl 
to  accept  Johnson's  promotions  or 
whether  the  board  merely  concurred 
in  his  meteoric  rise  is  not  clear.  This 
much  is  clear:  Once  Johnson  was  in 
the  position  of  chief  operating  officer, 
backed  by  friends  on  the  board  and 
throughout  the  executive  ranks, 
Weigl's  control  was  doomed. 

"At  the  time  I  was  appointed  se- 
nior vice  president  and  a  director  of 


Toughness  By 
The  Numbers 

Undeh  Ross  Johnson,  Standard  Brands 
will  be  run  less  by  intuition  and  more 
by  system  than  under  his  predeces- 
sor, Henry  Weigl.  Johnson's  No.  Two 
man,  Reuben  Cutoff,  is  instituting  a 
zero-based  planning  system  like  that 
he  learned  in  his  27  years  at  Gen-, 
eral  Electric— meaning  simply  that 
each  division  or  product  starts  as  if  it 
were  a  new  business,  demonstrating 
how  well  it  can  use  the  resources  de- 
voted to  it.  "It  means,"  says  Johnson, 
"that  we'll  look  at  their  strengths, 
weaknesses  and  risks.  Resources  won't 
be  allocated  on  the  basis  of  folklore." 

Already  Standard's  synthetic  latex 
and  specialty  chemicals  business  has 
fallen  victim  to  zero-based  planning; 
it  has  been  sold.  More  hard  deci- 
sions are  in  the  works.  For  example, 
says  Johnson,  "Coffee  is  more  of  a 
question  mark  than  margarine."  Stan- 
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the  company,  there  wasn't  anybody 
under  60  years  of  age  except  me," 
Johnson  says.  He  had  begun  changing 
that  in  1973— obviously  with  encour- 
agement from  the  board.  Johnson 
brought  in  Martin  F.C.  Emmett,  42, 
now  head  of  the  international  group; 
Peter  Rogers,  38,  now  head  of  U.S. 
consumer  products  group;  and  An- 
thony Pendry,  53,  head  of  operations 
in  the  United  Kingdom. 

As  Reuben  GutofiF  puts  it:  "Giving 
Ross  the  title  of  chief  operating  of- 
ficer involved  more  than  just  a  new 
set  of  stationery.  . . .  There  was  a  pal- 
pable increase  in  Ross's  taking  over 
the  reins,  almost  day  by  day.  And  as 
Henry  Weigl's  awareness  of  that  grew, 
there  was  a  part  of  him  that  found  it 
hard  to  let  go."  It  was  this  unwilling- 
ness to  share  the  reins  of  power  that 
seems  finally  to  have  led  to  Weigl's 
downfall. 

Henry  Weigl,  as  closemouthed  and 
unapproachable  as  ever,  denies  there 
were  any  differences  between  him  and 
Johnson  other  than  the  length  of 
their  hair:  Weigl's  is  short  and  sparse, 
Johnson's  modishly  shaggy.  Reticent  in 
victory,  Weigl  is  reticent  in  defeat. 

Johnson,  in  contrast  to  the  tense 
W^eigl,  is  engaging,  relaxed  and  low 
key.  Propping  his  Gucci-clad  feet  on 
a  coffee  table,  Johnson  makes  it  clear 
that  he  will  run  a  different  kind  of 
show— more  of  a  group  performance, 
with  more  planning  (see  box).  But 
will  it  be  as  successful?  For  growth 
and  profitability,  Henry  Weigl's  will 
be  a  hard  act  to  follow.   ■ 


dard's  Chase  &  Sanborn  has  only  an 
estimated  1.9^  of  the  regular  coffee 
market,  while  its  Blue  Bonnet  and 
Fleischmann's  are  strong  contenders 
in  margarine,  with  over  20^  of  the 
market  between  them.  A  weak  divi- 
sion isn't  automatically  sold;  it  may 
simply  be  "milked"  and  allowed  grad- 
ually to  run  dowTi. 

Strong  contenders  for  getting  more 
money  and  attention  are  Fleischmann's 
Yeast  and  Tiigh-fructose  com  s>Tup. 
To  feed  the  latter,  other  corn-refin- 
ing operations  may  be  sacrificed. 

All  this  trimming  and  pruning  is 
more  difficult  than  it  sounds.  It  in- 
volves a  certain  amount  of  ruthless- 
ness.  Gutoff  recalls  the  early  days  of 
zero-based  planning  at  GE:  "It  was 
very  wrenching  because  everyone  had 
their  pet  products.  Strategic  planning 
is  tough  on  some  people,  but  it  shines 
light  in  dark  comers." 

It's  not  that  Henry  Weigl  couldn't 
be  tough.  But  now  it  will  be  tough- 
ness measured  by  the  numbers. 


SEND  NOW  FOR  THE  LITTLE  SALES  GIANT. 

Slide  Charts  make  buying 
and  selling  easy! 
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little  persuaders 
that  mean 
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INSTANT  U.S. 

TO  METRIC 
CONVERSION 
SLIDE  CHART 

Instantly  lets  you  convert 
lengtti,  weigtit,  area,  volume, 
speed,  energy,  pressure  and 
temperature.  Use  coupon  or 
write  for  this  limited  FREE 
offer  now. 

A  $2.50  VALUE/ 


A  Slide  Chart  is  a  pocket- 
size  powerhouse  of  sales- 
manship .  .  .  that  can  in- 
stantly give  as  many  as 
3497  answers  to  39  different  problems  in  18  categories. 

It  can  provide  fast  facts  on  what  you  sell. -And  make  your 
product  or  service  unique  and  wanted. 

We'll  design  a  low-cost  Slide  Chart  just  for  you  to  show 
features,  capacities,  dimensions,  characteristics,  model 
numbers  and  more.  Or  to  convert,  calculate,  compare,  se- 
lect, solve  mathematical  and  engineering  problems. 

Choose  also  from  our  vast  selection  of  Slide  Charts  in 
stock  .  .  .  just  pennies  each  for  self-liquidating  imprinted 
premium  and  give-away  door  openers.  Their  life  is  long 
because  they're  important  to  people. 

If  you're  not  using  Slide  Charts  in  your  business,  yoiJ're 
probably  missing  business.  Send  coupon  today  for  samples 
and  details. 
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SLIDE  CHART  CORP. 

58  W.  Barnard  Street,  P.O.  Box  527,  West  Chester,  Pa 

Without  Obligation,  Please  Send: 
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AUanta  is  ripe 
for  your  next  tneetiiig. 

The  Bi2  Peach  has  terrific 
cooveinioa  sites.  Let  Easteni 
help  yon  pici(  one.  We've 
prepared  the  34-page 
"Atlanta  Meetirijg  and 
Convention  Guide,"  that's  full 
of  good  reasons  to  plan  your 
^  next  meeting  in  Atlanta. 
Reasons  like  the  more  than 
25,000  hotel/notel  rooms, 
and  lots  more. 

Eastern  knows  Atlanta. 
We're  Atlanta's  biggest 
airiine.  And  our  convention 
specialists  can  give  you 
personal  assistance 
planning  your  meeting  in 
Atlanta.  Just  call  your  local 
Eastern  Sales  Office. 
To  get  your  copy  of  the 
guide  just  write  to:  Manager,  Convention  Sales,  Dept.  H2,  Eastern 
Airlines,  Miami  International  Airport,  Miami,  Florida  33148. 

©  EASTERN  THE  WINGS  OF  MAN 

"THE  WtNGS  Of  MAN"  IS  AflEGtSTERED  SERVICE  MARK  OT  EASTERN  AIR  LINES.  INC. 


FORBES.    SEPTEMBER    1,    1976 


27 


Neiv  Race  For  Space 

The  day  will  come,  Wernhervon  Braun 

said  in  1971,  when  space  will  "earn  more  than 

it  is  costing."  That  day  is  already  very  close. 


The  boom  in  space  satellites  is  no 
longer  Sunday  supplement  stuff;  it  is 
here  and  now.  The  best— and  cheap- 
est—way to  meet  many  communica- 
tions needs  is  to  bounce  radio  signals 
off  satellites  22,300  miles  away.  A  sat- 
ellite message  can  leap  whole  conti- 
nents or  hemispheres  and  needs  no 
land-based  system  except  that  re- 
quired to  take  the  signal  to  the  trans- 
mitter and  from  the  earth  station  to 
the  user. 

Since  mid-1974  eight  communica- 
tions satellites,  $200  million  worth,  all 
privately  financed  and  operated,  have 
been  put  into  orbit  to  serve  U.S  con- 
sumers—from the  Nation  of  Islam  to 
ships  at  sea.  And  this  is  only  the  be- 
ginning. By  the  early  1980s  the  mar- 
ket is  estimated  to  be  in  the  billions 
of  dollars. 

Already  this  year  Comsat  General, 
the  fast-growing  subsidiary  of  Com- 
munications Satellite  Corp.  (Comsat), 
has  put  $125  million  worth  of  new 
satellites  into  orbit.  American  Satellite 
Corp.  (ASC),  Fairchild  Industries' 
aggressive  new  subsidiary,  is  doing  a 
booming  business  building  ground  sys- 
tems to  use  these  satellites.  Even  the 
Government  is  taking  in  money  on 
space:  The  National  Aeronautics  & 
Space  Administration  in  the  last  18 
months  has  garnered  over  $220  mil- 
lion from  launching  satellites  for  ev- 
eryone from  the  North  Atlantic  Treaty 
Organization  to  the  European  Space 
Agency  to  Indonesia. 

Only  Reasonable 

The  boom  makes  sense.  Satellites 
greatly  reduce  the  capital  costs  in- 
volved in  expanding  communications 
facilities.  Modem  satellites  can  carry 
eight  to  24  "transponder"  units  of 
communications  capacity,  each  equal 
to  one  color-TV  signal.  A  single  sat- 
ellite can  carry  up  to  24,000  telephone 
conversations  simultaneously.  A  satel- 
lite's capacity  for  carrying  data  bro- 
ken down  into  dot-dash  "digital"  form 
is  enormous— up  to  64  million  "bits" 
per  second  (compared  with  about  15 
bits  for  the  old  Morse  telegraph  key 
or  75  for  a  modem  Teletype ) . 

A  satellite's  advantage  rests  on  a 
simple  technical  fact.  To  send  any 
kind  of  message— TV,  phone,  tele- 
graph, facsimile  or  whatever— by  land 
line  or  microwave  requires  a  repeater 
(or  amplifier)  every  30  miles  or  ,so. 
But  it  takes  only  one  amplification  to 


send  a  message  from  a  transmitter 
anywhere  within  the  satellite's  cover- 
age range  to  a  receiving  station  at 
any  other  point.  It  costs  no  more  to 
bounce  something  off  a  satellite  to  a 
point  3,000  miles  away  than  to  one 
three  miles  away. 

The  potential  savings  are  extraordi- 
nary. Fairchild's  ASC  and  Western 
Union  charge  $1,000  a  month  for  a 
full-time  Washington-to-Los  Angeles 
satellite  private  line  phone  circuit; 
American  Telephone  &  Telegraph 
charges  $1,286.  A  color- TV  channel 
on  RCA's  satellite  costs  $41,000  per 
month,  vs.  $97,720  for  conventional 
land  transmission.  And  the  RCA  sat- 
elhte  TV  service  has  another  advan- 
tage: It  is  two-way  service,  compared 
with  one-way  for  landline. 

The  first  commercial  satellite  com- 
munication dates  from  1965  when  the 
International  Telecommunications  Sat- 
ellite Organization  (Intelsat),  a  93- 
nation  consortium,  put  up  Intelsat  I, 
nicknamed  "Early  Bird."  Successive 
generations  of  Intelsats  have  since 
carried  millions  of  hours  of  voice,  TV, 
telegraph  and  data  communications. 

But  Intelsat  was  and  is  a  monopoly, 
and  subject  to  international  political 
pressures.  Should  the  domestic  sat- 
ellite field  be  one  too?  The  whole  idea 
ran  counter  to  U.S.  tastes  and  ideas. 
In  1972  the  Federal  Communications 
Commission  made  a  fateful  decision. 
Anij  U.S.  company,  the  FCC  said, 
that  could  prove  its  financial  and  tech- 
nical capability  could  put  up  a  satel- 
lite if  it  were  in  the  public  interest. 
"Public  interest"  was  broadly  inter- 
preted. Thus  a  vast  new  area  of  com- 
mon-carrier communications  was 
opened  to  competition,  and  a  number 
of  U.S.  companies  began  scrambling 
to  fill  it. 

The  first  private  domestic  satellite 
was  Western  Union's  Westar  I, 
launched  Apr.  13,  1974  from  Cape 
Canaveral;  a  second  Westar  was 
launched  that  following  October. 
RCA  soon  followed  in  December  1975 
with  its  own  24-transponder  Satcom  I 
and  last  March  with  Satcom  II.  In 
May  Comsat  General  launched  Com- 
star I,  wholly  leased  to  AT&T;  in  July 
it  launched  Comstar  II.  In  February 
and  June,  Comsat  General  orbited 
Marisat  I  and  Marisat  II  for  the  sys- 
tem it  leases  to  the  U.S.  Navy  and 
commercial  vessels,  allowing  them 
direct  telephone  communication  to  the 


U.S.  from  anywhere  at  sea.  Another 
RCA  satellite,  possibly  others,  are 
coming  in  the  near  future. 

These  satellites  have  already  cre- 
ated one  new  national  TV  network  and 
could  ultimately  create  four  more. 
Time  Inc.'s  Home  Box  Office  subsidiary 
used  the  RCA  satellite  to  make  a  na- 
tional cable- TV  network  covering  200 
cable  systems  over  the  U.S.  Another 
*pay-cable  network  and  two  compa- 
nies which  cover  away-from-home 
athletic  events  for  hometown  fans 
have  signed  to  transmit  by  satellite. 
The  Corporation  for  Public  Broadcast- 
ing has  applied  to  the  FCC  to  put  its 
national  TV  network  on  Western 
Union's  satellite  by  1978.  Satellites 
also  have  brought  TV  and  telephone 
service  to  tiny  Eskimo  villages  in  Alas- 


HOW  TO  USE 
THE  TELEPHONE 
IN  ALASKA 


Native  Alaskan  children  who  had 

never  before  even  seen  a  telephone 
can  get  a  special  comic  booklet  that 
shows  them  how  to  use  one. 


ka    where    people    had    never    befori' 
used  a  telephone  {see  picture). 

The  Wall  Street  Journal  now  uses 
a  satellite  to  transn^it  facsimile  pages 
from  its  Chicopee,  Mass.  production 
plant  to  Orlando,  Fla.,  where  its 
.southeastern  press  run  is  printed. 
Food  retailer  Southland  Corp.  (7- 
Eleven  Stores)  uses  satellites  for  daily 
business  transactions  between  compa- 
ny computers  in  Now  York  and  Dal- 
las. The  Nation  of  Islam's  annual  "Sa- 
viour's Day"  ceremony  last  Feb.  29 
was  transmitted  over  Westar  facilities 
to  the  faithful  in  Muslim  temples 
throughout  this  country. 

Revenues    from    these    all-commer- 
cial   satellites,    while    still    small,    are 
growing  rapidly.   RCA  expects   to  be 
at  two-thirds  of  its  prime  satellite  ca 
pacity   by   year's   end.    Comsat   Gen- 
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Why  did 
Caterpillar 

move  into 
Memphis? 


Caterpillar  moved  into  Memphis  because  they 
wanted  an  easy  place  to  move  out  of. 

With  an  ideal  combination  of  truck,  rail,  and  air 
facilities  smack  in  the  middle  of  the  USA,  Memphis  filled 
the  bill.  Memphis  is  linked  to  eight  major  U.S.  interstates 
and  highways,  eight  railroads,  ten  airlines.  20  air  freight 
companies,  and  over  70  fixed-route  regularly  scheduled 
common  carriers  have  terminals  in  the  city. 

It  was  an  ideal  location  for  their  1.200.000  square 
foot  Mid-America  parts  distribution  center— a  center 
that  ships  products  throughout  the  U.S. 
and  around  the  world.  Jh, 

Caterpillar  considers  V 

that  their  job  just  \ 

starts  when  a         <^ 
sale  is  made. 


They  must  keep  their  equipment  producing.  That's  why 
Caterpillar  believes  strongly  in  product  availability 
through  a  strong  distribution  system  that  can  easily 
ship  throughout  the  U.S.  and  the  free  world. 

Memphis  put  it  all  together  for  Cat— good  location 
and  strong  shipping  facilities. 

How  about  your  company?  If  you  think  a  move 
to  Memphis  might  put  you  in  a  better  position  call  or 
write  Dan  Dale,  C.I.D..  Director  of  Industrial  Develop- 
ment. Memphis  Light.  Gas  &  Water  Division.  P.O.  Box 
430D,  Memphis,  Tn.  38101  (Phone  901-528-4171);  or 
M.S.  "Bud"  Worsham,  Manager.  Economic 
Development  Dept..  Memphis  Area  Chamber 
of  Commerce. 
PO.  Box  224 D. 
Memphis,  Tn. 
38101  (Phone 
901-523-2322) 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  Securities. 

The  offer  is  made  only  by  the  Prospectus. 


2,250,000  Shares 

International  Paper  Company 


Common  Stock 

($2j50  par  value) 


Price  $69  a  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  from  only  such  of  the 

undersigned  as  may  legally  offer  these  Securities  in  compliance 

with  the  securities  laws  of  such  State. 


THE  FIRST  BOSTON  CORPORA  TION  MORGAN  STANLEY  &  CO. 

Incorporated 

GOLDMAN,  SACHS  &  CO.  KIDDER,  PEABOD  Y  &  CO. 

Incorporated 

MERRILL  L  YNCH,  PIERCE,  FENNER  &  SMITH  SALOMON  BROTHERS 

Incorporated 

BACHE  HALSEY  STUART  INC.  DILLON,  READ  &  CO.  INC.  DREXEL  BURNHAM  &C0. 

Incorporated 

HORN  BLOWER  &  WEEKS-HEMPHILL,  NO  YES  E.  F.  BUTTON  &  COMPANY  INC. 

Incorporated 

KUHN,  LOEB  &  CO.  LAZARD  F  RE  RES  &  CO.  LEHMAN  BROTHERS 

Incorporated 

LOEB,  RHOADES  &  CO.  RE  YNOLDS  SECURITIES  INC.  WERTHEIM  &  CO.,  INC. 

WHITE,  WELD  &  CO.  WARBURG  PARIBAS  BECKER  INC. 

Incorporated 

August  U,  1976. 


eral,  whose  revenues  were  barely  $2 
million  last  year,  expects  to  be  run- 
ning at  a  $50-million  rate  before  the 
end  of  the  year. 

All  this  is  small  change  compared 
with  the  proposed  Satellite  Business 
Systems,  an  aU-digital  commiinications 
network  sponsored  jointly  by  Interna- 
tional Business  Machines,  Comsat 
General  and  Aetna  Casualty  &  Surety 
Co.  The  partners  say  they  plan  to  in- 
vest $406  million  and  spend  a  total  of 
$570  million  on  operations  for  SBS  by 
1986,  constructing  (besides  the  satel- 
hte  system)  at  least  375  earth  sta- 
tions at  roughly  $345,000  each.  Giv- 
en early  FCC  approval,  SBS  would 
start  operations  in  1979. 

Rich  Slice 

The  domestic  telephone  and  tele- 
graph market  is  expected  to  reach 
$89  biUion  by  the  mid-1980s.  SBS 
can  only  hope  for  a  small  fraction  of 
it,  but  a  profitable  fraction— companies 
whose  internal  communications  are 
a  multimillion-dollar  expense.  The 
SBS  system,  says  Philip  N.  Whittaker, 
the  International  Business  Machines 
executive  who  heads  SBS,  will  be 
able  to  handle  a  company's  entire  in- 
ternal communications— intracompany 
mail  (by  facsimile),  intracompany 
phone  calls,  computer  communica- 
tions. SBS  will  put  its  stations  on  cus- 
tomers' rooftops,  which  has  the  ad- 
vantage of  eliminating  the  land  links- 
telephone  Unas- usually  needed  to 
connect  earth  receiving  stations  to  the 
ultimate  user. 

Harry  Edelson  of  Drexel  Bumham 
&  Co.  estimates  that  each  SBS  satel- 
lite will  have  a  revenue-generating  ca- 
pacity of  more  than  $100  million  a 
year,  giving  the  company  a  starting 
potential  of  $200  million.  Says  Edel- 
son: "I  think  it's  possible  SBS  could 
be  a  billion-dollar  company  by  1990." 

Any  plan  so  ambitious  is  bound 
to  arouse  opposition,  and  this  one  has. 
It  is  being  fought  by  AT&T,  ASC, 
Western  Union  and  RCA,  among  oth- 
ers, to  whom  any  IBM  entry  into  the 
communications  field  represents  a  ma- 
jor threat".  But  it  seems  likely  that  the 
FCC  will  permit  SBS,  perhaps  late  this 
year,  to  proceed  with  its  extensive 
preoperational  program. 

Unfortunately,  the  FCC's  competi- 
tive doctrine  is  under  congressional 
threat.  The  trickily  named  Consumer 
Communications  Reform  Act— actual- 
ly a  bill  drafted  by  AT&T  and  backed 
by  it  and  the  other  U.S.  phone  com- 
panies—requires specialized  common 
carriers  to  prove  that  a  telephone  com- 
pany can  not  do  the  job  before  the 
FCC  could  let  them  into  telecommu- 
nications. AT&T  is  only  defending  its 
interests.  But  the  principle  is  basic: 
progress  through  competition. 
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Marriotts  ESSEX  HOUSE 
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And  now,  a  few  words  in  defense  of 
the  good  old-fashioned  hotel  restaurant. 


As  we  become  a  nation  of  gourmets, 
.  the  virtues  of  classic  roast  beef, 
fresh  lobster  and  a  crisp  green  salad 
tend  to  be  forgotten. 

At  Essex  House,  we  haven't 
forgotten.  Our  King's 
Wharf  Restaurant  exults 
in  great  filet  mignon. 

Our  standards 
have  captured  an 
award   from   the 
American  Angus 
Association.  And 
we're  the  only  hotel 
people  to  receive  that 
award! 

Our  lobsters  and 


Marriott's. 
ESSEX  HOUSE 

New  York's  Grand  Hotel 

160  Central  Park  South.  New  York  10019 

For  reservations,  call  your  travel  agent  or  800-228-9290  toll  free. 


salads  are  equally  impressive.  Our  tables 
are  far  enough  apart  for  the  most  dis- 
creet conversations.  Our  windows  look 
out  serenely  on  Central  Park.  And  the 
wine  flows  rich  and  rare. 

Fortunately,  our  splendid 

restaurant  has  an  equally 

splendid  hotel  attached 

to  it.  With  lovely,  quiet 

rooms.  And  the  kind  of 

friendly  service  that's 

there  when  you  call. 

In  short,  Essex  House 

is  all  you  need  to  know 

about  hotels  in  New  York. 

And  all  you  need  to  know 

about  restaurants,  too. 


Your  next 
inventory — 

Will  it  be 
Qccurofe? 


Your  profir  is  based  on  your  in- 
ventory figures,  so  it's  imporronr 
rhor  you  hove  the  most  occurore 
figures  ovoilcble.  Wirh  Washing- 
ton Inventory  on  the  job,  you're 
assured  of  that  accurate  count. 
And  it's  oil  done  conveniently 
ond  quickly,  without  r/ing  up  a 
lot  of  your  business  doy.  Wash- 
ington Inventory  Service,  one  of 
the  largest  inventory  services  in 
the  U.S.,  has  more  than  25  offices 
notion  wide  to  serve  you.  When 
you  need  a  fast  and  accurate  in- 
ventory, leave  the  counting 
to  us— Washington  Inventory 
Service. 


'® 


WASHINGTON  INVENTORY 
SERVICE 

General  Offices:  7150  El  Cojon  Olvd..  Son  Diego 
(714)461-6111 

Orher  Offices:  Arianro /Bolrimore/ Chicago /Dallas  Den- 
ver/Derroir/ El  Poso/Gorden  Grove /Hoyword/ Hous- 
ton/Kansas Ciry/Long  Beoch/Mlnneapolis/Phoenix/ 
Porrlond/Reseda/Riverside/Soaomenro/Sr.  Louis/Son 
Anronio/Son  Diego/Solr  Loke/Sonro  Cloro/Seorrle/ 
Spokone /Temple  Ciry /Tucson /Washington,  D.C. 
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'Xall 
OPPD 


And  ask  for  Tom  Gage 

Tom  is  our  industrial 
development  expert.   He  will  tell 
you  that  Omaha-Southeastern 
Nebraska  is  loaded  with 
dependable  electric  power  at 
reasonable  rates.   OPPD's  Fort 
Calhoun  nuclear  generating  plant 
has  been  on-line  for  two  years, 
producing  an  additional  half 
million  kilowatts.   And  we're 
building  a  powerful  future.   We'll 
have  a  fossil-fuel  unit  for 
production  in  1979  and  another 
nuclear  unit  for  1983.  If  you  want 
a  site  with  plenty  of  power,  Tom 
can  steer  you  into  any  number  of 
attractive  locations.   He  won't 
waste  your  time  with  generalities 
but  will  concentrate  on  delivering 
the  specific  facts  and  figures  you 
need  for  your  decision.  Send  the 
coupon,  or  give  Tom  a  call  at 
(402)  536-4347. 

for  abundant 
power  at 
reasonable  rates/' 


Omaha  Public  Power  District 

Member:  Mid-Continent  Area 
Power  Pool 


Tom  Gage,  Manager  of  Area  2-09 

Development 

Omaha  Public  Power  District 

1623  Harney  Street 

Omaha,  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska. 


Name. 

Title    ^ 


Company.. 
Address  — 


City— 
I  Slate 


_Zip_ 


Waiting  By  The  Phone.  Alaskan  husky  and  satellite  receiving  "dish."  Via 
space,  remote  villages  now  have  telephone,  TV  connections  with  "lower  48." 


Happily,  the  bill's  chances  seem 
poor.  Though  it  carries  150  congress- 
men's names  as  sponsors,  other  con- 
gressmen are  getting  wary.  The  House 
Communications  Subcommittee  will 
hold  "exploratory"  hearings  Sept.  28- 
30,  but  its  chairman,  Lionel  Van 
Deerlin  (Dem.,  Calif.)  has  been  quot- 
ed as  saying  he  only  wishes  that  the 
bUl's  substance  would  be  as  impres- 
sive as  its  name.  And  no  committee 
hearings  have  even  been  planned  for 
the  bill  in  the  Senate. 

For  the  SBS  project  to  go  through 
would  also  be  a  boon  to  Comsat, 
which  has  been  taking  its  lumps  late- 
ly. Comsat  ovms  the  U.S.'  30.5%  in- 
terest in  the  Intelsat  system,  which 
it  operates  on  behalf  of  the  interna- 
tional consortium.  Comsat  has  become 
so  profitable  that  by  1974  it  was  show- 
ing an  aftertax  margin  of  33%  of  con- 
solidated operating  revenues.  Gov- 
ernment agencies  seem  to  disapprove 
of  profits.  So  late  last  year,  the  FCC 
slashed  Comsat's  rate  base  in  half  and 
applied,  on  the  lower  base,  the  nor- 
mal 11%  rate  of  return  for  a  common 
carrier.  Comsat  is  appealing  to  the 
courts,  but  its  revenues  and  earnings 
are  clearly  under  threat. 

Comsat's  ace  in  the  hole  is  Com- 
sat General,  its  domestic  subsidiary. 
Among  other  things,  in  1979  the  sub- 
sidiary plans  to  crank  up  the  Aerosat 
system,  of  which  it  is  the  operating 
partner  and  part  owner  (with  Canada 
and  the  European  Space  Agency). 
Aerosat  is  an  experimental  commu- 
nications system  to  aircraft  on  over- 


water  flights;  Comsat  General  will 
lease  its  part  of  Aerosat  capacity  to 
the  Federal  Aviation  Administration. 

"Right  now,"  says  John  A.  Johnson, 
president  of  Comsat  General,  "two- 
thirds  of  the  world's  principal  inter- 
continental communications  are  going 
by  satellite,  and  I  think  that  ratio 
could  be  3-to-l  or  even  4-to-l  in  the 
future." 

Network  In  The  Sky 

Other  countries  are  getting  into  the 
satellite  act.  Indonesia,  which 
launched  its  satellite  July  8  from  Cape 
Canaveral,  is  the  fourth  country  with 
a  domestic  system  (besides  Canada, 
the  U.S.  and  the  Soviet  Union). 

The  Russians  are  reportedly  consid- 
ering a  competitive  international  sys- 
tem, U.S.  ofiRcials  say;  to  be  called 
"InterSputnik,"  it  would  compete  with 
Intelsat.  And  they  have  approached 
the  Indians  about  using  Soviet  satel- 
lite facilities  for  rural  educational  TV, 
a  project  for  which  India  has  em- 
ployed the  American  ATS-6  NASA 
satellite  in  the  past.  Brazil,  India, 
Iran,  Japan,  the  European  continent, 
South  America's  Andean  nations  and 
the  League  of  Arab  States  are  all  con- 
sidering domestic  systems. 

None  of  these  new  systems  will  be 
privately  owned.  But  it  is  an  odds-on 
bet  that  all  of  them  will  gain  from  the 
private-enterprise-fuclcd  development 
of  satellite  systems  now  proceeding 
at  such  a  furious  pace  in  the  U.S. 
Advocates  of  government  ownership 
of  business,  please  noti;.   ■ 
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A  micro-size 

story  from 

Rodney 

Dar]gerfielcl 


I  know  a  guy  who  gets 

plenty  of  respect. 
He's  a  big  business 
magnate.  Travels  all 
over.  He  just 
got  back  ^ 
from  Zurich. 
He  went  there  to 
get  his  watch  fixed. 

But  he  tells  me  with  all  his  money 
he's  still  got  problems.  The  more  business  he  does  the  more  paperwork  he  gets. 
He  told  me  it's  driving  him  nuts!  I  told  him,  Don't  tell  me—  tell  3M. 

If  they  can't  help  you,  nobody  can! 


3M  MicrofUm  c:an  help  with  5  different  systems! 

System  ^1:  Automatic  Cameras  and  Reader  Printers. 

Retrieve,  copy,  refile  records  in  as  little  as  28  seconds! 

System  *2:  Microdisc.  Forget  sorting  and  batching!  "Tag"  records  as  you 
film  them  .  .  .  then  let  Microdisc  locate  them  by  their  "tags"  in  seconds. 

System  *3:  Engineering  Microfilm.  Put  drawings  on  camera  cards  in  45  seconds. 
Get  a  dry  full-size  print  in  15  seconds  or  ten  prints  in  60  seconds  flat. 

System  *4:  COM.  3M  has  the  two  best  ways  to  get  data  from  tape  to  end-user 
through  microfilm.  One  uses  laser-beam  technology 
and  host  computer  software  and  is  totally  dry.  The 

other  is  programmable  — and  can  even  produce 
5«  graphs  and  charts! 

System  ^5:  Micropublishing.  Mail 
a  300-page  catalog  on  a  film  the 
size  of  a  post  card  .  .  .  pay  less 
for  the  printing  and  only 
13C  for  the  postage! 

Only  3M  offers  you  all  five! 

For  details,  write 
Microfilm  Products  Division, 
3M  Company,  St.  Paul,  MN  55101. 
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Lost  Opportunity 


Honeywell  lost  a  golden  opportunity  to  carve  out  a  special 
niche  for  itself  in  the  minicomputer  business. 


By  ROBERT  j.  FLAHERTY 

Survival  against  International  Busi- 
ness Machines  in  the  computer  race 
has  meant  finding  a  special  niche: 
Burroughs  in  banking;  Control  Data 
in  giant  scientific  computers  and 
time-sharing;  Sperry  Rand  in  real- 
time applications.  Of  the  survivors, 
only  Minneapolis'  Honeywell  Inc. 
lacks  such  a  niche— and  that,  in  the 
long  run,  could  prove  its  downfall. 

Honeywell's  commitment  to  com- 
puters is  immense.  They  accounted  for 
nearly  half  its  $2.8  billion  in  sales 
last  year  and  the  biggest  part  of  its 
assets.  But  Honeywell  has  been  tak- 
ing its  lumps.  Its  revenues  have 
grown  slowly.  Its  control  of  its  im- 
portant French  computer  afiBliate, 
CII-Honeywell  Bull,  has  fallen  vic- 
tim to  French  economic  chauvinism, 
and  the  parent  company  is  now  only 
a  47%  owner.  The  stock  market's  judg- 
ment on  Honeywell's  chances  is  a  neg- 
ative one.  Once  a  high  price/ earnings 
ratio    growth    stock,    Honeywell    now 


sells  below  book  value,  and  at  just 
over  25%  of  its  1972  high. 

Perhaps  the  most  discouraging 
thing  about  Honeywell's  prospects  is 
that  the  company  apparently  blew  a 
golden  opportunity  to  dominate  the 
fastest-growing  market  in  electronic 
data  processing. 

A  minicomputer  is  a  small  com- 
puter that  can  be  used  alone  or  as 
part  of  a  big  system.  Minicomputers 
are  growing  faster  and  making  in- 
roads into  the  big-computer  market. 

In  1966  Honeywell  acquired  Com- 
puter Control  Co.,  a  minicomputer 
pioneer.  The  year  before  Honeyu'ell 
acquired  it,  3C  had  sales  of  $24  mil- 
lion, considerably  more  than  Digital 
Equipment  Corp.'s  $15  million.  It 
was  a  leader  in  the  field.  Yet  by  last 
year  DEC  was  well  over  a  half-billion 
dollars  in  revenues,  while  Honeywell 
estimates  last  year's  minicomputer 
sales  at  $90  million,  much  of  that  for 
use  in  Honeywell  systems. 

What  went  wrong? 

Says    Robert    Berkowitz,    a    former 


Gardner  Hendrie  in  his  new  job,  with 
one  of  Data  General's  minis  in  hand. 


Honeywell  man  and  later  a  cofound- 
er  of  little  Prime  Computer,  Inc.: 
"When  Honeywell  laid  off  Gardner 
Hendrie— who  some  of  us  consider  the 
father  of  minicomputers— I  just 
couldn't  believe  it."  Hendrie's  depar- 
ture was  apparently  a  consequence 
of  a  musical-chairs  game  that  ensued 
upon  Honeywell's  1970  acquisition  of 
General  Electric's  computer  business. 
Hendrie  is  now  senior  engineering 
manager  for  Data  General,  a  highly 
profitable  competitor  with  DEC  in 
minicomputers. 

It   was   Gardner   Hendrie,    then    a 
Honeywell    computer    designer,    who 


CONSTRUCTION  MANAGEMENT  =  TIME/COST  CONTROL 
( If  you  have  the  right  Construction  Manager  ) 


Time/cost  control,  within  the 
Owner's  functional  and  quality 
requirements,  is  the  purpose  of 
Construction  Management  CCM]. 

The  only  intelligent  way  to  select 
your  CM  is  on  track  record.  Fee  is 
the  poorest  way. 

Construction  Management  is 
rapidly  becoming  the  way  vir- 
tually all  successful  construction 
programs  of  businesses,  institu- 
tions, and  governments  will  be 
handled.  .^B^^H^H 

For  optimium  use  of  Construction 
Management,  retain  the  CM  , 

before  contracting  for  design     < 
services.  Among  other  things, 
the  CM  can  help  determine  that 


your  budget  is  compatible  with 
your  requirements.  The  CM  and 
the  architect/engineer  can  then 
work  together  more  productively 
for  you. 

The  qualified  CM  organization  has 
both  design  and  construction 
expertise,  but  does  neither  rep- 
resenting the  Owner  exclusively, 
The  most  productive  activities  of 
the  CM  take  place  before  con- 
struction starts;  some  of  the 
more  productive  activities  take 
place  even  before  design  starts 

We  pioneered  the  field  We  have 
the  track  record  We'll  be  glad  to 
discuss  your  requirements  with- 
out obligation. 


HEERY  ASSOCIATES,  INC. 

Construction  Program  Management 

ATLAIMTA:  404-88 1  - 1 666,  Telex  54-21 65.  880  W.  PeachCree  St  .  NW  Atlanta.  Georgia  30309 

BALTIMORE:  301  -235-381 0  SAN  DIEGO:  7 1 4-563-0090  LOIMDOIM:  CHEERY-FARROW,  LTD  )  01  -200-1 234. 

Telex  851-922991  AMMAN:  42451  Telex  925-121 1 . 


34 


FORBES,   SEPTEMBER    1,    1976 


i 


engineered  the  major  breakthrough 
that  made  the  minicomputer  market 
take  off.  Binary  bits  are  the  Morse 
code  of  computers,  the  numbers  that 
express  letters.  One  of  the  first  to  mar- 
ket a  16-bit  system,  Hendrie  pro- 
duced a  machine  that  gave  just  the 
right  mix  of  capacity  and  economy 
to  make  the  minicomputer  ti-uly  com- 
petitive in  cost  and  effectiveness. 

Hendrie's  516  machine  was  one  of 
Honeyw^ell's  most  successful  mini- 
computers, among  other  things  being 
an  early  commercial  model  to  use  in- 
tegrated circuits.  Impressed  by  Hon- 
eywell's success,  the  other  minicom- 
puter makers  adopted  its  16-bit  sys- 
tem. It  was  at  this  point  that  Hon- 
eywell's management  made  a  serious 
mistake.  Instead  of  quickly  following 
up  the  516  with  a  newer  generation 
af  16-bit  machines,  Honeywell  divert- 
ed resources  into  producing  a  32-bit 
machine.  The  new  machine  never 
caught  on  and  Honeywell  dropped  it. 

Meanwhile  competitors,  DEC  in 
particular-  picked  up  the  ball  with 
the  16-bit  system  and  ran  with  it. 
Losing  the  mini  lead,  Honeywell  nev- 
er regained  it.  Honeywell's  top  sales- 
men, discouraged,  began  drifting 
away  to  competitors;  there  are  now 
an  estimated  200  alumni,  many  work- 
ing for  other  companies.  Not  until 
1969  did  Honeywell  bring  out  an- 
other 16-bit  machine.  It  was  too  late. 

No  Action 

Complains  one  departed  Honeywell 
executive:  "1  talked  to  a  number  of 
higher-ups  in  Minneapolis  about  the 
problem.  They  listened,  but  nothing 
ever  happened.  They  had  no  overall 
perspective.  They  set  goals  for  profits 
and  market  shares.  But  they  had  no 
plans  for  getting  there."  Gradually, 
the  old  3C  team  broke  up.  When  Hon- 
eywell absorbed  General  Electric's 
computer  business  in  1970,  the  em- 
phasis shifted  to  the  big  machines. 

Last  January  Honeywell  launched 
Level  6,  a  new  miniproduct  line 
priced  from  $2,600  on  up  and  a  major 
bid  to  get  back  into  the  mini  main- 
stream. Opinion  in  the  trade  is  that 
the  Level  6  is  inferior  in  software  to 
the  competition. 

With  the  French  computer  opera- 
tion no  longer  consolidated,  Honey- 
well—despite the  GE  accretion— has 
now  dropped  to  third  place  in  major 
computer  company  revenues,  behind 
both  Sperry  Rand  and  IBM,  and  Bur- 
roughs is  far  ahead  of  Honeywell  in 
U.S.  sales.  Meanwhile,  Honeywell 
will  have  to  depend  on  the  French 
company  for  many  vital  parts. 

When  you  are  trying  to  compete 
with  IBM  you  can't  afford  many  mis- 
takes. In  losing  out  in  minicomputers, 
Honeywell  bosses  made  a  whopper.  ■ 


Community  colleges  that  train  workers 
for  free  are  in  a  pretty  surprising  state. 


I  nere  are  £/i  oommunny 
colleges  in  Virginia,  with  32 
convenient  campuses.  And  to 
gether  they  provide  industry 
with  thousands  of  technically 
trained  workers  eveiy  year. 

All  of  which  is  good,  but 
hardly  surprising. 

What's  really  different 
about  these  colleges  is  that 
if  you're  planning  to  open  a 
plant  with  18  ca'  ntx)re  workers. ' 
they'll  recruit  and  train  them. 
For  free.  To  your  company's 
own  specifications. 

The  same  way  they've 
trained  over  40,000  other  work- 
ers over  the  last  7  years. 

Now  if  this  is  tfie  kind  of 
surprise  you  could  get  to  like, 
mav^  you  shouU  get  to  know 
more  about  Virginia.  A  state 
that's  full  of  them. 

Pkofit  from  the 
Vigor  off  Vfaginia 


Write:  Frank  Alspaugh,  Div.  of  Industrial  Development,  Rm.  COS  State  Office  Bldg.  Richmond,  Va.  23219  Phone  (804)  786-3791 


The  Meeting-place  for  Meeting  Success 

Mountain  serenity  in  a  private  club  atmosphere  enhances  con- 
centration. Excellent,  fully  equipped  meeting  rooms  for  groups 
of  10  to  250.  Delicious  meals.  Superb  facilities  for  relaxation 
and  recreation.  All  seasonal  sports.  Only  100  miles  from  New 
Yorl<  and  Philadelphia.  Write  for  Conference  Booklet. 

SKYTOP  CLUB,  BOX  40,  SKYTOP,  PA.  18357 
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BENDIX  IN  THE  SEVENTIES 


EARNINGS  PER  SHARE 


ANNUAL 


$3.66  NINE  MONTHS 

$3.59 


$1  46 


•71  '72         73  74         75 


76 


$32.3 


$42.1 


$56.0 


$69.3 


$75.8 


$79.8 


$57.7 


$79.2 


EARNINGS  (Millions) 


Annual  figures  exclude  a  non-recurring  credit  and 
extraordinary  itenns.  Per  share  amounts  reflect  the  April 
1976  four-for-three  Common  Stock  split. 


Bendix'  results  in  the  third  quarter  of  fiscal  1976  were  the  bes 
for  any  quarter  in  Bendix  history— with  net  income  increasing 
again  at  a  significantly  faster  rate  than  revenues.  In  fact,  ne 
income  for  the  first  nine  months  this  year— $79.2  million,  o 
$3.59  a  share,  on  revenues  of  $2.25  billion— virtually  equalle( 
our  record  earnings  for  all  of  1 975. 

Fiscal  "76,  therefore,  will  mark  the  best  year  in  our  histor 
And  the  sixth  consecutive  year  of  increased  earnings  fo 
Bendix.  But  this  is  only  part  of  the  story  we've  been  telling— no 
once,  but  time  and  again.  Proud  as  we  are  of  our  string  of  ii 
creased  earnings— record  quarter  after  record  quarter— it's  nc 
as  important  to  us  as  the  company  we've  built  and  the  promisi 
it  holds  for  the  future. 

The  Bendix  record  in  the  '70s  has  been  built  on  a  simpi 
concept.  We  call  it  "people  and  profits."  It  means  that  t 
achieve  steady,  reliable  growth  we  must  concentrate  on  cre£ 
ing  effective  programs  for  people— good  compensation  an' 
benefits,  planned  training  and  career  development,  equt 
opportunity,  job  safety  and  satisfaction.  In  other  words,  all  th 
elements  that  make  Bendix  an  exciting  and  rewarding  plac 
to  work. 

We  will  be  telling  you  more  about  these  programs  in  th 
future.  Because  they're  perhaps  the  most  important  fact( 
behind  our  growth  in  the  '70s.  And  our  confidence  in  the  c 
tinued  success  of  Bendix  in  the  years  ahead. 

If  you  would  like  a  copy  of  our  1975  Annual  Report  an 
1976  Interim  Reports,  write  The  Bendix  Corporation,  Executiv 
Offices,  Dept.  525,  Southfield,  Michigan  48076. 
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That 

Mortgaged 

Island 

Puerto  Rican  real  estate 
seems  to  have  had  too  many 
friends  at  Chase  Manhattan. 

The  Commonwealth  of  Puerto  Rico 
has  almost  more  problems— imemploy- 
ment,  high  birth  rate,  stuttering  econ- 
omy, you  name  it— than  Chase  Man- 
hattan Bank  has  money;  and  that  in 
turn  constitutes  a  problem  for  Chase, 
as  the  mainland  bank  far  and  away 
the  most  active  in  Puerto  Rico. 

Chase  has  ten  branches  in  Puerto 
Rico,  but  its  big  commitment  is  in 
real  estate.  For  example,  Puerto  Rico 
accounts  for  nearly  half  the  $1.2  bil- 
lion in  worldwide  real  estate  loans 
of  Chase's  international  division.  A 
Chase  mortgage-banking  arm.  Hous- 
ing Investment  Corp,  of  Puerto  Rico, 
services  $1  billion  in  mortgages.  But 
Citibank  has  only  $179  million  in 
Puerto  Rican  real  estate  loans. 

The  Chase  involvement  expanded 
in  the  early  1970s  mainly  through  the 
good  oflBces  of  the  technically  inde- 
pendent but  actually  bank-sponsored 
Chase  Manhattan  Mortgage  &  Realty, 
a  REIT  that  the  bank  serves  as  ad- 
viser and  creditor.  The  trust  lists  more 
than  10%  of  its  loans  in  Puerto  Rico, 
including  its  largest  one,  $85  million 
to  the  big  (2,800-acre)  Palmas  del 
Mar  resort  condominium  project  on 
Puerto  Rico's  southeastern  coast. 

Palmas  del  Mar,  unfortunately,  is 
earning  no  interest  these  days.  The 
Chase  REIT  took  Palmas  away  from 
Sea  Pines  developer  Charles  Eraser  in 
1974  when  it  appeared  that  Eraser's 
entire  resort  empire  might  come  tum- 
bling down.  The  caretaker  manage- 
ment, at  what  was  to  become  one  of 
the  world's  largest  residential  resorts, 
now  reports  directly  to  Chase;  it  must 
get  the  REIT's  O.K.  to  spend  any- 
thing   over    $25,000.    "Pahnas    is    a 


More  than  $700  million  worth  of  unsold  condominiums  sit  empty 
in  San  Juan  and  at  Chase  Trust's  Palmas  del  Mar,  an  hour  to  the  south. 


beautiful  problem,  but  a  problem 
nonetheless,"  agrees  the  bank's  Ex- 
ecutive Vice  President  John  C.  Haley, 
Chase's  chief  of  commercial  banking. 

Competing  with  Palmas  del  Mar  for 
prospects— condominium  prices  in  both 
start  at  about  $57,500-is  Rio  Mar,  a 
$120-million  resort  project  on  Puerto 
Rico's  northeastern  shore.  Chase's 
Housing  Investment  Corp.  is  the  sole 
lender  so  far,  with  $43  million  out- 
standing. And  the  bank  itself  is  fi- 
nancing Puerto  Rico's  largest  apart- 
ment condominium,  Eountain  Park,  a 
$100-million  development  in  San  Juan 
that  includes  20  fountains  and  1,500 
living  units. 

What  are  Chase's  chances  of  get- 
ting out  of  its  present  Puerto  Rican 
commitments  with  a  whole  skin?  The 
hotel-real  estate-resort  market  there 
has  been  poor  to  say  the  least,  with 
San  Juan  hotel  bookings  at  only  57% 
of  capacity  last  year,  vs.  a  70%  break- 
even. Wage  costs  are  high  by  Carib- 
bean standards,  because  Puerto  Rico 
is  tied  into  the  U.S.  minimum-wage 
laws— one  factor  that  this  year  led 
Eastern  Air  Lines,  at  a  $16-million 
loss,  to  hand  back  both  the  Cerromar 
and  Dorado  Beach  hotels  to  colend- 
ers  Connecticut  General  Life  Insur- 
ance Co.  and  Teachers  Insurance  An- 
nuity Co.  In  June,  Hyatt  Corp.  re- 
turned the  management  of  the  new 
$25-million  convention  center  and  of 
the  Condado  and  La  Concha  hotels 


to  the  Commonwealth  government; 
the  government  on  its  part  closed  its 
historic  El  Convento  Hotel  in  down- 
town San  Juan. 

True,  there  is  some  industrial  re- 
covery on  the  island.  The  so-far-un- 
profitable petrochemical  industry, 
which  employs  about  7,000  Puerto 
Ricans,  may  break  into  the  black  soon; 
but  it  would  do  so  in  large  part  only 
because  of  new  subsidies  for  foreign 
feedstocks.  There  is  talk  of  building  a 
steel  rolling  mill  to  finish  Venezuelan 
pig  iron. 

Still,  it  probably  would  take  a  Puer- 
to Rican  industrial  boom  to  bail  out 
Chase  from  its  all-too-extensive  real 
estate  commitments  there,  both  direct 
and  indirect.  As  a  well-positioned 
Chase  executive  (who  requested 
anonymity)  said  recently,  "I'd  Uke  to 
say  that  I'm  very  optimistic  about  a 
comeback  there,  but  in  truth  I'm  not. 
I  think  they're  up  against  some  very 
insurmountable  odds." 

Which  is  undoubtedly  one  reason 
why  Chase,  in  raising  its  loan  loss  re- 
serves from  $248  million  in  June  1975 
to  $309  million  last  June,  noted  that 
over  three-fourths  of  the  actual  loan 
losses  for  the  first  half  were  for  real 
estate— though  the  bank  flatly  refused 
to  assign  a  share  of  the  real  estate 
total  to  Puerto  Rico. 

For  a  while,  Chase  was  dancing  in 
Puerto  Rico  to  a  calypso  beat.  Now 
it  is  more  like  a  slow  dirge.  ■ 
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Don't  let  the  people 

who  want  to  break  up 

the  oil  companies  take  you 

down  the  wrong  road. 


*rhere  are  some  people  who  say  if  the  oil 
companies  are  broken  up,  the  price  of 
gasoline  will  go  down. 

It  just  Isn't  so. 

Not  only  will  the  price  of  gasoline  go  up, 
but  less  domestic  supply  will  be  developed. 

The  more  foreign  oil  we  have  to  import, 
the  more  we're  going  to  have  to  pay  for  our 
gasoline.  And  higher  prices  cause  inflation 
and  unemployment. 


The  most  efficient  and  economical  way 
we  know  of  to  get  you  the  oil  and  gasoline 
you  need  is  to  let  the  oil  companies  like 
Texaco  do  the  job  that  needs  to  be  done. 

So  let's  put  an  end  to  this  nonsense  of 
breaking  up  the  oil  companies. 

Getting  you  the  oil  and  gasoline  you 
need  is  a  big  job.  Doesn't  it  make  more  sense 
that  a  company  like  Texaco  with  all  its 
resources  and  experience  can  do  it  better? 


We're  working  to  keep  your  trust. 


Texaco] 


Golden  Geese  (And  Ducks) 

Thanks  to  trendy  youth,  the  feathers  are 
really  flying  these  days. 


Gold  may  be  down  on  world  mar- 
kets, but  down  is  up.  Those  fluffy 
clusters  used  to  stuff  jackets,  vests, 
pillows,  comforters  and  cushions  are 
this  year's  hottest  commodity.  A  good 
garment  grade  of  down  was  $7.50  a 
pound  less  than  a  year  ago.  Now  it's 
$11  and  still  rising. 

The  U.S.  will  import  14  milhon 
pounds  of  down  and  feathers  in  1976, 
up  175%  over  the  year  before.  Feath- 
ers and  down  are  by-products  of 
ducks  and  geese  raised  for  food. 
Which  is  why  the  U.S.  imports  80% 
of  its  consumption,  much  of  it  from 
China.  Waterfowl  are  too  fatty  for  to- 
day's lean-minded  American.  But  not 
for  the  Chinese,  for  whom  meat,  fat 
or  not,  is  a  luxury— and,  of  course, 
ducks  and  geese  can  be  fed  on  scraps. 

Down  itself  is  feathers  without 
shafts.  Down  covers  the  whole  under- 
side of  the  animal,  although  the  best 
comes  from  the  breast  and  belly. 
Washed,  chemically  cleaned  and  sep- 
arated (by  blowing— the  best  drift  to 
the  farthest  bin),  the  clusters  inter- 
twine and  form  a  nearly  weightless 
dead-air  space  when  funneled  into 
special  high-grade  nylon.  The  result- 
ing brightly  colored  balloon-like  bub- 
bles crafted  into  jackets  and  vests 
are  just  what  today's  fashion-con- 
scious teenager  "needs"  to  top  off 
his  sharecropper-modem  bib  overalls. 
They  also  make  superb  hard  or  soft 
pillows— depending  on  the  ratio  of 
down  to  feathers.  And  they  are  great 
for  sleeping  bags— if  you  can  afford 
$120  and  up  for  a  good  down  bag. 

Hence  the  boom. 

Chinese  Gambit 

China  supplies  25%  of  the  world 
export  market,  including  a  good  30% 
of  the  U.S.  import  market  since  the 
reopening  of  Sino-American  trade  re- 
lations in  1971.  And  China  says  it's 
oversold.  Deliveries  are  running  up 
to  four  months  behind  schedule. 

Most  Chinese  down  is  not  as  high 
quahty  as  that  on  the  geese  raised  by 
the  Hutterite  religious  colonies  in 
South  Dakota.  But  Chinese  down  is 
much  more  plentiful.  And  the  trade 
says  it  is  entirely  rehable.  You  get  ex- 
actly the  proportion  of  feathers  and 
down  you  order,  or  better.  The  Chi- 
nese are  nothing  if  not  precise. 

They  are  also  very  tough  business- 
men indeed. 

About  the  time  of  the  Canton  Spring 
Fair  last  year,  the  Chinese  quite  sud- 
denly slashed  30%  off  their  crude  down 


price.  Why?  Apparendy  to  get  even 
with  their  fellow  Communist  coun- 
tries in  Eastern  Europe.  Poland, 
Czechoslovakia,  Himgary  and  Ru- 
mania trade  machinery  for  Chinese 
feathers  and  down.  Caught  with  bales 
of  oversupply  dtuing  the  recession, 
they  cut  prices  and  sold  to  Western 
European  countries.  China  undercut 
the  East  European  prices  to  protect 
its  own  Western  European  turf.  It  was 
a  performance  worthy  of  the  tough- 
est capitalist. 

Also  in  the  spring  of  last  year,  the 
U.S.  eliminated  the  20%  tariff  on  im- 
ported raw  down,  thus  bringing  Chi- 
nese import  prices  in  line  with  those 
of  Taiwan  and  France,  which  were  al- 
ready operating  on  lower  tariffs  be- 
cause they  had  "most  favored  nation" 
tariff  agreements  with  the  U.S.  EHm- 
ination  of  the  tariff  was  demanded 
by  the  importers  and  manufacturers 
who  needed  the  down.  Of  course,  this 
also  made  the  Chinese  happy:  They 
need  the  dollars. 

Right  now  Chinese  prices  are  sUght- 
ly  higher  than  those  of  other  export- 
ers. In  a  seller's  market,  they  are  say- 
ing: Take  it  or  leave  it. 

The  trade  suspects  that  China  is 
holding  back  the  supply  of  crude 
down  to  get  into  much  more  lucra- 
tive finished  products— in  much  the 
same  manner  as  Taiwan.  For  exam- 
ple, China  has  put  out  feelers  for  the 
high-quality  nylon  made  in  the  U.S. 
that  is  used  to  keep  elusive  down 
clusters  inside  jackets;  the  trade  is 
betting  that  China-made  down  jackets 
will  soon  be  competing  with  Ameri- 
can-made jackets. 

Meanwhile,  the  demand  for  down 
keeps  going  up.  The  U.S.  stockpile  is 
depleted.  Military  requirements  for 
sleeping  bags  and  jackets  could  send 
the  Defense  Department  into  the  mar- 
ket to  buy  up  large  amounts  of  an 
already  limited  quantity.  No  formal 
bids  are  out  yet,  but  forecasts  are  for 
at  least  600,000  pounds  of  down  and 
feather  orders  by  mid-year  1977. 

Then  there  are  giant  clothiers  want- 
ing in  on  the  market.  Down  garments 
are  a  fragmented  market  now— about 
100  manufacturers— but  Levi  Strauss 
will  begin  test-marketing  denim-down 
vests  and  jackets  in  October.  When 
Levi  Strauss  gets  on  a  bandwagon, 
you  can  be  sure  that  it's  rolling. 

All  this  is  cheery  news  for  chemi- 
cal companies  du  Pont  and  Celanese. 
Both  have  developed  down-substitute 
.synthetics.    "Chinese    price    increases 


Time  was  when  only  a  soldier  or  a 
backwoodsman  appreciated  down's 
womb-like  comfort.  But  now  down 
garments  like  this  evening  jacket  go 
to  the  opera  as  well  as  the  woods. 

are  forcing  the  down  outer-wear  mar- 
ket into  the  hands  of  synthetics," 
says  Thomas  Vincent,  head  of  fiberfill 
merchandising  for  Celanese.  With  the 
puff-look  fad  estimated  to  run  at  least 
three  to  four  years  more,  du  Font's 
Dacron  II  and  Celanese's  Polarguard 
could  make  serious  inroads  into  the 
market.  The  synthetics  cost  about 
$1.50  a  pound  and  dry  much  faster 
than  down.  Unfortunately,  they  also 
weigh  25^  to  30%  more,  and  lightness 
is  a  major  part  of  down's  appeal. 

The  lightness  of  down,  its  warmth, 
the  fact  that  it  is  a  "natural"  organic 
material  all  contribute  to  its  appeal  in 
an  era  when  affluent  Americans  yearn 
increasingly  for  natural  things.  Such 
sentimentality  has  scant  appeal  to  the 
tough-minded  Chinese,  but  you  can 
bet  your  bottom  dollar  they  will  make 
the  most  of  it.  ■ 
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Sick  Hospital  Bonds 

A  few  years  back^  tax-free  hospital  bonds 
looked  quite  attractive.  But  now 
there  is  a  cloud  hanging  over  them. 


Headaches  go  with  the  management 
of  hospitals,  24-hour  organizations 
operating  in  an  environment  where 
most  of  the  biggest  problems  develop 
in  the  middle  of  the  night.  More  head- 
aches the  hospitals  do  not  need,  but 
another  headache  they  now  have: 
Thanks  to  the  malpractice  insurance 
mess,  a  good  many  of  them  are  in 
technical  default  on  their  bonds. 

This  is  bad  news  for  individuals— 
often  attracted  by  the  bonds'  tax-free 
status— who,  along  with  institutions, 
are  into  hospital  bonds  to  the  tune 
of  $5  billion.  In  many  cases,  the  hos- 
pitals pledged  they  would  protect 
the  investment  by  carrying  a  specified 
minimum  in  malpractice  insurance. 
Many  hospitals  can  no  longer 
afford  it.  ( In  the  case  of  new- 
er bond  issues,  the  prospec- 
tus frequently  states  that  the 
hospital  need  not  carry  such 
insurance  if  the  cost  would 
be  excessive.  But  the  net  ef- 
fect of  that  is  merely  to  leave 
the  bondholders  naked  in 
the  face  of  massive  mal- 
practice suits. ) 

Typical  of  the  experience 
that  can  hit  an  older  issue  is 
that  of  the  St.  Francis  Hos- 
pital in  Columbus,  Ga. 
Through  Eastman  Dillon  & 
Co.,  it  raised  $6.5  million  in 
1971  by  selling  7%%  tax  ex- 
empt bonds  for  the  most  part 
due  in  1999.  On  May  26  the  trustee 
for  the  bond  issue.  Citizens  &  Southern 
National  Bank,  notified  bondholders 
that  it  had  a  letter  from  the  hospital 
president  stating  that  it  was  "simply 
out  of  the  question"  for  the  hospital 
to  buy  the  $1  million  worth  of  insvir- 
ance  required  in  the  indenture;  the 
Columbus  Hospital  had  been  dropped 
by  California-based  Argonaut  Insur- 
ance, the  Teledyne  subsidiary  that  was 
once  the  nation's  leading  malpractice 
insurer.  The  hospital  was  paying 
$7,944  a  year  for  the  policy  back  in 
1968;  by  1971,  when  the  bonds  were 
issued,  the  annual  tab  was  $12,577; 
in  1974,  $38,896.  In  1975  things  real- 
ly got  out.  of  hand.  The  bill  rose  to 
$169,349.  That  was  a  terrible  blow 
to  a  type  of  institution  that,  in  the 
best  of  times,  has  difiBculty  making 
ends  meet.  At  the  time  its  insurance 
was  canceled,  the  hospital  learned 
that  it  would  have  to  pay  over 
$400,000   a   year   to   get   malpractice 
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coverage    in    the    amount    required. 

Joseph  D.  Deadwyler,  assistant  vice 
president  of  C&S,  says  the  trustee  is 
willing  to  go  along  with  a  proposal 
for  self-insurance  and  development  of 
a  reserve  fund  if  bondholders  agree. 
It  would  be  a  difficult  task  to  reach 
the  250  to  300  investors  who  have 
most  of  the  issue  in  bearer 
form  and  in  small  amounts.  The  only 
way  to  trace  ownership  is  to  find 
out  who  turned  in  coupons  for  in- 
terest payment  last  February— a  tough 
assignment. 

The  hospital  and  the  trustee  are 
trying  to  get  owners  of  at  least  51% 
of  the  issue  to  agree  to  remove  or  re- 
lieve the  requirement  for  $1   million 
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of  insurance  in  order  to  lift  the  so- 
called  "event  of  default"  that  now  ap- 
plies to  the  issue.  Bondholders,  of 
course,  would  have  little  to  gain  by 
foreclosure.  The  hospital  is  a  going 
organization  and  earning  enough  to 
meet  its  debt  service  easily.  Never- 
theless a  shadow  now  hangs  over 
the  bonds. 

Commercial  Bank  &  Trust  Co.  of 
Muskogee,  Okla.  in  June  placed  a  le- 
gal advertisement  in  newspapers  with 
bad  news  for  holders  of  $21.7  million 
Muskogee  Medical  Center  Authority 
bonds  sold  in  1974,  It  informed  them 
that  hospital  management  was  faced 
by  a  potential  increase  in  malpractice 
premiums  from  $48,764  in  1975  (for 
$3  million  of  coverage)  to  $462,552 
now.  This  would  mean  an  increase  of 
$5.50  per  patient  a  day  in  charges. 
Not  surprisingly,  management  decid- 
ed to  reduce  the  amount  of  coverage 
to  $300,000. 

To  protect  itself,  the  bank  had  the 


hospital  bring  an  action  in  court  to 
get  an  injunction  against  the  bank 
from  declaring  that  the  issue  is  in  de- 
fault. Decision  is  still  pending.  Mean- 
while the  bank  has  received  numer- 
ous phone  calls  since  that  advertise- 
ment was  first  placed;  other  bankers 
across  the  country  report  that  they 
are  in  much  the  same  predicament 
and  are  asking  for  guidance  about 
the  legal  action. 

Some  help  is  on  the  way.  Ten  states 
have  already  passed  laws  limiting 
awards  for  malpractice.  In  most  cases, 
a  pool  of  coverage  is  also  provided,  A 
1975  statute  in  Ohio  eliminates  the 
doctrine  of  sovereign  immunity  from 
hospitals  authorized  by  governmental 
bodies,  permitting  the  hospitals  to 
be  sued,  but  also  estabhshes  that 
the  Ohio  Supreme  Court  may  set  a 
schedule  of  contingency  fee  rates 
charged  by  claimants'  attorneys.  The 
law,  however,  limits  general  damages 
in  any  medical  claim  not  involving 
death  to  $200,000.  It  also  creates  an 
insurance  pooling  system  for  joint  un- 
derwriting and  shortens  the 
statute  of  limitations  for  med- 
ical claims  to  four  years  (ex- 
cept for  persons  under  ten 
years  old,  who  have  imtil 
their  14th  birthday  to  file  a 
medical  claim ) . 

With  all  the  questions  now 
being  raised,  some  analysts 
say  that  even  for  some  of  the 
larger  institutions  that  have 
ample  protection  against  law- 
suits and  enjoy  Aa  ratings,  in- 
vestor resistance  has  now 
become  so  great  that  their 
bonds  must  frequently  be 
priced  to  yield  as  high  a 
coupon  rate  as  medium- 
quality.  Baa-rated  issues  of 
other  types. 

A  case  in  point  is  the  $31-mil- 
lion  Evanston  (111.)  Hospital  debt 
that  yields  7fs%  for  AA-rated  bonds 
that  mature  in  1996.  By  contrast 
$25  million  of  Phoenix,  Ariz,  general 
obligation  bonds  that  also  mature  in 
1996  yield  only  6.1%. 

As  a  consequence,  the  hospitals  have 
the  worst  of  both  worlds.  On  the  one 
side  they  are  being  burdened  with  in- 
creased interest  expense  for  financ- 
ing their  new  facilities;  but  at  the 
same  time  they  must  assume  the  ex- 
traordinary rise  in  the  cost  of  liabili- 
ty insurance.  The  result  for  the  bond- 
holders is  a  return  on  investment 
that  is  certainly  generous,  besides 
being  tax-free. 

If  you  are  optimistic  about  the 
chances  of  holding  down  malpractice 
awards,  these  hospital  bonds  could 
look  quite  attractive.  But  they  do  car- 
ry a  risk.  In  the  bond  market,  you 
don't  get  high  yields  for  nothing.   ■ 
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m  Westinghouse. 

THREE  HORIZONTAL  ELEVATOR 

SYSTEMS  THAT  LEAVE  THE  DRIVING 

TO  A  COMPUTER  will  carry  over  22  million  passengers  this  year. 

The  runs  are  short  (the  longest  less  than  a  mile  and  a  half),  but  the 

cars  put  on  as  many  miles  in  a  year  as  a  New  York  subway  car. 

A  computer  acts  as  dispatcher  and  driver,  giving  all  orders: 
Start  up.  Faster.  Slow  down.  Stop.  Open  doors.  Close  doors.  Proved 
reliable:  Owners  report  system  availability  at  least  991/2%. 
Complete  innovative  systems  by  Westinghouse. 

(If  you're  wondering,  you  can  hop  a  driverless  ride  at  Tampa 
and  Seattle-Tacoma  Airports,  and  at  Williamsburg's  Busch  Gardens. 
Next  year  at  Miami  Airport.) 
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THE  FASTEST 
ELEVATOR  TRAVELERS 
IN  THE  WORLD 

ride  a  bank  of 
Westinghouse  elevators 
in  Chicago's  Sears 
Tower.  They  travel 
1800  feet  a  minute, 
taking  about  45  seconds 
to  climb  106  stories. 
And  our  space-age 
solid-state  technology 
is  making  vertical 
transportation  more 
efficient  than  ever. 


TWO  CITIES  IN  THE  WORLD  HAVE  COMPLETELY 
AUTOMATED  MASS  TRANSIT  SYSTEMS. 

The  first  was  San  Francisco.  The  second,  Sao  Paulo,  world's  11th 
largest  city.  Here,  on  the  first  10V2-niile  leg  of  what  will  eventually 
be  a  120-mile  network,  trains  run  automatically  90  seconds  apart, 
at  speeds  up  to  62  mph.  Train  control,  propulsion  and  drive 
equipment  are  all  Westinghouse. 

Our  motors  and  drives  also  power  New  York's 
"super  subway  cars"  15  feet  longer  than  previous  models 
and  capable  of  speeds  up  to  80  mph.  Thirty-one  new 
Metroliner  cars,  on  trains  between  New  York  and 
Washington,  are  equipped  with  Westinghouse  motors 
and  drives  and  are  designed  to  travel  at  speeds  up  to 
160  mph.  For  the  new  Metro  Rapid  Transit  System  of 
Washington,  Westinghouse  powers  all  the  cars. 


ESCALATOR  RIDERS: 
MILLIONS  TODAY, 
MORE  TOMORROW. 

We  know  the  number  will  get  bigger. 
Reason:  A  unique  product  invention  we  call 
the  Moduline  escalator.  It  permits  escalators 
to  reach  new  heights  and  thus  take  people 
where  escalators  were  once  impractical. 
We  have  several  hundred  installed, 
including  one  that  rises  eight  stories  at 
a  jump  in  Atlanta's  Omni  International 
hotel,  business  and  recreation  complex. 
Escalator  innovation  is  iust  one  reason  why 
Westinghouse  is  the  tecnnical  leader 
in  moving  people. 


Westinghouse  @ 


Faces  Behind  the  Figures 


Hidden  Meaning 

Ever  since  the  Organization  of  Pe- 
troleum Exporting  Countries  jacked 
up  the  price  of  oil  three  years  ago 
and  started  the  river  of  gold  flowing 
into  their  treasuries,  it  has  been  a 
favorite  pastime  to  speculate  over 
what  they  would  buy  with  all  that 
gelt.  And  the  answer  from  the  biggest 
oil  holder,  Saudi  Arabia,  was  that 
they  would  remake  their  country 
within  five  to  six  years.  The  price  tag: 
$140  billion. 

The  figure  has  even  been  sanctified, 
in  a  way,  by  the  U.S.  Government 
Printing  Office.  It  has  issued,  at 
$16.25  a  copy,  a  663-page  shopping 
list  put  together  by  Hisham  Nazer, 
the  Saudi  Minister  of  Planning,  with 
an  assist  from  the  Stanford  Research 
Institute.  It  seems  to  authorize  every- 
thing from  fresh  water  to  color  TV 
for  the  country's  5  million  or  so 
citizens.  Nearly  two-thirds  would  go 
for  construction  of  things  like  ports, 
petroleum  processing  plants  and  high- 
ways, with  much  of  the  rest  ear- 
marked for  education,  health  and  so- 
cial assistance  programs. 


But  there  are  serious  questions  as 
to  whether  the  Saudis  can  really 
spend  that  much  money.  On  a  recent 
Washington  visit  Nazer  said  as  much: 
"We  have  to  strike  a  balance  between 
our  needs  and  your  needs. "  For 
Saudi  Arabia  faces  an  embarrassment 
of  riches,  taking  in  more  money  at 
present  output  rates  than  it  can  sensi- 
bly use  on  its  mostly  primitive  peo- 
ple. That  is  one  factor  in  Nazer's  al- 
most plaintive  plea  to  Americans  to 
cut  their  oil  liftings  from  Saudi  Ara- 
bia, now  running  over  1  million  bar- 
rels a  day.  The  trouble  is:  We  and 
the  other  industrialized  countries  need 
the  oil.  Hence  the  Saudi  dilemma: 
Spending  the  money  involves  a  tre- 
mendous risk  of  waste  and  of  human 
and  social  upheaval— for  example, 
foreign  labor  and  technicians  would 
be  needed  in  vast  numbers;  pumping 
the  oil  means  taking  in  money  it  can- 
not Uj?;  not  pumping  it  risks  a  con- 
frontation with  the  U.S.,  Saudi  Ara- 
bia s  protector. 

One  of  the  oldest  economic  dicta 
is  still  true:  "Of  these  four  things  doth 
the  wealth  of  a  nation  consist,  of  men, 
and  iron,  and  bread,  and  gold.  And  of 


these  four  the  first  two  be  most  im- 
portant; for  men  and  iron  get  bread 
and  gold,  but  bread  and  gold  get  not 
men  and  iron."  And  Saudi  Arabia 
lacks  three  of  the  four.   ■ 


Nazer  of  Saudi  Arabia 


Schotland  of  Georgetown  U. 


Dealt  With  The 
Morgan  Lately? 

Ir  YOU  SOLD  stock  in  Kaiser  Aluminum, 
Potlatch  or  Textron  last  year,  there's 
a  one  in  three  chance  that  Morgan 
Guaranty's  $22.5-billion  trust  depart- 
ment was  the  buyer.  What  if  you 
picked  up  International  Flavors  & 
Fragrances  or  Schlumberger?  In  one 
out  of  six  transactions,  Morgan  was 
on  the  sell  side  there.  The  bank,  in 
fact,  sold  Schlumberger  on  all  but  13 
trading  days.  No  wonder  its  market 
value  slumped  more  than  30%. 

That  and  much  other  data  comes 
from  a  recent  analysis  of  Morgan's 
trading  done  for  the  House  Banking 
Committee  by  Georgetown  University 
law  professor  Roy  Schotland.  The 
bank-with  an  equity  portfolio  50% 
larger  than  closest  competitor  Citicorp 
—is  the  nation's  largest  institutional 
investor.  In  addition  to  those  exam- 
ples, Schotland  calculates  that  it  ac- 
counted for  over  5%  of  the  net  buying 
or  selling  in  50  other  major  stocks. 

This  former  Wall  Street  lawyer  isn't 
worried  about  a  capitalist  conspiracy. 
Rather,  he's  afraid  that  the  herd  in- 
stinct and  the  power  of  a  few  big  in- 


vestors may  be  hurting  the  market. 
"No  one  manages  money  better  than 
Morgan,"  Schotland  says.  "I'm  just 
concemed  about  their  trading  impact. 
Suppose  they  start  selling  and  they're 
wrong.  With  those  volumes,  it  may 
take  a  long  time  for  a  correction  to 
occur." 

To  solve  this  problem,  Schotland 
doesn't  want  to  clamp  down  on  the 
growth  of  big  banks.  Instead,  he  sug- 
gests limiting  the  amount  of  stock  in 
any  one  firm  that  a  trust  department 
can  own.  Setting  that  at  5%  of  a  com- 
pany's outstanding  shares,  he  ex- 
plains, would  greatly  reduce  the  trad- 
ing impact  of  a  few  big  investors. 
With  exceptions  for  small  banks  and 
closely  held  businesses,  the  5%  ceiling 
would  either  spread  funds  among 
more  money  managers  or  force  large 
accounts  to  s(>le(t  a  broader  range  ol 
investinents. 

"We  already  do  that,"  he  explains, 
"for  life  insurance  companies,  with  to- 
tal equity  assets  of  $28  billion.  We 
do  it  also  for  mutual  funds,  and  they 
have  equity  assets  of  $40  billion.  Yet 
we  don't  do  it  for  commercial  banks, 
and  they  have  e(juity  as.sels  some- 
where above  $200  billion.  It's  a  per- 
fect example:  The  law's  an  .iss  "   ■ 
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Chances  are,  you  know 
The  Continental  Corporation  as 
one  of  the  largest  diversified 
financial  organizations  in  the  US. 


AFFIUATED  COMPANIES -Mafortty  Owned 


AFCO  CREDIT  CORPORATION  ■  AMERICAN  TrflE  INSURANCE  COMPANY  ■  APPLETON  &  COX.  INC. 

BOSTON  OLD  COLONY  INSURANCE  COMPANY  ■  THE  BUCKEYE  UNION  INSURANCE  COMPANY*  CAFO  LIMITED  (CANADA) 

CAPITAL  FINANCIAL  SERVICES.  INC.  AND  SUBSIDIARIES  ■  COLUMBIA  REAL  ESTATE  TITLE  INSURANCE  COMPANY 

COMERCIAL  ASEGURADORA  SUiZO  AMERICANA,  S.A.  (GUATEMALA)  ■  COMMERCIAL  INSURANCE  CXDMPANY  OF  NEWARK,  N.J. 

THE  CONTINENTAL  INSURANCE  COMPANYBTHE  DINERS'  CLUB.  INC.  AND  SUBSIDIARIES 

THE  DOMINION  INSURANCE  CORPORATION  (CANADA)  ■  EQUITABLE  FIRE  INSURANCE  COMPANY 


TME  FIDELITY  AND  CASUALTY  COMPANY  OF  NEW  YORK  ■  FIREMEN'S  INSURANCE  COMPANY  OF  NEWARK.  NEW  JERSEY 
FIRST  INSURANCE  COMPANY  OF  HAWAII.  LTD.  ■  THE  GLENS  FALLS  INSURANCE  COMPANY 

GLOBAL  MARINE  SERVICES.  LTD.  (CANADA)  m  THE  INSCO  SYSTEMS  CORPORATION 

KANSAS  CITY  FIRE  AND  MARINE  INSURANCE  COMPANY  ■  THE  LONDON  SECURITY  REINSURANCE  COMPANY,  LTD.  (UNITED  KINGDC»/I) 

MARINE  OFFiCE-APPLETON  &  COX  CORPORATION  AND  SUBSIDIARIES 

NATIONAL-BEN  FRANKLIN  INSURANCE  COMPANY  OF  ILLINOIS 

NATIONAL-BEN  FRANKLIN  INSURANCE  COMPANY  OF  MICHIGAN  ■  NATIONAL-BEN  FRANKLIN  LIFE  INSURANCE  CORPORATION 


THE  NATIONAL  LIFE  ASSURANCE  COMPANY  OF  CANADA  ■  THE  NATIONAL  REINSURANCE  CORPORATION 

NIAGARA  FIRE  INSURANCE  COMPANY  ■  PACIFIC  INSURANCE  COMPANY 

PUERTO  RICAN-AMERICAN  CORPORATION  AND  SUBSIDIARIES  (PUERTO  RICO) 

ROYAL  GENERAL  INSURANCE  COMPANY  OF  CANADA  ■  SERVICIOS  Y  COMISIONES  CONTINENTAL.  S.A.  DE  C.V. 

TEXAS  TITLE  GUARANTY  COwlPANY.  INC.  ■  THE  TITLE  INSURANCE  CORPORATION  OF  PENNSYLVANIA 


THE  SECURITY  REINSURANCE  CORPORATION.  LTD.  (BERMUDA)  ■  UNDERWRITERS  ADJUSTING  COMPANY 


AFRUATEO  COMPANIES -ftot  More  Than  50  Percent  Owned 


ALTE  LEIPZIGER  VERSICHERUNG  A.G.  (GERMAN  FEDERAL  REPUBLIC)  ■  ASSOCIATED  AVIATION  UNDERWRITERS 
LA  FENIX  DE  COLOMBIA.  S.A.  ■  FRANKLIN  LIFE  INSURANCE  COMPANY  ■  HAFEZ  INSURANCE  COMPANY,  LTD.  (IRAN) 


INSURANCE  CORPORATION  OF  IRELAND,  LTD.  (IRELAND) 


INTERNATIONALE  REASSURANTIE  MAATSCHAPPIJ  N.V.  (THE  NETHERLANDS) 


LONDON  GUARANTEE  &  ACCIDENT  COMPANY  OF  NEW  YORK  ■  MALAYAN  OVERSEAS  INSURANCE  CORPORATION  (TAIWAN) 
PANAMA  INSURANCE  COMPANY,  INC.  (PANAMA)  ■  PAN  MALAYAN  INSURANCE  CORPORATION  (PHILIPPINES) 


PHOENIX  ASSURANCE  COMPANY,  LTD.  ANDSUBSIDIARIES  (UNITED  KINGDOM) 


PHOENIX  ASSURANCE  COMPANY  OF  NEW  YORK  ■  PHOENIX  BRASILEIRA  CIA.  DE  SEGUROS  GERAIS  (BRAZIL) 


PHOENIX  CONTINENTAL,  S.A.  (BELGIUM)  ■  PHOENIX  UTINO,  S.A.  (SPAIN) 


PHOENIX  OF  JAMAICA  ASSURANCE  COMPANY,  LTD.  (JAMAICA)  ■  LA  PRESERVATRICE.  A.I.R.D.  (FRANCE) 
SEGUROS  UNIVERSALES,  S.A.  (GUATEMALA)  ■  SOCIETE  NOUVELLE  D'ASSURANCES  DU  CAMERCXJN  (S.N.A.C.) 


SUD  ATLANTICA  COMPANIA  DE  SEGUROS.  S.A.  (ARGENTINA) 


L'UNION  NATIONALE  SOCIETE  GENERALE  D'ASSURANCES  DU  PROCHE  ORIENT  SAL.  (LEBANON) 


LA  VENEZOLANA  DE  SEGUROS  C.A.  (VENEZUELA)  ■  VERZEKERING  MAATSCHAPPU  MINERVA  N.V.  (THE  NETHERLANDS) 


But  with  123  years  of  consecutive 
dividends,  and  11  increases  in  the 
last  16,  a  lot  of  others  know  us  as 
"the  income  company'' 

The  Continental  Corporation 


80  Maiden  Lane.  New  York.  NY  10038 


Faces  Behind  the  Figures 


The  World  Has  Changed 


Last  year  the  sign  outside  Allan 
Mostoff's  office  at  the  Securities  &  Ex- 
change Commission  read  "Division  of 
Investment  Management  Regulation." 
Now  that  Anne  Jones  has  taken  over 
from  MostoflF  as  division  director, 
however,  that  sign  reads  simply  "Di- 
vision   of    Investment    Management." 

More  than  a  dropped  word  is  in- 
volved. The  mutual  funds  now  have 
a  sympathetic  ear  at  the  SEC. 

"The  world  has  changed,"  Jones 
has  been  saying  since  taking  office  in 
January.  "Let's  not  live  with  regula- 
tions that  don't  make  sense  anymore." 

That  message  is  good  news  for  an 
industry  hard-pressed  by  years  of  net 
redemptions  and  tightly  constricted 
by  red  tape:  The  Commission  is  eas- 
ing its  strict  rules  about  selling  and 
advertising  expenses.  Until  novv^,  funds 
have  been  forbidden  to  dip  into  the 
annual  management  fee  to  reward 
salesmen  who  sell  their  shares;  sales- 
men have  had  to  be  paid  out  of  the 
loading  charges. 

Jones,  a  41-year-old  Boston  lawyer 
with  eight  years  of  SEC  experience, 
recently  told  Blyth  Eastman  Dillon's 
new  no-load  money  market  fund  that 
it  could  hand  over  half  its  manage- 
ment   fee    to    brokers    who    sell    its 


SEC's  lones 

shares.  In  the  old  days,  such  a  diver- 
sion might  have  been  illegal.  This  is 
good  news  for  all  no-load  funds,  be- 
cause it  finally  gives  them  a  potential 
means  of  rewarding  deserving  sales- 
men. At  the  same  time,  Jones  dangles 
another  plum:  She  is  "thinking"  about 
letting  the  funds  use  a  small  portion 
of  their  assets— in  addition  to  current 
fees  and  loads— to  finance  their  ad- 
vertising campaigns. 


As  to  the  latter,  is  it  in  the  share- 
holders' interest  to  let  the  fund  use 
their  money  to  drum  up  new  busi- 
ness? Yes,  says  Jones,  if  the  new 
money  helps  offset  redemptions  that 
force  badly  timed  stock  sales.  The 
SEC's  highest-ranking  woman  not  on- 
ly wants  to  change  how  funds  pay  for 
their  promotion,  but  loosen  the  pres- 
ent tight  restrictions  on  what  they 
can  tell  the  public.  "What  I  want 
to  see,"  says  Jones,  "is  a  very  simple 
antifraud  rule  that  just  says  the 
funds  shouldn't  use  false  and  mis- 
leading advertising." 

Perhaps  the  whole  1940  Investment 
Company  Act  needs  rethinking,  she 
goes  on:  "Funds  compete  with  many 
vehicles  that  aren't  regulated  as  se- 
curities, like  banks.  Maybe  these 
should  be  regulated  more.  Or  maybe 
their  lack  of  problems  indicates  that 
funds  should  be  regulated  less." 

Jones  clearly  is  reflecting  a  changed 
attitude  at  the  SEC.  Under  Chairman 
Roderick  Hills  the  whole  trend  has 
been  tov.^ard  reducing  regulation,  not 
increasing  it.  The  fund  industry  bad- 
ly needed  a  spot  of  good  news,  and 
it  got  one.  "Jones  doesn't  have  the 
usual  bureaucratic  closed  mind,"  en- 
thused one  fundman.   ■ 


Detroit  Tiger 

Like  "The  Bird"  (wild-styled  pitcher 
Mark  Fidrych  of  the  Detroit  Tigers), 
Representative  John  Dingell  Jr. 
(Dem.,  Mich.)  hurls  for  his  team  vig- 
orously and  vociferously.  So  much  so 
that  they  send  him  back  to  Washing- 
ton election  after  election  with  barely 
a  whisper  of  opposition.  He  just 
turned  50,  but  already  he  has  held  his 
job  21  years.  His  father  held  it  23 
years  before  him. 

The  district  Dingell  represents  is 
heavily  industrialized  southwest  De- 
troit and  its  suburbs,  including  Dear- 
bom,  Ford  Motor  Co.'s  headquarters. 

That  goes  a  long  way  toward  ex- 
plaining Dingell's  various  and  some- 
times conflicting  enthusiasms.  Right 
now,  despite  his  reputation  as  a  friend 
of  environmentalists  (the  League  of 
Conservation  Voters  gives  him  con- 
sistently high  marks),  he's  pushing  a 
Clean  Air  Act  amendment  that  would 
give  auto  companies  a  couple  of  years 
longer  to  reduce  emissions  below  cur- 
rent requirements. 

Dingell,  considered  shrewd  and 
stubborn— "There's   his   way   and   the 


wrong  way,"  says  a  detractor— boasts 
his  amendment  provides  for  "the 
greatest  energy  efficiency  and  lowest 
cost  to  consumers  with  the  best  health 
and  environmental  benefits."  It  would 
also,  of  course,  help  out  Detroit,  just 


Congressman  Dingell 


in  the  first  stages  of  recovery. 

Dingell's  sympathy  for  the  auto 
companies  does  not  extend  to  the  big 
oil  and  gas  companies.  In  his  power- 
ful position  as  chairman  of  the  Com- 
merce Committee's  Subcommittee  on 
Energy  and  Power,  he  led  the  battle 
last  year  to  forestall  decontrol  of  do- 
mestic oil  prices.  Early  this  year,  in  an 
adroit  maneuver,  he  defeated  an  at- 
tempt by  colleagues  to  push  a  bill 
through  the  House  to  deregulate  nat- 
ural gas.  He  put  together  a  "com- 
promise" calling  for  deregulation  of 
small  producers  but  continued  regula- 
tion of  big  ones,  including  those  op- 
erating intrastate. 

Outrageous  as  these  positions 
seemed  in  Houston,  they  made  sense 
in  Detroit.  A  (juick  decontrol  of  oil 
prices  could  bring  back  the  auto  in- 
dustry recession.  Deregulation  of  nat- 
ural gas,  Dingell  believes,  would  put 
people  in  gas-burning  industries  like 
those  in  Michigan  out  of  work. 

Protecting  the  environment  is  im- 
portant to  Dingell.  It's  just  that  pro- 
tecting the  hometown  is  more  im- 
portant. That's  why  he's  a  Tiger,  not 
an  Astro.    ■ 
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Wherever  in  the 
world  you  have 

"ami ly  and  friends, 
wherever  in  the  woric 
you  do  business, 
an  Internationa 
"Blephone  call  is 
"he  next  best  thing 
to  being  there.        i 

)  Bell  System 


Faces  Behind  the  Figures 


iSi*t.jsaim 


Animal  Instincts 

"TiiERE  aren't  many  guys  with  the 
guts  to  start  a  busmess  at  age  57," 
Ijoasts  Bernard  Mitchell,  a  63-year- 
old  who  eight  years  ago  put  up 
$100,000  to  found  Jovan  Inc.,  a  Chi- 
cago-based fragrance  house. 

Mitchell  has  every  reason  to  be 
pleased  with  himself  and  his  $100,000 
investment  in  Jovan.  Last  year,  Jovan 
grossed  over  $30  million  in  sales,  up 
from  $19.5  million  in  1974.  This  year 
the  company  hopes  to  do  $50  million. 
And  that's  without  a  penny  of  debt. 

Indeed,  Mitchell  can  happily  rattle 
off  a  string  of  successful  enterprises 
he  nurtured  to  maturity  and  then  sold: 
a  fluorescent  lighting  and  air  condi- 
tioning firm  (he  holds  patents  in  both 
areas,  including  one  for  the  first  sealed 
window  air  conditioner) ;  a  wig  com- 
pany and  a  keyboard  organ  concern 
called  Magnus  that  he  started  when 
he  patented  the  idea  of  a  keyboard 
organ  you  could  play  by  number. 

After  selling  the  latest  of  his  busi- 
nesses in  1968,  Mitchell  started  hunt- 
ing for  a  new  occupation.  "I  studied 
a  number  of  industries  and  became 
convinced  that  fragrance  was  a 
growth  industry.  There  hadn't  been 
any  new  formations  in  it  for  a  long 
time,"  he  says. 


Mitchell  wedged  Jovan  into  the 
crowded,  heavily  advertised  fragrance 
field  with  a  novel  product  called  Mink 
&  Pearls,  a  perfumy  skin  softener  in 
a  "pearl"  women  dissolved  in  their 
bath.  Once  that  caught  on,  Jovan  had 
acquired  the  network  of  retail  con 
tacts  it  needed  to  market  a  full  line 
of  fragrances. 

The  big  boost  came  in  1972  when 
Jovan  successfully  mass-maiketed 
musk  oil,  which  it  unabashedly  pro- 
moted to  the  male  market  as  "the  pro- 
vocative scent  that  instinctively  calms 
and  yet  arouses  your  basic  animal  de- 
sires. And  hers."  Get  the  point? 

With  the  cash  flow  pouring  in  from 
all  those  sexy  men,  Jovan  took  its  first 
cautious  steps  outside  fragrance  this 
spring  by  introducing  a  new  concen- 
trated mouthwash  (Bocalav)  and  a 
nail  kit  that  does  it  all— polishes,  buflFs 
and  solves  "problem"  (chipped,  split) 
nails.  The  idea  is  to  edge  into  the 
cosmetics  and  toiletries  business  by 
making  forays  into  areas  where  voids 
exist.  The  nail  kit  is  moving  very 
nicely,  claims  Mitchell.  He  now  aims 
Jovan  toward  "becoming  at  retail 
what  Avon  is  door-to-door." 

Mitchell  has  no  plans  to  take  Jovan 
public— yet.  How  could  he  these  days? 
Now  if  he  could  just  invent  a  way  to 
revive  the  new-issues  market.  ..." 


Mitchell  of  Jovan 


To  The  20th  Century? 

"A  JUGGERNAUT  CHALLENGE,"  cried  a 

real  estate  publication.  For  many 
years  now  there  have  been  rumors 
that  Sears,  Roebuck  would  like  to 
get  into  the  real  estate  business.  And 
why  not?  Americans  turned  over  their 


Madden  of  Executrans 


houses  at  the  rate  of  2.5  million  or 
more  last  year;  from  this,  real  estate 
brokers  pocketed  more  than  $5  billion 
in  commissions  and  fees.  (That's 
Sears's  kind  of  money. ) 

What  started  the  rumors  flying 
again  was  the  announcement  that  a 
Sears  subsidiary,  Allstate  Enterprises, 
had  purchased  New  York's  Execu- 
trans Inc.  The  seller:  Frank  Madden, 
51,  a  former  Federal  Bureau  of  In- 
vestigation agent  who  was  Execu- 
trans' founder  and  owner.  By  Sears's 
standards,  Executrans  is  more  of  a 
probe  than  an  invasion  (its  revenues 
last  year  were  about  $8  million),  but 
the  news  was  enough  to  upset  the  lo- 
cal fat-cat  realtoi's  who  over  the  past 
decade  have  been  rolling  in  the  great- 
est boom  in  their  history. 

Executrans  is  in  the  business  of  re- 
locating corporate  executives,  buying 
their  old  homes,  often  monitoring  the 
moving  of  their  belongings.  ("They 
just  toss  us  the  keys,"  Madden  says.) 
The  fee:  about  $8,000  a  head,  paid 
by  the  company  and  thus  a  helpful 
fringe  that  takes  some  of  the  pain  out 
of  the  relocation. 

Basically,  Executrans  makes  its  prof- 


it from  leselling  the  purchased  house 
—the  buying  price  is  set  by  two  in- 
dependent appraisals.  To  give  the  op- 
eration a  touch  of  class,  Madden  also 
runs  Holiday  Homes  International,  a 
magazine  touting  high-priced  homes 
that  is  distributed  on  eight  airlines. 
It  also  owns  Previews,  Inc.,  the  inter- 
national purveyor  of  dream  houses. 

The  romance  between  Executrans 
and  Sears  began  in  the  money  crunch 
of  1974.  Carrying  those  houses  while 
waiting  for  easier  money  runs  up  big 
interest  costs;  Executrans  came  out  of 
1974  with  $29  million  worth  of  in- 
ventory. Madden  first  approached 
Sears's  Allstate  for  additional  capital, 
and  when  he  found  he  was  still  short, 
he  then  proposed  the  acquisition.  He 
will  stay  on  to  run  the  company. 

Will  Sears  move  deeper  into  real 
estate?  As  usual,  the  company  refuses 
to  comment.  But  the  fascination  is  un- 
doubtedly there.  Why  shouldn't  Sears 
take  a  crack  at  improving  on  the  pres- 
ent cumbersome  business  of  house- 
selling  and  the  present  ridiculously 
high  cost?  As  entrepreneur  Frank 
Madden  bluntly  puts  it:  "Real  estate 
isn't  in  the  20th  century  yet."  ■ 
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Japan's  Stained  Image 


Remember  a  few  years  back  when  American  businessmen 
were  worried  about  hard-working  Japanese  dominating 
the  world?  A  good  many  Asians  still  are. 


Japan's  economy  is  a  wonder  of  the 
modem  world.  Hardest  hit  by  oil 
price  hikes,  the  Japanese  were  first 
to  recover.  However,  there  is  a  dark- 
er side  to  the  Japanese  success  story. 
The  Lockheed  bribery  and  the  arrest 
of  former  Prime  Minister  Tanaka  are 
making  front-page  news  around  the 
world.  At  the  same  time,  Japan  is  hav- 
ing problems  with  its  Southeast  Asian 
neighbors,  the  countries  the  Japanese 
depend  on  most  for  raw  materials. 

Bloody  riots  broke  out  in  1974 
when  Tanaka  made  an  official  visit  to 
Bangkok  and  Jakarta.  Demonstrators 
burned  Datsuns  in  showrooms,  set  fire 
to  over  100  buildings  and  damaged 
some  50,000  businesses. 

Shortly  after  these  riots,  the  Car- 
negie Endowment  for  International 
Peace  asked  Raul  Manglapus,  exiled 
foreign  minister  of  the  Philippines,  to 
study  Japan's  role  in  Asia.  Mangla- 
pus, whose  son  was  educated  in  Japan 
and  became  one  of  the  few  foreigners 
in  the  management  ranks  of  a  Japan- 
ese firm,  is  extremely  critical  of  the 
Japanese.  He  predicts  serious  troubles 
ahead  for  them. 

A  Polite  Rebuttal  .  .  . 

HiROYA  IcHiKAWA  comes  close  to  be- 
ing an  official  spokesman  for  the  Japa- 
nese business  community  in  the  U.S.i 
On  leave  from  his  job  at  Keidanren, 
the  powerful  association  of  multina- 
tional corporations,  he  is  now  a 
consultant  to  the  U.S. -Japan  Trade 
Council.  Ichikawa  readily  discussed 
Japan's  troubles  with  its  Asian  neigh- 
bors and  Manglapus'  criticism.  The 
two  men  don't  entirely  disagree. 

"The  perception  of  Japan  in  Asia 
certainly  isn't  very  good.  Obviously, 
the  war  is  the  most  important  factor. 
We  controlled  that  part  of  the  world, 
and  we  didn't  know  how  to  deal  with 
local  people.  That  caused  a  lot  of 
bitterness.  Look  at  the  contrast  with 
the  British.  Indians,  for  example,  to- 
day respect  English  gentlemen  and 
want  their  children  to  speak  with  Ox- 
bridge accents.  Asians  wouldn't  dream 
of  copying  us.  That  makes  our  busi- 
nessmen very  concerned  about  the 
'ugly  Japanese'  image." 

At  about  the  time  of  the  Tanaka 
riots,  Japanese  corporations  adopted 
a  new  Code  of  Conduct  for  overseas 
operations.  Has  that  changed  things? 


"What  is  going  on  in  Japan  now 
is  very  curious,"  Manglapus  told 
Forbes  recently.  "The  Japanese  are 
hysterical  over  the  Lockheed  scandal 
—Americans  bribing  them— but  they 
show  little  interest  in  examining  their 
own  overseas  activities.  When  Gen- 
eral Sutowo  was  kicked  out  earlier 
this  year  as  head  of  Pertamina,  In- 
donesia's state-owned  oil  company,  he 
was  openly  charged  with  getting  kick- 
backs from  the  Japanese.  That  wasn't 
played  up  in  their  newspapers  at  all. 


■  ^ 


Raul  Manglapus 


"The  typical  response  is  that  it  is 
just  public  relations.  Of  course,  it 
isn't  legally  binding.  But  it  does  have 
an  impact  on  businessmen's  minds. 

"The  view  of  Japanese,  remember, 
is  not  the  same  everywhere.  In  Latin 


America  we  are  very  popular.  The 
Brazilian  government  invited  us  in. 
When  we  showed  them  those  guide- 
lines, they  couldn't  understand  why 
we  wrote  them  up.  They  want  to  di- 
versify their  sources  of  foreign  capi- 
tal beyond  the  U.S.  Everyone  tends  to 
be  unpopular  in  his  own  backyard." 

So  Japan  is  shifting  investment 
away  from  Asia  to  Latin  America? 

"To  an  extent,  yes.  Asia  is  still  vital 
to  us,  but  after  1974,  the  government 
announced  something  called  'global- 
ization of  Japanese  economic  cooper- 
ation.' The  share  of  official  funds 
spent  in  Asia  fell  from  98%  of  the 
total  to  about  90%." 

Will  the  Lockheed  scandals  make 
your  neighbors  more  anti-Japanese 
than  ever? 

"It  is  changing  our  society  greatly. 
Our  people  have  become  skeptical  of 
everything.  This  is  a  good  time  for 
opposition  politicians  to  push  for  our 
own  investigations.  The  logical  step 
is  to  look  at  what  our  businesses  do 
overseas.  That  might  help  us  reestab- 
lish good  relations  with  our  Asian 
neighbors." 
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Pinehurst  is  a  great  people-eriented 

resort  and  our  meetings  there  were 

among  our  most  successful  ever." 


"The  overall  quality  of  a  hotel  is  what  finally  determines  whether  Metropolitan 
will  select  it  for  a  major  meeting,  and.  more  importantly,  whether  we  will 
recommend  it  to  others  and  use  it  again  ourselves. 

"We  selected  Pinehurst  Hotel  and  Country  Club  for  nine  sales  recognition 
meetings  in  1976  —  our  Leaders  Conferences  —  because  it  had  everything 
we  expected  in  a  quality  meeting  site.  While  it  is  known  as  the  golf  capital  of 
the  world  "ith  five  great  courses,  it  also  boasts  a  tennis  club,  riding  and  gun 

clubs,  lake  marina,  health  club  and  spa.  combined 
with  outstanding  accommodations,  meeting  facilities, 
cuisine  and  service. 

"The  beauty,  tranquility  and  tradition  that  has 
prevailed  at  Pinehurst  for  more  than  eighty  years, 
mixes  beautifully  with  today's  informal  sophistication 
it  is  a  great  people-oriented  resort  and  our  meetings 
there  vy^  among  our  most  successful  ever.' 


Darrell  Eichhoff 
Executive  Vice  President 
Metropolitan  Life  Insurance  Company 

For  complete  meeting  and  convention  information,  call  Dwight  Rowe  at  919/295  6811  or  use 
this  coupon 

I ~ 

Mail  to 
I    Mr  Dwight  Rowe.  Dir.  of  Marketing 
I    Pinehurst  Hotel.  Box  4(K)0.  Dept.  F 
I    Pinehurst.  N.C  28374 


Name 
Addres 
Citv-  _ 


-Company 


.  State 


.Zip 
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Represented  in  New  York  and  Washington  by  David  Green;  in  Chicago  by  Daniels-Erwin 


the  man  you  want 

to  succeed 

reads 

Forbes 


Many  Asians  see  that  Americans  will 
pay  off  if  they're  asked;  Japanese,  on 
the  other  hand,  come  in  offering  deals. 

"Jiipan  has  tremendous  influence  in 
Southeast  Asia.  It  is  already  the  big- 
gest trading  partner  for  Indonesia, 
Malaysia,  the  Phihppines,  Singapore 
and  Thailand— the  major  countries  in 
the  area.  The  Japanese  Ministry  of  In- 
ternational Trade  &  Industry  estimates 
that  foreign  investment  will  jump 
from  about  $10  bilhon  now  to  $93 
billion  in  1985. 

"Things  are  on  a  collision  course: 
There  is  growing  involvement  coupled 
with  corruption.  Local  leaders  are 
questioning  the  value  of  the  technol- 
ogy that  is  brought  in.  And  the  Jap- 
anese can't  communicate  with  other 
cultures." 

Perform  Or  Else 

Forbes  reminded  the  Filipino  that 
outside  investors  are  always  handy 
political  targets.  Why  pick  on  the  Jap- 
anese? He  replied: 

"Their  foreign  managers  are  mider 
incredible  pressure  to  perform.  That's 
where  the  urge  to  corrupt  begins. 

"They  are  very  much  aware  of 
their  own  limited  resources.  They  are 
nearly  100%  dependent  on  imported 
raw  materials.  'To  succeed,  we  must 
preempt  tomorrow's  market,'  is  the 
way  one  professor  there  explained  it 
to  me.  To  do  that,  they  have  to  de- 
velop foreign  reserves  themselves, 
which  takes  capital.  So  the  average 
Japanese  firm  operates  with  80%  or 
90%  debt— mostly  short-  or  medium- 
term  loans.  In  the  U.S.,  such  a  ratio 
would  probably  mean  bankiuptcy. 
For  the  Japanese,  it  creates  a  bicycle 
economy:  Move  fast  or  you  fall  over. 

"Japan's  cultural  and  geographic 
isolation  has  made  a  very  peculiar 
man.  One  theory  is  that  wet  rice  culti- 
vation produces  a  totally  organized 
community,  a  vertical  household 
where  everyone  has  his  place.  That 
is  the  way  rank  developed  in  Japan. 
Seniority  in  the  family  unit— called  the 
ie— became  ruling. 

"Their  language  shows  how  impor- 
tant this  is.  There  are  different  words, 
to  address  your  senior,  your  equal  and 
your  inferior.  Two  Japanese  in  a  traiti 
will  never  strike  up  a  conversation  un- 
less they  already  know  each  other; 
it  would  be  embarrassing  to  use  the 
wrong  word  forms.  With  trouble  com- 
municating among  themselves,  no 
wonder  they  cannot  understand  oth- 
er cultines." 

Be  that  as  it  may,  Forbes  remarked, 
they  make  superb  businessmen.  Man- 
glapus  agreed  and  explained  why: 

"During  the  Meiji  restoration  at  the 
tuni  of  the  century,  their  spirit  ol 
rank  and  seniority  was  the  only  thinj^ 
they  could  use  to  organize  themselves 
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nto  commercial  firms.  The  first  really 
arge  business  in  Japan  was  the  rail- 
oad,  and  the  word  for  it  was  'railway 
amily,'  not  'railway  company.'  The 
ertical  family  ie  became  the  cor- 
)orate  ie.  That  evolved  into  the  na- 
ional  ie,  with  the  businessman  at  the 
op.  The  tension  that  you  have  here 
in  the  U.S.]  between  business  and 
;ovemment  is  nonexistent  in  Japan." 

A  nice  lesson  in  sociology.  But  what 
loes  that  have  to  do  with  why  Japa- 
lese  businessmen  are  headed  for  trou- 
>le  in  Asia? 

"You  must  look  at  what  I  call  the 
iiternational  ie.  The  Japanese  view 
he  whole  world  as  a  totem  pole— the 
3gical  extension  of  their  vertical  so- 
iety.  Americans  and  some  Europeans 
re  at  the  top.  Japan  is  somewhere  in 
he  middle,  and  Southeast  Asians  are 
t  the  bottom.  This  is  almost  ex- 
iressed  in  racial  terms.  Saburo  Oh- 
ita,  their  best-known  economic  plan- 
er, once  told  me:  'The  U.S.  will  do 
he  big  things— big  cars,  big  planes, 
ig  computers.  We  will  produce  the 
mall  cars  and  small  computers.  The 
est  we'll  leave  for  the  developing 
lations.' " 

)epressive  Investment? 

Isn't  that  the  way  economic  devel- 
pment  takes  place?  After  all,  you 
an't  start  by  building  747s  in  Borneo. 

"No,  but  here  is  an  example  of  what 
i  happening.  Selling  fruit  drinks  used 
3  be  a  healthy  cottage  industry  in 
ndonesia.  Now  Coca-Cola  is  there— 
s  a  Japanese  venture— with  machines 
or  bottling  and  advertising  to  create 
emand.  All  they  really  use  locally  is 
/ater  and  sugar.  Instead  of  lots  of 
mall  entrepreneurs,  there  are  only  ten 
areign-owned  soft-drink  plants  in  the 
/hole  country.  The  politicians  can't 
;ive  me  statistics,  but  they  claim  for- 
ign  investment  may  actually  create 
inemployment. 

"Also,  they're  beginning  to  feel  that 
11  that  talk  about  exchange  flowing 
1  from  abroad  isn't  so  valid.  A  lot 
f  Japanese  capital  is  actually  bor- 
owed  from  local  banks.  Small  busi- 
lessmen  dorut  have  credit  ratings  to 
ompare  with  big  Japanese  firms." 

Aren't  those  the  standard  argu- 
lents  you  could  make  against  al- 
nost  any  outside  investors? 

"Yes,  but  the  concern  abovit  the 
apanese  has  all  those  other  elements, 
besides,  their  presence  is  very  visible, 
n  Indonesia,  again,  most  consumer 
;oods  are  Japanese.  You  see  them  ad- 
ertised  everywhere.  U.S.  involvement 
•i  in  the  countryside  and  low-key, 
nostly  in  oil  and  mining. 

"My  main  point  is  that  Japan's 
;rowing  presence  is  a  very  combus- 
ible  factor  in  Southeast  Asia— and 
nost  outsiders  don't  realize  it."  ■ 
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It's  axiomatic  that 
people  make  a  com- 
pany and  people  cause  a 
company  to  grow.  MAPCO 
people  work  harder  than  average 
at  this . . .  each  one  producing  an  annual 
average  of  $156,000  in  sales  and  revenues. 
This  compares  to  1965,  when  each  MAPCO 
employee  produced  an  average  of  $47,000 
in  annual  sales  and  revenues. 

To  learn  more  about  MARCO'S  growth  and 
how  it's  happening,  write  for  our  annual  report. 


LARGE  CASH  RETURN 

from 

OIL  and  GAS  LEASES 
ON  PUBLIC  LANDS 

•     •     •     •     • 

The  United  States  Department 
of  the  Interior  (Bureau  of  Land 
Management)  holds  non-com- 
petitive public  drawings  each 
month  to  afford  all  citizens  over 
the  age  of  21  years  an  equal 
opportunity  to  own  oil  and  gas 
lease  rights  on  lands  owned  by 
the  Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  exceed- 
ing $75,000.00  immediately, 
plus  an  overriding  royalty  for 
possible  future  income. 


For  further  information  on  how  you 
can  intelligently  participate  in  the 
government  sponsored  program,  con- 
tact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978-FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number  800-545-7955 


SPRAY  COAT 

RESTORES 

BLACKTOP 


li 


FREE  2  GALLON  SAMPLE 

Rain,  snow,  sleet,  ice,  wind  and  sun 
will  erode  your  expensive  blacktop 
pavement  unless  it  is  properly  protect- 
ed. SQUEEGE-COTE®  provides  the 
necessary  shield  in  one  easy  applica- 
tion and  lends  a  well  maintained  ap- 
pearance to  your  grounds.  Spray 
equipment  is  available  at  no  charge  for 
application  to  large  areas.  Inquire 
today.  FREE  2  Gallon  SAMPLE. 
FREE  64  page  Catalog.  (Offer  not 
valid  for  home  use.) 


Randustrial  ® 
Corporation 

Sales  Offices  in  Principal  Cities 


13306  Union  Ave./Cleveland.  Ohio  44120 
Phone:  (216)  283-0300 
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In  financial  circles^  when  it 

comes  to  insurance,  nobody  knows 

the  way  around  as  well  as  we  do. 


Around  brokerage 
and  investment  institu- 
tions.  Around  banks. 
Around    commercial    insur- 
ance in  all  its  complexities. 

The  fact  is,  nobody  else  has 
more  experience  in  this  area  be- 
cause nobody  else  handles  more 
financial  accounts  than  we  do. 

And  we're  ready  and  waiting 
to  offer  you  all  the  benefits  of 
this  experience. 

When  it  comes 
to  insurance, 
come  to 
the  leader. 


We  got  this  way  by  being  very 
thorough  and  very  competitive. 
Since  we  do  so  much  business 
with  insurance  underwriters,  we 
know  where  to  look  for  the  best 
possible  coverage  at  the  most 


reasonable  cost. 
And  once  a  policy  is 
written,  that's  not  the  end 
of  it:  We  review  it  regularly,  al- 
ways making  certain  that  you're 
getting  the  best  value  in  terms 
of  coverage  and  service. 

That's  how  we  do  things  at 
Marsh  &  McLennan.  We  figure 
what's  good  for  your  business  is 
good  for  our  business. 


For  a  long  time  now,  the  insur- 
ance companies  have  been  fair 
game.  "Don't  worry,  tlie  insurance 
company  will  pay  for  it,"  has  become  a 
standard  phrase. 

Nobody  seems  to  remember  that 
the  insurance  company  can't  pay  un- 
less it  collects  the  money  from  you. 
Rip  off  the  insurance  company,  and  in 
the  long  term,  you're  ripping  off  your 
friends    and   neighbors— and    yourself. 

Now  the  bills  are  starting  to  come 
in  for  the  orgy  of  steadily  rising 
claims.  In  Florida,  for  example,  two 
increases  in  a  row  have  raised  the 
typical  price  of  an  Allstate  auto  pol-» 
icy  51%  in  the  last  year.  Individuals 
may  find  their  policies  rising  much 
more,  doubling  in  some  cases.  But 
even  that  is  peanuts  compared  with 
what  is  happening  in  unregulated 
commercial  insurance  rates.  Product- 
liability  poUcies  routinely  cost  five, 
ten  or  20  times  more  on  renewal— if 
they're  available  at  all.  Hospital-lia- 
bility policies  on  average  cost  twice 
as  much  this  year  as  last,  says  a 
spokesman  for  St.  Paul  Cos.  In  Mis- 
sissippi, however,  its  average  charge 
per  bed  went  from  $43  to  $107,  or  up 
148%.  But  there's  a  catch:  The  only 
kind  of  hospital  policy  St.  Paul  sells 
now  is  "claims  made."  It  covers  you 
only  for  claims  made  during  the  year 
you're  paying  for.  Such  policies  used 
to  cover  claims  made  anytime  as  long 
as  they  originated  during  the  covered 
period.  Thus,  you  pay  more  for  less. 

The  rate  increases  vary  from  com- 
pany to  company,  from  line  to  line, 
from  state  to  state,  but  overall  they 
will  probably  amount  to  20%  this  year, 
fully  accounting  for  the  estimated  20% 


Who  Is  Raping  Whom? 

Raped  in  her  motel  room^  Connie  Francis  wins  $21/2  million 

from  Howard  Johnson.  Who  pays?  You  do, 

and  you  may  end  up  unable  to  buy  insurance  at  all. 

rise  in  premiums  written  this  year. 
The  trouble  is  the  lag  between  the 
pleasure  in  collecting  from  the  com- 
pany and  the  pain  of  having  to  pay 
higher  rates.  Because  of  this  lag,  prop- 
erty and  casualty  companies  paid  out 
$6.9  billion  more  in  claims  in  1974 
and  1975  than  they  took  in  as  premi- 
ums; this  deficit  wiped  out  a  major 
part  of  the  $7.7  billion  earned  from 
their  investments. 

Back  In  Balance 

This  year,  the  picture  is  better.  Un- 
deiAvriting  losses  should  be  down  to 
about  $1/2  billion,  and  some  $4  bil- 
lion in  investment  income  will  more 
than  offset  that  loss.  But  the  im- 
provement is  a  consequence  of  much 
higher  insurance  rates  rather  than  of 
more  moderate  claims.  If  people  con- 
tinue to  regard  the  insurance  com- 
panies as  fair  game,  and  if  inflation 
gets  out  of  hand  again,  there  will  be 
no  alternative  for  the  companies  but 
to  raise  rates  even  higher. 

Since  insurance  is  a  necessity  in 
the  modern  world,  the  public  will  sim- 
ply have  to  get  used  to  higher  rates. 
But  even  with  higher  rates,  the  public 
may  end  up  unable  to  buy  as  much 
insurance  as  it  wants  and  needs. 
Without  sufficient  profits,  insurance 
companies  can't  build  the  insuring  ca- 
pacity they  need. 

An  insurance  company  must  back 
its  premiums  and  its  coverage  with  a 
policyholder  surplus.  Unless  the  sur- 
plus grows,  insuring  capacity  remains 
static.  In  a  growing,  inflation-ridden 
economy,  the  day  inevitably  comes 
when  the  surplus  is  insufficient  to  sup- 
port the  needed  insurance.  In  1972 
aggregate  surpluses  were  $28.2  bil- 
lion; at  the  end  of  1975,  $25.3  bil- 
lion. The  surpluses,  in  short,  haven't 
kept  pace  either  with  inflation  or 
with  the  economy. 

Apparently  many  people  are  start- 
ing to  realize  this.  Says  New  York 
State  Superintendent  of  Insurance 
Thomas  A.  Harnett:  "In  my  dealings 
with  legislators  and  officials  and  peo- 
ple who  show  up  at  hearings,  I  can 
sense— for  the  first  time— a  feeling  it's 
the  people's  money  that's  involved." 

It  is  not  just  monetary  inflation  that 
hurts  the  industry  and— ultimately— 
the  public.  There  is  also  the  so-called 
"social  inflation"— the  growth  in  van- 
dalism, in  carelessness  and,  most  im- 


Connie  Francis 

portant,  in  the  growing  tendency  of 
courts  and  juries  to  give  outrageous 
awards  to  alleged  victims.  Case  in 
point:  Singer  Connie  Francis  won  $2/2 
million  from  Howard  Johnson  this  July 
after  being  raped  in  a  Howard  John- 
son motel  room.  Howard  Johnson 
didn't  rape  anybody.  But  a  rapist  on 
its  premises  did.  Obviously,  Howard 
Johnson's  insurance  bills  will  go  up. 
It's  a  safe  bet  Francis'  will,  too.  Some- 
where somebody  won't  be  able  to  get 
liability  insurance  at  all. 

The  thinness  of  insurance  surpluses 
and  the  constant  losses  are  showing 
up  in  a  tight  market.  "The  companies 
will  say,  'Oh,  yes,  we're  writing  new 
business,'  "  says  William  J.  Doyle,  ex- 
ecutive vice  president  of  the  Inde- 
pendent Insurance  Agents  Associa- 
tion of  New  Jersey.  "But  then  ask 
them  what  kind  of  business,  and  how 
much.  They  have  quotas,  guidelines, 
suddenly  they  decide  they  won't  write 
restaurants.  .  .  ." 

These  problems  aren't  limited  just 
to  the  New  Jersey  market,  notorious 
for  its  low  rates,  Doyle  adds.  At  a  re- 
cent meeting  of  his  counterparts  from 
states  across  the  country,  he  says, 
"Forty  out  of  50  said  they  couldn't 
place  business  in  the  regular  market. 
It's  going  into  the  assigned-risk  pools 
and  FAIR  [Fair  Access  to  Insurance 
Requirements]  plans."  Countrywide, 
for  example,  applications  to  the  as- 
signed-risk pool  (for  drivers  who  can't 
get  coverage  in  the  regular  market) 
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are  up  46%,  to  1.1  million 
for  the  first  seven  months 
of  this  year. 

Commercial  business  is  a 
httle  easier  to  place— as 
long  as  the  client  is  willing 
to  pay  through  the  nose, 
says  Franklin  R.  Wieczyn- 
ski,  corporate  secretary  of 
Alexander  &  Alexander,  Inc. 
Problems  don't  end  when  you  get 
your  quote  and  go  back  to  the  client. 
Our  marketing  people  are  wearing 
themselves  out.  First  they  market  the 
clients  to  the  underwriters,  and  then 
they  have  to  market  the  underwriters 
to  the  clients." 

"It's  the  smaller  businesses  that  are 
really  being  hurt,"  says  C.C.  (Bud) 
GriflBn,  a  partner  of  Warren,  Mc- 
Veigh, Griffin  &  Himtington,  a  San 
Francisco-based  insurance  consulting 
firm.  "Some  of  them  are  driven  to  the 
wall,  even  driven  out  of  business.  I 
know  a  broker  who  lost  an  account 
because  the  customer  couldn't  afford 
insurance  and  shut  down  his  business." 
Havir  Manufacturing  Co.  of  St. 
Paul,  Minn,  is  another  case.  A  small 
($2  million  to  $3  million  in  annual 
sales)  but  profitable  punch-press 
manufacturing  company,  it  an- 
nounced last  November  that  it  would 
liquidate  its  assets  and  go  out  of  busi- 
ness because  of  staggering  insurance 
costs.  Its  annual  insurance  premium 
of  $4,000  had  been  more  than  dou- 
bled in  March  1975,  and  in  Septem- 
ber the  insurance  was  canceled.  Oth- 
er carriers  offered  insurance  at  around 
$200,000  a  year.  Forget  it! 

But  the  company  has  a  new  prob- 
lem. No  one  wants  to  buy  Havir's  in- 
ventory or  facilities.  The  insurance 
costs  are  too  high. 

Many  of  the  norurenewals  have  lit- 
tle to  do  with  the  merits  of  the  in- 
dividual business.  "Some  companies 
will  not  write  business  even  i£  they 
could  really  expect  a  profit  on  it," 
says  John  H.  Bretherick,  executive 
vice  president  of  Continental  Insur- 
ance Co.  "If  you're  not  careful,  you 
get  more  business  than  you  can  han- 
dle—not only  from  a  capacity  stand- 
point, but  in  terms  of  administrative 
capabilities."  Continental  has  public- 
ly announced  it  will  limit  its  increases 
in  written  premiums  this  year  to  15%. 
With  rate  increases,  this  means  the 
company's  actual  number  of  policies 
probably  iwon't  grow  at  all. 

The  Liability  Of  Liability 

The  problem  is  that  the  propor- 
tion of  liability  exposure  in  property- 
liability  insurance  has  gone  up  dras- 
tically, from  about  50%  of  the  total 
ten  years  ago  to  almost  70%  today. 
The  cost  of  most  property  damage  is 
immediately    apparent:     A    building 


THE  UNDERWRITING  RISK  GROWS 
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Abandortng'the  traditional  low  ratio— which  dropped  to  1.1 
in  1955— of  annual  premiums  to  surplus,  property- 
casualty  companies  as  a  whole  built  their  risk 
element  to  a  2.2-to-l  ratio  in  1974— 
a  gamble  that  didn't  pay  off. 
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bums  down  or  a  car  crashes  and  a 
claim  is  filed.  But  a  rape?  Or  a  Idd 
falling  into  your  swimming  pool? 

Liability  insurance  includes  all 
kinds  of  coverages— medical  malprac- 
tice and  other  professional  liability; 
product  hability;  homeowners';  auto 
drivers'  and  workmen's  compensation. 
Liability  was  once  regarded  as  a 
small  part  of  a  general  package  poli- 
cy. But  losses  have  changed  liability 
coverage  from  an  extra  to  the  chief 
area  for  caution. 

The  problem  is  that  liabihty  is 
open-ended.  Lawyers  working  for  a 
percentage  of  the  take  encourage  cli- 
ents to  sue  for  all  they  can  get.  And 
juries,  which  still  tend  to  think  of  in- 
surance companies  as  "they,"  not 
"us,"  readily  award  plaintiffs  enor- 
mous sums.  Winning  such  a  suit  can 
be  better  than  winning  the  lottery. 

The  awards  can  be  ridiculous.  T. 
Lawrence  Jones,  55,  president  of  the 


American  Insurance  Association,  re- 
calls an  extreme  case  last  May.  "A 
Southport,  Conn,  firm  was  ordered  by 
a  jury  in  Alaska  to  pay  $138,000  in 
actual  damages  and  $2.9  million  in 
punitive  damages  to  a  man  who  was 
shot  in  the  ankle  by  its  defectively 
designed  revolver."  Jones  adds,  re- 
vealing his  age:  "Even  Betty  Grable's 
ankles  were  never  worth  that  much." 
The  other  problem  with  liability  is 
its  "long  tail":  Liabihty  exposure  can 
continue  long  after  the  premium  is 
paid,  and  then  be  extended  even 
further  by  protracted  litigation.  Con- 
sider the  case  of  a  Warsaw,  Ind.  man, 
reported  recently  in  the  'Nexa  York 
Times.  The  man,  Robert  L.  Fuson, 
contends  he  swallowed  a  piece  of 
metal  while  dining  at  Larison's  Tur- 
key Farm  Inn  in  Chester,  N.J.  two 
years  ago.  At  the  time  he  "felt  a 
sharp  object  going  down  his  throat," 
and  was  hospitalized  soon  thereafter. 


Trial  By  Jury 


Best's  Insurance  News  Digest  re- 
ports that  in  mid- July  a  jury  in  Orange 
County,  Calif,  squeezed  the  Wash- 
ington National  Insurance  Co.  of 
Evanston,  111.  for  a  record-shattering 
award  of  $118,952  in  compensatory 
damages  and  $5.3  million  in  punitive 
damages.  The  plaintiff  had  originally 
sued  for  only  $10,000  and  $2  million. 
Why  did  the  jury  up  the  ante?  The 
law  says  the  company  must  be  guilty 
of  mabce,  oppression  or  fraud.  It  was 
close  to  a  Gilbert  &  Sullivan  parody. 
Bringing  the  suit  for  presenile  de- 
mentia was  Julius  Austero,  a  57-year- 
old  lawyer  covered  by  a  California 
Bar  Association  group-sponsored  in- 
dividual income  policy  in  existence  for 


18  years.  Austero's  attorneys  say 
they  offered  to  settle  for  $450,000. 
At  the  pretrial  settlement  confer- 
ence, Judge  Bruce  Sumner  urged  a 
compromise  settlement,  reportedly  de- 
claring that  there  was  a  50-50  chance 
that  the  plaintiff  might  be  able  to  re- 
cover only  as  much  as  $25,000.  Ten- 
derhearted, the  jury  filled  his  cup  to 
overflowing. 

Naturally,  Wa.shington  National 
will  appeal  if  the  trial  judge  upholds 
the  jury's  verdict.  Let  us  hope  thai 
when  the  jurors  open  their  mail  and 
discover  that  their  insurance  rates 
have  gone  up,  they  will  have  the  good 
grace  not  to  complain  about  "greedy  " 
insurance  companies. 
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But  the  owner,  Willis  Larison,  wasn't 
sued  until  this  July,  when  Fuson  filed 
for  $500,000.  Says  Fuson's  lawyer, 
George  J.  Donohue:  "In  a  case  like 
this,  you  want  to  wait  as  long  as  you 
can  [to  sue]  so  you  can  get  a  better 
idea  of  how  much  you  should  ask  for." 
The  woman  who  answered  Larison's 
phone  said  only:  "I  have  nothing  to 
say  about  it.  The  insurance  compa- 
ny's handling  it."  Of  course. 

Geico:  Object  Lesson 

So,  the  public  pays  more  for  in- 
surance. And  it  pays  more  for  prod- 
ucts made  and  sold  by  businessmen 
who  are  passing  on  their  own  in- 
creased costs  of  insurance.  In  the 
end,  the  company  doesn't  pay.  The 
public  does. 

Which  is  why— in  spite  of  their  re- 
cent woes— that  things  are  starting  to 
look  up  for  the  insurance  companies 
and  their  stockholders.  The  politically 
appointed  men  who  regulate  the  in- 
dustry are,  of  course,  sensitive  to  the 
feelings  of  the  rate-paying  public. 
But  they  are  also  sensitive  to  cries 
for  help  from  others  who  can't  get 
insurance  at  any  price. 

Rough  as  it  was,  the  fiasco  involv- 
ing Government  Employees  Insurance 
Co.  had  a  silver  lining.  Geico  had  al- 
ways been  unpopular  with  its  rivals 
for  its  low  rates  and  aggressive  mar- 
keting; its  near  insolvency  demon- 
strated that  the  critics  were  right: 
Geico's  cheap  rates  were  unsound. 
Geico's  plight  has  made  most  regula- 
tory agencies  more  sympathetic  to 
requests  for  rate  increases.  Where  this 
hasn't  yet  happened— as  in  New  Jer- 
sey—insurance is  becoming  harder 
and  harder  to  get.  Other  problem 
states:  New  York,  Pennsylvania,  Mas- 
sachusetts and  Michigan.  Says  Wil- 
liam M.  Berry,  president  of  Mil- 
waukee's NN  Corp.:  "Everybody 
ought  to  get  out  of  those  states.  That's 
the  only  way  the  regulators  can  learn 
they're  not  doing  anybody  any  favors 
by  keeping  rates  low." 

But  it's  a  cyclical  world.  The  cycle 
is  swinging  back  the  insurance  com- 
panies' way  again,  with  inflation 
slowing  down  and  premiums  heading 
up.  "Business  is  extremely  easy  to 
come  by,"  says  Bruce  Maines,  a 
Safeco  vice  president.  "The  only  prob- 
lem is  to  select  what  we  want." 

You  can  bet,  however,  that  some- 
where down  the  road  the  industry 
will  start  getting  careless  again,  reach- 
ing for  busings,  taking  on  extra  risks, 
shading  premiums.  You  can  also  bet 
that  the  game  of  rip-ofi^-the-insur- 
ance-company  will  go  on.  In  short, 
this  is  an  industry  where  it  doesn't 
pay  to  be  outrageously  pessimistic  but 
it  doesn't  pay  to  be  outrageously  op- 
timistic, either.   ■ 


Is  exporting  your  intention? 
You  need  the  3rd  dimension. 
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No  matter  what 
product  you  make,  no 
matter  what  services 
you  offer,  there  are 
three  ways  FCIA  can 
help  you  to  successfully 
export  them.  We  call 
them  the  third 
dimension  in  credit 
flexibility. 

First,  in  more  than 
140  countries  around 
the  globe,  an  FCIA 
policy  is  protection 
against  the  loss  of  dollar 
obligations  due  to 
commercial  or  political 
risks. 

Second,  here  at 
home,  an  FCIA  policy 
is  recognized  as 
collateral  towards  more 
flexible  financing  by 
financial  institutions. 
(That's  because  FCIA  is 
backed  by  53  of  our 
country's  leading 
marine,  property  and 
casualty  insurance 
companies  and  by  the 
Export-Import  Bank  of 


the  United  States, 
Eximbank.) 

Third,  FCIA 
insurance  lets  you 
extend  selling  terms  to 
your  overseas 
customers,  thus  making 
your  product  more 
competitive  and 
increasing  your  sales. 

With  your  credit 
risks  eliminated  and 
with  help  available  for 
financing  your 
receivables,  you  are 
ready  to  compete  with 
other  exporters  and 
foreign  suppliers.  Or, 
another  way  of  putting 
it  is,  with  FCIA,  your 
profits  abroad  might  be 
even  better  than  your 
profits  at  home. 

FcSn 

Foreign  Credit  Insurance  Association 
Headquarters  Office; 
One  World  Trade  Center. 
New  York,  N.Y.  10048 
Regional  Offices:  Atlanta,  Chicago, 
Cleveland,  Houston.  Los  Angeles. 
Milwaukee.  San  Francisco, 
Washington.  D.C. 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR 

Dallas,  Teias  75229  Ph.  (214)  243-4253 

Coll  loll  free  800-527-26S4  eicept  from  Teios 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant    Hi    income    for    right    person. 

$U.S.  34,000  Cash  Will  Handle 

For  details  mtts  iMn|  phone  no.  to:  Dept  21,  Computer  Capital  Corp., 

6122  Hollywood  Blvd.,  Los  Angeles,  Calif.  90021 

OR  Call  Mr.  Van:  (213)  463-4M1 
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Birth  Pains 


Variable  life  insurance  is  a  product  whose  time 
has  come— or  whose  time  is  coming. 


S 


ince  the  late  1960s, 
when  inflation  began 
to  dimb,  there  has  been 
lots  of  talk  about  variable 
life  insurance— life  insur- 
ance tied  to  equity  invest- 
ments. The  stock  market  goes  up, 
your  heirs  get  paid  more.  It  goes 
down,  they  get  paid  less— but  never 
less  than  the  policy's  face  amount. 
(The  guarantee  of  a  minimum  bene- 
fit differentiates  variable  life  from 
variable  annuities,  which  are  basically 
an  investment  rather  than  insurance.) 
If  you've  been  waiting  to  buy  a 
variable  life  insurance  policy,  you 
may  not  have  to  wait  much  longer. 
Last  December  the  Securities  &  Ex- 
change Commission  cleared  Equitable 
Life  Assurance  Society's  proposed 
guidelines  for  variable  life  insurance, 
and  Equitable  has  received  the  go- 
ahead  to  market  VLI  from  14  state 
insurance  departments.  Next  stop: 
New  York,  Equitable's  home  state. 
"My  expectation  is  that  we'll  be  in 
business  in  New  York  before  the  end 
of  September,"  says  Harry  Walker, 
president  of  Equitable  Variable  Life 
Insurance  Co.  (EVLICO),  Equitable's 
VLI  subsidiary. 

But  don't  expect  a  swarm  of  agents 
to  beat  down  your  door  selling  VLI. 
A  lot  of  problems  are  still  to  be  solved 
before  VLI  catches  on. 

Other  life  insurers,  represented  by 
the  American  Council  of  Life  Insur- 
ance, want  more  hberal  exemptions 
from  the  1940  Investment  Company 

The  Game  of  Life  Insurance 


Act  than  Equitable  got  from  the 
SEC.  Equitable  requested  exemptions 
from  two  sections  of  the  1940  Act- 
concerned  with  sales  load  limits  and 
voting  rights— and  got  them.  The  oth- 
er companies  think  EVLICO's  9%  av- 
erage sales  load  spread  over  20  years 
is  too  low,  particularly  the  limit  of  a 
20%  sales  load  in  the  first  year. 

"The  limitation  on  the  sales  load 
may  reduce  the  commission  we  can 
pay  our  agents,"  explains  Arthur  L. 
Blakeslee,  an  Aetna  Life  &  Casualty 
vice  president  who  has  responsibility 
for  developing  VLI  there.  "The  ques- 
tion is,  what  does  it  take  to  get  sales- 
men to  go  out  and  sell  the  product 
at  a  reduced  commission  on  the 
grounds  that  it's  attractive?" 

But,  alas,  bureaucracy  is  a  many- 
layered  splendor.  Even  if  the  indus- 
try wins  the  SEC  to  its  cause,  it  faces 
yet  another  hurdle:  The  National  As- 
sociation of  Insurance  Commissioners 
is  opposed  to  any  federal  regulation 
of  VLI.  The  NAIC  says  VLI  is  life 
insurance  and  therefore  subject  solely 
to  state  control,  and  it  hopes— if  it  can 
raise  the  money— to  take  the  SEC  to 
court  on  the  issue.  Industry  sources 
fear  that  if  the  NAIC  litigates,  it 
will  encoxirage  member  state  com- 
missions to  prohibit  the  marketing  of 
VLI  until  the  matter  is  settled. 

Aside  from  all  these  regulatory 
snafus,  there  is  the  persistent  problem 
of  how  insurance  companies  can  per- 
suade the  public— and  their  insurance 
agents— to   accept   VLI.    Agents   have 


been  making  the  safety-first,  fixed- 
dollar  guarantee  pitch  for  life  insur- 
ance for  years.  "Now,"  says  one  ana- 
lyst, "the  companies  are  going  to  tell 
agents  they  have  to  change  their 
sales  habits." 

EVLICO  has  been  somewhat  dis- 
appointed with  VLI  so  far,  although 
it's  a  bit  early  to  tell.  Since  it  has  a 
policy  minimum  of  $25,000,  its  mar- 
ket is  mostly  upper  income;  premi- 
ums for  a  basic  $25,000  policy  at  age 
25  average  around  $400  a  year,  $500 
at  age  35.  "Taking  what  the  Equit- 
able sells  of  permanent  life  insurance 
with  policy  amounts  above  $25,000, 
we  would  have  been  satisfied  to  sell 
10%  of  that,"  says  Walker.  "But  in- 
stead of  one  out  of  ten,  we're  selling 
only  one  out  of  15." 

Walker  figures  the  Equitable  won't 
start  showing  an  operating  profit  on 
VLI  for  about  15  years,  when  re- 
newal premiums  may  finally  catch  up 
with  new  policy  costs.  Any  new  in- 
surance product  requires  heavy  start- 
up costs,  but  VLI— shackled  by  state 
and  federal  regulatory  difficulties— has 
been  worse  than  most. 

As  if  all  this  weren't  enough,  VLI 
has  income-tax  problems.  They're 
sufficiently  complicated  so  that  spe- 
cial legislation  may  be  necessary. 

"We  have  a  situation  where  we 
have  a  very  attractive  product  from 
a  philosophical  point  of  view,"  says 
Blakeslee  of  Aetna  Life  &  Casualty. 
"But  given  the  heavy  start-up  costs, 
and  given  the  regulations,  and  given 
the  big  question  mark  of  how  well  it 
will  be  received  by  the  sales  force, 
we  just  don't  know  whether  the  eco- 
nomics of  engaging  in  the  variable 
life  business  will  enable  us  to  get  a 
satisfactory  return  on  capital."  Mean- 
while, Aetna  and  other  life  insurers 
have  their  eyes  on  Equitable.   ■ 
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George  Jessel,  the  ancient  toast- 
master,  likes  to  tell  the  story 
about  the  merchant  who  complains 
that  his  prices  are  so  low  he  loses  a 
fortune  every  day  he  operates.  How 
does  he  manage  to  stay  in  business? 

"I'm  closed  on  Sundays." 

Sorry  about  that  old  wheeze,  but 
it  does  sort  of  describe  how  insur- 
ance executives  are  running  their 
businesses  these  days.  They  seem  to 
have  decided  that  the  best  way  to 
face  up  to  losses  of  recent  years  is  to 
do  less  business.  Considering  the 
beating  they've  taken  since  1973,  you 
can  scarcely  blame  them.  However, 
things  do  seem  to  be  changing  for  the 
better.  Inflation  is  cooling.  Courts  and 
state  legislatures  are  talking  about 
putting  limits  on  awards.  State  insur- 
ance commissions  are  paying  greater 
heed  to  insurers'  appeals  for  higher 
ceilings  on  charges. 

Much  of  their  now-passing  trou- 
bles was  due  to  factors  outside  their 
control.  But  not  all  of  it.  The  indus- 
try has  itself  to  blame  for  some  of 
its  problems. 

For  example,  you  can't  blame  in- 
surance men  for  failing  to  see  that  in- 
flation was  going  to  bulge  suddenly- 
few  other  businessmen  saw  that— but 
you  can  faiilt  them  for  reaching  so 
hard  to  get  business  in  the  early  Sev- 
enties, and  to  get  it  regardless  of  price. 
This  is  why  so  many  of  them  were 
overextended  when  inflation  sent 
claims  soaring.  The  companies  also 
made  some  wretched  investments. 

At  first  the  industry  seemed  stunned. 
The  cost  of  home  maintenance 
and  repairs  went  up  23%  in  two  years. 
Repair  parts  for  automobiles  went  up 
47%.  Not  until  1974  did  the  indus- 
try begin  asking  for  rate  relief  on  a 
massive  scale;  because  of  the  inevi- 
table regulatory  delays,  this  virtually 
guaranteed  them  two  years  of  losses. 
Travelers     Corp.,     the     third-largest 


Thank  You,  Belle 

Last  year  everything  was  going  wrong  in 
insurance.  Now  everything  seems  to  be 
going  right;  even  nature  is  cooperating. 

property-casualty  company,  began 
1975  with  rate  schedules  calling  for 
a  10%  increase  in  auto  coverage.  Be- 
fore the  year  was  over  the  percent- 
age was  17%,  Yet  another  round  of 
auto  rate  increases  has  now  brought 
the  total  increase  to  44%  since  1975. 
But  because  rates  lagged  behind  costs, 
Travelers  had  a  terrible  year  in  1975, 
earning  only  $2.26  a  share.  This  year 
it  may  make  $3.70  and  in  1977  $4.95, 
according  to  Theodore  J.  Newton  Jr., 
analyst  at  Blyth  Eastman  Dillon. 

Life  insurance  companies  were  not 
immune  from  the  1974-75  catastro- 
phe. These  companies  that  cover 
health  and  medical  malpractice  lia- 
bilities had  no  friend  in  coiut.  They 
were  victimized  by  jury  awards  that 
set  records  for  dollar  amount  and  for 
sheer  eflFrontery.  The  life  companies, 
however,  were  in  part  victims  of  their 
own  brand  of  expansionitis.  They 
came  up  with  types  of  policies  de- 
signed to  bring  in  more  premium  dol- 
lars but  which  did  not  generate  prof- 
it—early cash  value  poUcies,  for  exam- 
ple. Now,  these  are  being  phased  out. 

Invasion 

With  the  industry  slowly  recovering 
from  double-digit  inflation  and  from 
its  own  bad  judgment,  what  else  is 
new  in  insurance?  A  major  trend  is 
the  continuing  invasion  of  the  prop- 
erty and  casualty  field  by  the  giant 
mutual  life  companies. 

When  you've  been  invaded  by  a 
$39-bilhon  (assets)  company  you 
know  you've  been  invaded.  Pruden- 
tial Insurance  Co.,  giant  of  the  life 
field,  moved  into  property  and  cas- 
ualty insurance  for  the  first  time  in 
1971;  by  the  end  of  last  year  its 
new  subsidiary  was  writing  $149  mil- 
lion in  net  premiums  and  was  already 
38th-largest  insurer  in  its  field.  And 
that  from  scratch! 

True,  Prudential  picked  a  bad  mo- 
ment to  enter  the  field,  with  the  result 
that  it  lost  $53  million  last  year  alone. 
But  what's  a  loss  like  that  to  a  compa- 
ny whose  total  premiums  were  $5.8 
billion? 

Why  did  Prudential  make  the 
move?  There  was  more  than  sheer  em- 
pire-building involved.  The  Pru  has 
over  20,000  agents— the  guts  of  its 
business.  By  diversifying,  the  compa- 
ny gives  them  added  products  to  sell 
and  a  chance  to  make  more  money. 
A   stable,    satisfied,    prosperous    sales 


Lapse  Rates  In  1974-75 
On  Life  Policies  Hit  Peak . 


25 


PERCENT  OF  TOTAL 


20 


LESS  THAN 
TWO  YEARS 


15 


in 


10 


But  Company  Assets 
Maintain  Growth  Trend . . 


300- 


250 


200 


150 


100 


TRILLIONS  OF  DOLLARS 


And  High  Investment  Returns 
Add  To  Premium  Income 


INVESTMENT 
RETURN 


o 

in 

o 

in 

o 

CO 

^ 

in 

in 

in 

u> 

U) 

r^ 

fN. 

rs 

rs 

o\ 

o> 

Oi 

Ch 

o\ 

o> 

o> 

a^ 

SOURCE: 

INSTITUTE  OF  LIFE  INSURANCE 


FORBES,   SEPTEMBER   1,   1976 


69 


force  is  money  in  the  bank 
to  a  company  like  the  Pru., 
Metropolitan  Life  and 
Equitable  Life  Assurance 
have  more  recently  entered 
the  property  and  casual- 
ty field. 

Another  major  develop- 
ment involves  the  progress 
made  toward  devising  equity-based 
life  insurance.  The  old  variable  annu- 
ities proved  difficult  to  sell:  The  cus- 
tomers didn't  like  the  fact  that  you 
weren't  guaranteed  a  minimum  ben- 
efit;   neither   did   the    salesmen    who 


were  geared  to  selling  safety  and  cer- 
tainty, not  speculation.  But  now  there 
is  a  new  product  called  variable  life  in- 
surance. It  carries  a  minimum  face 
value,  guaranteed  by  the  company  no 
matter  what  the  stock  market  does; 
but  it  can  increase  in  value  if  the  mar- 
ket really  decides  to  take  off.  To  be 
sure,  variable  life  insurance  will  be 
more  expensive  than  ordinary  life. 
Nevertheless,  life  insurance  men  have 
the  highest  hopes  for  their  new  prod- 
uct. It  has  a  nicely  promotable  heads- 
you-win-tails-you-win  ring  about  it. 
Needless  to  say,  variable  life  insur- 


ance might  be  good  news  for  the 
stock  market.  Americans  poured 
$58.6  billion  in  premiiuns  into  life 
insurance  companies  last  year.  If  only 
10%  of  this  could  be  redirected  toward 
variable  life,  a  huge  amount  of  new 
demand  for  common  stocks  would  be 
created. 

As  the  summer  of  1976  drew  to- 
ff ward  its  close,  earnings  were  rising  in 
all  segments  of  the  insurance  industry 
and  the  furrowed  brows  of  1975  were 
giving  way  to  smiles.  Even  nature 
seemed  to  be  cooperating.  Hurricane 
Belle,  raging  out  of  the  Atlantic  with 


Stock  Life  Insurance  Companies 

r>  p  /^  r  1 T 

f 

1975  RESuLiD  \-9  miiiioiibj 

* 

t'KOI  1  Imdili  I  1 

Life 

Life 

Return  on 

\  Equity 

Yield  on  Investm 

Total 

Insurance 

Total 

Insurance 

Net 

5-Year 

5-Year 

Rank 

Assets 

In  Force 

Revenues 

Prenniums 

Incomet 

Company 

Average 

1975 

Average 

19: 

1 

$2,816 

$14,020 

$498 

$325 

$88.5 

NLT  Corp 

10.3% 

11.1% 

5.7% 

6.< 

2 

2,098 

13,759 

476 

336 

58.6 

Jefferson-Pilot  Corp 

12.4 

12.2 

6.9 

7/ 

3 

1,951 

17,881 

463 

319 

49.8 

USLiFE 

17.2 

16.6 

6.6 

7.' 

4 

1,940 

14,229 

426 

310 

30.3 

American  National  Financial  Corp 

8.8 

10.0 

6.1 

6.; 

5 

1,817 

10,783 

336 

234 

43.0 

Franklin  Life  Insurance 

15.0+tt 

15.3 

5.9 

6.! 

6 

1,735 

13,207 

364 

260 

53.3 

Capital  Holding  Corp 

11.9 

12.6 

6.1 

6.( 

7 

1,532 

7,991 

298 

215 

28.1 

Southwestern  Life  Corp 

12.3 

15.4 

6.0 

6.; 

8 

1,459 

8,276 

287 

210 

42.1 

Liberty  National  Life  Insurance 

12.6 

11.9 

6.2 

6.: 

9 

1,489 

9,072 

361 

149 

14.2 

Richmond  Corp 

10.3 

4.9 

6.4 

7.( 

10 

1,378 

13,567 

379 

293 

15.6 

Nationwide  Corp 

8.6 

7.2 

6.2 

6.; 

11 

1,321 

18,365 

766 

700 

36.1 

Provident  Life  &  Accident 

15.8 

18.1 

5.9 

6.; 

12 

1,152 

3,670 

160 

84 

10.9 

Equitable  Life  Insurance  of  Iowa 

9.1 

8.9 

6.0 

b.^ 

13 

1,141 

12,208 

255 

188 

20.2 

United  Benefit  Life 

11.3ttt 

14.9 

5.7 

6.^ 

14 

1,059 

5,150 

195 

93 

18.9 

Monumental  Corp 

12.9 

12.2 

6.2 

6.} 

15 

913 

9,710 

415 

357 

15.2 

Washington  National  Corp 

9.2 

6.8 

6.4 

6.< 

16 

863 

4,010 

447 

408 

6.8 

Bankers  Life  and  Casualtytt 

NA 

NA 

3.9 

4.: 

17 

817 

4,960 

171 

117 

11.7 

Southland  Financial 

12.7ttt 

9.0 

5.9 

6.: 

18 

756 

3,993 

121 

78 

13.7 

Kansas  City  Life  Insurance 

10.4 

11.3 

6.1 

bA 

19 

738 

5,159 

188 

147 

18.1 

Life  insurance  Co  of  Georgia 

13.3 

13.9 

5.9 

6.; 

20 

720 

2,871 

111 

62 

12.8 

Great  Southern  Corp 

12.8 

14.1 

6.3 

7.: 

21 

687 

7,808 

203 

134 

-8.8 

BMA  Corp 

3.9 

def 

6.0 

6.; 

22 

662 

3,352 

128 

76 

9.5 

Country  Life** 

NA 

NA 

6.0 

6.1 

23 

657 

5,125 

148 

82 

16.2 

Liberty  Corp 

11.0 

11.5 

6.1 

6.f 

24 

633 

3,624 

393 

367 

50.4 

Combined  Insurance  Co  of  America 

21.3 

22.5 

4.6 

5.f 

25 

577 

7,324 

116 

88 

20.9 

Farmers  New  World  Life 

15.2 

16.9 

6.3 

6.S 

26 

547 

2,035 

122 

94 

15.1 

Monarch  Capital 

8.0ttt 

10.0 

5.7 

6.: 

27 

546 

6,976 

180 

146 

13.3 

Philadelphia  Life 

15.9 

14.5 

6.2 

6.; 

28 

538 

3,864 

211 

169 

18.3 

independent  Life  &  Accident 

18.5t+t 

14.8 

5.3 

4.t 

29 

532 

10,812 

313 

295 

5.4 

Republic  National  Life  Insurance 

10.9ttt 

8.2 

4.4tt 

4.^ 

30 

511 

3,508 

103 

75 

14.7 

Home  Beneficial  Corp 

12.3 

12.4 

6.1 

6.( 

31 

509 

2,392 

195 

151 

5.7 

Pennsylvania  Life 

8.8 

3.6 

6.1ttt 

6.( 

32 

476 

5,389 

96 

74 

15.4 

Fidelity  Union  Life  Insurance 

16.4+tt 

17.0 

6.3 

6.< 

33 

442 

4,108 

89 

69 

2.0 

Manhattan  Life 

5.8 

6.6 

5.3 

5.1 

34 

355 

3,081 

63 

43 

10.3 

Northwestern  National  Life*** 

11.3 

11.2 

6.3 

7.( 

35 

330 

2,788 

89 

61 

8.6 

Durham  Life  insurance 

9.2ttt 

9.8 

5.7 

6.' 

36 

301 

3,103 

74 

59 

7.4 

Kentucky  Central  Life 

13.4 

12.6 

6.3 

Af 

37 

292 

1,524 

137 

127 

6.8 

National  Liberty  Corp 

16.4 

6.0 

6.3 

38 

286 

1,359 

41 

26 

8.0 

Equitable  General  Corp 

11.5 

11.9 

6.1 

39 

278 

2,780 

49 

35 

5.2 

United  Services  Life  Insurance 

19.0tt 

21.0 

5.8 

40 

269 

4,208 

87 

74 

5.8 

Protective  Life 

11.0 

14.2 

5.8 

41 

234 

3,167 

276 

224 

0.8 

Union  Labor  Life** 

NA 

NA 

6.3 

42 

232 

1,553 

36 

25 

4.2 

National  Western  Life 

NA 

14.1 

6.0 

43 

225 

1,575 

46 

34 

1.5 

Continental  American  Life  insurance 

16.6 

18.5 

5.3 

44 

210 

3,064 

47 

38 

5.7 

National  Old  Line 

13.5t+t 

15.1 

5.4 

Medians 

12.3 

12.2 

6.1 

6J 

Note:   All 

1975  results 

are  based   on 

"generally  ( 

accepted  occountuio   orincipl 

es,"   unless    otherwise   Indicated.   *  Excludes   Fegll  & 

Segll   Insurance. 

t  Excludes 

capltol   gains. 

•  • 
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winds  of  110  miles  an  hour,  suddenly 
changed  character  when  it  reached 
land.  The  lion  became  nothing  more 
than  a  rambunctious  lamb.  The  feared 
hurricane  was  miraculously  trans- 
formed into  a  bad  windstorm.  There 
were  the  usual  uprooted  trees, 
downed  power  lines  and  smashed 
roofs,  but  the  insurance  industry  was 
saved  from  what  could  easily  have 
been  a  multibillion-dollar  blow. 

With  property-casualty  companies 
and  stock  life  insurance  companies  do- 
ing much  better  in  1976  than  in  1975 
—in  fact,  earnings  projections  of  insur- 


ance analysts  were  being  revised  up- 
ward as  mid-year  financing  reports 
were  being  released— the  stock  market 
was  giving  early  recognition  to  the 
improvement. 

Strong  Numbers 

The  A.M.  Best  Co.  index  of  the 
prices  of  20  property-casualty  issues 
was  111.4  in  mid- August,  rising  strong- 
ly in  the  preceding  month  from  the 
95-105  range  that  had  been  main- 
tained through  most  of  this  year.  Cas- 
ualty stock  prices  had  peaked  at  156 
in  1972,  and  thereafter  dropped  stead- 


ily for  two  years,  giving  up  62%  of  their 
market  value  before  hitting  a  Best  in- 
dex low  of  59  in  1974. 

Life  insurance  stocks  were  setting 
new  yearly  highs,  too,  at  mid-August, 
with  the  Best  index  at  325.5,  the  high- 
est point  of  the  year  and  well  above 
1975's  top  of  309.  The  1972-73  peaks 
of  about  450,  are,  to  be  sure,  still  oflF 
in  the  distance. 

The  best  records  in  bading  are  be- 
ing achieved  by  the  larger,  multiple- 
line  companies.  In  a  business  built  on 
risk-taking,  investors  clearly  wanted 
the  risks  spread.  ■ 


GROWTH  (SYrAvg) 

N 

> TREND  (75  vs 

74) 

■\f 

•STOCK  DATA 

\ 

Life 

Life 

New 

Latest 

Price/ 

ndicated 

Insurance 

Total 

Insurance 

Earnings 

Life  Insurance 

Total 

Earnings 

12MOS 

Recent 

Earnings 

1975-76 

Annual 

In  Force 

Revenues 

Premiums 

Per  Share 

Written* 

Revenues 

Per  Share 

EPS 

Price 

Ratio 

Price  Range 

Dividend 

5.4% 

7.6% 

4.6% 

12.6% 

-10.1% 

5.9% 

10.3% 

$2.79 

22% 

8.2 

23     - 

123/4 

$0.64 

8.5 

10.5 

10.7 

14.0 

10.9 

8.7 

1.2 

2.64 

293/4 

11.3 

383/4- 

24% 

0.80 

9.0 

10.5 

9.2 

16.0 

9.8 

2.8 

7.7 

2.33 

14% 

6.4 

171/8- 

91/4 

0.36 

5.8 

7.0 

6.6 

17.4 

5.7 

17.1 

-12.7 

0.92 

95/8 

10.5 

133/8- 

71/8 

0.44 

6.3 

8.9** 

7.1** 

10.7** 

-0.4 

9.0 

14.5 

2.05 

241/4 

11.8 

241/4- 

143/4 

0.92 

9.9 

10.2 

9.0 

13.8 

7.7 

3.3 

8.8 

1.96 

213/4 

11.1 

28%- 

171/8 

0.40 

7.5 

7.8 

7.1 

14.0 

4.2 

7.8 

10.6 

2.88 

323/4 

11.4 

323/4- 

22 

1.00 

9.9 

10.4 

9.9 

11.2 

-0.3 

7.3 

3.9 

2.21 

231/4 

10.5 

303/4- 

1978 

0.60 

8.4 

11.4 

5.4 

-4.8 

-0.9 

10.0 

-46.8 

1.30 

19 

14.6 

191/2- 

91/8 

0.80 

8.7 

11.3 

9.7 

5.7 

14.1 

9.7 

-20.4 

1.97 

lOVe 

5.1 

101/4- 

5% 

0.35 

10.3 

13.6 

13.3 

18.2 

1.8 

9.5 

4.0 

4.31 

32 

7.4 

36V2- 

21 

0.76 

6.2 

5.8 

2.9 

7.0 

6.8 

5.9 

8.4 

2.32 

141/2 

6.3 

141/2- 

9 

0.64 

9.8 

11.4 

10.5 

14.4** 

-21.3 

14.7 

27.2 

22.46 

105 

4.7 

112     - 

80 

2.00 

5.5 

9.7 

4.9 

8.5 

2.2 

8.1 

-5.8 

1.26 

113/8 

9.0 

121/2- 

71/2 

0.56 

11.7 

11.5 

11.9 

4.0 

7.1 

18.5 

-17.8 

2.62 

15 

5.7 

153/8- 

91/2 

0.80 

13.8 

11.0 

10,7 

NA 

NA 

4.9 

NA 

Not  Available— Privately  Held 

6.0 

9.3 

8.3 

5.3 

-4.3 

9.7 

-23.8 

1.09 

83/4 

8.0 

121/4- 

7% 

0.32 

10.6 

10.5 

11.1 

12.6 

3.3 

9.9 

9.7 

4.77 

31 

6.5 

341/4- 

17 

1.40 

7.4 

8.0 

6.6 

11.7* 

.       18.5 

6.3 

4.5 

3.26 

19 

5.8 

191/2- 

12 

0.80 

6.9 

12.6 

13.0 

20.9 

-0.3 

23.7 

7.3 

2.85 

17 

6.0 

17     - 

91/8 

0.68 

8.1 

10.9 

7.0 

P-D 

0.7 

13.1 

D-D 

-1.13 

135/e 

__ 

14     - 

73/8 

0.58 

10.2 

11.2 

10.8 

NA 

9.6 

14.2 

NA 

Not  Available— Privately  Held 

11.8 

9.2 

9.5 

11.2 

42.0 

5.7 

8.5 

2.83 

1778 

6.3 

18     - 

7% 

0.52 

27.3 

12.8 

12.2 

12.8 

20.4 

9.4 

4.4 

1.99 

9% 

5.0 

123/4- 

8% 

0.66 

11.8 

11.3 

10.7 

18.4 

18.9 

10.3 

25.3 

3.34 

39 

11.7 

441/2- 

331/2 

0.20 

3.8** 

5.5** 

5.0** 

6.2** 

-7.0 

5.7 

31.8 

1.75 

12% 

7.4 

131/2- 

8% 

0.84 

12.8 

15.7 

16.0 

7.5 

-17.3 

17.8 

-5.6 

1.49 

103/4 

7.1 

14%- 

81/2 

0.50 

10.6 

8.8 

7.0 

10.1 

1.1 

9.0 

-2.1 

2.04 

11 

5.4 

11%- 

61/8 

0.64 

0.7** 

10.5** 

10.7** 

—9.4** 

38.7 

8.9 

—40.8 

0.58 

41/4 

7.3 

5%- 

2% 

Nil 

8.5 

.    7.6 

6.0 

11.7 

14.4 

44.2 

10.3 

4.82 

251/4 

5.2 

?.51/4- 

143/4 

1.16 

18.2 

'■'  13.0 

14.9 

-11.5 

3.4 

8.5 

-33.3 

0.55 

21/2 

4.5 

3%- 

% 

Nil 

13.6 

10.6 

9.8 

10.3 

8.1 

9.6 

7.5 

3.03 

223/8 

7.4 

2578- 

12% 

1.00 

10.3 

2.4 

1.6 

8.4 

48.7 

4.9 

42.5 

0.65 

41/8 

6.3 

43/4- 

23/4 

0.24 

12.1 

8.3 

7.8 

9.8 

16.7 

8.5 

-5.8 

3.10 

15 

4.8 

201/8- 

10% 

0.65 

9.8 

10.9** 

10.2** 

8.3** 

-7.2 

8.2 

5.5 

3.77 

23 

6.1 

233/4- 

143/4 

0.88 

9.9 

5.4 

4.7 

15.8 

-0.7 

2.2 

2.4 

1.71 

7 

4.1 

73/8- 

4 

0.20 

13.6 

18.2 

18.7 

-6.6 

11.1 

-2.3 

172.2 

0.58 

4% 

8.4 

51/4- 

11/4 

0.12 

5.3 

6.2 

4.6 

12.1 

1.7 

6.4 

11.5 

2.57 

163/4 

6.5 

163/4- 

7 

0.50 

6.9* 

•8.0* 

6.8* 

12.0* 

-10.1 

9.3 

18.5 

1.78 

101/4 

5.8 

12     - 

61/4 

0.40 

12.8 

6.7 

5.9 

22.6 

-8.9 

13.1 

11.1 

2.43 

13% 

5.7 

13%- 

81/4 

0.68 

4.4 

7.9 

4.5 

NA 

73.9 

16.2 

NA 

Not  Available— Privately  H 

eld 

11.6** 

11.5** 

10.6** 

18.5** 

30.9 

18.1 

30.6 

1.41 

41/2 

3.2 

43/4- 

21/4 

Nil 

4.7 

4.9 

5.3 

12.1 

16.7 

7.8 

19.2 

2.05 

16 1/4 

7.9 

17     - 

111/2 

1.08 

8.4* 

4.8* 

3.9* 

11.7* 

0.0 

4.8 

65.2 

1.16 

41/8 

3.6 

5%- 

23/4 

0.26 

9.4 

103 

8.7 

11.7 

4.2 

9.0 

7.5 

ear  overoge.  +  4 

yeors.  tt  4 

year  average.  H 

"Statutory"  figures.  ***  Slock  department   on 

y.  NA— Not  ova 

lable.  def-Deficit.  P-D— Profit  to  deficit. 

D-D-Deficit 

to  deficit. 
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Stock  Fire  &  Casualty  Companies 

.•11-. . .» 

r 

1975  Kljuli  J  V*  iiimiuiis; 

N 

(jKOWTH    \0   TTAVgi 

Fire& 

Net 

Fire& 

Total 

Total 

Casualty 

Investment 

Net 

Total 

Total 

Casualty 

Earnin 

Rank 

Assets 

Revenues 

Premiums 

Income 

Incomet 

Company 

Assets 

Revenues 

Premiums 

PerSh, 

1 

$4,774 

$2,118 

$1,750 

$164.0 

$87.6 

Continental  Corp 

5.6% 

7.5% 

7.5% 

5.2 

2 

2,029 

1,086 

953 

65.4 

40.4 

United  States  Fidelity  &  Guaranty 

5.7* 

9.5 

6.4 

0.9 

3 

1,638 

906 

864 

66.9 

26.8 

Crum  &  Forster 

9.9 

10.9 

10.2 

2.9 

4 

1,311 

501 

442 

50.3 

34.1 

General  Reinsurance* 

15.8* 

16.8 

12.8 

10.2 

5 

886 

637 

669 

33.6      - 

-124.2 

Government  Employees  Insur^ce 

15.0 

16.0 

15.6 

P-D 

6 

814 

535 

495 

34.4 

10.3 

Kemper  Corp 

16.7 

17.1 

16.8 

0.9 

7 

623 

286 

198 

26.6 

7.4 

ERC  Corp* 

12.7+t 

10.6tt 

6.7tt 

-10.5 

8 

604 

283 

264 

23.9 

-3.2 

American  Re-Insurance* 

9.2 

11.5 

9.3 

P-D 

9 

564 

349 

348 

20.5 

15.9 

Ohio  Casualty 

12.6 

11.0 

10.4 

3.5 

10 

413 

248 

243 

15.2 

3.5 

Hanover  Insurance  Cos 

9.8 

10.5 

11.0 

7.0 

11  350  186  168  9.8  6.2  Republic  Financial  Services 

12  327  170  162  12.3  6.1  Westem  Casualty  &  Surety 

13  326  237  201  13.5  -12.2  NN  Corporation 

14  207  104  98  8.5  -0.8  Bitco  Coq) 


11.3 
8.3 
8.1 
9.6 


13.0 

8.9 

11.7 

10.4 


14.0 
8.9 
9.9 

10.2 


5.1 

-0.3 

P-D 

P-D 


Medians 


9.9 


11.0 


10.2 


0.S 


Note:   All    1975  results  are  based  on   "generally  accepted  accounting  principles, 
figures.  P-D-ProFit  to  deficit.  D-D-Deficit  to  deficit.  def-Deficit.     ft  4  years. 


unless  otherwise   indicated,   t   Excludes  capital   gains.   *  A   reinsurance   company.   \  Based  on   stc 


Stock  Multiple  Line  and  Diversified  Companies 


r 

1975  RESULTS  ($  millions) 

> 

1 

GROWTH  (SYrAvg) 

Life 

Life 

Total 

Insurance 

InsF 

'remiums 

Net 

Total 

Insurance 

Ins 

Premiums 

Earn 

Rank 

Assets 

In  Force 

Life 

Prop&Liab 

Incomet 

Multiple  Line  Insurers 

.Assets 

In  Force 

Life 

Prop&Liab 

PerS 

1 

$15,464 

$90,503 

$3,010 

$1,943 

$101.7 

Aetna  Life  &  Casualty 

8.7% 

7.9% 

8.8% 

9.7% 

1.4 

2 

11,240 

72,512 

2,597 

2,088 

100.4 

Travelers  Corp 

9.4 

4.4 

11.1 

10.6 

8.7 

3 

9,258 

48,207 

1,829 

564 

128.6 

Connecticut  General 

9.0 

6.0 

11.1 

7.8 

34.3 

4 

4,716 

37,192 

785 

273 

56.7 

Lincoln  National  Corp 

7.9 

8.3 

10.8 

14.9 

-0.9 

5 

4,308 

11,737 

379 

1,594 

55.4 

INA  Corp 

10.0 

19.8 

21.1 

12.6 

-2.2 

6 

4,083 

24,024 

703 

511 

51.8 

American  General  insurance 

12.7 

18.4 

26.0 

3.8 

10.2 

7 

2,156 

3,719 

73 

786 

52.4 

St  Paul  Companies 

12.5 

15.4 

15.4 

13.7 

8.7 

8 

1,880 

4,322 

91 

662 

78.3 

American  International  Group 

17.4 

20.8 

16.4 

17.3 

20.1 

9 

1,614 

4,504 

89 

633 

24.6 

Chubb  Corp   * 

9.2 

11.2 

11.4 

12.4 

0.4 

10 

1,498 

2,390 

79 

577 

-27.9 

Reliance  Group 

4.5 

9.5 

25.3 

8.5 

D-D 

11 

1,375 

6.006 

64 

449 

29.6 

Safeco  Corp 

12.4 

20.7 

24.2 

8.9 

1.7 

12 

943 

7,689 

175 

54 

22.9 

Gulf  Life  Holding 

6.7 

8.1 

11.1 

22.3 

4.1 

13 

422 

907 

237 

69 

42.8 

Colonial  Penn  Group 

32.9 

10.6 

34.7 

45.9 

31.7 

14 

403 

1,730 

34 

140 

-30.3 

Centennial  Corp 

26.4 

33.4 

49.9 

24.0 

P-D 

15 

383 

5,848 

87 

15 

7.5 

Integon  Group 

12.5 

12.5 

11.3 

8.2 

11.7 

16 

343 

8,084 

196 

193 

-13.1 

Old  Republic  International 

17.6 

7.2 

3.9 

42.7 

P-D 

17 

343 

2,796 

77 

28 

1.8 

Beneficial  Standard  Corp 

6.6++ 

15.1 

7.6 

-8.6 

52.7 

18 

225 

2,583 

49 

32 

2.1 

Interfinancial 

12.7 

19.2 

13.9 

5.1 

14.6 

19 

211 

2,572 

29 

58 

—22.3 

Fidelity  Corp 

-14.8 

-0.4 

-9.9 

5.2 

P-D 

Diversified  Companies 

International  Tel  &  Tel 

1 

$5,475 

$9,906** 

$498 

$1,909 

$72.6 

Hartford  &  Financial  Services 

Sears,  Roebuck 

14.9% 

23.4% 

17.1% 

9.0% 

4.1 

2 

5,175 

19,031 

166 

2,935 

52.6 

Allstate  insurance                SM 

Loews                                        fli 

12.2 

14.2 

14.7 

11.3 

^QQ 

3 

4,697 

22,151 

782 

714 

37.7 

CNA  Financial                     j^ 

Transamerica 

6.5 

6.0 

8.9 

0.1 

-0.6 

4 

3,120 

42,234 

781 

348 

54.3 

Occidental  &  Transamerica  Ins 

American  Express 

7.1 

10.0 

11.0 

8.1 

9.1 

5 

2,723 

1,859 

61 

1,499 

49.4 

Firemarv's  Fund  American  Cos 

7.5 

3.1 

-2.3 

13.2 

8.1 

City  Investing 

6 

2,308 

3,243 

82 

891 

35.0 

The  Home  Insurance 

Teledyne 

7.7 

3.2 

7.6 

6.0 

-2.1, 

7 

1,551 

5,220 

259 

358 

17.6 

Unicoa  &  Argonaut 

American  Financial 

14.9 

18.9 

9.9 

11.9 

4.'- 

8 

1,043 

1,106 

18 

600 

26.7 

American  Financial  ins  Group 

Avco 

NM 

0.4 

-6.4 

8.8 

N\' 

9 

935 

5,332 

193 

47 

28.1 

Paul  Revere  (&  other  ins  oper) 

10.2 

7.5 

8.0 

5.2 

17.J 

Medians 

10.0 

10.3 

11.1 

9.4 

A 

Note-  All   1975  results  ore  based  on 
tt  3  years.       \  3  year  average.       ** 


generally  accepted  occountiig   principles."  *  In  the    Diversified   Companies   section,    the    results   are    for   net    Income.  t  EKcludes  captlOq 

Paul   Revere  only.       \%  Excludes  foreign  operations.       P-D-Profil    to  deficit.        D-D-Deflcit   to  deficit.       del-Deficii.       NM-Not  meaningful. 


72 


FORBES,   SEPTEMBER    1,    1976 


lOFITABI 

TREND  ('75  vs 

75  STATUTO 

PI 

LITY                 > 

T 

74)              > 

'            ly 

NY                ^' 

0  1  Ul_N  ur\  i/-\ 

■* 

eturn  on  Equity 

Combined 

Fire& 

RATIOS 

Latest 

Price/ 

Indicated 

5-Year 

Ratio 

Total 

Casualty 

Earnings 

Prem 

Com  Stock 

Reserves 

12Mos 

Recent 

Earnings 

1975-76 

Annual 

kverage 

1975 

1975 

Revenues    Premiums 

PerShare 

PH  Surp 

PH  Surp 

PH  Surp 

EPS 

Price 

Ratio 

Price  Range 

Dividend 

.6% 

9.2% 

106.1% 

18.1% 

22.4% 

1.5% 

2.8 

1.9 

2.2 

$3.08 

50V8 

16.3 

50%-  32  Va 

$2.80 

.9 

10.6 

104.5 

14.4 

2.9 

-14.2 

2.5 

1.2 

2.1 

3.41 

45 

13.2 

451/4-  251/2 

2.48 

.5 

9.1 

106.3 

5.5 

8.3 

-3.7 

4.0 

1.1 

3.4 

2.22 

28V2 

12.8 

295/8-  17 

1.40 

.1 

16.7 

106.0 

28.2 

29.4 

5.7 

2.0 

0.9 

3.0 

8.03 

186 

23.2 

188     -129 

0.40 

.9 

def 

124.2 

11.9 

18.4 

P-D 

13.4 

1.1 

7.5 

-8.05 

41/2 

— 

281/4-     21/8 

Nil 

.7 

8.2 

107.9 

20.2 

25.7 

-29.1 

5.2 

0.3 

4.0 

3.77 

28y2 

7.6 

293/4-  11 1/2 

0.80 

.3 

7.0 

109.0 

21.1 

19.9 

-40.5 

3.1 

0.6 

3.3 

2.41 

25  y2 

10.6 

251/2-  131/2 

0.56 

1.3 

def 

113.6 

13.3 

14.9 

D-D 

4.9 

0.8 

5.8 

1.77 

24 

13.6 

24     -  121/2 

0.60 

,1 

12.5 

102.2 

10.4 

16.8 

-29.2 

3.2 

0.6 

1.5 

2.68 

441/2 

16.6 

471/4-  28% 

1.48 

.6 

5.8 

107.7 

23.6 

31.8 

-51.4 

5.6 

0.9 

4.6 

1.15 

83/4 

7.6 

91/2-     41/4 

0.24 

.5 

11.6 

103.1 

21.9 

17.2 

-8.8 

4.9 

0.7 

1.5 

2.61 

183/8 

7.0 

183/a-     83/8 

0.80 

.0 

7.0 

104.1 

7.8 

6.9 

-48.0 

1.9 

0.3 

1.2 

2.18 

24 

11.0 

24     -  1278 

0.72 

.1 

def 

106.0 

11.9 

16.4 

P-D 

4.3 

0.4 

2.8 

-3.05 

17 

— 

171/4-     71/4 

1.20 

'.5 

def 

114.5 

9.3 

10.7 

D-D 

3.9 

0.6 

4.4 

-0.41 

91/2 

— 

12     -     8V2 

0.72 

.9 


7.6 


106.2 


13.9 


17.0 


-34.9 


4.0 


0.8 


3.2 


mbined    ratio:    For  practical    purposes,   a    combined    ratio  under   100%   Indicates  an   underwriting  profit,  over  100%  a  loss.  Companies  also  earn  investment  profits.  Combined  rotio  includes 
io  of  losses  and   loss-adjustment  expense  plus  policyholder  dividends   to  premiums  earned    and  ratio  of  underwriting  expenses  to  premiums  written. 


PROFITABI  LITY ^ 

tire  Company   Yield  on  Comb  Ratio 

^TREND('75vs'74)-^ 

r 1975  STATUTORY .^ 

RATIOS 

Latest 

-STOCK  DATA 

Price/ 

Indicated 

turn  0 

n  Equity 
1975 

Life  Inv 
1975 

Prop  &  Liab 
1975 

Total 
Revenues 

Earnings 
PerShare* 

Prem 

Com  Stock 

Reserves 

12MOS 
EPS 

Recent 
Price 

Earnings 
Ratio 

1975-76 
Price  Range 

Annual 

r'r  Avg 

PHSurp 

PHSurp 

PHSurp 

Dividend 

.8% 

7.6% 

6.7% 

106.0% 

17.4% 

-33.3% 

2.0 

0.2 

1.7 

$3.01 

31% 

10.5 

321/8-171/4 

$1.08 

.6 

7.1 

6.8 

109.6 

16.0 

-32.1 

2.4 

0.2 

2.4 

3.05 

36 

11.8 

361/4-19% 

1.08 

.5 

13.9 

7.1 

108.3 

13.6 

1.3 

1.0 

0.2 

0.8 

5.36 

553/4 

10.4 

571/4-27% 

1.04 

.5 

6.1 

7.0 

103.6 

13.1 

-25.4 

2.8 

0.2 

1.5 

2.65 

311/4 

11.8 

35     -233/4 

1.60 

.5 

7.1 

6.2 

108.1 

5.9 

-30.5 

3.8 

1.0 

3.6 

2.76 

421/2 

15.4 

423/4-28 

2.10 

.5 

9.4 

6.7 

112.8 

16.5 

-10.0 

1.9 

1.0 

1.3 

2.49 

163/4 

6.7 

16%-  9 

0.68 

.6 

16.1 

6.7 

103.8 

13.2 

35.9 

4.6 

0.5 

4.5 

3.15 

331/4 

10.6 

35% -223/4 

0.80 

.0 

32.0 

7.9 

98.3 

19.8 

20.2 

2.5 

0.6 

1.8 

3.27 

50 

15.3 

651/2-381/2 

0.28 

.3 

8.4 

6.6 

103.9 

8.6 

402.5 

3.9 

0.8 

3.1 

2.86 

421/4 

14.8 

421/4-26 

1.40 

.1 

def 

6.4 

108.1 

11.7 

D-D 

3.9 

1.1 

2.9 

-3.76 

171/4 

— 

18%-  41/2 

Nil 

.5 

8.3 

7.5 

105.9 

7.6 

100.9 

2.5 

1.0 

2.1 

3.55 

473/4 

13.5 

473/4-21 1/2 

1.10 

.5 

9.6 

6.6 

106.2 

13.9 

-2.3 

2.5 

0.1 

1.2 

1.50 

10% 

7.3 

113/8-  6y4 

0.56 

.5 

31.4 

6.5 

95.3 

19.6 

15.2 

2.0 

0.0 

1.0 

2.83 

24% 

8.8 

413/4-18 

0.70 

.7 

def 

4.6 

119.2 

2.9 

-D-D 

2.9 

0.5 

1.4 

-2.37 

41/6 

— 

81/8-    13/4 

Nil 

.8 

13.0 

6.2 

107.6 

8.1 

28.9 

2.0 

0.3 

1.0 

1.36 

91/4 

6.8 

9%-  41/8 

0.32 

.1 

def 

5.2 

89.5 

56.7 

P-D 

5.0 

0.3 

3.2 

-5.26 

16 



313/8-    8% 

0.35 

6* 

3.2 

5.8 

114.8 

9.5 

31.6 

1.6 

0.2 

1.8 

0.42 

51/4 

12.5 

63/4-    3 

0.20 

.6 

7.6 

6.9 

99.9 

6.8 

-29.4 

2.8 

0.4 

0.5 

0.94 

51/2 

6.0 

5%-  31/3 

0.30 

ef 

def 

5.7 

109.3 

—43.4 

D-D 

6.7 

0.4 

2.6 

-3.01 

21/4 



3     -     % 

Nil 

$3.18 

30% 

9.7 

311/8-14% 

$1.60 

.9% 

6.8% 

6.6% 

108.1% 

-1.6% 

2.5% 

3.1 

1.1 

3.1 

3.42 

63  Vs 

18.6 

791/4-483/8 

1.85 

.5 

6.3 

'    7.2 

108.1 

11.4 

40.6 

3.3 

0.7 

2.0 

5.08 

271/2 

5.4 

31% -141/2 

1.20 

4* 

8.8 

6.6 

107.4 

-3.0 

D-P 

1.7 

0.1 

3.0 

1.45 

123/4 

8.8 

123/4-    6 

0.62 

.0 

9.1 

6.5 

108.4 

11.2 

-12.4 

5.4 

0.4 

2.6 

2.16 

391/4 

18.2 

45     -243/4 

0.80 

.0 

10.1 

7.4 

105.1 

18.6 

-24.0 

3.1 

0.9 

2.4 

0.57 

101/2 

18.4 

11%-  43/4 

0.66 

.0 

6.3 

6.6 

103.3 

4.1 

—4.9 

4.0 

1.0 

2.5 

9.07 

741/2 

8.2 

8O1/2-  91/2 

Nil 

.9 

12.1 

5.0 

112.0 

2.2 

D-P 

13.6 

0.0 

23.5 

-0.29 

9% 

131/4-  6 

0.04 

M 

11.4 

6.8 

104.2 

7.9 

-30.6 

4.5 

0.9 

2.8 

6.02 

131/2 

2.2 

15        -    23/8 

Nil 

.4 

9.5 

6.6** 

93.4 

3.1 

-23.1 

1.5 

0.3 

0.8 

8.4 


6.6 


106.8 


10.4        -17.8 


2.9 


0.4 


2.3 


■nbined  ratio:   For  practical  purposes,  a  combined  ratio  under  100%  indicates  on  underwriti  ng  profit,  ov«r  100%  a  loss.  Companies  also  earn  investment  profits.  Combined  ratio  Includes 
10  of  losses  and   loss-adjustment   expense  plus  policyholder  dividends  to  premiums  earned    and  ratio  of  underwriting  expenses  to  premiums  written. 
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The 
utuals 


The  bk;  mutual  life  insur- 
ance companies  produce  a 
commodity— financial  pro- 
tection—but like  many  oth- 
er manufacturers  these  days,  they  are 
discovering  that  they  must  widen  the 


range  and  sophistication  of  their 
product  line. 

What  with  Social  Security  and 
working  wives,  the  need  for  basic  pro- 
tection has  somewhat  diminished,  so 
the  industry  is  increasingly  emphasiz- 
ing benefits  for  the  living.  All  this 
puts  a  strain  on  sales  forces  trained 
for  generations  on  selling  a  simple, 
basic,  conservative  service. 

Consumerism,  too,  is  an  increasing 
factor.   Life  insurance  was  long  sold 


largely  on  faith:  For  example,  "Own 
a  piece  of  the  Rock."  But  consumer 
publications  and  even  state  regula- 
tors are  beginning  to  show  people 
how  to  compare  costs  of  similar  poli- 
cies between  one  company  and  an- 
other. There  have  been  proposals 
that  the  regulators  adopt  an  adjusted 
cost  formula  that  can  be  given  to  the 
insorance-buying  public.  By  and  large 
the  industry  is  adapting  well  to  all 
this  change.  But  it's  painful.   ■ 


m  1 1  -i-r    i& 

Mutual  Life  Insurance  Companies 

_  r>r>/^r ix h 

-N^TREND^ 

I 

1975  Rljul  I  j  \9 

millions) 

'         vjiwj  vv  1  n         ^ 

PKOHTAdili  I  1 

(5-Yr  Avg) 

('75-'74) 

Life 

Total 

Net 

Net  Gain 

Life 

Yield  on  Investments 

New  Life 

Total 

Insurance 

Insurance 

Investment 

From 

Total 

Insurance 

5-Year 

Insurance 

Rank 

Assets 

In  Force 

Premiunns 

Income 

Operations                  Company 

Assets 

In  Force 

Average 

1975 

Written* 

1 

$39,309 

$236,200 

$5,796 

$2,076.5 

$71.5 

Prudential 

6.2% 

8.5% 

6.2% 

6.5% 

7.3% 

2 

35,138 

226,288 

5,038 

2,020.7 

-21.1 

Metropolitan 

4.7 

6.2 

6.0 

6.4 

-4.7 

3 

19,819 

119,167 

3,777 

982.3 

-88.9 

Equitable  Life  Assurance 

6.6 

9.2 

5.9 

6.2 

22.0 

4 

13,862 

76,105 

1,845 

780.4 

87.0 

New  York  Life 

5.2 

8.6 

5.7 

6.2 

-1.5 

5 

12,801 

87,784 

1,910 

699.2 

19.5 

John  Hancock  Mutual 

5.0 

7.6 

5.8 

6.4 

34.0 

6 

7,918 

31,764 

831 

451.0 

49.0 

Northwestern  Mutual 

5.3 

10.3 

6.0 

6.3 

8.3 

7 

5,848 

28,767 

854 

335.7 

23.4 

Massachusetts  Mutual 

6.4 

8.0 

6.1 

6.5 

19.5 

8 

4,812 

23,169 

679 

263.4 

-8.6 

Mutual  Life  of  New  York 

5.1 

7.8 

5.8 

6.2 

21.2 

9 

4,609 

20,483 

610 

252.5 

14.3 

New  England  Mutual 

5.4 

6.1 

5.9 

6.3 

5.4 

10 

4,425 

3,618 

560 

309.0 

29.2 

Teachers  Insurance^ 

14.3 

8.6 

7.1 

7.8 

54.4 

11 

3,673 

15,420 

437 

198.4 

6.3 

Connecticut  Mutual 

5.9 

8.0 

5.8 

6.0 

1.7 

12 

3,420 

18,660 

796 

206.9 

2.0 

Bankers  Life                   ^^^g^. 

10.8 

12.7 

6.5 

7.3 

15.8 

13 

3,387 

22,888 

559 

186.8 

-5.2 

Mutual  Benefit              .^^ 

5.7 

11.6 

5.7 

6.1 

-3.5 

14 

2,909 

12,400 

298 

168.6 

10.1 

Penn  Mutual 

3.7 

6.3 

6.0 

6.2 

-2.4 

15 

2,323 

12,228 

278 

133.6 

16.8 

Western  &  Southern 

4.4 

4.9 

5.8 

6.3 

0.3 

16 

1,846 

7,897 

198 

98.0 

13.8 

National  Life 

5.1 

7.5 

5.4 

5.8 

-17.2 

17 

1,841 

16,967 

325 

97.2 

1.7 

Phoenix  Mutual            iS|l 

5.9 

19.3 

5.6 

6.1 

22.1 

18 

1,588 

23,285 

319 

100.1 

31.6 

State  Farm  Life              fl| 

15.1 

18.8 

6.9 

7.4 

-3.2 

19 

1,581 

9,420 

256 

86.9 

4.8 

State  Mutual  Lifet        Wmk 

5.4 

4.6 

5.8 

6.1 

20.0 

20 

1,422 

7,966 

180 

79.7 

4.6 

Provident  Mutual 

4.4 

7.8 

5.6 

6.1 

4.7 

21 

1,378 

9,167 

418 

74.9 

6.9 

Pacific  Mutual 

8.5 

10.3 

6.3 

6.8 

14.2 

22 

1,288 

10,352 

265 

78.6 

17.2 

Guardian  Life 

6.5 

13.4 

6.3 

6.9 

12.2 

23 

1,222 

9,465 

206 

73.1 

1.7 

Home  Life                     iM 

8.4 

9.6 

6.4 

6.7 

8.8 

24 

1,008 

7,015 

139 

50.8 

6.5 

Union  Central              flH 

2.3 

10.9 

5.1 

5.5 

60.0 

25 

965 

20,946 

240 

53.6 

4.0 

Minnesota  Mutual        flH 

9.3 

14.5 

6.5 

7.1 

2.0 

Medians 

5.7 

8.6 

5.9 

6.3 

8.3 

Note: 

Data   is  based 

on   "statutory" 

accounting 

required  by  state   insurance 

egulators,  not    on   the    "generally  accepted  accounting  principles" 

used  by   stock 

companies 

(shown  on  pp. 

70-73). 

Assets   end  premiums  include 

"separate  accounts"  of  pension   plans  segregated   from    the  main  insurance  ope 

rations,  but  Investment  income 

)  does  not. 

%  A  stock  company  held  by 

trustee 

s  of  T.I. A. A.   run  for   the  bene 

fit  of  policyf 

lolders.         t  A 

itock  companv 

100%  owned    by  State  Farm  Mutual 

Automobile  Co 

•  Excludes  Fegli  &  Segli 

Insurance. 

Mutual  Fire  &  Casualty  Companies 


f 



1975  RESULTS  (Smillion; 

.) 

-^                                                                           r 

GROWTH sr- 

-PROFITABILITY^^TREND-^ 

, 1975  FINANCIAL n 

Net 

' 

(5-Yr  Avg) 

Combined 

(75-74) 

RATIOS 

Total 

Premiums 

Investment 

Net 

Total 

Premiums 

Ratio 

Premiums 

Prem 

ComStk  Reserves 

Rank 

Assets 

Written 

Income 

ncomet 

Company 

Assets 

Written 

1975 

Written 

PHSurp 

PHSurp 

PHSurp 

1 

$4,687 

$3,340 

$220.0 

$161.2 

State  Farm  Mutual  Auto 

15.3% 

11.4% 

102.1% 

15.4% 

2.1 

0.3 

1.0 

2 

2,486 

1,233 

111.8 

-11.0 

Liberty  Mutual 

8.5 

4.3 

109.8 

15.5 

3.4 

0.3 

4.7 

3 

1,339 

m 

57.2 

-3.1 

Nationwide  Mutual 

12.5    . 

6.5 

109.4 

13.2 

1.9 

0.4 

1.3 

4 

1,221 

565 

62.3 

0.7 

Employers  Ins  of  Wausau 

9.6 

4.8 

110.7 

-0.7 

3.8 

0.8 

6.2 

5 

870 

405 

39.2 

68 

Lumbermens  Mutual 

8.2 

5.2 

108.0 

-4.4 

2.0 

0.8 

2.3 

6 

738 

215 

32.5 

-13.9 

Allendale  v  ijtual 

NA 

NA 

118.8 

26.7 

1.3 

1.1 

0.8 

7 

562 

388 

24.6 

-10.8 

Sentry  Insurance  Group 

10.9 

11.3 

108.0 

21.0 

6.2 

0.5 

5.8 

8 

291 

150 

12.7 

0.0 

Atlantic  Companies 

NA 

NA 

109.2 

-1.0 

2.2 

0.7 

2.0 

9 

289 

189 

15.6 

-2.9 

American  Mutual  Liability— 0.7 

-3.4 

109.9 

-11.0 

4.5 

0.5 

4.8 

10 

265 

210 

11.8 

3.4 

American  Family  Group 

13.7 

15.2 

105.5 

14.4 

2.4 

0.6 

1.5 

11 

250 

181 

11.0 

-6.5 

Unigard  Insurance  Group 

4.1 

2.7 

113.3 

-18.9 

5.9 

0.2 

4.3 

Medians 

9.6 

5.2 

109.4 

13.2 

2.4 

0.5 

2.3 

Note: 

Data   is    based  on   "statutory"   account! 

ig  required  by  state   insurance  regulators,  not 

the  "generally  accepted 

accounting  principles 

used  by  stock 

companies 

(shown  on  pp.  70-73) 

For  practical    purposes,   a  combined   rolro   under    100%   indicates  on   underwriting   profit,    over 

100%  a 

loss.  Companle; 

also  earn  Investmen 

profits.  Comb 

ned  ratio  1 

ncludes  rollc 

>  of  lossa% 

and    loss-odiustment   expense   p 

us   policyholde 

dividends 

to   premiums   earned   ond    rotio   of 

underwril 

ng  expenses    to 

premiums  written. 

t  Excludes  capital  gains. 

NA-Not 

available. 
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Yott  might  dk 
if  he  doesn't  opemte. 

Yott  miglit  sue  if  he  does. 


In  1975,  there 
were  twice  as 
many  medical 
malpractice  suits 
as  there  were  in 
1970. 

Why  has  this 
happened? 

For  one  thing, 
the  new  opera- 
tions and  miracle 
dmg3  that  save 
lives  also  bring 
new  risks.  And  no  matter  how 
careful  a  doctor  or  hospital  may 
be,  more  and  more  unsatisfied 
patients  are  seeking  compen- 
sation for  their  misfortunes. 

'So  they  sue. 

'And  sympathetic  juries 
are  making  bigger  awards.  In  the 
last  10  years,  the  average  award 
has  jumped  over  6  times. 

In  order  to  deal  with  these 
bigger  awards,  insurance 
companies  must  charge  doctors 


and  hospitals  more 
for  malpractice 
insurance. 

Insurance,  after 
all,  is  simply  a 
means  of  spreading 
risk.  Insurance 
companies  collect 
premiums  from 
many  people  and 
compensate 
the  few  who  have 
losses. 

The  price  of  insurance  must 
reflect  the  rising  cost  of  compen- 
sating those  losses  and  the 
work  that  goes  into  doing  that. 
And  that's  why  everyone's 
premiums  have  been  going  up. 
No  one  likes  higher  prices. 
But  we  re  telling  it  straight. 

INDUSTRIAL  INDEMNITY 

one  of  the 

CRUM&FORSTER 
INSURANCE  COMPANIES 

THE  POUCY  MAKERS. 


Seventy  percent  of  all  dol- 
lars  paid  for  marine  insurance 
claims  go  for  preventable  car- 
go losses— losses  which  mod' 
em  cargo  packing  and  han- 
dling methods  could  have 
avoided* 

A  brief  review  by  INA  of 
an  insurance  topic  of  interest 
to  business  executives* 


Cargo  shipping  techniques  have  advanced  rapidly 
in  recent  years.  Cargo  containers  which  can  be  trans- 
ferred among  ships,  barges,  trucks  and  rail  cars  have 
made  possible  new  standards  of  speed  and  efficiency. 
Bargecarrying  cargo  ships  have  taken  the  process  a 
step  further.  At  the  same  time,  a  host  of  innovations  in 
cargo  packing,  handling  and  stowage  have  promoted 
safet}'  and  security. 

Yet  despite  these  advances,  losses  to  cargo  in 
domestic  and  overseas  transit  remain  high.  In  fact, 
some  seventy  percent  of  all  marine  cargo  losses  today 
are  preventable.  If  only  half  of  these  losses  could  be 
eliminated  through  better  shipping  practices,  Ameri- 
can business  would  derive  millions  of  dollars  of  savings 
annually. 

Less  time  and  money  spent  in  tracing,  locating  and 
making  adjustments  on  lost,  damaged  or  stolen  mer- 
chandise is  only  part  of  the  benefit  a  shipper  can  expect 
through  a  professional  approach  to  packing  and  han- 
dling cargo.  Pleased  customers  and  repeat  orders  are 


also  important.  And  a  reduction  in  insurance  claims  is 
likely  to  lead  to  reduced  premium  costs. 

How  to  discourage  theft 

Almost  half  of  preventable  losses  are  due  to  theft 
and  pilferage.  One  important  countermeasure  is  simply 
prompt  pickup  and  delivery.  The  longer  cargo  lies 
around  on  piers,  in  terminals  and  in  trucks,  the  more  it 
is  exposed  to  theft. 

Collapse  or  deterioration  of  flimsy  or  used  boxes  or 
bags,  thereby  exposing  the  contents,  is  a  sure  way  tc^ 
attract  the  attention  of  pilferers.  New,  well-constructed 
packing  is  essential,  reinforced  if  ncxxl  Ix'  by  strapping, 
banding  and  corrugatcxJ  fasteners. 

The  use  of  various-si/ed  boxes,  crates  and  pallets  to 
consolidate  small  parcels  into  single  load  units  can  Ix.'  ii 
deterrent.  Unitizing  and  palletizing  make  cargoes  less 
accessible,  as  does  the  use  of  intermodal  containers 


Control 


Such  techniques  as  shrink  or  stretch  wrapping  further 
contribute  to  package  security. 

And  advertising  may  pay,  but  not  when  directed  at 
thieves.  Descriptive  labeling,  illustrations  or  prominent 
display  of  trademarks  and  well-known  company  names 
on  the  shipping  package  or  container  make  a  thief's  job 
easier.  Coded  markings  should  be  used,  with  the  codes 
changed  frequently. 

Handling  and  stowing  faults— including  breakage, 
leakage  and  crushing,  contact  with  oil  and  other  cargo, 
and  contamination— account  for  387©  of  all  prevent- 
able losses.  Cargo  handling  in  the  ports  of  the  world 
ranges  from  highly  experienced  to  totally  unskilled. 
Rough  seas,  heavy  traffic  and  bad  roads  can  subject 
cargo  to  every  imaginable  kind  of  motion,  vibration 
and  impact. 

Another  l47o  of  preventable  loss  is  due  to  water 
damage.  Rain,  high  humidity,  condensation  and  sea- 


water  can  reduce  otherwise  stable  cargo  to  a  mass  of 
soggy,  stained,  mildewed  or  rusty  merchandise. 

Pack  for  the  toughest  leg 

The  first  rule  for  shippers,  therefore,  is  to  pack  for 
the  toughest  leg  of  the  entire  journey  from  origin  to 
destination. 

Professional  cargo  packing  and  handling  is  a  com- 
plex, constantly  advancing  business  with  numerous 
firms  offering  a  wide  range  of  specialized  services.  In 
addition,  insurance  companies  writing  marine  insur- 
ance can  furnish  consultative  and  technical  services  in 
packing  and  cargo  handling  for  sea,  air  and  land  trans- 
port, including  loss  control  programs  tailored  to  meet 
the  individual  needs  of  policyholders. 

As  a  fuller  discussion  of  cargo  loss  control  as  it  re- 
lates to  marine  insurance,  INA  has  prepared  a  bro- 
chure entided,  "Ports  of  the  World:  A  Guide  to  Cargo 
Loss  Control!'  Copies  may  be  requested  by  writing  to 
INA  Corporation,  1600  Arch  Street,  Philadelphia,  Pa. 
19101. 

4c  4c  :i: 

The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall,  Philadelphia,  in  1792. 
Today  INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  casualty 
insurance,  marine  insurance,  life  and  group  insurance, 
reinsurance  and  risk  management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive  knowl- 
edge of  insurance  needs  and  solutions. 


Insurance  Professionals 


**Free**  Doctors= Expensive  Cars 


Company-paid  medical  insurance  is  a  great 
fringe  benefit.  But  who  do  you  suppose 
pays  for  it  in  the  end? 


J 


|ohn  Sagan,  vice 
president      and 
treasurer     of     Ford 
Motor  Co.,  is  a  trus- 
tee  of   Oakwood   Hospital   in   Dear 


that's  going  to  pick  up  the  tab."  The 
union's  resp>onse  hasn't  been  too  en- 
couraging so  far:  It  wants  nothing 
that  will  increase  the  "out-of-pocket" 
f  cost  to  employees. 

There  are  other  ways  to  deal  with 


utilization  in  its  negotiations  with  the 
United  Auto  Workers  this  year.  GM 

ciurently  pays  100%  of  the  premium  overutilization    besides    purely    finan- 
cost  of  its  plan  for  hourly  employees,  cial  incentives.  One  is  to  educate  em- 
both  to  Blue  Cross  and  Blue  Shield  ployees  about  which  forms  of  health- 
bom,  Mich.  Torrence  M.  Hunt,  a  vice      plans  and  private  carriers  like  Metro-  care  delivery  are  appropriate  for  dif- 
president  at  Aluminum  Co.  of  Amer-      politan  Life  and  Connecticut  General,  ferent  ailments.  Says  James  Mortimer, 
ica,  sits  on  the  Western  Permsylvania      These  insvirers  pick  up  the  entire  tab  manager  of  employee  benefits  at  Chi- 

for  almost  all  medical  services  covered  cago's    Continental    lUinois    National 


Hospital  board  in  Pittsburgh. 

Oh,  how  nice.  Accepting  honorary 
positions  to  cinch  the  annual  com- 
pany contribution,  eh?  Not  exactly. 
Ford  and  Alcoa  encourage  executives 
like  Messrs.  Sagan  and  Hunt  to  rep- 
resent their  companies  on  those  hospi- 
tal boards  because  Ford  and  Alcoa 
are  finding  that  the  cost  of  the  health 
coverage  they  provide  employees  is 
rising  at  around  a  15%  annual  cUp. 
Ford    and    Alcoa    paid,    respectively, 


under  the  plan.  That  has  become 
very  costly  to  GM:  It  now  pays 
$83.52  a  month  per  U.S.  hourly  em- 
ployee for  health  care  (not  including 
dental  insurance)— an  increase  of  19% 
over  1975's  level  and  64%  over  1971's 
$51.02.  Almost  all  of  the  rise  is  due 
to  increased  costs  and  utilization,  not 
increased  benefits. 

With    the    total    cost    of    its    plan 
reaching   an    estimated   $825   million 


$298  million  and  $30.4  million  for  this  model  year— or  about  $142  per 
health-care  benefits  last  year— 92%  vehicle— GM  is  making  employee  cost- 
and  47%  of  net  income.  Businessmen      sharing   of   health   benefits    a    major 


Bank  &  Trust  Co.:  "You  show  peo- 
ple things  they  can  do  to  control  cost 
—simple  things  an  employee  can  un- 
derstand. When  a  doctor  schedules 
you  for  surgery  on  Tuesday  but  makes 
you  go  into  the  hospital  Friday  night, 
you  ask  him  why  so  far  in  advance- 
it  may  be  only  because  the  hospital 
wants  to  fill  its  beds  over  the  week- 
end." Of  course,  this  land  of  con- 
sumer education  works  best  when  it's 
combined  with  a  financial  incentive. 
At  Continental  Illinois,  employees  foot 
20%   of    the   premium    bill    for    their 


are  starting  to  try  all  sorts   of  new      item  in  its  imion  negotiations.  If  there      health  insurance,  so  at  least  they  have 


ways  to  cut  their  health-benefit  bills 
—with  applause  from  the  health  in- 
surance companies,  who  are  hard- 
pressed  to  keep  premiums  on  a  par 
with  payouts. 

One   of   the    main   problems    with 


is  some  employee  contribution  for 
every  hospital  or  physician  visit,  "the 
employees  will  be  conscious  of  the 
cost  and  therefore  won't  request 
something  that  really  isn't  necessary," 


a  collective  reason  to  avoid  overutili- 
zation of  services. 

Preventive  medicine,  which  is  all  the 
rage  among  public  health  experts,  is 
another  method  corporations  use  to 
hold  down  soaring  medical  costs.  In- 
ternational    Business     Machines     has 


THE  U.S.  HEALTH  BILL  AND  HOW  IT  GREW 


says  Victor  M.  Zink,  GM's  director  of 
health  care  these  days  is  the  prevalent  employee  benefits  and  services.  "But 
attitude  that  it's  free  because  some-  possibly  even  more  important,  the  em-  long  had  a  voluntary  health  screening 
one  else  is  paying.  "Someone  else"  is  ployee's  doctor  and  hospital  will  rec-  program  for  employees  aimed  at  de- 
almost  invariably  an  employer— which  ognize  that  the  employee  has  a  stake;  tecting,  among  other  things,  dormant 
of  course  means  the  taxpayer,  too,  that  it's  not  just  some  big  insurance  heart  abnormalities  and  hypertension, 
since  the  taxpayer  pays  part  of  a  com-  company  or  nameless  organization  which  usually  can  be  treated.  IBM's 
pany  contribution  when  it  is  taken  as 
an  income  deduction.  Usually  the 
bills  are  paid  directly  by  an  insurance 
company— Blue  Cross  and  Blue  Shield 
or  a  private  carrier.  In  short,  every- 
body pays  except  the  person  who 
uses  the  medical  services. 

Of  course,  the  individual  pays  in 
the  end:  General  Motors  tacks  the 
cost  on  to  the  price  of  its  cars.  (And 
the  car  buyer  demands  a  raise  to 
compensate  for  the  increased  cost  of 
transportation;  that's  called  inflation.) 
But  the  illusion  of  free  medical  care 
remains,  and  many  people  today  have 
no  incentive  to  avoid  unnecessary 
calls  to  doctors  and  hospitals. 

A  sore  throat?  Better  have  it 
checked  at  your  local  hospital  emer- 
gency room.  Poison  ivy?  Try  a  famous 
dermatologist.  "Overutilization, "  the 
health  experts  call  it. 

General  Motors,  which  provides  a 
wide  range  of  hospital,  medical  and 
dental  benefits  to  employees,  is  tak- 
ing a  well-publicized  crack  at  ovei- 
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A  leader  in  property- casualty  insurance  on  this  planet. 


Group  of  Insurance  Companies 

100  William  Street,  New  York,  N.Y.  10038 


How  to  talk 
dkecdyto 
European 
investors. 

Foreign  holding  in  U.S.  stocks  and 
bonds  are  now  estimated  in  excess 
of$80to$85billioa 

European- based  institutions 
represent  the  largest  percentage  of 
these  investors,  and  their  interest 
(and  participation)  is  growing  every 
day. 

How  to  reach  them? 

In  the  pages  of  the  one  news- 
paper read  regularly  by  more 
members  of  the  European  financial 
community  than  any  other  publi- 
cation: 

The  International 
Herald  Tribune. 

One  reason  is  this:  it's  the 
single  source  for  complete  daily 
New  York  and  American  Stock 
Exchange  listings  on  the  continent, 
and  so  it's  required  reading  for  all 
money  men. 

Another  is  that  the  Herald 
Tribune  is  available  in  all  the  major 
European  financial  centers  early 
every  day.  Frankfurt  reads  it  as 
Geneva,  Zurich,  Amsterdam, 
London  and  Paris  read  it 

So  if  you  have  a  message  for 
European  investors... 

Your  advertising 

schedule  should  start 

with  the  International 

Herald  Tribune. 

Space  is  available.  Rates  are 
commensurate  with  its  highly  selec- 
tive business  audience. 

Qosing  dates  are  short  and  the 
one  language  is  English,  for  every 
country  in  Europe. 

For  other  details  and  a  recent 
copy  of  the  International  Herald 
Tribune... 

Write  or  phone : 
Frank  Tortorello  in  New  York. 
444  Madison  Avenue,  New  York, 
NY  10022.  Tel.  (212)  752-3890. 

Gerald  >X^te  in  Chicago. 
230  N.Michigan  Ave.,  Chicago, 
11160601  Tel.  (312)  641-2762. 


pledge:  complete  confidentiality  by 
the  company's  medical  department, 
and  no  effect  on  the  employee's  job. 
Not  to  mention  the  beneficial  health 
effect,  it's  much  cheaper  to  pay  for  the 
screening  of  thousands  of  workers  now 
than  to  pay  for  the  hospitalization  of 
a  few  hundred  later  at  $150  a  day. 

Companies  are  also  taking  a  hard 
look  at  their  benefit  plans  to  see  if 
they're  biased  toward  more  expensive 
forms  of  treatment.  "Corporations  are 
changing  their  benefit  plans  to  em- 
phasize ambulatory  care,"  says  Willis 
B.  Goldbeck,  director  of  the  Washing- 
ton Business  Group  on  Health,  an  em- 
ployers' organization.  "Everything  is 
focusing  on  reducing  hospitalization." 
One  effect  of  this  is  an  increased  inter- 
est by  companies  in  coverage  for  out- 
patient care,  says  Jan  Meisels  of  the 
Health  Insurance  Association  of 
America.  Those  companies  that  al- 
ready have  such  coverage  are  expand- 
ing it.  Shell  Oil,  for  instance,  this  year 
eliminated  the  $25-deductible  feature 
its  plan  included  for  care  at  ambula- 
tory surgical  centers,  but  retained  the 
deductible  for  inpatient  treatment. 

"There's  also  a  growing  corporate 
interest  in  HMOs  all  of  a  sudden," 
says  Goldbeck,  referring  to  Health 
Maintenance  Organizations,  which 
are  prepaid  group  health  plans.  Stud- 
ies show  that  participation  in  HMOs 
can  reduce  hospital  utilization  signifi- 
cantly. For  one  thing,  HMOs  encour- 
age patients  to  seek  treatment  to  pre- 
vent illnesses  that  might  require  hos- 
pitalization. For  another,  since  HMO 
staff  physicians  are  often  on  salary, 
they  have  no  incentive  to  collect  fees 
for  unnecessary  surgery.  Trouble  is, 
there  is  only  a  handful  of  successful 
HMOs  in  the  U.S.  so  far. 

One  of  the  increasingly  popular 
ways  corporations  are  trying  to  hold 
down  costs  is  to  go  after  the  provid- 
ers of  health  services— hospitals  and 
physicians.  Aside  from  encouraging 
management  people  to  sit  on  hospital 
and  Blue  Cross  boards,  as  Ford  and 
Alcoa  do,  businesses  are  trying  to  get 
representation  on  Health  Systems 
Agencies,  which  are  area  planning 
councils  designed  to  eliminate  dupli- 
cation of  health  services.  Every  hos- 
pital wants  (and  usually  buys)  the 
latest  piece  of  fancy  equipment,  but 
only  a  limited  number  of  pieces  are 
needed  in  one  area.  But  now  the 
HSAs,  set  up  under  a  recent  federal 
law,  will  have  to  review  every  major 
hospital  expenditure. 

Some  companies,  such  as  Goodyear, 
deal  with  doctors  and  hospitals  di- 
rectly on  matters  of  utilization  and 
cost.  The  reason:  They're  self-insured. 
"Our  approach  is  to  make  sure  that 
providers  are  providing  appropriate 
care,"  says  Richard  M.   Martin,  man- 


ager of  health  services  at 
Goodyear.  "We  contract 
with  medical  foundations, 
which  are  organizations  of 
physicians  in  a  given  com- 
mimity  that  agree  to  pro- 
vide reviews  of  the  neces- 
sity of  adnussions,  lengths 
of  hospital  stay  and  pay- 
nfent  of  benefits.  Once  we 
discover  inappropriate  levels  of  utili- 
zation or  pricing,  we  exert  whatever 
leverage  we  can."  Martin  claims  that 
in  one  Illinois  plant  this  type  of  re- 
view led  to  the  reduction  of  one  half- 
day  in  the  average  hospital  stay  of 
Goodyear  employees. 

Another  company  that  favors  peer 
review  of  doctors  and  hospitals  is 
Motorola.  It  recently  implemented  a 
program  encouraging  second  opinions 
for  employees  who  are  planning  elec- 


Monitoring  stress  is  one  cost-effec- 
tive way  to  cut  medical  expenses. 


tive  surgery. 

One  of  the  more  interesting  cost- 
saving  plans  is  that  of  Uniroyal, 
which  in  Eau  Claire,  Wis.  set  up  an 
agreement  with  local  physicians  last 
year:  There  was  a  fixed  charge  per 
covered  employee  of  $11.29  per 
month  put  into  a  physicians'  fund.  If 
there  was  a  surplus  at  the  end  of  the 
year  the  physicians  and  Uniroyal 
would  split  it  50-50.  Deficits,  too, 
would  be  shared.  In  1975  Uniroyal 
and  the  physicians  split  $46,000;  hut 
this  year,  their  plan  is  in  the  red. 

All  these  measures  can  help  reduce 
the  cost  of  medical  care.  But  for  the 
time  being,  the  only  cost-conscious 
consumer  advocates  in  the  health- 
care field  are  big  corporations— he- 
cause  most  people  think  they  are  get- 
ting free  treatment.  Maybe  they  arc, 
but  as  a  result  they  are,  in  the  full- 
ness of  time,  paying  more  for  their 
automobiles,  tires,  TVs,  appliances 
and  groceries.  "Free"  doctors  -=  ex- 
pensive cars.  ■ 


80 


FORBES,    SEPTEMBER    1,    1976 


Even  if  youVe  covered  for  catastrophes 

like  this...are  you  covered  for  all  the  business 

you'd  lose  not  operating? 
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Unfortunately,  many  companies  today  are  under-insured  for  property  damage.  But  even 
if  they  have  adequate  property  coverage,  they  tend  to  overlook  the  necessity  of  Business 
Interruption  Insurance.  Coverage  that  insures  you  for  the  business  you'd  lose  while  not 
operating,  often  a  greater  loss  than  the  property  damage  itself. 

As  one  of  the  world's  leading  insurance  brokers,  Alexander  &  Alexander  would  not  only 
make  sure  you  have  this  vital  coverage — we'd  do  a  lot  more. 

First,  we'd  go  through  your  company  very  carefully,  very  thoroughly.  We  may 
recommend  important  loss  control  measures  that  could  make  your  company  a  safer  risk  and, 
quite  possibly,  reduce  your  premiums.  At  the  same  time,  we'd  be  helping  to  prevent  a 
catastrophe  from  ever  happening  in  the  first  place. 

If  your  insurance  broker  isn't  helping  you  stay  in  business,  maybe  you've  outgrown  him. 
And  maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
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Everybody  Into  The  Pool! 


Guess  what  happens  to  all  those  poor  risks  no  one 
wants?  They  make  up  ''the  involuntary  market. 
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n  the  property- 
casualty  biisi- 
ness,  poor-risk  cus- 
tomers need  not  give 
up  and  go  away 
when  they  can't  get 
coverage.  Instead,  they  can  turn 
to  government-mandated  insurance 
pools,  where  profits  and  losses  are 
shared  pro  rata  by  the  companies  do- 
ing business  in  each  state.  Because  of 
the  current  emphasis  on  careful  un- 
derwi-iting  by  the  capacity-short 
property-casualty  insurance  industry, 
the  so-called  "involuntary  market"  has 
grown  rapidly.  Unfortunately,  so  have 
its  losses. 

The  most  important  segment  of  the 
market  is  made  up  of  the  various 
plans  for  sharing  (by  government  or- 
der) the  risks  of  insuring  car  drivers 
who  can't  get  insured  elsewhere,  usu- 
ally because  of  their  claims  record. 
Then  there  are  the  guaranty  funds, 
established  separately  in  each  state, 
that  stand  ready  to  cover  the  claims 
of  customers  of  failing  insurers.  In 
addition  to  these,  there  are  FAIR 
(Fair  Access  to  Insurance  Require- 
ments) plans— for  home  and  property 
owners  in  high-risk  areas  such  as 
ghettos;  beach  and  windstorm  plans 
for  storm  coverage  in  seven  southern 
states;  Workmen's  Compensation 
plans;  and  the  newest  of  the  lot,  joint 
underwriting  associations  for  malprac- 
tice coverage. 

When  applicants  are  parceled  out 
to  underwriters,  as  with  most  auto 
plans,  losses  incurred  by  these  poor 
risks  are  paid  for  by  the  instirance 
companies  just  like  current  claims 
made  by  their  own,  better  risks.  When 
there  is  a  separate  facility,  as  with 
most  FAIR  plans,  the  local  insurance 
companies  are  assessed  at  intervals  to 
cover  losses.  Meanwhile,  many  plans 
operate  on  cash  flow  even  though 
they're  technically  in  the  red. 

The  state  guaranty  funds  run  on  a 
breakeven  basis,  assessing  local  in- 
surance companies  after  the  fact  for 
the  cash  needed  to  cover  a  failing 
competitor  (except  in  New  York 
State,  which  has  built  up  a  5241- 
million  reserve,  invested  mostly  in 
state  securities ) . 

Few  people  these  days  would  argue 
against  the  concept  of  such  pools. 
But  virtually  every  insurer  does  find 
fault  with  the  way  many  of  these 
pools  are  organized.  In  essence,  legis- 
lators still  seem  to  hold  to  the  belief 
that  if  you  hide  a  subsidy  it  is  not 
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really  being  paid  for. 

Take  the  auto  insurance  plans, 
with  3.5%  of  the  country's  cars,  or 
$400  million  in  premiums  in  1974 
(the  latest  complete  figures  avail- 
able). This  produced  a  loss  of  $81 
million,  or  20%  of  the  total  loss  in  auto 
lines,  despite  generally  higher  rates 
for  such  assigned  risks. 

Who  goes  into  the  assigned-risk 
pool?  Some  terrible  drivers;  underage 
ones  (especially  males);  people  with 
the  "wrong"  occupations,  such  as 
transporting  propane;  people  who  ap- 
ply after  a  company's  quota  is  filled. 
Much  consumer  dissatisfaction  cen- 
ters around  the  assignment  of  peo- 
ple into  these  pools,  but  the  statistics 
on  losses  from  this  group  show  the 
assignments  are  far  from  arbitrary. 

Dirty  Pool 

The  clean  risks— those  who  have  no 
recorded  accidents  or  convictions  in 
the  past  three  years— are  an  especial- 
ly touchy  subject.  These  are  frequent- 
ly drivers  who  are  underage,  who 
drive  sports  cars,  who  live  in  the 
wrong  area,  and  so  on.  Unlike  ap- 
plicants with  blemished  records,  they 
pay  only  the  basic  assigned-risk  rates 
—no  surcharge.  But  the  losses  on  these 
clean  risks  are  consistciitly  worse  over- 
all—partly because  they  pay  less.  In 
New  Jersey,  for  example,  the  loss  ra- 
tio    (excluding    expenses)     on    clean 


risks  is  178%,  vs.  105.6%  for  sur- 
charged drivers.  In  Connecticut,  the 
ratios  are  101.1%  and  72.8%,  respec- 
tively. (A  breakeven  loss  ratio  is  ap- 
proximately 75%;  anything  over  that, 
with  expenses  factored  in,  means  the 
underwriter  loses  money. ) 

Yet  in  New  Jersey,  one  of  the  worst 
states  from  the  point  of  view  of  rate 
adequacy,  State  Insurance  Commis- 
sioner James  J.  Sheeran  wants  a  joint 
reinsurance  facility  to  replace  the 
state's  current  assigned-risk  plan, 
which  lost  $34  milhon  (or  $101  per 
insured  car)  in  1974.  His  reasoning: 
Having  to  join  the  assigned-risk  plan 
makes  customers  feel  like  "second- 
class  citizens."  With  a  joint  reinsur- 
ance facility,  they  could  get  insurance 
at  the  same  rates  as  everybody  else, 
and  only  the  insurance  companies 
would  know  that  these  customers  were 
assigned  to  a  special  pool.  Never  mind 
that  that  might  mean  higher  rates  for 
everybody. 

In  fact,  in  New  Jersey  they're  kept 
low  by  fiat.  New  Jersey's  loss  ratios 
are  among  the  highest  in  the  nation: 
Not  one  of  the  15  largest  companies 
writing  auto  insurance  in  the  state 
broke  even  last  year.  The  unweighted 
average  of  their  combined  ratios 
(lo.sses  plus  expenses  as  a  percentage 
of  earned  premiums)  for  auto  liability 
was  132%  in  1975— us.  an  estimated 
107%   for   all    companies    nationwide. 
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FrankRHall 

knows  a 
sympathetic  ear. 


An  insurance  broker's 

got  to  understand 

the  placement  market — 

worldwide. 

Many  companies  today 
simply  are  unable  to  obtain  the 
insurance  they  need. 

Despite  the  present  market 
disarray,  Hall  continues  to  be  able 
to  place  the  most  complex  and 
difficult  coverages.  Our  long  and 
intimate  knowledge  of  underwrit- 
ers and  world  insurance  markets 
has  never  been  more  essential. 

It  can  make  the  difference 
between  obtaining  proper  insur- 
ance, at  the  lowest  effective  cost, 
and  getting  none  at  all. 

We've  become  one  of  the 
world's  leading  insurance  organi- 
zations because  of  our  knowledge 
of,  and  ability  to  negotiate  with, 


underwriters  worldwide.  Perhaps 
we  can  help  your  company. 

Offices  in  60  major  cities  here 
and  abroad. 

For  information,  call  or  write: 
Richard  A.  Archer,  Chairman, 
Frank  B.  Hall  &  Co.,  Inc., 
549  Pleasantville  Rd.,  Briarcliff 
Manor,  N.  Y.  10510.  (914)  769-9200. 


When  you  need  a  better  solution. 


For  physical  damage  coverage,  the 
New  Jersey  average  combined  ratio 
was  123%-t;s.  an  estimated  112% 
nationwide. 

But  State  Insurance  Department 
Actuary  Philipp  K.  Stem  was  recently 
quoted  in  the  Newark  Star-Ledger  as 
saying,  "In  our  estimation,  the  auto 
insurers  should  be  in  the  black  in 
New  Jersey." 

Small  wonder  then  that  many  in- 
surance companies  are  cutting  back 
or  withdrawing  from  writing  auto 
policies  in  New  Jersey.  This  just  leaves 
more  and  more  business  to  the  as- 
signed-risk  plan,  which  had  69%  more 
applications  last  June  than  in  June 
1975.  The  biggest  withdrawal  was 
that  of  Government  Employees  Insur- 
ance Co.,  which  did  about  9%  of  the 
state's  auto  business.  The  fourth  big- 
gest writer  in  the  state,  State  Farm 
Mutual  Automobile  Insurance  Co. 
(with  6%  of  the  business),  is  staying 
in,  but  reluctantly.  All  State  Farm 
gets  for  its  pains  is  6%  of  the  state's 
assigned-risk  business,  which  lost  the 
company  $3.5  million  in  the  first  half 
of  1976— out  of  the  company's  total 
underwriting  loss  of  $6.7  million  in 
the  state. 

The  FAIR  plans  were  created  in 
1968  following  the  inner-city  riots 
to  provide  insurance  coverage  for 
property  and  business  owners  in  de- 
teriorating ghetto  areas  and  ot^" 
high-risk  zones.  These  plans  operate 
in  26  states  and  the  District  of  Co- 
lumbia and  Puerto  Rico,  and  had 
produced  total  underwriting  losses  of 
$254  milhon  by  the  end  of  1975.  In 
1975  alone,  the  total  losses  were  $62.5 
million,  reduced  by  investment  in- 
come to  a  loss  of  $58.8  million.  This 
came  to  a  combined  ratio  of  152%. 

The  FAIR  plans,  like  the  assigned- 
risk  auto  plans,  are  organized  state  by 
state,  but  they  usually  function  sep- 
arately from  the  insvuance  companies. 
Customers  who  do  not  qualify  for  reg- 
ular insurance  are  sent  to  FAIR  plan 
oflRces.  Some  who  do  qualify  also  use 
the  FAIR  plan  because  of  its  general- 
ly lower  (read  improfitable)  rates. 
Most  FAIR  plans  operate  on  cash 
flow:  that  is,  reserves  to  pay  for  fu- 
ture losses  are  not  maintained. 

Says  an  officer  of  New  York's  FAIR 
plan:  "It's  a  Ponzi-like  deal.  We're 
using  current  premiums  to  pay  our 
losses.  The  insurance  department 
would  frown  on  that  for  an  ordinary 
company,  but  it's  no  problem  here 
because  we  have  all  the  insurance 
companies  in  the  state  behind  us.  If 
we  went  broke,  we'd  just  say,  'Oka\', 
fellas,  give  us  more  money.' "  In  fact. 
New  York  State  insurance  companies 
have  been  assessed  $31.5  million  for 
the  scheme  since  1973. 

For  medical  malpractice  insurance, 


33  states  have  passed  legislation  for 
joint  underwriting  associations,  16  of 
them  so  far  on  a  standby  basis,  in 
which  local  insurance  companies 
writing  liabihty  insurance  can  be  re- 
quired to  participate.  The  participa- 
tion by  each  company  in  the  pool  is 
often  determined  by  the  share  of  lia- 
bility insurance  it  writes  in  the  state 
because  many  companies  normally 
write  no  medical  malpractice  at  all. 

As  for  the  losses  to  come  from 
these  involuntary  associations,  there's 
no  past  involuntary  experience  to 
judge  by.  But  the  record  of  volun- 
tary malpractice  is  frightening:  In 
California,  for  instance,  six  major  un- 
derwriters of  medical  malpractice  cov- 
erage lost  at  least  $12  million  on  $112 
milhon  in  earned  premiums  in  1975. 
Another  two  companies,  who  have 
now  withdrawn,  lost  a  fiirther  $17 
million. 

Yet  another  losing  Une  is  workers' 
compensation.  Like  auto  coverage  in 
most  states  it  is  required  by  law,  and 
thus  various  arrangements  have  been 


"It's  a  Ponzi-like  deal . . . 

If  we  went  broke, 
we'd  just  say,  'Okay,  fellas, 

give  us  more  money.'  " 


developed  to  make  it  available.  The 
biggest  of  these  is  a  36-state  pool  that 
lost  $32  milhon  last  year  on  earned 
premiums  of  $110  million. 

One  set  of  involuntary  plans  has 
been  profitable  overall.  It  is  the  small- 
est in  the  group,  with  only  $14  mil- 
lion in  premiums  last  year.  These 
plans,  basically  for  windstorm  insur- 
ance, operate  in  six  southern  states 
where  profitable  pricing  still  holds 
sway,  and  in  Florida,  where  the  losses 
have  totaled  $5.5  million  on  $9.3  mil- 
lion in  premiums  since  1970. 

Not  only  do  insurers  insure  their 
customers,  they  eff^ectively  insure  each 
other.  Under  state  law  in  45  states 
and  in  D.C.,  insurance  companies 
must  stand  ready  to  pay  into  an  in- 
solvency fund  that  will  take  on  the 
liabilities  of  a  competitor  that  goes 
under.  The  intent  is  to  protect  the 
customers,  of  course,  but  many  insur- 
ance companies  feel  it  encourages  in- 
surance regulators  to  be  lax  with  near- 
insolvent  companies.  Rather  than 
make  companies  raise  rates  and  write 
profitable  business,  insurance  commis- 
sioners prefer  to  keep  rates  low  to 
make  the  public  happy.  They  know 
that  whoever  pays,  it  won't  be  the 
public— at  least  not  visibly.  So  says 
Progressive  Corp.'s  secretary-treasur- 
er, Richard  M.  Haverland:  "When  a 


company's  in  trouble,  and  it  needs 
cash,  it  usually  lowers  its  rates  or  its 
standards  to  write  a  lot  of  premivims 
—and  then  it  hopes.  In  reality,  it  just 
buries  itself  deeper  and  deeper  into 
the  ground."  If  the  company  finally 
does  go  under,  the  damage  is  just  that 
much  greater. 

Customers  of  the  failing  company 
may  get  lower  rates.  Other  insurance 
Companies'  customers  pay.  That  is 
precisely  what  happened  with 
Geico— although  Geico  is  so  large  that 
the  regulators  have  banded  together 
to  save  the  company  from  insolvency, 
just  as  New  York  City  was  saved  from 
bankruptcy.  That  is,  Geico's  condition 
is  not  being  called  insolvency,  but  the 
other  insurers  are  now  paying  for  its 
sins  by  having  to  take  on  or  guaran- 
tee huge  amounts  of  its  business. 

Should  Geico  go  under,  the  re- 
percussions could  be  monumental  for 
companies  in  the  states  where  it  had 
most  business:  New  York,  the  Wash- 
ington, D.C.  area,  New  Jersey  and 
others.  With  $669  milhon  in  premiums 
written  last  year  (and  $177  million 
for  the  first  three  months  of  1976), 
Geico  had  a  policyholders'  surplus  of 
$33  million  at  the  end  of  May— or  a 
premium-to-surplus  ratio  of  about  20- 
to-1.  Its  operating  losses  last  year 
were  $126  million. 

The  number  of  failures  in  the  cas- 
ualty insurance  field  has  grown  rap- 
idly recently,  from  a  total  of  39  be- 
tween 1970  and  1974  to  28  last  year 
alone.  Since  1969  the  various  guar- 
anty funds  have  assessed  insurance 
companies  for  $109  million,  with  an- 
other $39  million  yet  to  come  from 
insolvencies  currently  known. 

Perhaps  the  best  appraisal  of  the 
present  situation  can  be  made  by  look- 
ing at  New  York,  where  the  companies 
have  already  paid  in  $240  million  to 
protect  against  future  contingencies. 
Some  $230  million  is  invested  in  state 
obligations.  Could  this  constitute,  asks 
Vice  President  George  M.  Mulligan 
of  the  American  Insurance  Associa- 
tion, "a  deterrent  against  the  Insur- 
ance Department's  proper  determina- 
tion as  to  whether  or  not  an  insurer 
is  insolvent"? 

Says  New  York  State  Superinten- 
dent of  Insurance  Thomas  A.  Haniett: 
"If  there  was  a  major  liquidation,  it 
would  take  at  least  nine  to  12  months 
before  there  would  be  a  need  for  a 
substantial  flow  of  cash.  In  the  mean- 
time, state  finances  should  have  been 
improved." 

Keep  hoping,  Tom.  But  what  ev- 
ery state  should  remember  is  what  the 
loss  assessments  paid  into  the  guar- 
anty funds,  and  the  losses  produced 
by  all  the  other  pools  in  which  in- 
surers are  forced  to  share,  may  do  to 
other  already  weakened  companies.  ■ 


84 


FORBES.   SEPTEMBER   1,    1976 


Questions  you  should  ask  and  answers 

you  should  receive  when  you  are  setting  up, 

or  re-evaluating  your  employee  savings 

or  profit-sharing  plan. 


Perhaps  we  might  begin  by  reminding  you 
that  you  should  look  into  a  number  of  different 
plans  before  committing  yourself  to  any  one. 

When  you  do,  you  will  find  that  most  tax- 
qualified  plans  offer  1)  a  common  stock  fund,  2)  a 
fixed  income  fund,  and  3)  sometimes  a  company 
stock  fund.  This  way,  employees  can  place  their 
contributions  in  the  area  or  areas  that  are  best  suited 
to  their  personal  needs  and  goals. 

Among  these  three  kinds  of  funds,  most 
companies  today  are  showing  the  greatest  interest 


in  fixed  income  funds.  They  are  turning  to 
insurance  companies  which  can  provide  guarantees 
of  principal  and  interest  that  are  not  available 
through  bond  funds,  company  stock  funds  or 
common  stock  funds.  In  addition,  only  insurance 
companies  can  provide  guaranteed  lifetime 
payments  to  employees  when  they  retire. 

Now  assuming  that  your  interest  is  in  fixed 
income  funds,  let's  get  at  some  questions  you 
should  ask  before  selecting  an  insurance  company 
from  one  of  the  many  in  this  field. 


Q.  Do  I  have  a  guarantee  of  principal  for  my  participants  at  all  times  and 

under  all  circumstances? 
A.  You  should  for  this  reason:  Suppose  your  plan  has  to  pay  out  to 

employees  more  than  is  contributed  in  a  given  year?  This  could  occur 

if  there  are  an  unusual  number  of  early  retirements  or  if  a  plant  closes. 

Regardless  of  what  happens,  Metropolitan  guarantees  the  principal  to  your 

participants. 

Q.  If  I  need  to  can  I  cancel  my  contract  at  any  time?  If  I  do  will  I  be 
guaranteed  book  value? 

A.  You  should  have  the  right  to  cancel.  You  should  also  be  guaranteed 
reimbursement  at  book  value,  but  it  may  involve  some  form  of 
installment  arrangements.  At  Metropolitan,  you  can  cancel  at  any 
time  and  for  any  reason  and  book  value  is  always  guaranteed  under 
some  form  of  in^allment  option. 

Q.  If  interest  rates  increase  over  the  years  my  contract  is  in  force,  will  my 
employees  participate  in  the  higher  rates? 

A.  Yes  they  should  participate.  Employees  know  when  interest  rates 
have  risen  and  expect  to  share  in  the  increased  earnings.  But  some 
insurance  companies  give  increases  only  under  limited  conditions.  For 
example,  you  might  participate  in  increased  interest,  but  only  if  the 
insurance  company  is  still  writing  this  type  of  contract  and  if  credited 
interest  rates  are  at  least  Vi  %  higher  than  your  guaranteed  rate. 
At  Metropolitan  your  employees  are  guaranteed  participation  in 
increased  earnings  when  interest  rates  go  up  and  are  protected  by 
minimum  guarantees  when  interest  rates  go  down. 


•    These  are  just  a  few  of  the  questions 
you  should  ask  before  awarding  your 
employee  savings  or  profit  sharing  plan  to 
any  company.  But  there  are  many  other 
questions  of  great  importance. 

If  you  have  others  (and  you  probably 
do)  call  or  write: 


Mr.  Leon  D.  Moskowitz,  Vice-President, 
Group  Insurance  &  Pensions  Marketing, 
Metropolitan  Life,  One  Madison  Avenue, 
NewYork,N.Y.  10010(212)578-3148. 

O  Metropolitan 

Where  the  future  is  now 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


2,000,000  Shares 


Transcontinental  Gas  Pipe  Line  Corporation 


Cumulative  Preferred  Stock,  $2.50  Series 

(Without  Par  Value— Stated  Value  $25  Per  Share) 


Price  $25  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  only  from  such  ol 
the  several  underwriters  as  may  lawfully  offer  these  securities  in  such  State 


White,  Weld  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Inc. 
Dillon,  Read  &  Co.  Inc. 


The  First  Boston  Corporation 


Homblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Kuhn,  Loeb  &  Co. 


Drexel  Burnham  &  Co. 

Incorporated 

E.  F.  Hutton  &  Company  Inc. 
Lazard  Freres  &  Co. 


Lehman  Brothers 

Incorporated 

Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Goldman,  Sachs  &  Co. 


Kidder,  Peabody  &  Co. 

Incorporated 

Loeb,  Rhoades  &  Co. 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Salomon  Brothers 
Dean  Witter  &  Co. 

Incorporated 

August  11.  1976 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Shearson  Hayden  Stone  Inc. 


Reynolds  Securities  Inc. 
Wertheim  &  Co.,  Inc. 


Spencer  Trask  &  Co. 

Incorporated 


Side  Lines  (Continued  from  page  4) 

"So  the  Chinese  government  went 
out  and  appointed  themselves  a  Frank 
Zarb.  His  job  was  to  suppress  the 
opium  trade.  His  name  was  Lin  Tse- 
hsii,  a  distinguished  Mandarin.  Lin 
tried  confiscating  the  dope.  He  con- 
sidered executing  addicts.  He  even 
thought  of  running  up  the  price  of 
tea  and  silk  to  redress  what  we  would 
call  the  balance  of  payments." 

"Hmm,"  said  the  editor.  "Like  we 
did  with  wheat  and  soybeans  after 
they  raised  the  price  of  oil." 

"Exactiy,"  Warsh  replied.  "Except 
that  couldn't  work  in  China  because 
the  government  was  too  weak  and  in- 
efficient and  the  vested  interests  were 
too  strong.  The  English  even  went  to 
war  to  protect  their  trade." 

"Please,"  said  the  editor.  "Let's  get 
back  to  oil." 

"Aha,"  said  Warsh,  suddenly 
strangely  calm.  "Now  we  come  to  the 
point.  Look  at  it  this  way.  The  Chi- 
nese became  addicted  to  a  particu- 
lar form  of  entertainment,  and  the 
British  taxed  it.  Americans  have  be- 
come addicted  to  a  particular  form  of 
energy— imported  oil— and  the  OPEC 
nations  have  found  a  way  to  tax  it. 
You'll  grant  me  that  what  happened 
three  years  ago  in  Vienna  was  a  tax 
increase,  not  a  price  increase?" 

The  editor  nodded  warily— there 
,was  a  tiap  here— but  he  conceded: 
"That  is  what  the  Brookings  Institu- 
tion has  begun  to  call  it,  after  all.  .  .  . 
It's  a  tax  because  the  price  is  de- 
creed—it has  nothing  to  do  with  the 
cost  of  production." 

"Of  course!"  exulted  Warsh.  "If  a 
government  transfers  wealth  from  one 
group  of  its  own  citizens  to  another, 
it  is  called  taxation.  If  an  OPEC  gov- 
ernment does  it  we  call  it  inflation. ..." 

"Extortion,"  giumbled  the  editor. 

"Whatever,"  said  Warsh.  "Taxes 
and  prices— the  difference  isn't  as  in- 
:eresting  as  the  similarity.  But  as  you 
enow,  we  have  no  way  of  talking 
about  or  measuring  the  tax  level— only 
the  price  level." 

Pretty  sly  of  Warsh.  Knowing  the 
editor's  fascination  with  historical 
analogies,  he  had  tricked  him  into  at- 
tending for  the  umpteenth  time 
Warsh's  favorite  theme:  that  the 
economists  are  barking  up  the  wrong 
tree;  that  we  will  never  understand 
what  causes  inflation  unless  we  un- 
derstand that  taxes  and  prices  are 
part  of  the  same  natural  family— 
namely,  costs  to  the  individual.  The 
Saudi  government  puts  the  bite  on 
Americans  and  we  call  it  a  price;  our 
own  Government  puts  the  bite  on  us 
and  we  call  it  a  tax.  Opium  and  oil! 
Taxes  and  prices!  Doesn't  quite  make 
sense.  But  neither  do  the  convention- 
al economists.   ■ 


Tools  for  today 's  decision  makers. 

As  inflation  drives  costs 
higher  and  higher,  many 
corporations  are 
dangerously  under-insured. 

Yesterday's  amounts  of  insurance  can't  possibly  cover  today's 
or  tomorrow's  losses.  "How  to  insure  your  insurance"  tells  you 
how  to  keep  your  property  values  current  and  covered ;  and  suggests 
practical  steps  to  protect  your  investment.  Yours  for  the  asking. 
Call  or  write:  Jack  Heath,  Vice  President,  or  contact 
your  area  M&S  office. 

Phone:  (800)421-8436 

In  California,  call  collect:  (213)  385-1515. 

appraisals  by 
Marshall  and  Stevens 

Corporate  headquarters: 

600  S.  Commonwealth  Avenue,  Los  Angeles,  California  90005 

Offices  around  the  world   lli  A  Unionamerica  Company 


Increased 
Quarterly 

Dividend 

57V2C  per  Common  Share 

(Formerly  52'/2(C  per  share) 

Payable:  September  15,  1976 
Record:  August  13,  1976 
Declared:  July  28,  1976 


Cyril  J.  Smith,  Secretary 
Houston,  Texas 


Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Consecutive  dividend 
payments  since  1939 


Model  360/65 
Bond  Trader. 
The  only  portable 
hand-held 
bond  calculator. 

Already  used  by  thousands  of  traders  for: 

•  Munis,  corporates,  governnnents, 
agencies,  T-bills,  notes. 

•  Simultaneous  display  of  yield-to-cali  and 
yield-to-maturity  or  price-to-call  and 
price-to-maturity 

•  Calculating  average  life,  accrued  interest, 
after-tax  yield,  after-tax  yield  to  dollar  price 

•  Production  and  extension,  ^^^^^^^l 

•  Exact  figures  in  seconds.    ^^^^^^Hf 

Compucorp 

12312  W.  Olympic  Blvd., 
Los  Angeles,  CA  90064 
Telephone:  (213)  820-5611 


■    aaa  ee 

naa 

es  Q 


Yes,  I'm  interested  in  the 
Bond  Trader! 
D  Please  send  complete  information 
D  Please  arrange  for  a  demonstration 
i'.Mi',..-         L  (:'■  toi  C'laii'ipfJ  'Ji-ti  biJtors 
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TELEPHONE 


.J 


FORBES,    SEPTEMBER    1,    1976 


87 


Could  Seventh  Avenue 
pocket  any  profits  in  Hong  Kong? 


Yes,  indeed.   Although  Hong  Kong  is  an  ex- 
porter of  apparel,  it  offers  excellent  opportunities 
for  sales  of  goods  manufactured  in  the  United  States. 

Gathering,  synthesizing  and  reporting  the  latest 
important  information  on  international  markets  is 
the  function  of  TIME  Marketing  and  Research. 

This  group  has  prepared  studies  designed  to 


help  you  move  your  products  through  the  markets 
of  the  world  with  greater  ease  and  profit. 

Next  time  you're  reviewing  your  multinational 
marketing  and  media  strategy,  it  might  be  advan- 
tageous to  call  us  in. 

Together,   we  should  be  able  to  get  it  all 
sewed  up. 


For  multirwiticmd  marketing 


Forbes 


Money  And  Investments 


The  Economy 


Is  Good  Sense  Bad  News? 


A  FEW  WEEKS  AGO,  a  coIleaguc  of  ours  got  a  notice  about 
the  regular  annual  sale  at  a  famous  men's  store  he  patron- 
izes. To  avoid  the  crush,  he  made  a  point  of  getting  there 
just  after  the  doors  opened  on  the  first  day  of  the  sale. 
Crush?  The  place  was  empty  except  for  salesmen.  That 
same  day  an  article  in  The  New  York  Times  reported  that 
retail  sales  were  very  disappointing. 

Is  the  economic  pickup  running  out  of  steam?  Are  the 
Administration's  critics  correct  in  saying  that  the  econ- 
omy needs  additional  stimulus,  a  shot  in  the  arm  from 
Washington?  Is  the  consumer  telling  us  something?  Is 
it  worrisome  that  the  stock  market  seems  unable  to  get 
over  1000  on  the  Dow? 

In  our  view,  no;  the  pessimists  are  clutching  at  straws. 

Let's  look  at  that  sale  of  men's  suits:  On  closer  exam- 
ination, the  "bargains"  are  not  quite  bargains.  The  sale 
prices  are  about  the  same  as  the  regular  prices  were, 
say,  two  years  ago.  Nobody's  going  to  break  down  doors 
for  a  sale  like  that! 

The  Shopper  Knows 

Retail  sales  have  been  flat  for  four  months— which 
makes  the  pessimists  happy.  But  there  are  a  couple  of 
things  to  remember  about  this.  For  one  thing,  the  com- 
parisons are  with  a  period  last  year  when  the  Govern- 
ment was  pumping  billions  in  tax  refunds  into  the  econo- 
my. Furthermore,  the  second-quarter  slowdown  is  against 
a  first  quarter  when  the  gross  national  product  was  grow- 
ing at  9.2%— a  clearly  unsustainable  rate. 

The  slowdown  has  been  felt  most  severely  in  apparel. 
This  shouldn't  surprise  anybody.  Just  look  at  those  price 
tags!  In  women's  apparel,  even  moderate-priced  dresses, 
suits,  blouses  and  skirts  are  up  30%  to  40%  in  the  past 
year.  This  kind  of  price-raising  doesn't  always  show  in  the 
indices— how  do  you  compare  this  year's  dress  with  peas- 
ant sleeves  with  last  year's  without  them?  But  the  shop- 
per knows  the  difi^erence,  and  she  is  making  do  with  last 
year's.  Especially  is  this  so  in  that  the  garment  people 


haven't  come  up  with  much  new— no  midiskirts,  pantsuits 
or  other  "revolutions." 

Is  it  bad,  is  it  bearish,  if  the  consumer  is  starting  to 
count  his  money  again?  Or  is  it  a  good  sign  that  some  of 
the  inflationary  carelessness  has  gone  out  of  people's  hves? 
The  figures  clearly  show  that  there  is  no  lack  of  buying 
power:  In  spite  of  the  unemployment  figures,  there  are  88 
million  Americans  working  now,  a  gain  of  2  million  since 
January.  Meanwhile,  personal  income  gained  $48  billion, 
nearly  4%  from  January  to  June.  That's  hardly  the  mak- 
ings of  a  depression  or  a  recession. 

Why  then  so  much  talk  about  a  softening  of  the  econ- 
omy? Why  is  there  debate  about  the  need  for  additional 
stimulation  by  the  Federal  Reserve  or  the  Administration? 
It's  because  some  powerful  businessmen  and  economists 
were  caught  oflF  their  guard.  They  were  expecting  a  strong, 
continued  upswing  and  it  did  not  develop.  They  were  dis- 
appointed. Plans  went  awry.  So  there  was  a  feeling  the 
economy  had  gone  wrong;  they  made  loud  noises  about  it. 

But  the  economy  is  still  expanding  with  sure-footed 
steadiness.  Nothing  is  wrong.  And  the  individual  is 
well-prepared  to  make  his  contribution.  Retail  sales  were 
not  the  stumbling  block.  Poor  planning  was. 

The  consumer  is  a  puzzle  to  some  businessmen  be- 
cause spending  habits  are  in  process  of  changing,  too.  The 
Economics  department  of  Citibank  put  its  pencil  to  the 
details  and  learned  that  because  income  adjusted  for  tax 
payments  and  price  effects  is  3.3%  above  the  prerecession 
peak,  consumers  are  now  in  the  process  of  shifting  their 
spending  patterns.  With  less  price  increase  for  food  and 
fuel,  there  is  more  money  for  the  big-ticket  items,  such  as 
housing,  autos  and  appliances.  The  markets  are  still  wait- 
ing for  these  orders  to  materialize. 

The  public  is  well-heeled  but  cautious.  This  may  not 
be  good  news  for  the  department  stores  and  apparel  man- 
ufacturers or  for  auto  dealers  loaded  with  the  wrong  mod- 
els. But  it  is  very  good  news  for  those  of  us  who  want  to 
see  slow,  unexcited  growth.  The  kind  of  growth  that 
won't  degenerate  in  a  short  time  into  inflation  and  slump.  ■ 
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Corporate  dividend  payments  have 
lagged  considerably  behind  the  im- 
provement in  profits  after  taxes.  The 
stage  is  thus  set  for  a  broad  increase 
in  payout.  The  amount  to  be  dis- 
tributed to  shareholders  this  year 
comes  to  only  40%  of  expected  profit 
after  taxes,  a  ratio  that  is  at  the  lower 
end  of  the  range  that  has  gone  as 
high  as  60%  when  earnings  fall  and 
dividends  are  maintained— as  in  1970. 
An  increase  in  payments  to  bring  the 
proportion  closer  to  the  more  usual 
45%  would  add  about  15%  to  total 
dividends.  Managements  are  starting 
to  place  greater  emphasis  on  divi- 
dends as  a  means  of  improving  their 
stock  price  because  stock  yields  are 
competing  for  investor  favor  against 
the  return  on  bonds. 
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Mone.  r\nd  Investments 


The  Bond  &  Capital  Markets 


Tax-Free  And  Worry-Free 


By  Ben  Weberman 


s 


'o  you  like  the  idea  of  owning 
tax-exempt  municipal  bonds,  but  you 
don't  like  the  fear  that  the  issuer 
might  turn  out  to  be  another  New 
York  City.  What  do  you  do?  Well, 
you  can  consider  buying  insured  tax- 
exempts.  In  that  case,  you  not  only 
have  the  issuer  standing  behind  the 
bond,  but  a  group  of  very  powerful 
insurance  companies  as  well. 

Municipal  bond  insurance  covers 
both  interest  and  principal  when  due. 
In  most  cases,  the  insurance  is  paid 
for  by  the  issuing  municipality  or  un- 
derwriters; but  one  insurance  compa- 
ny is  willing  to  insure  existing  port- 
folios of  issues  held  by  mutual  invest- 
ment trusts  or  by  individuals.  There 
are  two  groups  in  this  insurance  busi- 
ness: Municipal  Bond  Insurance  As- 
sociation and  American  Municipal 
Bond  Assurance  Corp.  Each  has  al- 
ready written  about  $1  billion  of  prin- 
cipal bonds. 

Bargains  For  Both 

Once  insured  by  MBIA,  a  bond 
automatically  gets  an  AAA  rating 
from  Standard  &  Poor's— even  if  the 
mtmicipality  itself  has  a  lower  rating. 
(AMBAC  coverage  carries  an  AA 
rating.)  Most  of  the  bonds  being  in- 
sured would  otherwise  have  been  des- 
ignated A  or  BBB.  Obviously,  the 
rating  agencies  put  great  trust  in  the 
insurance  feature. 

This  insurance  is  not  terribly  ex- 
pensive. It  normally  runs  between 
0.10%  to  0.15%  a  year,  (that  is,  about 
$1  to  $1.50  on  a  $1,000  face  amount 


bond).  For  the  issuer,  the  premium 
is  quite  a  bargain:  It  saves  the  issuer 
at  least  0.3%  in  annual  interest  and 
in  some  cases  as  much  as  2%.  But 
there's  something  in  it  for  the  in\es- 
tor,  too.  An  insured  bond  that  is 
AAA-rated  because  of  the  insurance 
feature  will  pay  as  much  as  1%  more 
than  a  bond  that  is  AAA  on  its  own. 

Here's  a  typical  insured  issue:  It's 
a  $20-million  Erie  County,  New  York 
Water  Authority  revenue  bond.  It 
came  to  market  on  July  20.  The  2006 
maturity  carries  a  $6.75^  coupon. 
The  issue  was  recently  quoted  at  par 
—in  other  words,  to  yield  6.75%.  With- 
out the  insurance,  the  issue  would 
probably  have  had  to  carry  an  85^% 
coupon  to  sell— not  because  it  wasn't 
a  good  risk,  but  because,  like  any- 
thing else  labeled  "New  York,"  it  car- 
ries the  psychological  burden  of  New 
York  City's  fiscal  mismanagement. 
Over  the  life  of  the  bonds,  the  savings 
to  the  water  authority  from  the  in- 
surance will  run  into  millions. 

Water  authority  bonds  are  general- 
ly good  risks.  They  are  not  dependent 
on  tax  money,  but  earn  substantial 
revenues  from  a  vital  service.  If  Erie 
County  had  been  in  most  other  states, 
it  probably  could  have  marketed  the 
bonds  at  55^%.  Thus,  while  the  water 
authority  saves  by  insurance,  so  does 
the  investor;   he  earns   an   extra    1%. 

How  solid  is  the  insurance?  Very. 
MBIA,  founded  in  1974,  is  a  syndi- 
cate of  four  major  companies:  Aetna 
Casuahy  &  Surety  (40%);  St.  Paul 
Fire  &  Marine  (30%);  Aetna  Insur- 
ance, a  subsidiary  of  Connecticut 
General  (15%);  and  United  States 
Fire  (15^).  Policyholder  surplus  of 
the  four  owners  totaled  $807  million 
at  the  end  of  1975,  all  committed  to 
backing  the  claims  of  investors  hold- 
ing the  insured  securities,  if  necessary. 

Spreading  The  Risks 

Suppose  MBIA  expands  to  $5  bil- 
lion of  assets  insured,  and  that  10% 
of  the  guaranteed  bonds  default  in  full 
-an  unlikely  event.  In  that  case, 
MUIA's  debt  service  for  any  one  year 


would  be  $37.5  million  of  principal 
repayment  and  interest.  This  comes 
out  to  3%  to  6%  of  the  policyholder 
surplus  of  the  syndicate  members, 
about  15%  to  20%  of  projected  an- 
nual inxestment  income.  Furthermore, 
the  insurance  companies  carefulK 
spread  their  risks.  MBIA  won't  insure 
more  than  $20  million  principal  of  a 
single  issue;  AMBAC,  $10  million.  A 
default  or  even  a  series  of  defaults 
wouldn't  break  the  insurance  compa- 
nies. They  could  handle  it. 

Insure  Your  Own 

As  pointed  out,  you  cart  either  bu\ 
already  insured  bonds  or  you  can  go 
out  and  insure  your  own.  MBIA  won't 
sell  to  individuals  or  to  investment 
funds,  but  AMBAC,  a  subsidiary  of 
MGIC  Investment  Corp.,  will. 

AMBAC  won't  cover  just  anything, 
but  its  rules  are  fairly  liberal.  Gen- 
erally speaking,  the  portfolio  should 
average  out  to  BBB-plus,  which 
means  that  an  AAA  could  balance  out 
an  issue  that  rated  only  B  or  less.  If 
>'Ou  are  insuring  only  one  issue,  it 
must  be  A -plus-rated  or  better.  New 
York  City  bonds?  AMBAC  won't 
touch  "em  (would  you?).  Nor  will  it 
cover  A-1/AA-rated  Commonwealth 
of  Massachusetts  bonds;  in  this  case 
it  is  because  AMBAC  already  has 
written  too  much  coverage  on  the 
state's  obligations. 

The  premiums,  of  course,  depend 
on  the  overall  quality  of  the  port- 
folio. Depending  on  rating,  interest 
rate  and  type  of  bond,  A  MB  AG's  pre- 
mium rates  run  from  a  minimum  of 
0.95%  (95  cents  per  year  per  $1,000) 
to  4.6%  ($4.60  per  $1,000).  The 
rates  are  higher  on  revenue  bonds  oth- 
er than  utility  and  on  unsecured  pol- 
lution-control bonds  than  they  arc  onj 
equivalent  general  obligation  bonds  ot 
on  revenue  bonds  that  are  backed  bj 
public  utilities. 

If  you're  interested,  however,  don't 
ask  your  regular  insurance  agent:   H« 
doe.sn't  handle  this  kind  of  insurance.l 
Simply      contact      AMBAC      directh 
(they're  in  Milwaukee).   ■ 
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This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  oj  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


August  13,  1976 


1,062,500  Shares 

Amdahl  Corporation 


Common  Stock 

(Par  Value  3.05) 


Of  the  above  shares,  1,000,000  shares  are  being  sold  by  the  Company  and  62,500 
shares  are  being  sold  by  certain  Selling  Stockholders.  Amdahl  Corporation  will  not 
receive  any  of  the  proceeds  from  the  sale  of  shares  by  the  Selling  Stockholders. 


Price  $27.50  per  share 


Copies  of  the  Prospectus  may  be  obtained  from,  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securit^s  and  in  which  the  Prospectus  m,ay  legally  be  distributed. 


The  First  Boston  Corporation 
Bache  Halsey  Stuart  Inc.        Dillon,  Read  &  Co.  Inc.        Drexel  Burnham  &  Co.       Goldman,  Sachs  &  Co. 

Incorporated 

Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Company  Inc.  Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers      Loeb,  Rhoades  &  Co.       Paine, Webber,  Jackson  &  Curtis      Reynolds  Securities  Inc. 

Incorporated  Incorporated 

Salomon  Brothers  Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc. 

Incorporated 

Dean  Witter  &  Co.  Hambrecht  &  Quist  Robertson,  Colman,  Siebel  &  Weisel 

Incorporated 

Shearson  Hayden  Stone  Inc.  C.  E.  Unterberg,  Towbin  Co, 


Money  And  Investments 


Stock  Comments 


If  Carter  Wins  • 


By  Heinz  H.  Biel 


I  he  presidential  election  campaign 
is  about  to  move  into  high  gear.  If 
the  rhetoric  makes  you  nervous,  re- 
member that  campaign  promises  are 
not  to  be  taken  too  seriously.  When 
a  new  President  sits  down  at  the  desk 
where  the  buck  stops,  realities  are 
stronger  than  ideologies. 

In  a  presidential  election  year  the 
stock  market  usually  makes  its  high 
toward  the  end  of  the  year.  One 
exception  was  1960.  When  Jack  Ken- 
nedy's election  became  a  distinct 
possibihty,  the  stock  market  plunged 
to  its  low  for  the  year  (566  in  the 
Dow  Jones  index)  the  week  before 
Election  Day.  Obviously,  the  financial 
community  viewed  the  prospect  of  a 
Kennedy  Administration  with  consid- 
erable apprenhension. 

Maybe  Mr.  Carter  will  become  less 
enigmatic  as  the  campaign  progresses. 
Right  now,  it  seems  to  me,  Wall 
Street  feels  as  uneasy  with  him  as  it 
did  with  Kennedy.  Let  me  end  this 
political  comment  with  a  comforting 
thought:  It  did  not  take  long  for 
the  stock  market  to  regain  its  com- 
posure after  Kennedy's  election.  On 
Dec.  13,  1961,  just  13  months  later, 
the  Dow  reached  735,  a  30%  gain.  It 
was  a  new  all  time  high. 

Merger  Beneficiaries 

Some  months  ago  (Forbes,  May 
15)  I  wrote  about  two  companies 
which  were  about  to  consummate 
two  major,  long-sought  mergers: 
Gould  (26)  with  I-T-E  Imperial,  and 
Emhart  (35)  with  USM  Corp. 
(United  Shoe  Machinery).  In  contrast 
to  the  conglomerators  of  the  Sixties 
who  made  acquisitions  for  sheer  ag- 
grandizement regajjless  of  economic 
merit  or  even  price,  both  Gould  and 
Emhart  knew  exactly  what  they  were 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


doing,  and  the  prognosis  was  good. 

Not  enough  time  has  passed  to  per- 
mit final  conclusions  on  either  com- 
pany, but  the  results  so  far  are  pleas- 
ing. Gould  overcame  the  diluting  ef- 
fect of  the  I-T-E  merger  and  reported 
record  earnings  for  the  fiscal  year 
ended  June  30.  The  stock  was  split 
3-for-2,  and  another  dividend  in- 
crease seems  imminent. 

Emhart,  whose  earnings  were  not 
diluted,  enjoyed  superb  profitability 
in  the  Jime  quarter,  lifting  per-share 
earnings  to  $4.79  for  the  previous  12 
months,  a  new  record  by  a  wide  mar- 
gin. Here,  too,  a  dividend  increase  is 
expected  before  the  end  of  1976.  Al- 
though the  stock  market  has  not  ig- 
nored these  accomplishments,  prices 
of  both  Gould  and  Emhart  are  still 
realistic  in  relation  to  prospective 
earnings.  At  the  very  least,  the  two 
stocks  merit  a  strong  HOLD  rating. 

Getting  Ready 

As  everyone  knows,  the  roadbed  of 
the  Conrail  system  is  in  horrible 
shape.  It  causes  an  incredible  num- 
ber of  accidents  and  on  occasion  re- 
duces train  speeds  to  a  crawl.  In  or- 
der to  make  freight  transportation  by 
rail  viable— don't  even  mention  Am- 
trak's  passenger  service— a  great  deal 
of  money  will  have  to  be  spent  and 
spent  soon.  A  main  beneficiary  of  the 
rehabilitation  program  will  be  Portec 
(19),  with  a  division  which  is  a 
specialist  in  rail  track  and  railroad 
maintenance  products. 

After  a  slow  start  this  year  orders 
are  beginning  to  pick  up.  As  evidence 
of  management's  optimism  on  the 
company's  future  an  increased  cash 
dividend  plus  a  50%  stock  dividend 
was  declared.  The  pending  offering  of 
400,000  additional  common  shares 
seems  to  be  designed  to  provide  the 
wherewithal  for  the  expected  growth 
in  its  business.  Portec  is  one  of  the 
relatively  few  stocks  to  rise  to  a  new 
alltime  high  this  year. 

At  long  last— for  the  first  time  since 
1967— American  Tel  &  Tel  has  again 
touched  60.   Electric  utiUties,   whose 


problems  are  more  complex  and  more 
difficult  to  solve,  have  not  done  as 
well  as  Ma  Bell,  but  the  utility  stock 
index  did  climb  to  a  new  recovery 
high  while  the  rest  of  the  market  did 
nothing.  The  reason  for  such  relative 
strength  is  apparent:  It  is  the  hunger 
for  investment  income.  Bonds  are 
fine,  to  be  sure,  but  unless  you  are 
willing  to  buy  the  very  long  maturities 
or  lower  your  quality  standards, 
available  yields  have  become  less 
tempting.  Many  utilities  are  begin- 
ning to  return  to  their  old  practice  of 
gradually  raising  their  dividend  rates 
whenever  possible,  and,  even  if  the 
dividend  hike  is  only  5%  a  year,  this 
goes  far  to  offset  the  inroads  of  infla- 
tion. This  is  the  advantage  stocks 
have  over  bonds. 

Utilities  are  so  thoroughly  covered 
by  analysts  that  you  usually  get 
what  you  pay  for.  If  you  want  to 
maximize  yield,  you  will  have  to  ac- 
cept the  flaws;  and  if  you  want  high 
quality  plus  growth,  the  dividend  re- 
turn becomes  very  modest  indeed. 
Con  Edison  (18)  certainly  has  its 
flaws,  but  this  is  amply  reflected  in  a 
price/ earnings  ratio  of  less  than  5 
With  earnings  running  at  a  $4-a-shari 
clip,  the  present  $1.60  dividend  rate 
is  likely  to  be  raised  to  $1.80  and 
possibly  $2  within  the  next  five 
months.  What  I  especiaUy  like  about 
Con  Ed  is  that  there  will  be  no  need 
for  any  equity  financing  for  the  next 
several  years. 

10%  Yields 

There  are   also  some    11   Con   Ed 
short-term      (matiu"ing      within      ten 
years)    bonds.   All   are  listed  on  tli< 
New   York    Stock   Exchange,    but    a 
the  market  in  some  issues  is  at  tim» 
quite  limited,  care  must  be  exercised 
in  placing  buy  orders.  Yields  on  thc^ 
bonds  are  in  the  9%  to  1055  range.  B< 
cause  they  are  all  selling  at  more  < 
less    sizable    discounts    from    par,    a 
good  part  of  the  yield  is  not  subjcc 
to  current  income  taxes,  only  to  tin 
capital    gains    tax    which    is    payabit 
upon  maturity  or  prior  sale.  ■ 
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There  are  two  ways  to  control 
foreign  currency  price  risks. 

The  old  way  and  the  new  way. 


In  1975,  the  value  of  roughly  a  million  dollars 

in  Deutsche  marks  varied   $150,600 

in  Swiss  francs, $132,900 

in  British  pounds, $173,300 

in  Canadian  doUars,    $47,800 

in  Japanese  yen, $73,800 

in  French  francs, $135,200 

in  Dutch  guilders, $153,000 


r  your  company  is  engaged  in  overseas  trade,  as  either 
uyer  or  seller,  you're  probably  already  familiar  with  the 
enefits  of  hedging  in  the  forward  currency  market.  Many 
ompanies  do  this  through  their  bank — that's  the  old  way. 
Ve  want  to  tell  you  how  to  do  it  through  your  broker — 
"lat's  the  new  way.  It's  simple,  secure  and  low  cost. 

he  International  Monetary  Market  is  a  commodity  fu- 
Lires  market,  but  the  commodity  traded  is  money: 
)eutsche  marks,  Canadian  dollars,  French  francs,  Swiss 
ancs,  Japanese  yen,  Dutch  guilders,  British  pounds  and 
lexican  pesos.  Contracts  mature  quarterly  and  are  listed 
ut  more  than  a  year  ahead.  They  may  be  bought  or  sold 
t  any  time  up  to  maturity.  Every  price  is  arrived  at  by 
ompetitive  bidding,  between  buyer's  and  seller's  repre- 
sntatives  and  published  immediately  on  the  IMM  ticker, 
ist  like  a  stock  exchange.  Since  it  is  an  open  auction, 
tiere  is  no  preferential  rate  for  favored  customers.  And 
ou  know  exactly  what  you  pay  for  a  given  position;  it 
;n't  buried  in  an  overall  price  such  as  a  bank  would 
,uote  you. 

[)ne  small  commission  covers  both  purchase  and  sub- 
lequent  sale  (or  vice  versa).  On  large  orders,  the  com- 


mission is  negotiable.  You  also  put  up  completely  refund- 
able earnest  money  (margin) — approximately  1%  to  10% 
of  the  value  of  your  contract  (this  may  be  in  the  form  of 
T-Bills,  which  continue  to  earn  you  interest,  or  letters 
of  credit). 

The  fact  that  every  trade  is  backed  up  by  earnest  money  is 
your  assurance  that  your  contract  will  be  fulfilled.  The 
IMM  is  a  cash — not  a  credit — market.  Every  day,  after 
closing,  the  clearing  house  member  which  handled  your 
transaction  must  settle  up  with  its  opposite  number  for 
any  change  in  value  of  your  position.  (There  has  never 
been  a  default  on  the  IMM.) 
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A  check  of  IMM  bids  and  offers  is  only  a  phone  call  away. 

The  International  Monetary  Market  is  a  public  market — 
the  largest  of  its  kind  in  the  world.  Speculators  are  actively 
encouraged  to  participate,  which  helps  to  assure  a  liquid 
market  and  a  reduced  cost  of  hedging.  A  transaction  can 
be  made  in  minutes  any  business  day  from  8:45  AM  to 
1:10  PM,  Chicago  time. 

For  additional  information  and  a  free  copy  of  the  booklet, 
"Understanding  Futures  in  Foreign  Exch.inge",  send  us 
the  coupon.  Or  call  toll-free  800-228-1976;  in  Nebraska 
call  collect  402-493-1776. 


■Mail-in  Coupon* 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetaiy  Market         Associate  Mercantile  Market 


Your  name 


Your  address 


Please  circle  those  commodities  you  re  interested  in.  Send  to  CME.  444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606.     Dept.    4006 


Live  cattle 
Feeder  cattle 
Live  hogs 
Frozen  porV  Ijellies 


Frozen  skinned  hams 
Boneless  beef 
Copper 
Gold 


(IS.  silver  coins 
United  States  treasury  bills 
Deutsche  marks 
Japjanese  yen 


Canadian  dollars 
British  pounds 
Swiss  francs 
Mexican  pesos 


Lumber 

Russet  Burbank  potatoes 

Fresh  eggs 

Nest  run  eggs 


Frozen  eggs 

Mik3 

Butter 
Turkeys 


A  Federally  Licensed  Contract  AAarket 


Money  And  Investments 


The  Funds 


Latest  Threat  To  Mutual  Funds: 

< 

Foreign  Imports? 


In  the  Sixties  when  fundster  Ber- 
nard Comfeld  looked  at  Europe  and 
found  it  ripe  for  picking,  he  must  have 
looked  at  the  Dutch  fund  Robeco  and 
seen  just  what  he  didn't  want  to  be. 
The  Dutch  are  a  staid,  sensible  peo- 
ple not  given  to  wild  ideas,  and  Rot- 
terdam-based Robeco  is  a  staid,  sensi- 
ble fund  that  keeps  its  profile— and 
its  costs— low  and  concentrates  studi- 
ously on  its  stock  charts.  Spectacular 
performance?  No.  Long-term  protec- 
tion of  capital?  Definitely  yes. 

Comfeld,  who  wasn't  much  inter- 
ested in  actually  investing,  made  his 
fortune  by  proving  again  that  you  can 
fool  most  of  the  people  most  of  the 
time.  Robeco  doesn't  bother  with 
salesmen— and  doesn't  spend  much 
time  convincing  anyone  of  anything. 

Bemie  Comfeld  has  come  and 
gone,  and  47-year-old  Robeco  is  the 
biggest  fund  in  Europe,  with  total  as- 
sets of  nearly  $3  billion,  including  its 
bond  fund  Roento  and  its  growth  fund 
Rolinco.  Now  Robeco  is  making  plans 
for  the  one  thing  Comfeld  could  nev- 
er manage:  to  jump  the  regulatory 
hurdles  into  that  greenest  of  pastures, 
the  U.S.  fund  market.  And  still  no 
salesmen.  President  Ewold  Brouwer 
promises. 

Robeco,  short  for  Rotterdamsch 
Beleggings  (Investment)  Consortium, 
is  one  of  five  foreign  funds— three  Jap- 
anese and  one  German— asking  the 
Securities  &  Exchange  Commission  for 
permission  to  sell  stock  in  the  U.S. 
Listed  on  18  stock  exchanges  world- 
wide, Robeco  has  stockholders  across 
Western  Europe.  But  moving  to  the 
U.S.  won't  be  easy,  mostly  because 
of  the  way  Dutch  funds  do  business. 

"We  are  a  unique  land  of  animal," 
says  the  mild-mannered  Brouwer. 
Robeco  shares,  sold  by  banks  and 
brokers,  are  traded  on  the  exchanges 
like  closed-end  funds,  but  the  compa- 
ny will  redeem  them  at  net  asset  val- 
ue like  open-ends,  with  new  shares  is- 
sued regularly  to  meet  demand.  The 
share  price  is  based  on  daily  calcula- 
tions of  net  asset  value.  "We  regulate 
the  price  on  the  exchange  by  being 
the  largest  buyer  and  seller  of  Robeco 
shares,"      Brouwer      explains.      "The 


Americans  call  this  manipulation." 

Another  Robeco  practice  the  SEC 
may  frown  on  is  forward  currency 
trading.  In  1974  Robeco  sold  short 
$500  million  and  made  $50  million 
profit  on  the  sale.  "This  is  not  specu- 
lation, but  hedging  our  risk,"  the  pres- 
ident insists— just  a  staid,  sensible  fund 
protecting  itself  against  a  falling  cur- 
rency. Of  course  the  fund  might  have 
gambled  and  /osf- that's  what  worries 
the  SEC. 

Born  From  Misfortune 

Robeco  started  up  in  1929  on  just 
such  an  unlucky  gamble.  A  group  of 
well-to-do  Rotterdam  burghers  pooled 
their  money  in  an  investment  club  to 
take  advantage  of  the  dip  in  Wall 
Street  prices.  They  didn't  bargain  for 
the  dip  turning  into  a  crash.  But  they 
incorporated  in  1933  and  rode  out  the 
Depression  together.  Today  about  60% 
of  the  shareholders  are  Dutch,  the  rest 
mostly  Belgian,  German,  French,  Swiss 
and  British.  Robeco  still  considers  it- 
self a  club  and  does  not  advertise  ex- 
cept to  announce  financial  results.  So 
how  does  it  attract  new  investors? 
"They  come,"  Brouwer  replies  com- 
placently. As  proof,  the  fund  has  nev- 
er been  in  a  net  repurchase  position, 
as  virtually  all  U.S.  funds  now  are. 

"Here  in  Holland  nearly  everyone 
who  has  some  money  has  shares  in 
Robeco,"  Brouwer  says,  but  will  not 
say  how  many  shareholders  there  are. 
Because  the  shares  are  "bearer"  shares, 
he  insists,  the  fund  does  not  know 
who  its  stockholders  are— another  point 
the  U.S.  authorities  might  gag  at. 

Robeco  began  talking  to  the  SEC 
in  1972,  but  until  last  year  foreign 
funds  were  pointedly  unwelcome. 
Now,  partly  because  of  prodding  by 
the  Organization  for  Economic  Co- 
operation &  Development,  things  are 
loosening  up  and  the  funds  are  pre- 
paring their  cases.  The  SEC  says  it 
will  require  a  voluminous  report  from 
each  on  how  the  foreign  government 
controls  the  fund.  Robeco's  report 
should  be  quite  slim  since  the  Dutch 
government  doesn't  regulate  it  at  all. 
"We  are  proud  of  the  fact  that  there- 


are  no  regulations,"  says  Brouwer. 
"You  get  laws  when  something  has 
gone  wrong."  Taxes?  Dutch  invest- 
ment companies  don't  pay  any.  "We 
are  very  advantaged  here." 

If  it  ever  gets  into  the  U.S.,  Robeco 
has  a  lot  to  ofl[er.  Its  portfoUo  is  now 
39%  American;  it  has  34%  of  its  in- 
vestment in  Europe  and  13%  in  Ja- 
pan. This  kind  of  diversification  can 
lend  an  element  of  stability,  since  oth- 
er stock  markets  don't  always  rise  and 
fall  with  Wall  Street.  The  handful  of 
U.S.  funds  investing  abroad  are  mi- 
nuscule by  comparison,  and  all  but 
one  have  load  charges.  At  Robeco,  to- 
tal management  costs  are  26  cents  on 
$100,  compared  with  an  average  of 
$1.13  for  U.S.  funds.  Because  there 
are  no  salesmen,  there  is  no  "load." 

For  the  $6  million  or  so  they  pay 
in  annual  management  fees,  Robeco 
stockholders  get  a  lot  of  supervision. 
The  investment  staflF  selects  attractive 
industries  and  companies  out  of  a  li- 
braiy  file  of  3,000  stocks.  Three  ana- 
lysts cover  all  the  companies  in  the 
U.S.  and  everyone  makes  charts:  Com- 
pany performance,  currencies,  world 
stock  exchanges,  commodities,  con- 
sumer price  indices,  as  well  as  the 
more  arcane  varieties,  paper  the  walls. 
Sixty-three-year-old  Brouwer,  who 
joined  Robeco  in  1948  after  econom- 
ics and  law  school  and  a  stint  in  \\v 
family  confectionary  business,  leavi  s 
the  charting  to  others.  "I  look  at  th( 
basic  things.  In  the  U.S.  and  Japan 
people  are  working  hard  and  there  is 
free  enterprise."  To  Brouwer,  it  seeni^, 
character  is  more  important  than 
numbers. 

Thus  he  expects  that  many  Amcri 
cans   will  want   to   buy   his   shares    il 
permitted   by   law.    It's   not    that    his 
numbers    are    spectacular;    they    arc 
not.  Since  the  Forties,  the  compound 
ed     animal     growth     rate     has     l)c< 
about    6%   in    dollar    term.s— that's    in 
eluding  the  gain  from  the  guilder's  ;i| 
prcciation  against  the  dollar.  But  the  .. 
you  must  admit  that  Robeco  has  chiH 
acter— experience,  judgment  and  pru 
dence— and,  as  Brouwer  might  say,  fc 
tiue     investors,     character    onght     i 
count  for  moie  than  sheer  numbers.  • 
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[here's  a  'Tour-on-the-Floor" 

in  your  future. 

Those  who  think  the  oil  shortage  ines  the  hard  truths  about  our  need  for  No  wonder  Forbes  was  the  only  lead- 
sis  is  over  had  better  think  some  more,  extraordinary  energy  policies  — and  the  ing  business  or  news  magazine  up  in  ad- 

We  may  not  vet  have  reached  the  even  harder  consequences  if  we  don't  get  vertising  pages  in  1975. 

nt  where  the  '  Four-on-the-Floor"  in  them  soon.  Whicn  means  that  our  gains  for  the 

"  garage  is  equestrian,  rather  than  a             That's  the  kind  of  informed,  "must  first  six  months  of  1&76  were  gains  over 

peed,  stick-shift  transmission  job.  But  reading"  that  has  put  Forbes  decisively  gains— not  simply  recovery  figures, 

could  be  a  lot  closer  to  the  need  for  ahead  in  the  measured  reading  prefer-  And  we're  up  156  pages  in  the  first 

it  old-fashioned  kind  of  horsepower  encesof  America's  top  management.  half  of  1976.  That's  an  unprecedented 

in  many  of  us  care  to  realize.  Tnere  is             The  proof?  Erdos  and  Morgan,  re-  21%   over  the  same  period  in  record- 

ly  a  10-year  supply  of  oil  left  in  the  search  firm,  made  a  reconfirming  study  breaking  1975. 

>A.  according  to  the  Federal  Energy  of  corporate  oflicer  reading  preferences  Last  year,  as  this  year,  in  the  race 

ministration.  among  1300  of  America's  largest  compa-  for  first  place  in  our  field,  it's  been  —  if  we 

What  could  happen  if  there  are  no  nies.  The  results  showed  Forbes  to  be  may  be  permitted  to  say  so— one  bold 

imatic  changes  on  the  domestic  scene  read  by  more  top  management  execu-  Forbes  victory  after  another. 

>r  in  our  financial  and  political  ability  tives  than  any  of  the  other  major  busi-  Isn't  it  time  your  advertising  joined 

mport  oil  unrestrictedly?  ness  or  news  magazines.  Here  are  the  the  winner's  circle? 

One  leading  energy  spokesman  pre-  percentages,  based  on  magazines  read 

ts  the  economic  turmoil  which  could  regularly:  FORBES:  CAPITALIST  TOOL 
lult  from  such  ftiel -conservation  mea- 

-es  as:  "the  elimination  of  non-essen-  Forbes 78.7% 

1  driving.  ..the  curtailment  of  airplane  Business  Week 64.0% 

vel . . .  gasoline  stations  shutting  down  Fortune 46.67c 

the  thousands . . ."  All  this  and  more  is  Time 45.5% 

)vocatively  covered  in  a  recent  Forbes  Newsweek 32.3% 

tide:  "The  Invisible  Crisis."  It  exam-  U.S.  News  &  World  Report 28.27, 
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Commodities 


Henny  Penny,  Go  Home! 


By  Stanley  W.  Angrist 


MW  uring  most  of  June  and  on  into 
mid-July  commodity  bulls  throughout 
the  land  could  hardly  contain  their 
glee  as  they  considered  the  major 
drought  hitting  Europe  and  the  like- 
lihood of  a  hot,  dry  July  and  August 
in  the  grain-growing  region  of  the 
U.S.  A  drought  here  on  top  of  the 
one  in  Europe  would  send  commod- 
ity prices  through  the  roof.  And  in- 
deed they  started  to  head  that  way. 

The  bulls  felt  they  had  history  on 
their  side.  There  is  considerable  evi- 
dence that  the  U.S.  experiences  a  ma- 
jor drought  every  20  to  22  years;  since 
1955  was  the  last  major  drought,  it 
was  widely  feared  that  1976  would 
turn  out  to  be  very  dry  indeed.  The 
20-to-22-year  cycle  has  been  observed 
on  eight  occasions.  So  how  are  the 
crops  doing  both  here  and  abroad? 

In  Europe,  not  as  bad  as  first 
feared  but  not  good.  In  some  regions 
the  worst  drought  in  several  cen- 
turies sharply  reduced  the  expected 
crop.  It  is  not  inconceivable  that 
Western  European-  grain  imports 
could  climb  to  30  million  tons,  10  mil- 
lion tons  more  than  last  year. 

By  contrast,  the  Soviet  Union 
and  China  are  both  reporting  better 
moisture  conditions  this  summer.  The 
U.S.  Department  of  Agriculture  was 
so  impressed  that  it  estimated  the  to- 
tal Soviet  grain  crop  at  195  million 
tons— 55  million  tons  more  than  last 
year,  although  still  10  million  tons 
short  of  the  official  target.  By  mid- 
summer there  was  no  sign  of  the  mas- 
sive Soviet  grain  buying  of  last  year 
other  than  a  large  soybean  purchase. 
Add  it  all  up— poor  crops  in  Europe, 
pretty  good  ones  in  Russia  and  China 
—and  early  season  conditions  point  to 


Stanley  W.  Angrist  is  a  professor  at  Carnegie-Mellon 
University  and  has  written  many  books,  including  one 
on  commodities. 
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a  1976-77  world  grain  harvest  8%  over 
the  previous  year. 

And  how  about  the  U.S.?  The  lat- 
est data  available  is  from  the  USD  A 
report  released  Aug.  12,  but  crops  are 
far  enough  along  to  get  an  idea  what 
the  harvest  will  actually  look  like. 

Corn 

Any  way  you  shuck  it,  corn  is  like- 
ly to  produce  a  bin-busting  harvest. 
It  appears  to  have  weathered  the 
critical  silking  period  in  the  last  two 
weeks  of  July  very  well  indeed.  The 
crop  report  says  we  should  haul  in 
a  record  crop  of  6.19  billion  bushels 
based  on  a  national  average  yield 
of  85.7  bushels  per  acre.  If  we  do 
harvest  that  crop,  it  will  be  7%  big- 
ger than  last  year's.  Keep  in  mind  that 
we  will  start  this  crop  year  on  Oct. 
1  with  an  unusually  low  300  million 
bushels  or  so,  and  that  domestic  dis- 
appearance (consumption)  will  prob- 
ably increase  somewhat  as  will  ex- 
ports (primarily  because  of  the  Euro- 
pean situation).  These  two  factors  lead 
me  to  believe  it  will  not  be  all  that 
difficult  to  find  a  home  for  this  record 
crop  at  near  current  prices. 

Wheat  And  Soybeans 

Winter  wheat  (the  major  part  of 
the  crop)  was  thought  to  be  hurt 
badly  by  the  lack  of  snow  cover  and 
rain  during  its  dormant  period.  This 
gave  wheat  a  head  start  on  the  price 
run-ups.  Late  spring  rains  caused  the 
winter  wheat  crop  to  come  in  only  7% 
smaller  than  last  year's.  Durum  and 
other  spring  wheat  production  will  in- 
crease only  15%  even  though  farmers 
planted  26%  more  acreage.  Once  again 
that  drought  in  the  upper  Midwest 
has  taken  its  toll  on  the  spring  crop. 
The  total  wheat  crop  will  be  down 
only  about  2%  over  last  year's.  After 
two  years  of  record  harvest,  increased 
exports  will  still  be  needed  to  help 
prevent  a  huge  increase  in  carryover 
and  continued  sagging  prices.  Thus 
what  started  out  as  a  bull  year  for 
the  price  of  wheat  in  the  spring  has 


been  steadily  getting  up  and  walk- 
ing on  its  hind  legs.  And  you  can't 
make  a  bull  market  out  of  a  situa- 
tion like  that. 

Soybeans  are  perhaps  the  most 
puzzling  of  our  important  crops  to 
analyze.  The  crop  will  be  smaller  than 
last  year's  by  a  full  12%  because  farm- 
ers didn't  like  the  looks  of  the  $4.80- 
per-bushel  price  beans  were  fetching 
at  planting  time  and  they  switched  to 
corn  and  cotton.  But  later  in  the 
spring  beans  sprang  to  life  based  on 
European  demand  for  meal  to  feed 
livestock.  In  just  about  two  months 
beans  rose  more  than  $2  a  bushel.  In 
early  July  Russia  decided  to  buy  70 
million  bushels  of  beans,  much  of  it 
from  the  U.S.  As  prices  have  risen, 
livestock  feeders  have  tried  to  curb 
their  use  of  soybean  meal.  These  con- 
flicting forces  have  made  soybean 
prices  as  nervous  as  a  minister  sneak- 
ing in  to  watch  a  skin  flick.  Fall  bean 
prices  are  too  tough  to  call. 

Cotton 

Is  the  bull  market  in  cotton  over? 
The  numbers  argue  against  it.  The 
December  contract  idled  around  57 
cents  per  pound  last  spring,  briefly 
touched  90  cents  at  the  end  of  July, 
and  then  did  a  nose  dive  to  72  cents 
in  recent  weeks.  But  the  harvest,  ac- 
cording to  the  USDA,  is  expected  to 
be  below  10.7  million  bales,  with  do- 
mestic consumption  and  exports 
placed  at  around  11.8  million  bales, 
which  would  leave  a  carryover  on 
A«ig.  1,  1977  of  less  than  3  million 
bales.  The  bulls  .say,  "Look  at  the  us 
age  numbers,"  while  the  bears  argue 
that  synthetics,  so  much  cheaper  than 
cotton,  will  take  over  the  market 
Though  the  crop  is  coming  along 
nicely,  I  say  the  bulls  are  not  quite  fin- 
ished yet  and  I  will  stick  with  them. 

To  sum  up,  it  looks  like  agricultural 
commodities  won't  be  the  force  that 
will  touch  off  another  round  of  infla- 
tionary price  increases  this  year.  Hen- 
ny Penny  might  as  well  go  home.  The 
sky  probably  isn't  going  to  fall.  Not 
this  year,  anyway.  ■ 
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This  is  Marley's  world. 
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created  an  unprecedented 
demand  for  petroleum  products 
, .  ."Where  the  need  for  additional 
petroleum  refining  capacity  has 
become  urgent . . .  and  where 
expansion  must  be  based  on 
our  future  needs  as  well. 
This  is  Marley's  worJd. 

The  Marley®  Company  and  its 

operating  companies  provide 
many  products  and  services  for 
the  petroleum  refining  industry. 
The  Mdriey  Cooling  Tower 
Comparty  provides  cooling  towers 
to  cool  the  water  that  cools 
vital  processes  within  refineries, 
SQlhe  water  can  be  recirculated 
to  c^ol  again.  Engineers  and 
Fabricators,  Co.  (EFCO),  shell 
and  tube  heat  exchangers  cool 
process  liquids  that  have 
extremely  hf^h  tenrperalure  and 
pressure.  Marfab  air-coQled"1t5&f 
exchangers  cool  ether  plant 
processes  and  can.  t^e  over 
whgh  water  supplies  are  limited. 
Chicago  fleater  Company,  Ijric., 
specializes  in  deaeration  of 
boiler  fpedwater.  Layne-Wes^m 
Company,  Inc.,  locates  new  J 
sources'of  water.  GenerfatpRer 
Company-supplies  watfer'ar^f 
waste  wat^r  treatment  equii^fbertt. 
tayne  &  Bowier,  the,  is  a      ■ 
leading  manufacturer  of  verticai 
turbine  pumps.  And  iWarley 
Ihternationai,  Inc.,  serves 
industry  throughbut  the  wqrid. 

But  these  are  only  4*few  of  the 
ways  Marley  is^llgrping  oilmen   ^ 
quench- tl^j3etft)}eum  thirst. 
And  with  Jfore  than  50  years' 
experie^g^  behind  them,  y^u 
c;ount  ocs:  Marley  to  me  ' 
chall«Rges  of  the  next  50 
Because,  ^s  our^need  for 
petroleum  becomes  more  vit 
so  do  the -services  of 
The  Mariey  Company. 
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The  Martey  Company,  Corporate  Headquarters. 

5S00  Foxridge  Drive,  P.O.  Box  2912,  Mission.  Kansas  662Q1  (813)  362- 
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^  4flaybe  you  didn't 

know  that  Ashland 

is  a  major  producer 

of  solid  energy. 


But  you  should, 


(In  Dollars)  Earnings  Per  Common  Share 
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Ashland,  of  course,  is  the  nation's 
largest  independent  refiner  of  gasoline. 

But  we  didn't  get  to  be  a  $4  billion 
company  on  petroleum  alone.  We  got 
there  because  management  saw  other 
constructive  opportunities  for  growth. 
Like  chemicals,  road  paving  and  coal. 
Opportunities  that  have  helped  us 
increase  earnings  per  share  from  $1 .44 
in  1971  to  $4.42  in  1975. 

As  far  as  coal  is  concerned,  an  affiliated 
Ashland  company  has  become  the 
nation's  seventh  largest  producer  in  only 
six  years.  With  seven  mines  now  in 
operation,  our  1975  coal  production  rose 
15%  to  more  than  13  million  tons — 
almost  all  of  which  was  sold  to  public 
utilities  for  the  generation  of  electrical 
power. 

The  fact  is,  refining  and  marketing 
petroleum  products  will  always  be 
Ashland's  specialty.  But  directing  our 
talents  where  the  money  is  will  always 
be  Ashland's  business,  ^^mm^^ 

Ashland, 


Ashland  Oil,  Inc.,  Ashland,  Kentucky 


This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which  may  be  obtained  in  any 
State  from  such  of  the  undersigned  and  others  as  may  lawfully  offer  these  securities  in  such  State. 


New  Issue 


4,000,000  Shares 


SCOTT  PAPER  COMPANY 


Common  Shares 


Price  $19%  per  Share 


Smith  Barney,  Harris  Upham  &  Co. 

locoipoiated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith  Bache  Halsey  Stuart  Inc.  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Drexel  Burnham  &  Co.  Goldman,  Sachs  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated  Incorporated 


E.  F.  Hutton  &  Company  Inc. 


Kidder,  Peabody  &  Co. 

Incorporated 


Kuhn,  Loeb  &  Co. 


Lazard  Freres  &  Co. 


Lehman  Brothers 

Incorporated 


Loeb,  Rhoades  &  Co. 


Paine,  Webber,  Jackson  &  Curtis 

Incorporated 


Reynolds  Securities  Inc. 


Salomon  Brothers 


Wertheim  &  Co.,  Inc. 


July  30,  1976 


White,  Weld  &  Co. 

Incorporated 


Dean  Witter  &  Co. 

Incorporated 


Money  And  Investments 


The  Street  Walker 


Don't  Hold 
Your  Breath 

Give  or  take  a  couple  of  handsful  of 
points,  the  stock  market  has  sawed  its 
way  through  a  narrow  pattern  so  far 
this  year:  as  low  as  858  on  the  Dow, 
as  high  as  1012,  up,  down,  back  and 
forth.  How  long.  Oh  Lord? 

Opines  Robert  Farrell,  manager  of 
market  analysis  for  Merrill  Lynch,  the 
man  who  sets  the  tone  for  the  men 
and  women  who  give  advice  to  mil- 
lions of  investors: 

"I  don't  expect  any  decisive  move 
before  the  Election. 

"There  may  be  some  gain  by  Labor 
Day,  but  my  feeling  is  it  won't  hold." 

Farrell  feels  that  the  huge  surge  of 
cash  that  fueled  the  1975  bull  mar- 
ket ha,s  spent  its  force— not  perma- 
nently but  for  some  time  to  come.  He 
regards  it  as  significant  that  instead 
of  a  broad  runup,  the  market  has  been 
showing  rotating  leadership,  as  the 
same  chunk  of  cash  moves  from  one 
group  to  another. 

"We  started  off  with  the  papers, 
steels  and  chemicals  in  January  and 
February,"  he  says.  "Then  we  had  a 
big  run  on  energy  stocks,  and  then 
aerospace  stocks.  Now  we're  into  the 
interest-sensitive  stocks.  We've  had  a 
deterioration  in  the  smokestack  stocks 
—the  basic  industries." 

How  long  will  the  merry-go-round 
continue?  Until  more  cash  has  built 
up  on  the  sidelines,  Farrell  says. 
A  recent  Merrill  Lynch  survey  of  in- 
stitutions indicates  that  it  hasn't  yet; 
since  May  the  number  wath  10%  or  less 
cash  has  increased  from  68%  to  76%. 

Any  groups  left  that  haven't  got  the 
revolving  door  treatment?  "We  might," 
replies  Faijell,  "see  some  of  the  sav- 
ings &  lo^ns  or  maybe  the  building- 
sensitive  stocks  rally.  Beyond  that,  the 
only  other  groups  that  haven't  moved 
have  been  ones  like  drugs  and 
health  care." 

But  don't  rush  into  cash,  Farrell 
says:  "We  are  sort  of  in  the  process 
of  slowing  down  what  is  a  long-term 
bull  market.  .This  is  a  series  of  trading 
swings  that  I  think  will  be  very  dif- 
ficult to  call.  I  don't  think  it  will  be 
consequential  to  the  long-run  perspec- 
tive, but  very  important  to  the  guy 
who  is  investing  for  the  first  time  or 
trading  the  market." 


Not  Which  But  When 

In  this  issue  Forbes  explains  the 
fundamentals  behind  the  strength 
that  property  and  casualty  insurance 
stocks  have  shown  since  last  fall.  They 
are  up  nearly  40%  as  a  group,  nearly 
twice  as  much  as  the  Dow  Jones  in- 
dustrials. Among  the  more  spectacular 
gainers  are  Safeco  (up  75%)  and  St. 
Paul  Cos.  (up  54%). 

What  next?  Most  analysts  agree 
that  there  is  still  a  good  deal  of  life 
in  the  stocks.  (The  Mansfield  charts 
show  that  the  group  is  still  a  good 
25%  below  its  1972  highs.)  "We  see 
them  performing  well  for  the  rest  of 
the  year,"  says  Drexel  Bumham's 
Joseph  Dowling. 

But  which  insurance  stocks?  Sur- 
prisingly, most  analysts  agree  that  it 
doesn't  matter.  Smith,  Barney's  Don- 
ald Franz  Jr.  says:  "Stock  selectivity 
in  an  upcycle  is  often  not  critical.  The 
bad  stuff  goes  up  v/ith  the  good."  Joe 
Dowling  confirms:  "You  buy  the  in- 
dustry or  you  sell  the  industry." 
Dowling  recalls  a  dramatic  example 
of  how  the  insurance  stocks  move  to- 
gether: "Look  at  Farmers  Group- 
even  in  1974  their  earnings  came  in 
right  on  the  button.  But  when  casual- 
ty stocks  crashed.  Farmers  did,  too. 
It  dropped  50%." 

If  which  doesn't  matter,  when 
does:  None  of  the  analysts  takes  a 
^buy-and-hold  attitude  toward  these 
stocks.  They  see  them  now  simply  as 
a  cyclical  play.  "I'm  cautious  after 
1978,"  says  Merrill  Lynch  analyst 
David  Seifer.  "Still  profoundly  cycli- 
cal," says  White,  Weld's  Allerton  J. 
Cushman.  The  analysts  worry  that 
once  the  danger  is  passed  and  re- 
serves are  rebuilt,  the  companies  will 
get  share-of-market  conscious  again 
and  start  reaching  for  business.  Rates 
will  be  shaded,  risks  will  be  stretched 
and  earnings  will  suffer. 

What  the  analysts  are  saying  about 
these  stocks,  then,  is:  Romance  'em 
and  leave  'em;  but  don't  fall  in  love 
with  'em. 

By  the  by,  Ronald  Karp  of  Dean 
Witter  has  a  little  trick  of  his  own  for 
making  a  quick  turn  in  the  casualty 
stocks:  Buy  when  a  hurricane  is  com- 
ing or  a  flood  is  cresting.  Karp's  rea- 
soning: Few  disasters  are  harsh 
enough  to  really  clobber  the  industry, 
but  investors  get  frightened  all  the 
same.  Karp  cites  what  happened  with 
Hurricane   Belle.   The   day  before   it 


was  due  to  hit  New  York,  Aetna 
dipped  to  30Ja  and  rose  to  a  new 
high  of  33/8  after  the  big  wind  passed; 
INA  was  up  two  points  to  44/*; 
Travelers  went  from  34/4  to  37^4. 

Does  Anybody  Love  A  Loser? 

You  KNOW  that  old  bit  of  wisdom: 
Buy  stocks  when  they're  cheap,  when 
no  one  wants  them.  The  Street 
Walker  decided  to  test  it  out  in  a 
small  way.  What  is  the  most  bombed- 
out  stock  group  currently,  we  asked? 
We  ruled  out  real  estate  investment 
trusts  and  hit  on  fertilizers.  The  four 
fertilizer  stocks  charted  by  Mansfield 
— Beker  Industries,  First  Mississippi 
Corp.,  International  Minerals  & 
Chemical  and  WiUiams  Cos.— cur- 
rently sell  only  a  smidgen  above  their 
1974  bear-market  bottom  lows.  The 
extreme  case,  Beker  Industries,  is 
down  from  30  to  10,  and  the  others 
have  been  badly  battered.  No  mys- 
tery about  lohy.  Fertilizer  prices  are 
depressed  and  earnings  are  declining. 

So,  the  bad  news  is  out.  The  stocks 
are  in  tatters.  Time  to  buy?  We  asked 
some  chemical  analysts. 

Maybe  it's  true  what  they  say 
about  analysts:  bearish  at  the  bottom, 
hesitant  on  the  way  up  and  bullish  at 
the  top.  A  typical  response:  "Fer- 
tilizers are  an  unappetizing  invest- 
ment; why  bother?" 

We  did  find  a  few  bold  souls,  how- 
ever, who  were  prepared  to  stick  their 
necks  out:  William  Roberts,  of  Min- 
neapolis' Piper,  Jaffray  &  Hopwood; 
Smith  Barney,  Harris  Upham  &  Co.'s 
Regis  Schultis;  Blyth  Eastman  Dillon's 
Aris  Christodoulou.  All  agreed  you 
couldn't  go  very  wrong  buying  In- 
ternational Minerals  &  Chemical  in 
the  low  30s,  yielding  almost  7%  on  a 
well-protected  dividend. 

Roberts  also  likes  Terra  Chemicals 
(10),  an  American  Stock  Exchange- 
listed  company.  Unlike  Williams  Cos. 
and  Beker,  Terra  doesn't  have  much 
debt.  It  also  has  the  advantage  of 
owning  its  own  retail  sales  outlets. 
Terra  earned  $3.25  a  share  last  year; 
this  year  probably  around  $2.  It 
yields  6%.  Despite  Williams'  debt, 
Christodoulou  likes  the  more  diversi- 
fied company  as  his  second  choice. 

If  you  like  bombed-out  groups  of 
stocks,  you've  got  to  love  the  ferti- 
lizers. But  for  the  most  part.  Wall 
Street  only  loves  stocks  that  are  go- 
ing up.   ■ 
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Two  Out-Of-Favor  Groups 


By  Richard  B.  Hoey 


I  he  stock  market  performance  of 
the  drug  stocks  relative  to  the  market 
appears  to  be  near  a  major  low.  The 
next  move  in  the  drugs  should  be  up. 

The  drug  stocks  have  suffered  in 
the  last  three  years  from  the  past 
binge  of  enthusiastic  buying  by  insti- 
tutions in  the  high  multiple,  one-deci- 
sion growth  stock  era.  In  1972-73  the 
fashionable  view  was  that  drug  stocks 
would  perform  well  under  almost  any 
economic  conditions.  But,  alas,  the 
prices  of  drug  stocks  were  just  too 
high,  with  price/ earnings  multiples 
between  30  and  35;  so  high,  in  fact, 
that  they  were  likely  to  drop  no  mat- 
ter what  happened  to  the  economy. 

The  fashionable  view  of  drug  stocks 
today  is  that  they  will  continue  to  be 
laggard  stocks  for  the  next  several 
years,  largely  because  government  in- 
volvement in  the  health  industry  will 
depress  drug  prices.  This  view  should 
prove  to  be  wrong  because  the  prices 
of  drug  stocks  already  discount  this 
problem  to  a  large  extent. 

More  Fluctuation 

There  are  three  parts  to  the  bullish 
case  on  drugs:  1)  industry  funda- 
mentals, 2)  price/ earnings  multiples 
vs.  those  of  other  stocks,  and  3)  an 
expected  shift  in  relative  earnings  per- 
formance over  the  next  two  years. 

Worldwide  drug  sales  have  com- 
pounded at  a  10%  to  11%  growth  rate 
over  the  past  decade,  with  most  com- 
panies achieving  an  even  faster 
growth  rate  in  earnings.  Because  of  a 
recent  change  in  accounting  rules  for 
reporting  foreign  profits,  the  quarter- 
ly pattern  of  earnings  will  fluctuate 
more  widely,  but  the  underlying  trend 
of  earnings  will  not  be  affected.  The 
earnings  growth  should  continue. 

Mr.  Hoey  is  a  vice  president  and  investment  strategist 
at  Bache  Halsey  Stuart 


As  I  said  above,  the  stock  market 
has  discounted  possible  government 
pressure  on  drug  prices.  Furthermore, 
the  growth  in  drug  demand  from  a 
national  health  bill  could  offset  any 
downward  pressure  on  drug  prices. 

Comparative  multiples  are  much 
more  reasonable  than  at  their  peaks, 
with  drug  stock  multiples  now  in  the 
15-to-20  range.  For  example,  Merck 
now  sells  at  175%  of  the  current  mul- 
tiple of  Standard  &  Poor's  400  stock 
average  on  estimated  1976  earnings, 
compared  with  a  peak  of  275%  dur- 
ing the  early  1970s.  Eli  Lilly's  rela- 
tive multiple  has  declined  from  a 
peak  of  300%  to  155%,  and  American 
Hospital  Supply  is  down  from  a  rela- 
tive multiple  peak  of  350%  to  175%. 

Drug  earnings  have  lagged  behind 
the  recovery  of  profits  in  the  economy 
over  the  last  year  because  large  earn- 
ings gains  have  been  reported  by  cy- 
clical industries  whose  earnings  pat- 
terns are  more  volatile.  However,  the 
profit  upsurge  in  these  cyclical  stocks 
should  begin  to  slow  down  by  late 
1977  and  1978.  Thus  the  steady  12% 
to  15%  earnings  gains  of  major  drug 
stocks  should  begin  to  outpace  other 
stock  groups  beginning  late  next  year. 
By  early  1977,  the  market  should  be- 
gin reflecting  this  shift  in  relative 
attractiveness. 

I  would  recommend  the  purchase 
of  the  leading  research-oriented  ethi- 
cal drug  companies  such  as  Merck 
(71,  estimated  earnings  1976  $3.45, 
1977  $4),  Eli  Lilly  (53,  $2.90, 
$3.30),  and  Upjohn  (44,  $2.75, 
$3.40).  I  would  also  purchase  Ameri- 
can Hospital  Supply  (34,  $1.75, 
$2.05).  The  estimated  earnings  gains 
for  1977  for  the  four  companies  are 
16%,  14%,  23%  and  17%,  respecHvely, 
levels  which  should  outpace  overall 
U.S.  corporate  profit  gains. 

Insurance  Capacity 

Another  industry  that  has  been  out 
of  favor  for  a  long  time  is  insurance. 
The  severity  of  the  inflation  -  and  re- 
cession in  the  last  several  years  meant 
that   the   usual   cyclical   problems   of 


the  financial  companies  persisted 
longer  this  time  than  in  the  past.  But 
these  problems  are  gradually  easing. 

I  am  buUish  on  the  stock  of  mul- 
tiline insurance  companies  and  fire  & 
casualty  companies  because  of  a  posi- 
tive, shift  in  most  of  the  factors  in- 
fluencing the  industry.  The  costs  of 
settling  claims  exploded  as  a  result  of 
the  1973-74  inflation  but  are  now 
slowing  as  the  inflation  rate  has  sub- 
sided. Another  good  sign:  Insurance 
rate  increases  are  beginning  to  catch 
up  with  settlement  costs.  State  regu- 
lators are  permitting  rate  increases. 
Companies  are  now  very  hesitant  to 
underbid  for  marginal  business. 

A  squeeze  on  net  worth  occurred 
as  the  result  of  underwriting  losses 
and  bad  stock  market  timing  in  the 
insurance  companies  investment  port- 
folios. This  squeeze  has  resulted  in  a 
capacity  shortage  in  the  insurance 
industry.  The  capacity  of  an  insurance 
company  is  its  financial  net  worth,  or 
policyholder  surplus;  capacity  short- 
age reflects  financial  losses  already  re- 
alized. As  a  result,  competitive  price- 
cutting  should  decline  and  rate  in- 
creases can  be  achieved.  Moreover, 
with  the  Dow  near  1000,  the  stronger 
companies  have  recouped  their  un- 
realized portfolio  losses  from  1974. 

Undervalued? 

Two  major  companies  look  good: 
Travelers  (37,  estimated  earnings  of 
$3.40  diluted  for  1976,  $5.70  for 
1977)  and  IN  A  (44,  $3.75,  $6.35). 
Both  sell  at  about  90%  of  their  prob- 
able book  value  for  the  end  of  1977, 
even  assuming  no  appreciation  in 
their  common  stock  portfolios.  Earn- 
ings gains  should  accelerate  sharply 
in  1977  as  U.S.  corporate  earnings 
gains  are  decelerating. 

Historically,  very  good  returns  have 
been  earned  by  investing  in  industries 
which  are  out  of  favor.  Even  after  the 
recent  jump  in  insurance  stocks,  qual- 
ity stocks  in  both  groups  are  under- 
valued on  the  basis  of  their  1977 
earnings  outl(X)k,  and  I  recommend 
their  purchase.   ■ 
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(Continued  from  page  6) 
New  Sweetener 

Ca\'ity-prone  sweets  lovers  may 
soon  be  able  to  chew  sugared  gum 
and  not  suffer.  Dental  researchers  in 
Finland  have  discovered  xylitol,  a  nat- 
ural sugar  found  in  plums,  raspberries 
and  strawberries.  Tested  against  gum 
containing  sucrose,  xylitol  gum  chew- 
ers  showed  90%  fewer  cavities,  and 
some  potential  cavity  areas  even 
cleared  up.  Impressed  by  the  results 
of  the  experiments,  the  U.S.  National 
Institutes  of  Health  have  decided  to 
carry  on  an  extensive  three-year  clini- 
cal trial  of  the  sugar,  which  so  far 
also  tests  out  as  safe  for  diabetics 
because  it  does  not  require  insulin  in 
its  metabolism. 

Metamorphosis 

A  new  technique  making  it  un- 
necessary to  refrigerate  milk  during 
the  storing  and  marketing  stages  has 
been  devised  by  researchers  at  North 
Carolina  State  University.  Currently, 
fresh  milk  is  pasteurized— that  is, 
brought  to  a  high  temperature  for  a 
short  time  so  that  most  bacteria  are 
killed.  Why  not  kill  them  all?  Be- 
cause totally  sterilized  milk  does  not 
taste  good.  Sterilized  milk  has  been 
sold  since  the  early  1950s  in  Europe, 
particularly  in  Switzerland,  but  has 
neither  caught  on  in  the  U.S.  nor 
eliminated  pasteurized  milk  in  Europe. 
The  trouble  is,  those  same  bacteria 
that  make  pastexirized  milk  taste 
"natural"  also  make  it  sour.  The  new 
process  adds  an  enzyme,  sulfhydryl 
oxidase,  that  was  first  found  in  raw 
milk  and  that  is  said  to  impart  the 
taste  of  pasteurized  milk  to  sterilized 
milk. 

Hindsight  With  A  Purpose 

Remember  the  boom  in  steel  prices 
back  in  1973  and  1974?  Steel  pro- 
ducers blamed  much  of  the  increase 
on  scrap  mqtal  suppliers  who  were 
selling  their  Junk  overseas  while  do- 
mestic demand  ran  high.  The  end  re- 
sult was  18  months  of  scrap  export 
controls.  Now  the  junkmen  are  re- 
plying that  it  was  all  a  myth.  The 
Institute  of  Scrap  Iron  &  Steel  claims 
its  members  processed  52  million  tons 
of  junk  cars,  appliances  and  whatnot 
in  1974  and, .  more  important,  had 
the  capacity  to  process  an  addi- 
tional 46  million  tons.  Then,  to  scotch 
forever  the  idea  of  junk  controls,  the 
$5.6-billion  industry  adds  that  it  now 
has  the  capacity  to  process  twice  as 
much  scrap  as  was  required  during 
the  peak  1973-74  period.  ■ 
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Why  do  50,000* 
subscribers  look  to 
TheValue  Line  Survey 
every  weel(? 

And  pay  $1  million  a  month  for  its 
stock  market  guidance? 


Serious  investors  want  good  reasons  for 
what  they  do  with  money.  So  it  nriay  be 
significant  that  today  more  investors  pay 
more  money,  total,  for  The  Value  Line 
Investment  Survey  than  for  any  other 
published  advisory  service.  Here's  one 
of  23  good  reasons: 

Good  Reason  No.  4 

A  Big  "Universe"  of  Stocks 

Value  Line  covers— systematically  and  in 
detail— more  than  1600  stocks,  which 
account  for  over  95%  of  all  dollar  trading 
volume  in  U.S.  equity  markets.  With  the 
Value  Line  Survey,  you  immediately 
have  up-to-date  objective  evaluations  of 
just  about  any  stock  that's  likely  to  come 
to  your  attention— from  your  broker  or 
friends  or  any  other  source.  It's  good  to 
double-check  investment  opinions. 

For  each  of  1600  stocks.  Value  Line 
presents  every  three  months  on  a  reg- 
ular schedule  a  new  full-page  report 
packed  with  vital  data,  including  23  se- 
ries of  key  operating/financial  statistics 
going  back  15  years  and  estimated  3 
to  5  years  ahead.  Then,  for  each  stock— 
every  single  week— \/a\ue  Line's  weekly 
Summary  of  Advices  updates  its  Price, 
Beta,  Performance  and  Safety  ranks, 
•  Appreciation  Potential,  P/E  Ratio,  'Vield, 
and  12-months  Estimated  Earnings  and 
Dividends  .  . .  plus  latest  reported  quar- 
terly earnings  and  dividends.  Whenever 
new  evidence  requires.  Value  Line  is- 
sues supplementary  reports  as  well— all 
completely  indexed  for  easy  reference. 
All  this  material  is  so  organized  that  filing 
it  in  your  binder  takes  only  one  minute  a 
week. 

Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  stocks  under 
review.  Thus,  whatever  Value  Line  rat- 
ings 'say"  about  any  given  stock  is  al- 
ways relative  to  1,600  others.  The  way  we 
cover  this  big   "universe"  gives  you  big 

*  Average  weekly  paid  circulation  in  the 
second  quarter  of  1976:  50,581 


advantages.  Find  out  for  yourself  (along 
with  other  Good  Reasons  #1  through 
#23). 

Plus  3  Special  Reasons: 

1)You  can  receive  the  complete  Value 
Line  Survey— everything  that  goes  to 
regular  subscribers— for  the  next  10 
weeks  for  only  $29  .  . .  nearly  50%  off 
the  regular  rate,  if  nobody  in  your 
household  has  subscribed  to  The 
Value  Line  Investment  Survey  in  the 
last  two  years. 

2)  You  also  receive,  as  a  bonus.  Value 
Line's  1900-page  Investors  Reference 
Service  (sold  separately  for  $45). 
bringing  you  our  latest  full-page  re- 
ports on  all  1600  stocks  .  .  .  and  85 
industry  analyses. 


3)  You  receive  the  64-page  booklet,  "In- 
vesting in  Common  Stocks,"  which 
contains  a  wealth  of  information  on 
security  analysis  and  portfolio  man- 
agement. 

Money  Back  Guarantee 

You  take  no  risk  in  accepting  this  special 
offer.  If  you  decide  you  don't  want  to  join 
the  other  50,000  subscribers  to  The 
Value  Line  Investment  Survey,  just  re- 
turn the  material  you  have  received  with- 
in 30  days  for  a  full  refund  of  your  sub- 
scription fee.  Since  you  have  nothing  to 
lose,  and  possibly  a  great  deal  to  gain, 
why  not  fill  in  and  mail  the  coupon  right 
now. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.  •  5  EAST  44th  ST.,  NEW  YORK.  NY.  1001 

D  Begin  my  special  10-week  Irial  to  The  Value  Line 
Survey  (limiled  once  to  any  household  every  tw/o  years) 
and  send  me  the  Investors  Reference  Service  and  the 
booklet  Investing  in  Common  Slochs  as  bonuses  My 
check  or  money  order  for  $29  is  enclosed  (Trial  subscrip- 
tions must  be  accompanied  by  payment  ) 
~,  I  prefer  one  year  (52  weeks)  of  Value  Line  plus  the 
bonus.  Investors  Reference  Service  and  the  booklet 
Investing  in  Common  Stocks  lor  $285  iThere  are  no 
restrictions  with  this  offer  ) 

D  Payment  enclosed  C  Bill  me  lor  $285 

GUARANTEE  If  dissatisfied  for  any  reason  I  may  return  the 
material  within  30  days  lor  a  full  refund  of  the  fee  I  have  paid 
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Zip 


(Tax-deductible  and  not  assignable  Foreign  rates    m 
on  request  NY  residents  add  applicable  sales  tax  )  # 


r.  ROWE  PRICE 

GROWTH  STOCK 

%^  FUND,  IMC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

MO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.   Rowe  Price  Growth  Slock  Fund,   Inc 

100  East  Pratt  Street,  Depl.  A6 

Boltiinore,  Md.  21202  Phone:   (301)  547-2136 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  V4  to  V2  higher. 

OVER  6,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-page  CatalogI 

EMPIRE  DIAMOND  CORP.,  Dopf.  46,  66th  fl. 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

Name 

j    Address Zip 


FREE  APPRAISAL  off 

SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  quantity  and  you  will  receive 
a  prompt  written  reply. 

(MIn.  quantity:  500  gal.  of  grain  or 
blends;  250  gaH  of  malL) 

RESALE  ACCRUED  EQUITIES  inc 

Broker  Dealers  Registered  witti  ttie  S.E.C. 

Write  F.D.S.  Schoenwald 

380  Lexington  Ave.,  N.Y.C.  10017 

(212)M01-3595 


Readers  Say 


(Continued  from  page  8) 

roads,  millions  of  man-hours  are  de- 
voted to  tracing  shipments  and  freight 
claims,  prorating  revenues  and  ex- 
penses, including  freight  car  per 
diem,  checking  and  rechecking,  often 
litigating  and  relitigating.  Tomorrow, 
with  only  a  handful  of  major  rail- 
roads, dramatic  savings  in  overhead 
would  also  be  attainable. 

— Jervis  Langdon  Jr. 

Former  Trustee  of  Penn  Central 

Elmira,  N.Y. 

Not  His  Fault 

Sir:  In  your  article  (July  1)  on  the 
House  Banking  Committee's  bank  re- 
form study  and  legislative  effort,  you 
wrote  as  if  the  staflF  director  of  the 
study.  Dr.  James  Pierce,  worked  to- 
gether with  another  former  employee 
of  the  Federal  Reserve  Board  who  is 
now  on  the  staff  of  another  House 
committee.  Your  story  emphasized 
that  those  two  were  a  team  out  to 
get  the  Fed.  I  am  confident  that  Dr. 
Pierce  was  not  working  elsewhere 
with  the  junior  staffer  with  whom  you 
bracketed  him.  The  failure  of  banking 
reform  in  this  Congress  occurred  de- 
spite Dr.  Pierce's  efforts  and  in  no 
way  because  of  them. 

—Prof.  Roy  A.  Schotlanu 

Georgetown  Univ.  Law  Center 

Washington,  D.C. 

They  Knocked  On  Our  Door 

Sir:  The  article  on  Bateman  Eich- 
ler.  Hill  Richards  {July  15)  states 
that  "BEHR  has  cannibalized  the 
competition  in  more  ways  than  one. 
It  hired  Merrill  Lynch's  West  Coast 
research  head.  ..."  Actually  Merrill 
Lynch  made  the  decision  to  close  its 
West  Coast  research  department  and 
gave  its  employees  the  option  of  mov- 
ing to  New  York  City  or  finding  oth- 
er jobs.  Fortunately,  these  talented 
people  knocked  on  BEHR's  door  and 
we're  pleased  to  have  them  join  our 
research  department. 

—Robert  C.  Hill 

President, 

Bateman  Eichler,  Hill  Richards 

Los  Angeles,  Calif. 

Amused  Sailors 

Sir:  Re  "The  Sporting  Boom"  (Aug. 

J).  Your  San  Francisco  readers  who 

are  small-boat  sailors  are  amused  that 

you  illustrated  a  sailboat  piece  with  a 

photo  of  Fisherman's  Wharf  lagoon. 

Nary  a  sailboat  in  view;  those  are  die- 

sel-powered  commercial  fishing  boats. 

—Donald  Taggart 

Public  Relations  Director, 

Port  of  San  Francisco 

San  Francisco,  Calif. 


Slip 


ffor 
Forbes 


Rugged  and  handsome  cases 
in  red  and  black  with  title  em- 
bossed in  gold.  Prices:  $4.95 
each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box 
Corp.,  Dept.  FB,  P.O.  Box  5120, 
Phila.,  Pa.  19141.  Please  allow 
3  to  4  weeks  for  delivery. 


phslps 
daduB 

164th   CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  ^oat6  of  Directors  of 
Phelps  Dodge  Corporafion  has 
declared  a  quarterly  dividend 
of  55(  per  share  on  Us  capital 
stock  payable  September  JO, 
1976  to  stockholders  of  record 
of  the  close  of  business  on 
Aijgust  20,  1976. 

ROGER  C.   SMITH, 
Vice  President-Finance 
and  Treasurer 

New  York,  N.  Y. 
July  28,  1976 
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Thanks  to  you, 

the  Eastern         Meadowlark, 
the  Rufous-sided  Towhee,  the  Red- 
breasted  Nuthatch,  the  Baltimore 
Oriole,  the  Cedar  Waxwing,  the  Belted 
Kingfisher,  the  Canadian  Warbler, 
and  hundreds  of  other  forest  birds  stiU 
have  their  homes.  Because  you've 
been  careful  with  fire,  the  number  of 
forest  fires  in  the  past  30  years 
has  been  cut  in  half. 

Thanks  again,  from  Smokey  Bear, 
your  State  Forester,  and  the  birds. 


A  Public  Service  of  This  Magazine  &  The  Advertising  Council    ^^zm  l^\ 
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AUTOMOBILES 


SAVE  $$$  ON  NEW  1977  CARS 

Your  Detroit  Connection  offers  new 
1977  luxury  (and  other)  cars  at  De- 
troit prices  to  save  you  hundreds 
of  dollars.  Full  factory  warranty. 
Free  airport  pickup  at  delivery. 
Send  model,  color,  trim  and  op- 
tions desired  for  firm  quotation  to: 
Bonded  Brokers,  2547-S  Monroe, 
Dearborn,  Mich.  48124. 


BOOKS  &  PERIODICALS 

CROSSING  CULTURAL 
BOUNDARIES? 

The  Bridge,  cross-cultural  affairs 
journal,  helps  you  cope.  Also  con- 
tains foreign  data  summaries,  re- 
lated literature  lists/mail-order 
service,  overseas  adaptation  re- 
source inventory,  book  reviews. 
Quarterly,  $10/yr.  Center  for  Re- 
search &  Education,  Drawer  F,  2010 
E.  17  Ave.,  Denver  CO.  80206. 

A   NEW  DICTIONARY 

For  your  secretaries  -  lists  35,000 
words  spelled  phonetically,  fol- 
lowed by  correct  spelling  and  a 
short  definition.  Used  by  ACF. 
Household  F..  Hewlett  Packard,  etc. 
Send  $5.47  ($4.95  +  520  postage; 
CA  4-  300)  to  Wm.  Thatcher  Elliott, 
publ.  2222  N.  Ross  St.,  Santa  Ana, 
CA  92706 

OIL  LEASES  AND  ROYALTIES 

ENERGY  REVIEW  is  the  publication 
that  informs  oil  investors  of  pro- 
ducing and  non-producing  oil  leases 
and  mineral  interests  that  can  be 
purchased.  Published  monthly,  each 
issue  covers  five  properties  giving 
all  purchase  information,  brief 
legal,  maps  showing  location  of 
each  property  and  average  depth  of 
producing  zones  within  two  miles 
of  each  property.  Subscription  $50 
1  yr.  Box  10838,  Dallas,  TX.  75207. 

LEARN  HOW  TO  PROFIT  FROM 
THE  NEW  STOCK  OPTIONS 

America's  best  selling  options  book 
THE  NEW  OPTIONS  MARKET  By 
Max  G.  Ansbacher,  gives  you  ex- 
plicit rules  of  strategy  for  maximiz- 
ing your  profits  from  options.  Ex- 
plains taxes,  hedges,  spreads,  buy- 
ing, covered  writing  and  naked 
selling.  Selected  by  the  Fortune 
Book  Club.  Send  $9.95  to  Walker 
Publg.,  720  5th  Ave.,   NYC  10019. 

THE  BAHAMAS  JOURNAL 
Buy  -  Sell  -  Exchange 

A  unique  publication  mailed  to  sub- 
scribers quarterly  since  1974.  Poli- 
tical and  economic  news  in  the 
Bahamas  affects  property  sales;  all 
are  reported  accurately  to  assist 
buyer  and  seller.  Subscription  rates: 
1  year-$10;  2  years-$18;  3  years- 
$24.  Add  $2  a  year  outside  USA, 
&  Canada.  Complimentary  issue 
upon  request.  Reply  to  The  Baha- 
mas Journal,  P.O.  Box  611685, 
North  Miami,  Florida  33161. 


BUSINESS  PRODUCTION  & 
SERVICES 

KNOW  YOUR  BUSINESS  CYCLES 

Manage  better  by  knowing  your 
cycles  send  up  to  20  years  of  in- 
dustry or  company  monthly  sales 
in  dollars,  units  or  weights.  Will  do 
computer  analysis,  plot  cyclical 
oscillations  and  summarize  timing 
and  magnitude  of  peaks  and  troughs 
for  forecasting.  Technique  used  in 
major  firms.  All  data  will  be  kept 
confidential.  Complete  analysis 
$200.  Send  to  Box  A102  FORBES, 
60  Fifth  Ave.,  NYC;  NY  10011. 


BUSINESS  OPPORTUNITIES 


IMMEDIATE  CASH 

Florida's  leading  jeweler  pays  high- 
est prices  ever  for  diamonds,  pre- 
cious jewels,  antiques.  Bank  refer- 
ences available.  Write  or  telephone, 
Mr.  Jordan,  Balogh  Jewelers,  447 
Arthur  Godfrey  Road,  Miami  Beach, 
Florida  33140  -  305-531-0087. 


EXCELLENT  CONSULTING  OPPTY. 

Serve  as  our  exclusive  business 
development  consultant  in  your 
community.  Assist  companies  in 
raising  capital.  Excellent  opportu- 
nity for  high  income  to  aggressive, 
qualified  professionals.  $37,500  re- 
quired; $30,000  can  be  financed. 
Write:  CSI  Capital,  Suite  275,  4340 
Stevens  Creek  Blvd.,  San  Jose  Cali- 
fornia 95129. 

FOR  SALE  OR  LEASE 

Minnesota's  only  full  service  Ken- 
nel, THE  ANIMAL  INN.  Boarding  - 
grooming  —  training  —  pet  ceme- 
tery makes  the  ANIMAL  INN  the 
finest  &  most  complete  dog  &  cat 
center  in  the  midwest.  On  17  beau- 
tiful country  acres  yet  close  to 
Minneapolis-St.  Paul.  Grossing  over 
$150,000  from  well  established 
business.  Reply  to  Box  226,  Lake 
Elmo,  Minn.  55042. 


ENCYCLOPEDIA-EXCLUSIVE 
DISTRIBUTION  RIGHTS 

First  time  available.  Three  major 
encyclopedia  sets.  Will  consider 
outright  sales  of  copyrights.  Write: 
C.  W.  Lockyer,  Pubco  Corporation, 
11200  Prospect  Hill  Road,  Glenn 
Dale,  Maryland  20769.  (301)  262- 
5400. 


GOT  A  PRODUCT? 
NEED  A  MARKET? 

Free!  "Quickest  Way  to  National 
Sales"  tells  low-cost,  shortcut  mod- 
ern direct  selling  method.  Outlines 
success  stories  you  can  duplicate. 
Write  on  letterhead  for  Free  Book- 
let. SPECIALTY  SALESMEN  MAGA- 
ZINE, Dept.  FM-916.  307  N.  Michi- 
gan  Ave.,   Chicago,   Illinois   60601. 

CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


BEEFALO 

AS  AN    INVESTMENT 

OUR  PROGRAM  WILL  AMAZE  YOU, 

GET  A  HEAD  START  ON  INFLATION. 

WRITE  FOR  A  BROCHURE. 

GENERAL  LIVESTOCK 

HOLDING  CORP. 
1361    PARK    STREET 
ALAMEDA,   CA   94501 


PETROLEUM  COMPANY 
APPRAISALS 

Individual  analyses  of  130  oil  and 
gas  companies,  issued  and  revised 
on  a  continuing  basis,  showing  ap- 
praised worth  values  of  oil  and  gas 
reserves,  refining  and  marketing 
facilities  and  other  tangible  assets. 
Each  report  also  includes  an  anal- 
ysis of  past  performance  and  future 
prospects.  For  more  information 
about  these  reports,  contact  John 
S.  Herold,  Inc.,  35  Mason  Street, 
Greenwich,  Connecticut  06830. 

NEW  ORLEANS  VENTURE 
CAPITAL  COMPANY 

Seeking  additional  sources.  If  in- 
terested in  New  Orleans  area  repre- 
sentation, contact  Van  K.  Edmon- 
son, Progressive  Funding  Co.,  7240 
Crowder  Blvd.,  Suite  203,  New 
Orleans,  Louisiana  70126.  (504) 
241-9253. 


CAPITAL  &  INVESTMENT 
OPPORTUNITIES 

OWN  A  RACE  HORSE 
AT  A  FRACTION  OF  THE  COST 

Partnership  interests  are  currently 
available  in  Yearlings  by  Forli, 
Vitriolic,  etc.  For  further  informa- 
tion contact  KERRY  FfTZPATRICK, 
South  Lake  Partnerships,  Box  824F 
Eatontown,  New  Jersey.  (201)  542- 
0505. 

INVESTORS  WANTED 

Developer  seeks  private  investors 
to  participate  in  ownership  of  strip 
shopping  centers  in  Fort  Pierce  - 
Vero  -  Stuart,  Florida.  Projects  have 
long  term  leases  with  AAA  tenants 
&  Mortgage  Financing.  Contact  P.C. 
Smith  &  Assoc.  P.O.  Box  4373,  Fort 
Pierce,  Florida  33450.  (305)  465- 
1440. 

CAPITAL  TO  INVEST 

WE  TURN  YOUR  ACCOUNTS 
RECEIVABLE  INTO 
IMMEDIATE  CASH 

ONE  OR  AS  MANY  AS  YOU  WANT 

•  No  financial  statements  required 

•  No  red  tape  •  Cash  in  24  hours  or 
less 

THOMAS  FUNDING  CORP 
40  E.  34th,  NYC   10016  (212)  679- 
4300;    6725    Sunset    Blvd.,    Holly- 
wood, Cal.  (213)  465-6666. 

COURSES/SEMINARS/ 
TRAINING  PROGRAMS 


NEW  STOCK  MARKET  COURSE! 

"How  To  Average  $1,000  A  Week 
(Or  More)  In  The  Stock  Market 
(Bear  or  Bull)."  Send  today  for  free, 
eye-opening  brochure!  Mariner  Fi- 
nancial Corporation,  925  L  Street, 
Suite  850B,  Sacramento,  California 
95814. 


MONEY  TO  L0AT4 


LOANS  TO  HEIRS 

on  trust  funds,  legacies,  estates, 
inheritances  and  remainder  inter- 
ests for  short  or  long  terms,  with- 
out amortization  payments,  if  de- 
sired. Guaranteed  renewal  feature. 
ESTATE  FUNDS.  INC.,  40  Court  St., 
Boston,  MA.  Tel:  (617)  227-3075. 


EXECUTIVE  RECRUITMENT 

WHEN  YOU  NEED  A 
KEY  EXECUTIVE  .  . . 
WHAT  CAN  YOU  DO? 

Promote  from  within.  Inquire 
among  business  contacts.  Call  an 
employment  agency.  Run  some  ads. 
All  these  courses  have  grave  short- 
comings. 

They  reach  small  fields  of  pros- 
pects; &  are  likely  to  miss  the  best 
candidates  .  .  .  good  people  who 
already  have  good  jobs,  who  may 
be  in  distant  cities,  who  don't  read 
help  wanted  ads  &  who  aren't  reg- 
istered with  employment  agencies. 

There  is  one  practical  way  to  locate 
an  Ideal  Executive  &  motivate  him 
or  her  to  accept  your  offer.  That  is 
through  the  services  of  an  Execu- 
tive Search  firm  able  to  do  the  job 
quickly,  efficiently,  inexpensively  & 
confidentially. 

Feel  free  to  call  ROBERT  MURPHY, 
President,  to  discuss  your  corporate 
requirements. 

ROBERT  MURPHY 

ASSOCIATES 

708  Third  Ave.,  NYC  10017 

(212)  661-0460 

Executive  Search  Consultants 


POSITIONS  WANTED 

MECHANICAL  ENGINEER/ 
CONTRACTOR 

Honest,  intelligent,  reliable,  hard- 
working, loyal,  healthy,  enthusias- 
tic, 20  yrs  exp,  HVAC,  Power  Plants, 
Labor,  Supervision,  Estimating,  Fi- 
nance, Planning,  BME,  RPI,  Will 
relocate.  Reply  Box  AlOO  FORBES. 
60  Fifth  Avenue,  N.Y.C.,  N.Y.  10011. 


PRESIDENT/CEO 

Entrepreneural  39  year  old  Group 
Vice  President  of  major  listed  com- 
pany, with  extraordinarily  success- 
ful record,  including  extensive  P&L 
responsibility  and  several  turn- 
around situations,  seeks  position 
leading  to  CEO.  Box  AlOl  FORBES, 
60  Fifth  Avenue,  N.Y.C.,  N.Y.  10011. 

V-P  FINANCE  .  . .  CONTROLLER 
Senior  Management  Executive 

Full  range  of  financial  skills.  Ex- 
perienced all  areas  of  managing  a 
business  to  improve  profitability. 
Major  accomplishments  by  finan- 
cial &  accounting  reorganizations. 
10  years  of  hands-on  international 
operations  and  money  management. 
Extensive  foreign  travel.  If  your 
company  is  looking  for  improve- 
ment in  these  areas,  I  can  help. 
Call  (412)  373-1127. 

PRODUCTION  FACILITIES 

EXPANSION  IS  FAST. 
LESS  EXPENSIVE  IN  MEXICO! 

Be  in  production  in  30  days  with 
minimum  risk  -  short  term  commit- 
ments -  no  capital  investments. 
Modern  facilities  -  trained  labor 
available  now.  Save  $6000-$12000 
per  employee/year.  Join  major  US 
firms  with  sales  of  $25  billion  pro- 
ducing complex  hardlines/softlines. 
Call  Dick  Campbell:  (602)  287-7492. 
Parque  Industrial  de  Nogales;  Box 
727A,  Nogales,  AZ  85621. 

EDUCATIONAL  SERVICES 

SUPERB  INVESTMENT!! 
YOUR  CHILD'S  EDUCATION 

Considering  private  secondary 
school?  Let  us  help  you  invest  wise- 
ly in  your  child's  future  by  select- 
ing schools  which  provide  quality 
education  and  stimulating  environ- 
ment. All  schools  are  researched 
thoroughly.  Call  or  write:  PRIVATE 
SCHOOL  GUIDANCE,  1471  Ridge 
Road,  No.  Haven,  Conn.  06473. 
Tel;  (203)  281-3746. 

REAL  ESTATE 

INDUSTRIAL  LAND 

Southern  Maryland  near  D.C.  An 
outstanding  living  environment  for 
relocating  executives  and  mana- 
gers. Sewer  and  water  service.  Zon- 
ing  accomplished.  No  labor  prob- 
lems. Other  usual  incentives.  For 
expansion  or  relocation  investiuata 
Calvert  County  Industrial  Park, 
Prince  Frederick,  MD  20678  Fred  i 
Goettel  (301)  535-1600. 

CORPORATE  HEADOUARTERS  SITE 

Approximately  150  acres  estats 
available  in  Westchester  County, 
New  York.  Only  45  minutes  from 
N.Y.C..  only  12  minutes  from  West- 
chester County  Airport.  Completo 
privacy  and  security.  Beautifully 
landscaped,  with  tremendous  views. 
Ideal  investment  for  quick  appro- 
ciation.  Call  owner,  Joseph  T.  Barta, 
914-428-4124. 
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-p-i  I    ,  on  the 

I  noughts . . .  Business  of  Life 


Work  is  a  great  blessing; 
after  evil  came  into  the  world, 
it  was  given  as  an  antidote, 
not  as  a  punishment. 
Arthur  S.  Hardy 


Those  who  do  the  least  always 
seem  to  have  the  least  time. 
Arnold  Glasow 


Blessed  is  the  man  that  has 
found  his  work.  One  monster  there 
is  in  the  world,  the  idle  man. 
Thomas  Carlyle 


Professionalism  means 
consistency  of  quality. 
Frank  Tvger 


Good  order  is  the  foundation 
of  all  good  things. 
Edmund  Burke 


We  are  rational  creatures: 
Our  virtue  and  perfection  is  to  love 
reason,  or  rather  to  love  order. 
Nicolas  Malebranche 


There  can  be  no  economy 
where  there  is  no  efiBciency. 
Benjamin  Disraeli 


I  wasted  my  substance, 
I  know  I  did,  on  riotous  living, 
so  I  did,  but  there's  nothing 
on  record  to  show  I  did  more 
than  my  betters  have  done. 
RuDYARD  Kipling 


There  is  nothing  more  frightening 
than  a  bustling  ignorance. 
Goethe 


Life  is  made  up,  not  of 
great  sacrifices  or  duties,  but 
of  little  things,  in  which 
smiles  and  kindnesses  and  small 
obligations,  given  habitually, 
are  what  win  and  preserve 
the  heart  and  secure  comfort. 
Humphrey  Davy 


My  grandfather  .  .  .  used  to  say, 
"Don't  get  involved  with 
frivolities." 
Katharine  Hepburn 


In  great  matters  men  show 
themselves  as  they  wish  to  be  seen; 
in  small  matters,  as  they  are. 
Gamaliel  Bradford 


Whoever  you  are,  systematize.  If 
you  are  a  man  possessing  authority, 
deputize.  Business  is  not  busy-ness. 
It's  all  right  to  be  rationally 
busy;  it's  all  wrong  to  be  buzzy. 
Little  men  are  the  busiest, 
the  buzziest,  the  fussiest. 
The  fellow  who  "hasn't  time"  for 
anything  will  one  day  wake  up 
and  find  that  other  people 
don't  "have  time"  for  him.  - 
B.C.  Forbes 


He  that  has  "a  spirit  of  detail" 

will  do  better  in  life 

than  many  who  figured  beyond  him 

in  the  university. 

Daniel  Webster 


A  stern  discipline  pervades 
all  nature,  which  is  a  little  cruel 
that  it  may  be  very  kind. 
Edmund  Spenser 


As  empty  vessels  make 

the  loudest  sound,  so  they  that 

have  the  least  wit 

are  the  greatest  babblers. 

Plato 


A  Text  .  . 


Sent  in  by  David  B.  Farrell.  St.  Paul, 
Minn.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Failure  is  harder  than  success: 
Who  works  harder,  the  man  who 
saunters  down  to  the  train 
ahead  of  time  or  the  one  who 
misses  it  by  15  seconds 
after  running  three  blocks? 
William  Feather 


Immortal  gods!  How  much  does 
one  man  excel  another! 
What  a  difference  there  is 
between  a  wise  man  and  a  fool. 
Terence 


To  give  great  attention  to 
details  is  one  mark  of  the  genius- 
to  putter  with  trifles  is  not. 
Charles  B.  Rogers 


Think  naught  a  trifle, 
though  it  small  appear; 
Small  sands  the  mountain, 
moments  make  the  year, 
and  trifles  life. 
Edward  Young 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


i 


Apply  thine  heart  unto  instruction, 
and  thine  ears  to  the  words  of 
knowledge. 
Proverbs  23: 12 
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The  Hopewell,  New  Jersey  John  Hart  Farmstead  has  been  making  histor>-  since  1742. 


Once  a  masterpiece,  always  a  masterpiece. 
The  Rolls-Royce  Silver  Shadow. 


The  Rolls-Royce  Silver  Shadow  has 
been  making  history  since  1965. 

But  when  we  introduced  the  Silver 
Shadow  Long-WTieelbase  Sedan  in 
1969,  some  people  wondered  why 
it  didn't  look  like  oiu"  Silver  Cloud 
of  1955. 

The  reasons  were  simple  enough, 
because  times  change  and  so  do  the 
restless  designers  of  Rolls-Royce. 

WTien  they  create  a  new  motor  car, 
it  is  never  their  intention  to  let  it 
stand  still,  year  after  year.  It  is 
always  their  intention  to  continue 
breathing  new  life  into  the  state  of 
the  RoUs-Royce  art. 

And  so  it  is  with  the  1976 
Rolls-Royce  Silver  Shadow. 

To  reflect  the  present,  the  steering 
wheel,  the  electric  gear  selector— 
everything,  in  truth,  that  moves— 
will  yield  to  yotu-  slightest  touch. 


A  network  of  Independent  braking 
and  suspension  systems  will 
un  wrinkle  the  rudest  of  roads. 
And  a  quadraphonic  tape  system 
will  surroimd  you  with  music. 

To  preserve  the  past,  the  radiator 
grille  is  made  by  hand. 

The  upholstery  is  fashioned  from 
English  hides. 

And  the  matching  veneers  are 
selected  from  Lombardian  walnut. 

Small  wonder  that  the  Silver  Shadow 
is  a  timeless  pleasure  to  drive.  And 
a  priceless  asset  to  own. 

Tbc  Priccicssi  jiLsiSict 

As  incredible  as  it  may  seem,  more 
than  half  the  Rolls-Royce  motor 


cars  ever  built  are  still  humming 
along  in  their  own  quiet  ways. 
And,  just  as  quietiy,  many  of  them 
are  wortli  more  today  than  they  were 
when  they  were  new. 

WTiich  is  another  way  of  saying  that 
g44,000*  for  a  1976  RoUs-Royce 
Silver  Shadow  Long-WTieelbase 
Sedan  is  a  high  price  for  a  car.  But 
not  for  a  masterpiece. 

£^£^      l^A^      £AAm. 

A  collection  of  new  Rolls-Royce 
masterpieces  is  waiting  at  your 
nearest  Authorized  Rolls-Royce 
Dealership.  For  the  address, 
simply  call  Rolls-Royce  Motors  Inc. 
at  201/265-8300. 

♦Suggested  U.S.  Retail  Price,  -July  1,  1976. 
The  names"Kolls-Koycc"and"SilvcrShud<)v\ 
uiid  the  Kolls-Koycc  mascot,  badge  and 
radiator  grille  are  all  Kolls-Koyce  trademarks 
©  Rolls-Rovce  Motors  Inc.  1976. 
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Schlitz  did  it.  And  so  did  Mack  Truck. 
And  St.  Regis.  And  Atlantic  Richfield.  And 
many  others  who  wanted  to  give  their  already 
excellent  sales  forces  an  added  boost  with  a 
company  tie. 

It's  a  great  ice  breaker  for  a  salesman  who 
wants  to  get  some  conversation  going.  And  it 
makes  a  persuasive  gift  to  a  distributor. 

A  company  tie  also  goes  over  well  in  the 
executive  suite.  And  many  a  president  has  been 
known  to  wear  one  all  the  time  as  a  subtle  sign 
of  company  pride. 

It's  not  just  that  Reis  of  New  Haven  will 
put  your  company  logo  on  it. 


Reis  has  been  making  the  finest  in  men's 
neckwear  for  25  years.  If  you  shop  for  your  ties  at 
Saks  Fifth  Avenue,  Brooks  Bros.,  Paul  Stuart, 
Dayton  Co.,  Woolf  Bros.,  Boshard  Sc  Doughty, 
Norton-Ditto,  and  Muses  you  may  even  be  wear- 
ing one  right  now. 

The  ties  come  in  a  lot  of  colors,  and  your 
logo  can  be  woven  in  single  or  multi-color  motif, 
with  quality  fabrics  throughout. 

Find  out  more.  Call  or  write  Pamela  Reis 
at  Reis  of  New  Haven,  York  Industrial  Center, 
West  Haven,  Connecticut  06516,  (203-932-2231) 
or  at  our  New  York  office.  Ten  Park  Avenue,  New 
York,  New  York  10016,(212-683-0678). 


k 


Jri 


oomr  any  index 


A«tna  Lifa  92.   122 

Amox  107 

Amerada  Hms 122 

ATAT 56 

Anteonda  107 

Arabian  American  Oil  C«  27 

Auitralian   Minee  63 

Avon  Prodi  62 

Bach*  Haltey  Stuart  48 

Bayer  AG  30 

Bear,   Stearns  48 

Bel-Tone  92 

Bethlehem  Steel  144 

Canadian  Superior  Oil  Ltd  79,  89 

Cannon  Mills  30 

Carter    Hawley    Hale    43 

Chrysler    34 

Cities  Service  122 

City  Investini  122 

Columbia  Gas  System  95 

Continental  Group  28,   122 

Control  Data  60 

Cray  Research  60 

Dana  Corp    34 

Dayton     Hudson     43 

Deere  II  Co  69. 

Denison    Mines  S3 

Dreyfus  Corp  130 

E.I.  du  Pont  139 

Durham  Life  130 

Eauco  Corp  46 

Eastman   Kodak  139 

El  Paso  Co  95 

Equitable  General  130 

Exxon  62,   144 

Faleonbridge    Nickel    Mines   79 

Federal  Nat'l  Mortgape  122 

Ford    Motor    34,  92,  122,  139 

Franklin    Lifo  130 

General  Electric  48 

General   Mills   62 

General    Motors   34,  92,  139 

Globe  Broadcastint  102 

Golden   West  Broadcasters  99 

Goldman,  Sachs  48,  54 

Government  Employees  Ins  139 

Great  Southern  122 

Gulf  &  Western  30 

Gulf  Oil  122 

Hesston   69 

Homestake  Mining  53 

INA    62,     122 

Independent  Life  t  Accident  ISO 

IBM   56,  60 

International  Minerals  4 

Chemical    144 

International  Paper  144 

ITT    122 

Kansas  City  Life 122,  130 

Kennecott  107,    144 

Kerr-McGee  53 

Koch  Oil  28 

Lehman  Bros  48 

Life   Insurance  InvMtors  128 

Eli    Lilly    30 

Lincoln  Nat'l  122 

Lonrho   Ltd  84 

Mclntyre   Mines  ._79 

Marsh  II  McLennan  .'.  62 

Marshall    Field  43 

Matsushita  92 

Midland- Rosa    21 

Monsanto    30 

NLT   Corp    130 

National   Iranian  Oil  Co  27 

National  Power  (Philippines)   120 

Nuclear  Assurance  Corp 54 

Panasonic  92 

Pancontinental    Mines    54 

Petromin  27 

Phelps  Dodge  107,  144 

Polaroid    92 

Potlatch    144 

Provident  Life  &  Accident  130 

Public  Service  Elee  &   Gas   (N.J.)  53 

Quant  Group  153 

RCA  60 

Reliance  Group 139 

Richmond    Corp   28 

Rio  Tinto  54 

Rollins    Burdick   Hunter  62 

Rorer-Amchem    30 

SCM  I.!"I!!jI2 

Salomon   Bros  48 

Sears,   Roebuck  46,    122 

Skyline  Corp  112 

Sonatrach  95 

Southern  Broadcasting  lOO 

Standard  Oil  (Ohio)  16,  95 

State  Farm  Insurance  Cos  151 

State  Mutual  Life isi 

Stauffer   Chemical   34,  ||6 

Superior  Oil  79,  89.  144 

Tampimex  28 

Tenneco  ....."...."!.".!!!!  95 

Texaco  "..."''.  89 

Texas  Eastern  """""I"'^Z  95 

Travelers  Insurance  122 

Tropicana  Motel  .......119 

Union    Camp  I44 

Union    Carbide  .,[  30 

United  Communities  110 

United  Nuclear '  53 

U.S.    Steel    144 

Universal    Product   Dollars  ..  IS3 

Utah    Int'l  48 

Vermeer  Mfg  Co  69 

Western   Platinum  84 

Weyerhaeuser    I44 

Xerox .!.!..]!!!..!!!"!  6o 


Forbes  contents 

September  15, 1976,  Volume  118,  Number  6 


Features 


Cover  Story 
33     Capital  Spending 

Add  some  confidence  and  it  could 
explode. 

27  Oil  Revisited 

How  long  can  we  kid  ourselves  that 
gasoline  is  cheap? 

28  Continental  Group 

"Every  once  in  a  while  you  have  to 
buy  a  bank." 

28     The  Railroads 

Federal  policy  offers  loans  if  un- 
needed  routes  are  dropped. 
30     The  Cannon  Mills  Caper 

Cannon's  management  is  happy,  but 
its  stockholders? 

30     Rorer 

When  the  stakes  get  too  high,  small- 
er can  be  better. 

43     Dayton  Hudson 

"If  we  had  coasted,  the  next  gener- 
ation would  have  had  to  sell  out." 

46     Easco 

The  steel  company  that— wisely— be- 
came a  tool  company. 

48     Utah  International 

Nervous  arbitrageurs  bet  on  the  pro- 
posed merger  with  GE. 

53     A  Uranium  Shortage? 

If  so,   it's  only   because   producers 
want  free  financing. 


56     AT&T  vs.  IBM? 

The  FCC  must  decide  whether  to  let 
the  two  compete. 
60     Control  Data 

"By  God,  you  can't  say  we're  afraid 
to  innovate." 

62^    Self-Insurance 

The   savings   are   all    too    often   an 
illusion. 

63     Grain  Farmers  Stuff  Their  Silos 

"The  farmer  can  hold  out  for  a  good 
long  while."  But  can  he? 

69  Hesston 

They   built  a  better  haystack— then 
someone  made  one  even  better. 

70  Overseas  Owners 

The    top    foreign    companies 
have  invested  in  the  U.S. 
79     Superior  Oil 

Hasty      diversification,      slow 
ploration. 

92     County  Fairs 

They've  become  a  big  business— far 
more  than  cotton  candy. 

95     Columbia  Gas 

Can  anything  bring  the  once  relia- 
ble growth  back? 

98     Radio 

A  license  to  print  money?  In  count- 
less cases  it  is. 

107     The  Numbers  Game 

If  Amax  expensed  interest  like  ev- 
eryone else  .  . . 


that 


ex- 


Faces  Behind  The  Figures 


110     John  Burton  112 

(New  York  City) 
110     Alexander  Guterma  112 

(Promoter  ExtraorcJinaire) 


Arthur  J.  Decio 

(Skyline  Corp.) 
Paul  H.  Elicker 

(SCM  Corp.) 


116     Mitzi  Stauffer  Briggs 

(Heiress) 


Money  And  Investments 

119 


128 


142 


The  Economy 

—The  Forbes  Index 

The  Funds 

New  hope  for  life  stocks? 

The  Dreyfus  switch. 

Statistical  Spotlight 

Fifty  major  companies  in  which 

banks  have  the  largest  position. 


The  Columnists 

120  BenWeberman 

122  L.O.  Hooper 

126  Heinz  Biel 

134  Thomas  P.  Murphy 

139  Martin  T.  Sosnoff 

140  Peter  Way 

144  Benjamin  Wrighi  Jr. 


Regular  Departments 


6     Side  Lines 

9     Trends  &  Tangents 


16     Readers  Say 

21     Fact  &  Comment 


25     Other  Comments 
156     Thoughts 


PHOTO  AND  ART  CREDITS:  Wide  World,  pp.  27,  34,  110  btm.;  Jim  Pickerell,  p. 
29  btm.;  Norman  Schumm,  p.  35  top;  N.Y.  Daily  News,  p.  35  ctr.;  N.V.  Times, 
p.  35  btm.,  UPI.  pp.  39,  92  ctr.  top,  99  top  and  btm.;  Sygma,  p.  40;  Dan 
McCoy/©Time,  p.  43;  Jerry  Frank,  pp.  48,  99  ctr.  rt.;  Bettmann,  pp.  35,  56  ctr.,  79 
ctr.,  98  ctr.,  and  rt;  Bob  Wendlinger,  p.  60;  Gary  Hilt,  p.  63;  Arnold  Zann/Black 
Star,  p.  66;  Loren  Jost,  p.  69  top;  L.A.  Times,  pp.  79  I.  and  rt.,  89;  Jim  Olive,  p. 
86;  Dennis  Stock/Magnum,  p.  92  top;  FPG,  p.  92  btm.  I.;  Michael  Manheim/ 
Photo  Researchers,  p.  92  btm.  rt.;  Fred  Comegys,  p.  95;  Culver,  p.  98  I.;  DeWys, 
p.  99  I.  ctr.;  Richard  Knapp,  p.  112  btm.;  Leonard  Igneizi,  p.  116.  Drawings  by 
Henry  Martin,  pp.  33,  53.  Charts  by  Pete  DiCeorge,  pp.  36,  84-85, 107. 

COVER:  Paul  Weller 

FORBES  is  published  twice  monthly  by  Forbes,  Inc.,  60  Fifth  Ave.,  New  York,  N.Y. 
10011.  Second-class  postage  paid  at  Post  Office,  New  York,  and  at  additional 
mailing  offices.  Subscriptions  $15  one  year  U.S.A.  Copyright  ®  1976  Forbes  Inc. 


J 


FORBES,    SEPTEMBER    15,    1976 


The  American  Employees. 


What  they  dcHA  know  can  hurt  them. 

Whether  they  operate  cranes  or  computers,  their  hvehhood  and  their  produc- 
tivity depend  upon  freedom  from  accidents.  American  Mutual  will  help  their 
employer  establish  safety  as  an  integral  element  of  company  management. 
We  can  help  the  employer  bring  his  workplace  up  to  established  safety 
standards.  We'll  train  production  managers  and  supervisors  in  a  time-tested 
program  we  call  "Production  Without  Accidents." 

.  Increased  productivity  better  quality  products,  less  breakage  or  spoilage, 
and,  of  course,  lower  insurance  costs— these  benefits  of  the  safe  workplace  are 
profit  prerequisites. 

When  it  comes  to  safety,  American  Mutual  has  nearly  90  years  of 
experience  in  turning  liabilities  into  assets.  Call  us— we  can  tell  you  more. 


J\merican 

Jf^^Utual  We  want  to  keep  you  safe,  and  sound. 


INSURANCE  COMPANIES, 
WAKEFIELD,  MASS.  01  880 


A  copier  built  with  more  horsepower 
than  most  people  need— 
and  priced  accordingly. 


The 

3M  copier 

compact. 


At  five  thousand  or  more  copies  a 

month,  this  3M  "VQC"  II  gives 

you  lots  more  copies  per  dollar. 


Check  it  out. 

You  may  be  paying  for  more  copier  than 
you  need. 

Get  a  compact.  Get  the  3M  "VQC"  II 
automatic  desk-top  copier.  It  gives  you 
more  copies  per  dollar-  and  twenty  clear, 
sharp  copies  a  minute.  That's  probably 
all  you'll  ever  need. 

The  3M  "VQC"  II.  See  it  demon- 
strated right  in  your  own  office,  and 
you'll  never  pour  money  into  a  dollar- 
guzzling  copier  again.  Call  your  local 
'      3M  Business  Products 
Center- it's  listed 
--'  in  the  Yellow  Pages. 


Don't  miss  "The  Puzzle  Children"  October  19  on  PBS. 
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Ukm  comPANY 


Mlio  look  the  high  co§t 
and  confusion  out  of 
corpomie  car  rentals? 


Budget! 


Budget  lives  up 
to  its  name  with 
a  rental  plan 
that's  lower  than 
Hertz  and  simpler  to 
figure.  It's  called  Corp- 
Rate;  a  daily  flat  rate  plus 
gas.  *  Hertz  usually  adds  a 
healthy  mileage  charge  to 
their  non-discountable  rate  or 
they  give  rebates  and  counter 
discounts  that  vary  from  com- 
pany to  company  on  their 
regular  rates.  Rarely  do  they 
add  up  to  the  savings  Budget 
delivers.  Based  on  rates  in 
Boston,  Seattle,  Dallas  and 
Los  Angeles,  for  instance,  the 
Budget  Corp-Rate  averaged 
40%  lower  than  the  Hertz 
non-discountable  rate  on  a     ^ 
one  day  70-mile  trip.  *  * 

BUDGET  HAS  YOUR 
CHOICE  OF 
CARS. 


With  Corp-Rate  you  have  a 
\  choice  of  compact  or  stan- 
^.  dard/intermediate  GM  and 

other  fine  cars. 

BUDGET  HAS  IN- 
AIRPORT  LOCATIONS. 

We  have  more  than  150  in- 
terminal  counters  throughout 


the 

U.S.  and 
Canada  and 
serve  virtually 
all  airports  in  both 
countries. 

BUDGET  HAS  A 
COMPUTERIZED 
RESERVATION  CENTER. 

Calling  800-228-9650  toll  free 
reserves  your  car  in  advance. 

BUDGET  HAS  NO 
MILEAGE  CHARGE. 

For  the  doUar-and-cents  proof 
of  just  how  much  that  can 
save  your  company,  please 
call  Budget  collect  (312) 
64 1  -0424  and  talk  with  the 
Director  of  Sales.  Or  send  in 
the  coupon. 

*At  participating  locations.  Flat 

rates  may  vary  by  city. 
"* Based  on  July-August  1976  OAG 
Ground  Transpoitation 
Supplement. 


Director  of  Sales 
Budget  Rent  a  Car 
Corporation 
35  East  Wacker  Drive 
Chicago,  Illinois  60601 

D  Please  have  your 
representative  call  me. 

□  Please  send  me  com- 
plete details  on  your 
Corp-Rate  Plan. 


NAME 


COMPANY  PHONE  NO. 


COMPANY 


ADDRESS 


CITY 


STATE 


ZIP 


T 


ATransamenca  Company 


In   Canada,   write:    Budget  | 

Rent    a    Car    of    Canada  . 

Limited,  2300  Yonge  Street,  I 

Toronto,  Ontario  M4P1E4:  ■ 

I      or  CaU:  416-486-2919.       F  I 


Budget 

rent  a  car 

I  Budget  Rent  a  Car  Corporation,  Chicago,  Illinois 
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Flat  Stomachs  And  Firm  Minds 

"Sound  mind  in  a  sound  body."  That  much-honored  dictum  of  the  ancient 
Greeks  is  as  true  of  people  in  the  pubUshing  business  as  in  any  other.  To 
help  our  employees  keep  the  sound  bodies  that  are  necessary  for  sovmd 
minds,  we  have  a  Physical  Fitness  department  for  their  use.  Its  director 
and  spark  plug,  25-year-old  Physical  Educator  Ctirtis  (Kip)  Cleland,  pre- 
sides, over  a  gymnasium  full  of  the  latest,  decidedly  odd-looking,  muscle- 
toning  contraptions.  His  domain  also  includes  a  full-size  paddleball  court 
and  a  (drastically  foreshortened)  golf  driving  range  on  the  roof. 

Kip  tirelessly  pursues  the  physically  less  active  members  of  our  staff, 
seeking  new  clientele,  whipping  stiagglers  back  into  line  and  promising 
delights  of  slimness  to  the  spare-tired.  Kip's  arsenal  includes  figure-control 
classes  for  the  ladies,  yoga  for  the  transcendentally  minded,  and  recently  a 
rooftop  racquet-ball  tournament  for  competitive  spirits  (very  popular). 
He  has  met  with  quite  a  bit  of  success,  considering  the  sweating  and 
grunting  that  inevitably  accompany  his  brand  of  progress— a  third  of  our 
staff  now  uses  the  gym  for  regular  workouts.  Let's  see,  when  are  the  next 
Olympics? 

Publisher  James  Dunn  is  not  one  of  Kip's  regulars, 
but  not  out  of  sloth  or  sedentary-mindedness.  The 
publisher,  56,  has  his  own  program,  built  around 
his  favorite  sport,  scuba  diving.  He  does  40  laps  in 
his  swimming  pool  each  morning  and  evening, 
and  spends  much  of  his  vacation  under  water.  A  dis- 
quieting experience  on  his  latest  diving  expedition, 
just  last  month,  reminded  him  of  another  incentive 
for  maintaining  good  condition:  You  never  know 
when  you're  going  to  need  it. 

Jim  was  scuba  diving  with  his  18-year-old  son  and 
two  friends  from  a  chartered  cabin  ciTiiser  in  the 
British  Virgin  Islands.  His  two  friends,  visiting  ex- 
ecutives from  General  Electric,  surfaced  first  during 
an  afternoon  dive.  When  Jim  and  his  son  came  up  a  bit  later,  the  cruiser 
and  their  friends  were  nowhere  in  sight.  Father  and  son  were  terrifyingly 
alone  and  a  good  two  miles  from  shore.  "We  figured  the  boat  blew  up," 
recalls  Jim,  "and  our  friends  were  killed."  Jim  and  son,  Chris,  prepared  to 
swim  for  their  lives. 

As  it  happened,  all  ended  well.  Chris  experimentally  blew  the  signal 
whistle  on  his  scuba  gear,  and  that  brought  their  friends  into  view;  they 
had  been  perched  in  the  cruiser's  dinghy-lifeboat  all  along,  hidden  by  the 
considerable  heights  of  intervening  ocean  swells.  What  had  happened  was 
this:  When  the  friends  surfaced,  they  found  the  cruiser  had  .sprung  a  leak 
and  was  hopelessly  awash.  So  they  clambered  aboard  the  dinghy  to  watch 
the  boat  sink.  Once  reunited  with  them,  Jim  dove  to  retrieve  wallets, 
airline  tickets  and  cameras— and  to  photograph  the  wreck.  Later  a  passing 
sailboat  obligingly  took  everyone  to  a  nearby  island  resort.  There  the  four 
checked  into  a  hotel,  called  room  service  and  ended  their  day  wrapped  in 
terry-cloth  towels,  enjoying  dinner  and  wine  in  their  rooms. 

Arguing  the  importance  of  physical  fitness,  Jim  Dunn  says:  "Our  only  real 
distress  was  when  we  couldn't  see  our  friends,  and  we  thought  they  were 
dead.  We  were  never  at  all  apprehensive  about  our  ability  to  make  it 
back  to  land."  ■ 


Were  they  dead? 
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Get  Merrill  Lynch's  latest  opinion  on 
any  3  of  1,100  widefy  held  stocks-free! 

Each  report  gives  you  up-to-date  information  on  all  these  points: 


Company  name. 


Our  recommendation 
based  on  how  we  think 
the  stock  will  perform 
for  intermediate-tey-m 
appreciation  (up  to 
one  year). 

Our  recommendation 
based  on  how  we  think 
the  stock  will  perform 
for  long-te)7n  apprecia- 
tion (1  to  3  years). 

Most  recent  reported' 
earnings  compared  with 
same  period  a  year  ago. 

Our  earnings  estimate' 
compared  with  last  com- 
parable period  reported. 

Code  number  of  other 
Merrill  Lynch  research 
material  you  can  get 
and  date  of  issue. 
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-Annual  dividend.  If 
preceded  by  "RS,"  it 
means  the  stock  is 
currently  one  of  our 
"Research  Selections." 

Investment  Character- 
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"G"  for  Growth.  "C"  for 
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The  S'cylinder  Mercedes-Benz  300D, 
Another  engineering  milestone  that  has 

quiedy  inspired  a  change 
in  traditional  automotive  design. 


The  Mercedes-Benz  300D  has 
quietly  changed  die  mles  of 
die  automobile  game.  This  5 -cyl- 
inder Diesel  automobile  offers  a 
unique  combination  of  perform- 
ance, luxury,  economy  and  quality. 
It  is  the  most  powerful,  the  most 
complete  and  the  swiftest  Diesel 
passenger  car  ever  sold.  Since 
Mercedes-Benz  introduced  the  first 
production  Diesel  passenger  car  40 
years  ago,  that  is  only  fitting. 

No  tune-ups— ever 

Consider    the    benefits    of    this 
Mercedes-Benz.  The  300D  uses 
economical  Diesel  fiiel.  Country- 
wide, every  gallon  averages  4^-7^ 
le^s  than  regular  gasoline. 

Diesel  Riel  also  has  more  en- 
ergy per  gallon  than  gasoline,  so 
every  gallon  not  only  costs  you  less, 
it  takes  you  farther.  And,  Diesel 
fuel  is  plentifiil.  Thousands  and 
thousands  of  stations  sell 
it  all  across  America. 


The  5'Cylinder  300  Diesel  achieved  EPA 

mileage  estimates  of  28  mpg  (highway) 

and  22  mpg  (city) .  While  your  mileage 

depends  on  how  and  where  you  drive  and 

your  car's  condition,  compare  these 

estirruites  to  any  full-sized  sedan. 

Anodier  plus:  With  die  300D 
you  can  forget  about  that  expen- 
sive automotive  custom  known  as 
the  conventional  tune-up.  Because 
it  has  no  spark  plugs,  points,  dis- 
tributor, condenser  or  carburetor, 
the  Mercedes-Benz  300D  never, 
ever,  needs  one. 

One  more  thing.  While  the 
300D  is  not  as  big,  not  as  heavy 
and  not  as  thirsty  as  most  fiill-sized 
sedans,    this   5 -passenger  automo- 


bile is  every  bit  as  practical  and 
comfortable.  After  all,  it  is  a 
Mercedes-Benz. 

The  forerunner's  reward 

Over  the  past  five  years  Mercedes- 
Benz  automobiles  have  held  their 
value  better  than  any  other  make 
of  luxury  car  sold  in  America.  It 
stands  to  reason  that  the  300D  will 
be  no  exception.  After  all,  since 
this  automotive  forerunner  is  years 
ahead  today,  it  is  bound  to  be  a 
sound  asset  while  the  others  are 
trying  to  catch  up  tomorrow. 

The  incomparable  Mercedes- 
Benz  300D  sedan.  An  engineering 
milestone    which    has 
quietly  advanced  passen- 
ger car  design  a  giant  step. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 

©Merci-dcv  Bcnz  1976 


What  the  passenger  car  should  he  coming  to:  The  incomparahle  Mcrccdes-licnz  300D 


Trends  &Tangents 


Foreign 


Not  Cricket 

The  British  rail-equipment  makers 
howled  recently  when  $50  million  in 
orders  for  modernization  in  Kenya 
that  they  had  counted  on  went  to 
foreign  competitors— who  were  ac- 
cused of  selling  equipment  entirely  on 
credit  through  a  mixture  of  commer- 
cial and  soft  loans.  The  British  sup- 
pliers claim  they  are  prevented  from 
so  doing  by  their  Export  Credit  Guar- 
antee Department,  the  equivalent  of 
the  U.S.'  Export-Import  Bank.  Swe- 
den gave  aid  to  get  orders  for  coaches 
and  freight  cars,  the  British  charged, 
while  Canada  included  soft  loans  in 
its  mix.  The  spokesman  shied  away 
from  accusing  the  U.S.  of  doing  the 
same.  "But  the  U.S.  does  give  mili- 
tary assistance  to  Kenya,"  he  added. 

Hard  Times 

Ireland  seems  to  face  some  hard 
times  ahead  as  a  result  of  its  entry 
into  the  European  Common  Market. 
While  it  is  benefiting  from  the  farm 
subsidies  and  wider  market  the  EEC 
provides,  its  small  industries,  no  long- 
er sheltered  behind  tariffs,  are  hurt- 
ing. Hence  it  has  been  losing  more 
jobs  through  plant  closures  and  lay- 
offs in  the  last  three  years  than  the 
best  efforts  of  its  Industrial  Develop- 
ment Authority  have  created.  The 
problem  is  aggravated  by  the  fact  that 
Irish  young  people  are  staying  home 
today  rather  than  emigrating,  and 
they  are  also  being  educated  to  want 
more.  One  of  many  gloomy  studies 
cmrent  in  Ireland  cites  a  need  for 
40,000  new  jobs  a  year  for  the  next 
ten  years,  mostly  in  manufacturing. 
But  creating  only  17,000  over  the  last 
three  years  was  regarded  as  a  great 
victory. 


Business 


Keypunch  "Operators" 

The  growth  of  electronic  data  pro- 
cessing has  made  nearly  every  branch 
of  accoimting  speedier  and  less  labor- 
intensive,  including  fraud  and  embez- 
zlement. Banks  and  insurance  com- 
panies are  especially  vulnerable  to 
computer  thieves,  whose  average  haul 
the  Department  of  Commerce  esti- 
mates at  ten  times  higher  than  the 
average  $100,000  captured  by  tradi- 
tional "manual"  embezzlers.  Faced 
with  bad  pubHcity  and  the  difficul- 
ties of  solving  the  crime,  companies 
report  only  one  out  of  five  detected 
thefts.  If  a  crime  is  reported,  sleuths 


are  frustiated  because  there  is  no 
"trail  of  paper."  That  leaves  preven- 
tion, and  it  is  no  easy  task  to  up- 
grade the  security  of  computer  per- 
sonnel: Some  2.5  million  people,  or 
about  3%  of  the  U.S.  labor  force,  work 
directly  with  an  estimated  110,000  j 
computers. 

Gunner's  Dilemma 

Debt  collectors  often  mount  their 
final  attack  by  telephone,  but  the 
quarry  is  becoming  more  and  more 
elusive  in  places  where  people  feel 
they  have  more  to  fear  than  collec- 
tors. In  New  York  City,  nearly  27% 
of  all  phones  are  unlisted,  and  the 
percentage  of  unlisted  numbers  in  sev- 
en major  systems  in  the  East  and 
Northwest  increased  by  almost  one- 
fourth  in  the  last  three  years.  Fur- 
ther frustrated  by  the  growing  num- 
ber of  homes  vacated  by  working 
wives,  bill  collectors  sorely  miss  tele- 
phone contact,  which  provides  use- 
ful evidence  that  a  party  is  actually 
avoiding  repayment  and  is  worth 
prosecuting. 

Down  With  Coupons 

Thirty-seven  packaged-goods   man- 
ufacturers have  embarked  on  an  ex- 
periment   they    hope    will    eliminate 
cash-back    grocery    coupons.    Called 
{Continued  on  page  153) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer,  n  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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aren't  alike.  Call 
Western 
Temporary 
Services 
and  seef 
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Western's  testing  procedures 

make  us  stand  out 

in  the  temporary  help  field. 

Our  clerical  test 
is  one  of  the  finest . . . 
correlation  between  scores 
and  on-the-job  results 
is  amazing. 
In  our  28  years 
we've  developed  c  battery 
of  proven  skill  tests. 
Drop  in  at  our  local  office  . . . 
see  for  yourself. 

Since  1 948  we've  proven 

temporary  help 

IS  a  money  saver. 

Call  Western  today  . . . 

we're  in  the  white  pages. 

Western 

nmmt  ssiviess,  iiic. 
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Frank  R  Hall 
is  very  worldly. 


We're  insurance  brokers 
for  clients  in  over 
100  countries. 

U.S.  companies  with  overseas 
interests  often  discover  interna- 
tional insurance  can  be  a  chaos  of 
currencies,  widely  divergent  laws 
and  government  regulations. 

We  believe  our  major  contri- 
bution to  international  risk 
management  is  our  ability  to  help 
multinational  firms  establish  one 
unified,  worldwide  program, 
compatible  with  local  requirements, 
and  offering  the  same  quality 
services  abroad  as  at  home. 

Our  domestic  offices  are 
staffed  to  coordinate  international 
insurance  requirements.  They're 
backed  by  a  team  of  international 
specialists  on  call  anywhere  in 
the  world. 

We've  become  one  of  the 
world's  leading  insurance  brokers 
by  our  ability  to  bring  fresh, 
flexible,  innovative  thinking  to 


international  insurance.  Perhaps 
we  can  help  you. 

Offices  in  60  major  cities  here 
and  abroad  (including  new  offices 
in  Rome,  Tehran  and  Riyadh). 

For  information  call  or  write: 
Albert  J.  Tahmoush,  President, 
Frank  B.  Hall  &  Co.,  Inc., 
549  Pleasantville  Road, 
Briarcliff  Manor,  N.Y.  10510, 
(914)  769-9200. 


When  you  need  a  better  solution. 


I 


Scrath  African  Airways 
new 'M7service. 

Tlielastest  way  to 

Soutli  Africa. 


y  two  and  one  half  hours. 


JOMANNtSBURG 


There's  no  faster  way  to  fly  from  New  York 
to  South  Africa  than  South  African  Airways. 
And  now  there's  a  more  comfortable  way 
because  of  our  new  wide-bodied  747's,  complete 
with  on-board  entertainment. 

Our  Friday  and  Saturday  flights,  via  Cape 
Verde  Islands,  get  you  to  Johannesburg  in 
16  hours  and  30  minutes.  You  arrive  Saturday 
or  Sunday  afternoon.  Perfect  for  the  business 
or  vacation  traveler  who  wants  to  catch  up 
with  himself  before  starting  out  on  Monday. 

In  short,  SA A  is  probably  the  most  wonderful 
way  to  fly  to  our  land  of  wonderful  contrasts. 

See  your  travel  agent ...  he  knows  SA  A  best. 


SAA  still  operates  707  services  Monday  and  Wednesday 
at  1900  from  Rio  de  Janeiro  to  Johannesburg. 
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SOUTH  AFRICAN  AIRWAYS 


The  fastest  way  to  the  laiul  of  wonderful  contrasts. 


Does  this  kind  of 
environmental  arithmetic 


aaaup 


So  far,  Bethlehem  Steel  has  spent 
about  $400  million  just  to  buy  and 
install  the  hardware  to  clean  up  a 
major  portion  of  the  air  and  water 
at  our  various  operations. 

In  the  next  five  years,  we 

project  spending  at  least  $600 
million  more  for  pollution  and 
environmental  health  controls. 

But  as  we  try  to  approach  perfection, 
we're  faced  with  increasingly  tough 
technical  problems  and  with  sky- 
rocketing costs. 

Case  in  point:  In  1959,  we  placed 
into  operation  a  baghouse  dust 
collector,  which  cost  approximately 
$444,000,  to  collect  emissions  from 
an  electric  furnace  shop.  It's 
estimated  that  this  baghouse 
captures  93.8%  of  the  emissions 
from  that  shop. 

Then,  in  1972,  we  installed  a 
second  baghouse  at  this  shop,  at  a 
cost  of  $2,424,000,  to  further 
reduce  fugitive  emissions  (those 
emissions  not  discharged  through 
a  stack).  It's  estimated  these  two 
baghouses  capture  99.3%  of  the 
total  emissions. 

Some  simple  long  division  shows 
we  spent  about  $4,700  to  capture 
each  1%  of  the  emissions  in  the  first 
93.8% ...  and  about  $440,000  to 


to  you? 


capture  each  1%  of  the  emissions 
in  the  next  5.5%!  This  is  one  example 
of  the  kind  of  environmental 
arithmetic  we're  up  against. 

What  lies  ahead?  Depending 
upon  how  far  regulatory  agencies 
go  in  stringent  interpretation  of 
present  laws  and  regulations,  we 
may  be  faced  with  spending 
hundreds  of  millions  more  to  try  to 
remove  the  last  traces  of  pollution. 

Is  it  time  for  a 
rearrangement  of  priorities? 

We  are  faced  as  a  nation  with 
troublesome  alternatives.  Do  we 
continue  our  headlong  rush  to 
implement  some  of  the  air  and 
water  clean-up  standards  that 
have  yet  to  be  proved  necessary— 
or  even  sound  —  or  shall  we  give 
equal  consideration  to  our  energy 
requirements,  to  modernization  and 
expansion,  and  to  other  priorities? 

We  believe  the  national  interest 
now  requires  that  we  face  up  to  the 
dual  necessity  of  preserving  our 
environment  while  at  the  same  time 
assuring  our  economic  progress. 

Our  booklet,  "Steelmaking  and 
the  Environment"  tells  more  about 
the  problems  of  pollution  and  what 


we're  doing  to  help  solve  them.  For 
a  free  copy,  write:  Public  Affairs 
Dept.,  Room  476-F,  Bethlehem 
Steel  Corp.,  Bethlehem,  PA  18016. 


Bethlehem 


*  ^^How  do  we  set  up  a  Holding  Company  in  Europe 

in  order  to  raise  long-term  funds?'' 

*  *^  We  need  a  six-month  Dollar  Loan  in  Sao  Paulo- 

how  do  we  go  about  arranging  it?" 

*  ^^  What's  the  latest  on  Bid  Bonds  and  Performance 

Bonds  fordoing  business  with  the  Middle  East?" 


For  up-to-the-minute  answers  on  the 
international  business  scene,  ask  Boston's 
"Top-of-the- World  Team."  This  is  our  group 
of  specialists  whose  job  is  helping  business- 
men in  the  U.S.  plan  and  execute  the  most 
effective  financial  decisions  in  every  part  of 
the  globe. 

Perhaps  you've  thought 
of  the  "Bank  of  Boston" 
mainly  for  its  expertise  in 
Latin  America  (where  more 
than  2,500  of  our  people  serve  in  an 
extensive  network  of  branches  and 
affiliated  companies).  But  we  also 
have  branches  in  the  major  money 
centers  around  the  world,  plus 
f acihties  in  every  one  of  the  impor- 


tant cities  listed  below. 

In  addition,  we  can  call  on  the 
resources  of  our  subsidiary — Bank  of  Boston 
International  —  on  both  coasts,  in  New  York 
and  Los  Angeles.  So,  if  we  don't  immediately 
have  all  the  answers  for  you,  we'll  get  them 
in  a  hurry. 

For  complete  financing 
assistance,  investment  help, 
and  answers  to  complex  ques- 
tions about  the  international 
situation,  look  to  us.  We'll  help 
your  company  —  anywhere  in  the 
U.S.  —  plan  the  next  step  involving 
overseas  markets.  One  phone  call 
right  now  -  to  (800)  225-2488  - 
puts  you  on  top  of  the  world. 


(800)  225-2488  IJp  to  the  minute...On  top  of  the  world. 

Your  call  is  toll-free  in  the  Continental  U.S.  From  Massachusetts  phones  caU  (617)  434-2400. 


THE  FIRST  NATIONAL 
BANK  OF  BOSTON 


W  ORLD  HEADQUARTERS  100  FEDERAL  STREET,  BOSTON,  MASS.  OTHER  U.S.  FACILITIES  IN  NEW  YORK.  MIAMI  AND  LOS  ANGELES. 
OVERSEAS  FACILITIES  IN  BEIRUT,  BUENOS  AIRES,  AVELLANEDA,  ROSARIO,  CARACAS,  FRANKFURT,  GUERNSEY,  HONG  KONG, 
LA  PAZ,  LONDON,  LUXEMBOURG,  MADRID,  MELBOURNE,  MEXICO  CITY,  NASSAU,  PANAMA  CITY,  PARIS,  PORT  AU  PRINCE. 
SAN  JOSE,  SANTO  DOMINGO.  SAO  PAULO,  CAMPINAS,  PORTO  ALEGRE,  RIO  DE  JANEIRO,  SINGAPORE.  TEHRAN,  TOKYO. 


Offshore  exploration 


Peoples  Gas  now 
supplies  21%  of  customer  needs 

with  oflshofe  gas, 
continues  search  in  the  Gulf. 


One  of  the  w^ys 

Peoples  Gas  woiks 

to  suppfygas  energy 

for  14  nmlion  people 

in  Mid-America. 

Since  1970,  Peoples  Gas  system 
cxnnpanies  have  advanced  more  than 
$360  million  to  conq)anies  drilling  in 
the  Gulf  of  Mexico.  Much  of  die 
money  has  been  committed  to  major 
producers  (die  ones  most  skilled  at 
finding  new  sources  of  natural  gas)  to 
help  develop  acreage  they  have  ac- 
quired in  lease  sales  ofMiore  Texas 
and  Louisiana. 

In  some  cases,  our  advances  were 
supplemented  by  funds  provided  by 
other  utilities  in  the  upper  Midwest 
served  by  our  pipeline  company.  These 
cooperative  funding  efforts,  which  are 
financing  e^qjloration  programs  cur- 
rently being  carried  on  by  three  pro- 
ducers, were  the  forerunners  of  similar 
programs  started  by  groups  of  utilities 
in  other  parts  of  the  country. 

Gas  rigjhts  secured  on 
177  ofi^ore  tracts. 

Through  its  unilateral  and  coopera- 
tive funding  programs,  the  Peoples 
Gas  system  has  obtained  rights  to 
purchase  varying  portions  of  the  gas 
developed  on  177off!shore  tracts  (about 
400,000  acres)  -  roughly  8%  of  all  off- 
shore Texas  and  Louisiana  acreage 
leased  since  1970. 

Proven  and  potential  reserves  made 
available  to  Peoples  Gas  fix>m  these 


programs  are  currentiy  estimated  at  be- 
tween two  and  three  trillion  cubic  feet 

Gas  from  the  Gulf,  which  consti- 
tuted 9  percent  of  our  annual  deliveries 
in  1970,  has  risen  to  21  percent  at  the 
end  of  fiscal  1975. 

One  successful  program  with  Shell 
— the  first  of  the  cooperative  series — is 
already  delivering  up  to  2(X)  million 
cubic  feet  of  gas  a  day  to  the  utilities 
which  helped  finance  it. 

OfiEshore  pipelines  constructed. 

To  bring  the  gas  developed  to  mar- 
ket, our  pipeline  company,  in  partner- 
ship with  another  transmission  firm, 
constructed  the  Stingray  Pipeline  Sys- 
tem in  offshore  Louisiana  waters. 
Now  plans  are  being  made  to  con- 
nect Stingray  with  another  offshore 
network,  the  proposed  High  Island 
Offshore  System,  in  which  we  have 
become  a  partner  with  four  other  pipe- 
line companies. 


The  results  of  offehore  exploration 
are  going  to  help  Peoples  Gas  provide 
gas  iox  14  million  people  in  the  upper 
Midwest  But  if  s  only  one  part  of  our 
multi-feceted  pjrogram  to  cope  with 
the  nation's  growing  shortage  of 
natural  gas. 

Financial  eaqierts  rank  Peoples  Gas 
among  top  three. 

The  profile  below  shows  how  Peoples 
Gas  ranked  in  a  recent  independent 
survey  in  which  350  respondents  in 
the  financial  community — analysts, 
bankers,  brokers,  and  mutual  fimd 
administrators — were  asked  to  com- 
pare eight  leading  gas  conpanies  on  a 
number  of  key  &ctCM:s. 


Peoples  Gas  Profile 
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For  more  information  concerning 
Peoples  Gas,  send  for  our  Annual 
Report  Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Company 


The  gas  system  woridng  for  Mid -America. 

The  Peoples  Gas  System:  Naairal  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  Nonh  Shore  Gas  Company,  Haiper  Oil  Compwiy 


Are  there  a  few  cracks  in  your 
companyls  transfer  plan? 


When  you  transfer  an  employee, 
you've  got  an  investment  to  protect. 

If  you  keep,  him  happy,  youll  prob- 
ably get  a  good  return  on  that  invest- 
ment. But  if  you  don't,  you  stand  to 
lose  big. 

Let  us  help.  Well  buy  and  sell  his 
old  home,  find  a  new  one  he  and  his 


family  really  like,  even  move  them  in. 
Our  plan  covers  everything. 

We're  pseople  who  care  about  your 
people. 

Backed  by  a  national  network  of 
Counseling  Centers,  video  taped  srea 
tours,  and  systems  for  time  and  cost 
control  that  we'd  like  to  show  you. 


Write  or  call  John  Rowell, 
Homequity /Homer ica,  Wilton,  Con- 
necticut 06897  (203)  762-8621 .  For 
the  price  of  a  stamp  or  a  telephone  call, 
you  might  save  yourself  an  employee 
worth  thousands  of  dollars. 

t£REIOQ 
MANAnFIH^ 

Hom§quity/Homerica 

A  PETERSOM.  HOWEU.  &  HEATHER  COMPANY 


Readers  Say 


Airline  Regulatory  Reform 

Sir:  Re  the  Administration's  Avia- 
tion Act  of  1975.  We  feel  legislation 
of  this  nature,  relieving  the  airline  in- 
dustry of  a  burdensome  and  unneces- 
sarily complex  regulatory  structiire,  is 
long  overdue.  Although  the  airline  in- 
dustry has  grown  comfortable  with 
the  existing  regulatory  system,  we  are 
also  confident  that  well-managed,  effi- 
cient carriers  will  prosper  under  re- 
laxed economic  regulation  and  that 
the  whole  industry  will  be  better  as 
a  result. 

—John  W.  Barnum 

Deputy  Sec.  of  Transportation, 

Dept.  of  Transportation 

Washington,  D.C. 

Interim  Means 

Sir:  In  "The  Great  Pipeline  Race" 
{Aug.  15),  my  remarks  on  alternate 
means  for  Alaskan  crude  oil  disposi- 
tion only  related  to  that  interim  time 
period  after  Alaskan  crude  produc- 
tion reaches  1.2  million  barrels  per 
day  and  before  the  Long  Beach 
(Calif.)  to  Midland  (Tex.)  pipeline 
becomes  operational. 

—Fred  G.  Garibaldi 

Manager, 

Corp.  Planning  &  Development 

Standard  Oil  Co.  (Ohio) 

Cleveland,  Ohio 

Sir:  The  proposed  Guatemalan  or 
Panamanian  pipeline  routes  would  al- 
low using  American  money  to  buy 
American  oil  to  store  in  Gulf  Coast 
salt  domes.  Otherwise,  oil  for  any 
strategic  petroleum  reserve  in  that 
area  would  require,  ultimately,  send- 
ing 10  billion  or  more  American 
dollars  abroad  to  buy  foreign  oil. 

—Lester  Brandt 
Houston,  Tex. 


Don't  Hex  Ford 

Sir:  With  your  record  of  political 
prognosticating  over  the  years,  I  beg 
of  you,  please  don't  predict  a  victory 
for  President  Ford.  That  would  cer- 
tainly put  the  hex  on  him. 

—John  S.  Well  and 
Evanston,  111. 

No  Final  Decision  Yet 

Sir:  Re  the  article  concerning  me 
{Sept.  1).  Neither  I  nor,  as  far  as  I 
know,  anyone  else  at  the  SEC  has 
said  that  it  is  legal  for  half  the  man- 
agement fee  of  a  new  no-load  money 
market  fund  to  be  used  to  pay  broker- 
dealers.  What  we  have  indicated  to 
at  least  one  such  fund  is  that  we're 
in  the  midst  of  considering  whether 
{Continued  on  page  146) 
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"VVitih  ail  thy  getting  get  understanding" 


Fact  and  Comment 


irVFLATION'S   UNDER  CONTROL 


and  is  going  to  stay  that  way— at  least  until  the  Presiden- 
tial-election result  is  a  fact  rather  than  a  forecast. 

The  steady  reining  in  of  the  rate  of  inflation  is  quite  an 
extraordinary  accomplishment.  Our  results  are  having  a 
heartening  impact  in  most  of  the  Free  ^^''orld,  which  was 
so  sorely  afflicted  with  the  same  ravaging  disease. 

Cautious  consumers,  who  have  the  money  to  spend  but 
want  value  for  what  they  are  buying,  are  a  major  factor 


in  keeping  the  lid  on.  People  aren't  grabbing  for  goods. 
They're  shopping,  and  that's  good. 

Banks  are  so  full  of  money  it's  a  drag  on  earnings. 
Businesses  are  not  borrowing  to  the  hilt.  Instead,  most 
are  treading  carefully  with  capital  spending  plans.  That's 
a  break  in  the  fight  against  inflation,  albeit  a  brake  on 
the  economy's  recovery  rate. 

Which  brings  us  to  the  next  subject— 


IS  RECOVERY  COMING  UNDER  TOO  MUCH  CONTROL 


from  a  too-restrictive  Federal  Reserve  policy? 

.  .  .  From  environmentalist  power  that's  crippling  ener- 
gy growth  and  too  often  adding  appreciable  manufac- 
turing cost  for  a  miniscule  pollution  abatement? 

.   .   .   From  ever-mounting  assaults   on   corporations   by 


election-minded  regulatory  agencies— the  whole  alphabet- 
soupfull? 

I  am  putting  the  question  in  the  form  of  questions 
because  I  am  not  yet  sure  of  the  conclusion,  not  yet  sure 
that  recovery  has  plateaued. 


SHAFTING  PRESENT  STOCKHOLDERS 

Talking  with  some  Forbes  editors,  Midland-Ross  Corp. 's       holders  seem  to  be  of  far  less  concern  than  prospective 
savvy  CEO,  Harry  J.  Bolwell,  obseived:   "Present  share-      shareholders  to  federal  agencies  such  as  the  SEC." 


STACK  IT  UP  AND   STOCK  IT 


Climatologists  predict  dire  years  ahead  for  much  of  the 
world's  area  where  most  foodstuffs  grow.  On  the  premise 
that  these  guys  may  occasionally  be  slightly  more  right 
than  economists  (who  always  predict  disaster),  now  is  a 
better  time  than  any  to  stockpile  staple  food  crops.  This 
year  promises  to  yield  greater  surplus  than  in  some  time. 


Probably  the  effort  shouldn't  be  by  a  single  U.S.  grain- 
ery,  but  a  cooperative  undertaking  by  food-producing 
lands.  Storing  surplus  foods  is  vastly  more  than  "money  in 
the  bank."  It's  life  insurance  for  countless  millions. 

Without  sufficient  food,  there  can  never  be  a  stable 
peace  among  the  peoples  of  this  One  World. 


UNRELIABLE   SOURCE   ON   ELECTION  WINNER 


After  editors,  political  pundits  and  business  executives, 
the  least  accurate  election  forecasts  come  from  the  most 
quoted  group  of  all— taxi  drivers.  All  of  us  are  forever  gull- 
ing ourselves  that  we've  been  in  touch  with  the  People's 
Pulse  when  we've  queried  a  cab  driver  or  two. 


But  here's  an  observation  from  one  of  'em  that  provides 
food  for  thought: 

"Jimmy  Carter's  gonna  win.  We  lieed  a  con  man,  sort 
of,  to  get  the  country  revved  up.  Ford  can't  talk,  so  he 
won't  win." 
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1946 


THIRTY  YEARS-THIRTY! 

Everybody  eventually  discovers  that  with  each  passing 
year,  each  passing  year  passes  ever  more  swiftly.  Next  week 
this  Awful  Truth  hits  home  again  when  we  mark  our  30th 
wedding  anniversary. 

On  Sept.  21',  1946  for  the  two  of  us  it  all  lay  ahead.  Today, 
five  children,  two  daughters-in-law,  and  three  and  a  half 
grandchildren  Jater,  *^we  both  hope  much  that  much  and 
many  more  still  are  ahead. 

Since  our  Year  One,  the  Forbeses  Christmas  cards  have 
featured  the  new— and  now  the  newest— generation.  In  the 
hope  that  readers  will  enjoy,  herewith  the  30-year  sequence. 
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1951-and  Kip  ( Christopher  Charles ) 
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1970-The  last  time 
there  were  only  five 
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1971— Steve  and  Sabina's  wed 


1947-Firstborn 
-Steve  (MSF  Jr.) 


1949-Then  Robert  Laidlaw 


1950 


1959 


1955-FinaUy 
a  daughter, 
Moira  Hamilton 


1965 


1966 


1967 


1964 


1974— Another  daughter-in-law, 
Kip's  wife  Astrid 


1972 


1973-First  grandchildren 
—twin  wee  ladies 
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Awhile  ago,  son  Steve  and  I  were  invited  to  talk  and 
lunch  with  Treasury  Secretary  Simon.  His  office  phoned  to 
find  out  "what  kind  of  a  sandwich  the  Forbeses  would 
like,  and  would  they  prefer  coffee  or  tea." 

And  nothing  interfered  with  the  principal  objective- 
discussion. 

Which  reminds  me  of  a  not-so-apocryphal  report  in  the 


CAPITOL   EATING 

Wall  Street  Journal:  "We've  heard  a  story  that  almost 
sounds  true  about  an  uncommitted  Republican  delegate 
in  New  Jersey  who  got  a  telephone  call  from  President 
Ford  the  other  day,  personally  inviting  him  to  a  reception 
and  dinner  in  honor  of  Queen  Elizabeth.  There  was  a 
long  pause  before  the  delegate  asked  the  President,  'What's 
for  dinner?'  " 


ICE  CREAM   SALES   DESERVE  TO  BE   DOWN 


Maybe  poetic  justice  isn't  the  proper  word  for  it,  but 
isn't  it  gratifying  to  know  that  the  International  Associa- 
tion of  Ice  Cream  Manufacturers  reports  sales  this  year 
are  not  booming? 

The  fluffy,  plastic  stuff  that  goes  under  the  name  of  ice 
cream  is  a  disgrace  to  that  once  most  glorious  dessert. 

There  are  still  some  individual  shops  in  several  cities 
and  even  a  couple  of  "brand  names"  that  make  the  real 


thing.  But  real  ice  cream  gets  harder  to  find,  regardless  of 
price.  Unfortunately,  too,  homemade  ice  cream  (made  in 
your  home  and  mine)  as  often  as  not  has  the  consistency 
of  "floating  island."  Maybe  it's  because  everyone's  out  of 
practice,  or  because  the  electric  gadgets  don't  know  how 
to  do  what  the  old  hand  crank  and  salt  pack  did. 

Do  you  suppose  if  ice  cream  sales  slow  enough  more 
companies  might  try  making  real  ice  cream  again? 


Here's  To  Your  Health 


SCARY,   ISN'T  IT? 


Imagine,  that  annual  checkup  which  has  become  so 
prevalent  for  those  in  business  and  multiple  others  may 
be  not  only  of  little  value  but  even  of  positive  danger, 
what  with  X-rays  and  all.  We've  all  heard  tales  about  the 
guy   who   returns   jubilantly   to  his   office   with    an   "All's 


Well"  report  from  his  annual  checkup,  and,  after  telling 
his  secretary  and  phoning  his  wife  with  the  happy  (he 
hopes)  news,  drops  dead. 

The  prevention— an  annual  checkup— may  turn  out  to  be 
a  contributing  cause. 


.   .  AND  THE  OTHER  DAY 

I   heard  of  something  that   doesn't   cause   cancer. 
And    of    a    mouse    that    died    of    natural    causes. 


ODE  TO 

What  a  highway!  What  a  trip!  What  a  way  to  cross 
our  country  and  see  anew  this  glorious  land! 

Interstate  ^  is  almost  all  new,  almost  all  completed, 
stretching  traffic-lightless  from  New  York  to  San  Francisco. 
Most  all  the  way  it  cuts  a  swath  through  an  uncluttered 
landscape  of  farms,  fields,  mountains  and  prairies,  most 
totally  skirting  cities,  stacks  and  shopping  centers— so  much 
.so  that  one  welcomes  the  towering  signs  of  gas  stations  at 
infrequent  freeway  intersections. 

A  couple  of  us  set  off  from  New  Jersey  on  a  2,100-mile 
motorcycle  sortie  via  ^  (toward  the  end,  IS  76)  to 
visit  Forbes  Trinchera  ranch  and  its  Sangre  de  Cristo  divi- 
sion, with  a  layover  of  a  few  days  in  Indianola,  Iowa 
to  be  part  of  the  National  hot  air  balloon  championships. 
I'd  never  gone  so  far  so  long  on  a  cycle,  and  we  were 
warned  that  '^  would  be  monotonous,  a  bore;  that  we 
should  seek  sideways  and  not  highways. 

Things  turned  out  so  totally  different.  When  we  had  to 
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use  sideways  to  get  into  cities— Cleveland  the  first  day, 
Chicago  the  second— what  a  dreary  contrast  of  clutter  and 
clatter  and  the  all-too-familiar  disarray  that  surrounds  all 
of  us  suburban-urbanites. 

For  all  its  newness  and  rural  routing,  "f*  pulsates  like 
the  great  American  main  artery  it's  suddenly  become.  An 
endless  flow  of  infinitely  varied  recreational  vehicles, 
filled  with  families  and/ or  funmates,  bristled  with  bikes 
and  boats,  canoes  and  cycles,  roof-lashed  luggage  and  tow- 
ering CB  antennas,  IS  ^  is  alive  with  people  who  are  living. 
It  is  full  of  spirit— sportscar  buffs  blinking  headlights  at 
one  another,  cyclists  waving  one  to  the  other,  same-make 
motor  homes  saluting  as  they  pass,  with  the  whole  mix 
streaming  cheerfully  past  or  being  pas.sed  by  the  thun- 
dering herd  of  huge  trailer  trucks. 

The  Scene  and  scenery  constantly  brought  to  mind  the 
never  banal,  familiar  lines  from  "America  the  Beautiful," 
"The   Star  Spangled  Banner"  and  "God   Bless  America." 

ONE  THING  THAT  PREVIOUS  PRACTICE 
DOESN'T  ALWAYS  MAKE  PERFECT 

Marriage. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Who  Gets  Profits? 

There  is  an  old  myth,  which  should 
have  been  laid  to  rest  decades  ago, 
that  dividends  flow  mainly  into  the 
pockets  of  wealthy  individuals.  Ac- 
tually, there  has  been  a  historic  if 
little  heralded  shift  in  the  pattern  of 
share  ownership.  In  terms  of  dollar 
value,  nearly  half  of  all  corporate 
shares  these  days  are  owned  by  in- 
stitutions such  as  pension  funds,  in- 
surance companies,  college  endow- 
ments, even  churches.  Without  even 
realizing  it,  millions  of  Americans  rely 
on  corporate  strength  for  their  own 
future  security.  The  assurance  of  a  re- 
tirement income,  the  soundness  of  an 
insurance  policy,  the  availability  of  a 
college  scholarship— all  may  well  de- 
pend heavily  on  the  continued  prof- 
itability of  U.S.  corporations. 

—David  B.  Tinnin,  Time. 

ISow  It's  Coffee's  Turn 

Birth  defects  occur  in  mice  if  the 
pregnant  mother  is  injected  with  a 
dose  equivalent  to  a  woman  taking 
50  to  100  cups  of  coflFee  all  at  once 
(one       wonders       what       substance 


wouldn't  be  lethal  at  that  level  of  in- 
take), but  normally  the  risks  "if  any, 
are  exceedingly  small." 

On  the  whole,  the  evidence  so  far 
suggests  that  coffee  is  one  of  our  low- 
est-risk sins.  Nevertheless  it  may  one 
day  be  proved  dangerous. 

—James  K.  Page  Jr. 
in  Smithsonian. 

Shocking 

A  recent  study  of  automobile-re- 
pair charges  by  the  American  Mutual 
Insurance  Alliance  finds  that  repair- 
ing damage  to  one-fourth  of  a  car's 
parts  can  cost  more  than  an  entire 
new  car.  The  study  showed  it  would 
cost  a  motorist  $19,979  to  replace  all 
the  parts  of  a  totally  wrecked  stan- 
dard 1976  automobile— more  than  foxu: 
times  its  factory  price.  The  Alliance 
states:  "If  the  car  in  the  study  were 
involved  in  a  crash  and  25  per  cent  of 
its  parts  had  to  be  replaced,  the  re- 
pair costs  would  not  be  25  per  cent  of 
the  new-car  price  but  25  per  cent  of 
$19,979.  That's  $4,995  or  $557  more 
than  the  original  purchase  price  of 
the  automobile." 

—U.S.  News  6-  World  Report. 


Maybe  President  Ford  Should 

Take  a  Walk,  Too? 

Mr.  Carter  should  come  to  Detroit 
and  walk  Mack  Avenue  from  Wood- 
ward Avenue  on  to  the  Grosse 
Pointes.  All  America's  problems  are 
clear  on  that  street;  lawlessness,  hous- 
ing, law  enforcement,  unemployment, 
preoccupation  with  sex  and  alcohol, 
drugs,  abandonment  of  buildings  and 
land,  and  more. 

This  country  will  solve  the  prob- 
lems of  Mack  Avenue  or  solve  no 
problems,  and  it  should  take  no  brief- 
ers from  the  Brookings  Institution  to 
tell  Mr.  Carter  that. 

—William  Serrin, 
in  the  New  York  Times. 

Even  Steven 

.  .  .  [The  mailman]  gave  Rita  [Hay- 
worth]  a  stack  of  letters,  which  she 
started  to  tear  up.  Jack  Lemmon  got 
very  upset.  "Don't,"  he  said,  "there 
may  be  checks  in  there."  Rita's  an- 
swer: "There  are,  but  there  are  also 
bills.  I  find  it  evens  up." 

—Robert  Parrish, 
Growing  Up  in  Hollywood. 


PRESIDENT  FORD  AND  HIS  CAMPAIGN  STAFF 

by  M.S.  Forbes  Jr. 


have  been  luiderstandably  euphor- 
ic over  the  outcome  of  the  Repub- 
lican convention  and  the  President's, 
suddenly  brightened  prospects  for 
victory  this  November.  But  they 
had  better  get  their  feet  back  on 
the  ground  fast:  The  President's 
uphill  election  fight  is  far  steeper 
than  the  polls  suggest. 

Unless  his  campaign  falters  bad- 
ly, Jimmy  Carter  will  carry  such 
normally  Democratic  states  as  New 
York,  Massachusetts,  Connecticut, 
Rhode  Island,  Hawaii,  West  Vir- 
ginia cand  the  District  of  Colum- 
bia. Add  Walter  Mondale's  Minne- 
sota (where  even  McGovem  did 
well  in  1972)  and  Carter  has  90 
of  the  270  votes  needed  to  win. 
In  the  South  and  in  the  border 
states,  there  are  162  electoral 
votes  and  the  former  Georgia  Gov- 
ernor will  bag  most,  if  not  all,  of 
those. 

To  win  the  election  then.  Ford 
must  capture  virtually  every  other 
state  in  the  Union,  including  all 
the  nonsouthem  biggies:  Califor- 
nia, Illinois,  Pennsylvania,  New 
Jersey,  Ohio  and  Michigan.  Just  by 


the  law  of  averages,  in  a  close  elec- 
tion, the  odds  of  achieving  that  are 
sky-high. 

The  President,  moreover,  could 
find  himself  in  hot  water  again 
with  the  farmers  as  they  gradually 
realize  that  crop  prices  are  still 
heading  down  (see  p.  63).  That 
plus  memories  of  past  embargoes 
may  well  give  Carter  many  of  these 
traditional  GOP  voters.  Senator 
Dole  notwithstanding,  and  thus 
cost  the  President  such  states  as 
Iowa  and  Wisconsin. 

No  election  has  been  as  close  as 
that  of  1960,  and  JFK  carried  sev- 
en of  the  nine  largest  states.  But 
Jerry  Ford  is  not  likely  to  get 
the  extra  help  JFK  received  from 
Mayor  Daley  in  Chicago  and  from 
graveyards  in  Texas  and  Missouri. 

Of  course,  it  is  from  situations 
like  this  that  upsets  are  made.  Still, 
the  electoral  college  arithmetic 
leaves  the  Republicans  with  no 
margin  for  error— or  euphoria. 
*      *      * 

Ford's  campaign  staff  may  have 
already  made  one  psychological 
mistake.  They  have  been  telling  the 


public  that  because  of  the  Presi- 
dent's in-depth  knowledge  of  the 
workings,  or  nonworkings,  of  gov- 
ernment, he,  not  Carter,  should  win 
the  upcoming  debates. 

These  aides  seem  to  have  for- 
gotten that  who  "wins"  these  en- 
counters will  depend  in  large  mea- 
sure on  people's  expectations  of 
how  well  each  candidate  wiU 
perform.  Kennedy  was  greatly  aid- 
ed in  the  1960  election  by  his  first 
debate  with  Nixon,  and  one  reason 
he  did  so  well  was  necause  Nix- 
onites  had  been  stressing  that 
JFK  was  a  mere  boy,  too  inexperi- 
enced for  the  Presidency. 

Ford's  high-level  workers  should 
be  saying  that  Carter  will  have  the 
upper  hand  since  he  is  so  facile,  so 
slick.  The  President's  intimate 
knowledge  in  such  areas  as  de- 
fense, his  aides  should  be  insist- 
ing, may  not  come  through  in  these 
glorified  versions  of  Meet  the  Press. 

By  raising  expectations  about 
Ford's  performance,  his  assistants 
make  it  more  difficult  for  their  man 
to  achieve  the  decisive  win  he  so 
badly  needs. 
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SHOULD  A  CAR 
ITH  A  REPU1ATI0N 
FOR  BEING  SO  SAFE 
GO  SO  FAST? 

Over  the  yearsYolvo  has  become  the  very  symbol  of  the  safe,  sane  automobile, 
designed  for  people  with  a  rational  view  of  life. 

But  anyone  who  slides  behind  the  wheel  of  a  1976  Volvo  240  may  discover  it's 
something  more. 

As  Road  Test  magazine  has  put  it:  "This  is  one  fun  car  to  drive." 
This  year,  Volvo  has  introduced  a  new  fuel-injected,  overhead  cam  4-cylinder 
engine.  It  has  extremely  fast  pickup  in  the  20-55  m.p.h.  range  where  most  serious 
driving  is  done. 

In  a  comparison  of  passing  times,  a  Volvo  242  with  a  4-cylinder  engine  was 
faster  than  a  Mercedes  280  with  a  six. 

Volvo  also  gives  you  rack  and  pinion  steering  to  help  you  take  life's  curves. 
And  a  spring-strut  front  suspension  designed  to  keep  the  car  steady  and  level 
even  if  you  take  them  fast.  You  get  4-wheel  power  disc  brakes.  And  you  can 
order  a  4-speed  manual  transmission  with  electrically-operated  overdrive 

(which  lets  you  flip  in  and  out  of  5th  gear  with  a  simple  flick 

finger). 

All  of  which  does,  indeed,  make  Volvo 
ielight  to  drive.  But  then  again,  we  think 
faster  a  car  responds  and  the  better 
;  handles,  the  safer  it  will  be. 

So  while  many  of  these  new 

performance  features  are  nice 

to  have  when  you  want  them, 

they're  even  nicer  to  have  when 

you  need  them.  "VOIiVO 

The  car  for  people  who  think. 
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While  America  Sleeps 

Oil  is  getting  scarce,  higher  prices 

are  coming  and  the  oil's  owners 

are  taking  a  bigger  piece  of  the  cake. 


By  JAMES  FLANIGAN 

Quietly,  almost  without  public  no- 
tice, the  demand  for  oil  has  crept  up 
to  the  limits  of  supply  again,  after  a 
long  period  of  surplus  following  the 
1973  price  upheaval  and  the  world 
recession  those  events  engendered.  An 
economically  recovered  Japan  is  buy- 
ing suppUes  with  its  old  vigor.  More 
important,  the  U.S.,  which  never  be- 
fore bought  international  oil  in  such 
quantities,  is  importing  almost  7.5 
million  barrels  a  day,  up  from  just  over 
3  million  barrels  six  years  ago— that 
is,  43%  of  U.S.  requirements,  up  from 
23%  at  that  time. 

As  a  result,  the  producers  of  the 
Organization  of  Petroleum  Exporting 
Countries  are  already  running  up 
against  their  actual  or  self-imposed 
capacities.  There  no  longer  are  spare 
shipments  of  oil  going  begging  oo 
world  markets.  The  tight  situation  is 
only  partly  in  anticipation  that  this 
December,  in  Qatar,  OPEC  is  just 
about  certain  to  vote  at  least  a  $l-a- 
barrel  increase  in  the  price  of  oil,  or 
just  under  9%  on  the  current  high 
price.  For  the  U.S.  alone,  this  would 
cost  an  extra  $2.7  billion  a  year. 

That  last  prediction  comes  from  oil 
traders  in  London  who  hear  it  from 
their  businessmen  backers.  Those  par- 
ticular ^backers  may  know  something, 
for  they  are  Arab  businessmen,  some 
of  them  from  Saudi  Arabia,  the  con- 
trolling producer  in  the  world  of  oil. 

That  Arab  businessmen  are  moving 
into  the  oil-trading  business  in  itself 
tells  us  something.  They  are  simply 
looking  ahead  to  hectic  times,  times 
of  shortage,  scarcity  and  profit  oppor- 
tunities for  the  trader  who  can  lay  his 
hands  on  a  shipment. 

Already  international  oil  experts  like 
Walter  Levy  are  predicting  that  Saudi 
Arabia  will  be  asked  within  the  next 
year  to  lift  its  self-imposed  production 
ceiling  by  1.5  million  barrels  a  day,  to 


10  million  barrels.  The  authoritative 
Petroleum  Intelligence  Weekly  re- 
ports record-high  prices  for  the  oils  of 
Libya,  Algeria  and  Nigeria— the  latter 
getting  $13.10  a  barrel  for  its  low- 
sulfur,  high-gasoline-content  oil. 

The  British  North  Sea  has  begun 
producing  its  high-quality  oil  and  al- 
ready some  of  it  is  being  shipped  to 
the  U.S.  The  reason:  U.S.  refiners  are 
hungry  for  the  high-value  gasoline 
fractions  of  the  oil  barrel  to  supply  a 
renewed  U.S.  motoring  market.  The 
U.S.  companies  are  paying  top  dollar 
for  international  oil  of  the  required 
quality.  European  refiners,  though, 
find  the  price  a  bit  steep. 

How  can  the  Americans  afford  to 
pay  such  prices?  As  one  oil  trader  put 
it  to  Forbes:  "The  American  refiners 
have  all  that  cheap  domestic  oil  and 
therefore  can  afford  to  pay  over  $13 
for  North  Sea  oil."  The  economics,  if 
that  is  what  they  are,  work  this 
way:  The  U.S.  refiner  can  pick  up  do- 
mestic oil  for  $5.20  a  barrel.  Then,  if 
half  of  his  crude  mix  is  the  high- 
priced  imported  stuff,  he  still  comes 
out  with  an  effective  crude  cost  of  only 
some  $9  a  barrel— or  $2.50  under  the 
OPEC-mandated  base  price.  For  what 
Americans  are  doing  is  paying  their 
own  producers  a  miserly  five  bucks  or 
so  for  their  own  precious  and  deplet- 
ing resource  but  paying  foreigners  2^2 
times  that  for  the  foreigners'  resouices. 
Is  this  self-interest?  Or  is  it  self-de- 
struction? The  U.S.  supplies  of  that 
resource  will  run  out  before  the  for- 
eigners' supplies.  And  the  foreigners 
know  it.  They  are  covmting  the  days. 

That  is  why  their  avowed  policy  is 
to  get  further  into  all  stages  of  the  oil 
business.  Right  now  over  500,000  bar- 
rels a  day  of  Saudi  Arabia's  8.8-mil- 
lion-barrel  daily  production  is  sold 
not  through  the  U.S.  oil  major  part- 
ners of  Arabian  American  Oil  Co.  but 
directly  by  the  Saudi  General  Pe- 
troleum &  Minerals   Organization,   or 


Political  poison  in  an  election 
year  is  another  increase  in  the 
price  of  gasoline. 

Petromin.  The  National  Iranian  Oil 
Co.'s  ambition  this  year  is  to  reach 
daily  direct  sales  of  1  million  barrels— 
16%  of  Irajn's  production;  it  had 
achieved  over  820,000  barrels  per  day 
by  the  end  of  summer.  Thus  are  the 
producers,  the  owners  of  the  crude, 
taking  another  increment  of  revenue 
and  profit  from  the  process  by  which 
their  product  wends  its  way  to  gaso- 
line pump  or  fuel  delivery.  Their  in- 
tention is  to  take  as  many  other  in- 
crements as  they  can. 

Recently,  while  Petromin  was  ne- 
gotiating the  formal,  legal  takeover 
of  100%  of  what  used  to  be  Arabian 
American  Oil  Co.  oil,  it  had  three 
agents  traveling  the  world  looking  into 
possibilities  for  dov/nstream— that  is 
transport,  refining  and  marketing— op- 
erations for  Petromin.  The  agents  re- 
ported back  to  Riyadh:  The  time  is 
not  yet,  but  builr'.  up  our  expertise  in 
the  next  five  years.  When  the  eventual 
Aramco  settlement  is  signed,  it  will 
probably  call  for  long-term  contracts 
under  which  Aramco  will  lift  and  mar- 
ket the  bulk  of  Saudi  Arabian  crude 
—based  on  current  production  figures. 
But  all  of  the  oil  outside  of  those  con- 
tracts will  be  sold  direct,  by  Petromin, 
and  that  total  will  grow  as  Saudi 
Arabian  oil  production  grows. 

This  represents  but  another  small 
shift  in  the  world  of  oil  rather  than 
something  entirely  new.  For  years  the 
Middle  Eastern  producing  states  have 
sold  some  of  their  oil  directly  to 
independent    refiners    or    government 
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companies  from  industrial  nations. 
The  propoition  they  will  sell  in  futxwe 
will  increase.  In  this  way  the  produc- 
ing states  will  diversify  their  outiets 
and,  significantly,  insxu"e  that  control 
in  the  oil  business  remains  where  it 
has  been  for  70  years:  with  the  own- 
ers of  the  crude.  Those  owners  are  no 
longer  the  big  oil  companies,  about 
which  the  U.S.  Congress  seems  so  sus- 
picious. They  are  the  oil-producing 
countries,  about  which  the  U.S.  Con- 
gress appears  to  know  so  very  little. 
They  are,  to  be  blunt  about  it,  the 
people  and  poUticians  we  should  he 
worrying  about. 

And,  as  the  business  is  to  remain 
firmly  in  the  hands  of  their  govern- 
ments, Arab  businessmen  have  begun 
to  invest  in  the  oil-trading  business— 
the  small-lot  end  of  oil  transport  and 
wholesaling.  Today  the  leading  oil- 
trading  companies  have  their  roots  in 
refining  or  product  whQlesaling;  com- 
panies Uke  Koch  Oil,  with  headquar- 
ters in  Wichita,  Kan.,  or  Tampimex, 
originally  a  German  firm,  with  barges 
of  oil  products  traveling  the  Rhine. 

These  firms  might  move  only  some 
200,000  barrels  a  day  in  a  good  year. 
And  their  best  years  recently  were  in 
1973  and  1974,  when  prices  were  flex- 
ible because  assured  access  to  nec- 
essary oil  was  more  important  than 
price.  The  Arab  traders  are  after  big- 
ger game.  Middle  Eastern  businessmen 
like  Saudi  Arabia's  Adnan  Khashoggi 
or  the  Quraishi  family— one  of  whose 
members  is  governor  of  the  Saudi 
Arabian  Monetary  Agency— have  set 
up  trading  firms  in  Switzerland,  with 
offices  in  London,  Houston  and  New 
York  and  other  places  where  interna- 
tional oil  is  traded.  Denapetrol  and 
Energy  Marketing  Services  are  some 
new,  Arab-backed  company  names. 

The  Real  Payoff 

The  capital  cost  of  entry  is  neg- 
ligible—telephones, office  furniture  and 
the  salary  of  a  good,  experienced  En- 
glish, French  or  American  trader. 
More  important  is  the  credit  standing 
to  support  a  shipment  of  oil— generally 
aroimd  $20  million.  A  little  oil  bro- 
kerage business  pays  the  upkeep— com- 
missions at  1  cent  to  2  cents  a  barrel 
—and  the  real  payoff  comes  if  the 
market  is  active  and  customers  are 
bidding  for  oil. 

The  big  state  oil  companies  in  the 
Middle  East— Petromin  or  National 
Iranian— won't  shade  prices  for  their 
own  businessmen.  To  seem  to  be  fa- 
voring anybody,  as  one  oil  consultant 
who  works  for  Petromin  puts  it,  would 
be  "political  suicide."  The  Arab  busi- 
nessmen will  offer  nothing  more  than 
a  shghtly  better  chance  of  access  to 
crude  oil.  But  that  is  likely  to  become 
very  important  very  soon.  ■ 


Can  Do 


Remember  the  term  ''synergism"?  It's  alive  and  well  at 
Continental  Group,  the  erstwhile  Continental  Can  Co. 


Does  Robert  S.  Hatfield  know  some- 
thing the  rest  of  us  don't  know? 

Life  insurance  stocks  have  hardly 
recovered  from  their  precipitous  col- 
lapse in  1973,  and  the  industry  has 
lost  most  of  its  investment  allure.  Yet 
here's  Chairman  Hatfield's  Continen- 
tal Group  paying  about  $300  milUon 
in  Continental  common  and  preferred 
stock  for  a  not-very-impressive  life  in- 
svu-ance  company  whose  shares  sold 
for  little  over  half  that  much  before 
the  takeover  offer.  That's  a  premium 
of  75%  over  market.  Pretty  steep. 

Continental  Group?  You  knew  it 
as  Continental  Can,  and  it  did  $3.1 
billion  last  year  making  and  selling 
various  forms  of  packaging.  The  ac- 
quisition is  Richmond  Corp.,  a  slow- 
going  $1.4-billion  (assets)  company 
whose  profits  derive  mainly  from  its 
Virginia-headquartered  life  company. 

The  excitement  was  thick  around 
Continental's  poshly  decorated,  39th- 
floor  New  York  headquarters  last 
month  when  Forbes  talked  to  the 
company  the  day  before  the  deal  was 
annoimced.  "The  ideal  synergism,"  en- 
thused Donald  J.  Donahue,  chief  fi- 
nancial officer. 

What's  so  exciting  about  a  life  in- 
surance company?  Why  should  it  be 


worth  twice  as  much  to  Continental 
as  to  its  present  stockholders?  And, 
what's  Continental  up  to?  Doesn't 
'  Hatfield  know  the  conglomeration 
game  is  long  over?  Finished? 

Hatfield  doesn't  think  of  the  ac- 
quisition as  conglomeration.  Donahue 
admits  that  he  was  a  bit  cool  to  the 
Richmond  idea  when  Lazard  Freres 
first  brought  it  to  him.  ("It  certainly 
wasn't  one  of  our  priority  areas,"  ex- 
plains Donahue.)  But  Lazard  helped 
Continental  see  the  light.  The  idea 
was  simply  that  what  it  was  buying 
was  not  just  an  insurance  company 
but  a  pool  of  liquid  assets. 

If  that  sounds  suspiciously  like  the 
kind  of  reasoning  that  led  so  many 
conglomerates  to  swallow  property 
and  casualty  companies  in  the  late 
Sixties,  Donahue  is  quick  to  argue 
that  his  deal  is  different. 

But  is  it? 

Let's  listen  to  Donahue:  He  begins 
by  explaining  that  he's  buying  a  Iffe 
company,  not  a  fire  &  casualty  com- 
pany. He  goes  on  to  say  that  Con- 
tinental is  in  both  highly  cyclical  and 
highly  capital-intensive  industries.  In 
the  past  five  years  alone  it  has  poured 
$1.2  bilhon  into  new  plant  and  equip- 
ment.   Those    were    relatively    good 


Carrot  And  Stick 


With  Washington's  new  railroad  policy,  loans  are  the 
carrot.  The  stick:  Get  rid  of  those  unneeded  routes. 


Way  back  in  the  1920s,  the  late  Pro- 
fessor William  Ripley  of  Harvard 
drew  up  a  comprehensive  plan  for 
restructuring  the  U.S.  railroad  sys- 
tem. There  was  a  need  for  it  then 
and  there  is  a  need  for  it  now.  In  the 
half  century  since  Ripley  unveiled  his 
report,  however,  relatively  little  has 
changed. 

A  120-page  bill  enacted  by  Con- 
gress earlier  this  year  is  the  most  re- 
cent effort  to  bring  U.S.  railroads  into 
the  late  20th  century.  It  speeds  up 
the  milk-train  pace  of  Interstate  Com- 
merce Commission  merger  and  aban- 
donment proceedings  and  makes  it 
tougher  for  competing  lines  or  dis- 
gruntled unions  to  sidetrack  such 
moves.  The  real  power  behind  the 
new  policy  is  money:  $1  bilhon  in 
loan  guarantees  and  $600  million  in 
federal  preferred  stock  financing. 


That's  where  Asaph  Hall  comes  in. 
As  head  of  the  Federal  Railroad  Ad- 
ministration, the  43-year-old  Dart- 
mouth MBA  is  charged  with  seeing 
that  these  government  funds  flow  in 
ways  that  make  sense,  in  ways  that 
help  the  strong  rather  than  preserve 
the  weak.  Says  Hall:  "Our  objective 
is  to  ehminate  duplicate  mainlines 
and  excess  facilities." 

Last  month— the  same  day  his  boss, 
Transportation  Secretary  William 
Coleman,  held  hearings  on  auto  air- 
bags— Hall  quiedy  released  a  thick, 
map-filled  study  that  is  a  virtual  blue- 
print for  a  streamlined  rail  industry. 
Culled  from  previously  secret  com- 
pany data,  it  measures  capacity  and 
utilization  of  8,000  key  segments  of 
the  nation's  200,000-mile  rail  net- 
work. One-fifth  of  that  mileage,  the 
FRA  reveals,  carries  67%  of  all  friMght; 
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million.  But  capital  spending  is  pro- 
jected at  about  $1  billion  over  the 
next  four  years.  Cash  flow  alone  might 
not  cover  that.  So  why  not  borrow? 

Continental  already  has  a  leveraged 
financial  structure;  but  with  debt  at 
only  about  32%  of  total  capital,  it  is  a 
comfortable  degree  of  leverage.  Con- 


Hatfield  and  Donahue  of  Continental  Group 


years  for  Continental  and  yet  even  in 
those  strong  years  its  combined  de- 
preciation and  earnings  after  divi- 
dends were  barely  sufficient  to  fi- 
nance its  capital  spending.  Given  the 
business  opportunities  that  lie  ahead, 
Hatfield  feels,  Continental  Group 
should  continue  to  spend  heavily; 
capital  spending  this  year  is  running 
even  with  last  year's  at  about  $200 


tinental  is  a  conservative  company 
and  would  not  like  to  increase  its 
debt  ratio.  That's  where  Richmond 
comes  in.  Richmond  has  close  to 
$300  million  in  equity  capital  and 
little  debt.  With  Richmond's  capital. 
Continental  could  comfortably  do 
some  extra  borrowing  without  stretch- 
ing its  debt  ratio. 

Moreover,   a  life  insurance  compa- 


ny—unless it  is  expanding  fast— does 
not  require  much  new  capital.  There- 
fore, after  putting  aside  reserves,  a 
portion  of  its  earnings  can  be  paid  out 
in  dividends  to  its  new  parent. 

The  man  who  handled  the  deal  for 
Continental  was  Donald  Donahue, 
who  joined  Continental  last  October 
from  the  presidency  of  Amax.  "The 
more  I  thought  about  it,"  says  Don- 
ahue, "the  more  I  became  convinced 
that  [Richmond]  was  the  best  means 
of  achieving  a  broader  capital  base. 
The  ideal  synergism  is  between  busi- 
nesses that  are  capital  intensive  .  .  . 
and  more  stable  businesses  that  have 
low  capital  requirements." 

Although  the  life  insurance  busi- 
ness grows  at  the  rate  of  8%  to  10%  in 
most  years,  Richmond's  Life  of  Vir- 
ginia premium  revenues  have  grown 
at  a  recent  rate  of  only  5%.  But  then, 
slow  growth  means  less  need  to  build 
reserves;  you  don't  fatten  a  milk  cow 
the  way  you  do  a  steer.  As  S.  Bruce 
Smart,  Continental  Group's  president, 
puts  it:  "I  think  growth  of  any  com- 
pany is  best  measured  by  the  rate  at 
which  it  adds  to  its  equity  base. 
Growth  is  not  necessarily  some  hot 
new  product." 

Quoting  a  friend  who  runs  a  con- 
glomerate. Smart  says:  "Every  once  in 
a  while  you  have  to  buy  a  bank." 

It  sounds  good.  But  will  it  work? 
Maybe,  but  $300  million  is  a  lot  of 
money  to  have  to  pay  for  a  so-so 
insurance  company.  No  matter  what 
the  synergism.   ■ 


Hall  of  FRA 
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another  third  handles  virtually  noth- 
ing. Carrier-by-carrier,  Hall's  report 
sets  up  six  categories  of  track— rang- 
ing from  essential  mainlines  to  can- 
didates for  abandonment. 

His  immediate  concern  is  11  "cor- 
ridors of  excess  capacity."  They  com- 
prise 22,500  miles  where  more  than 
two  lines  compete  directly  and  ca- 
pacity exceeds  traffic  flow  by  more 
than  50%.  (Examples:  Chicago-Kan- 
sas City,  Dallas-Houston.)  "These  are 
mainly  in  the  Granger  area  and  from 
Chicago  to  the  Gulf,"  Hall  explains. 
"If  the  railroads  have  another  crisis, 
that's  where  it  will  be."  The  report 
is  a  thinly  disguised  prod  to  the  rail- 
roads—and their  unions  and  customers 
—to  get  together  and  abandon  costly 
excess  capacity. 

Hall's  computer  printouts— man- 
dated by  Congress  and  now  being 
distributed  to  rail  managements  and 
shippers— tell  the  industry  where  its 
problems  are.  "If  the  railroads  are 
smart,"  Hall  says,  "they'll  arrange  on 
their  own  for  joint  use  or  mergers. 
We're  obviously  not  giving  anybody 
any  money  to  fix  up  his  track  until 


we  know  what  competitors  are  doing 
on  parallel  lines. 

"We're  hoping  for  a  private  enter- 
prise solution,"  concludes  Hall,  a 
veteran  of  12  years  at  Westinghouse. 
"That's  certainly  better  than  having 
the  Government  tell  the  industry  ex- 
actly what  to  do." 

Will  the  new  policy  go  the  way 
of  the  Ripley  report?  The  Penn  Cen- 
tral bankruptcy  brought  only  a  fed- 
erally assisted  Conrail  and  gradually 
diminishing  branch  line  subsidies— 
hardly  a  free  enterprise  solution.  In  a 
sense,  the  Feds  may  be  applying  the 
pressure  in  the  wrong  places  with 
their  new  policy.  Often  in  the  past, 
management  has  been  willing  to  make 
mergers  and  abandonments,  but 
trade-union  and  customer  pressure 
has  prevented  it.  Certainly  the  new 
policy  will  lessen  foot-dragging  by 
managements— but  how  about  the 
other  obstacles?  Unless  they  can  be 
removed— and  government  loans  may 
not  be  the  answer— the  overall  rail- 
road system  is  likely  to  continue  de- 
teriorating. And  creeping  nationali- 
zation—c    la    Conrail    will    spread.    ■ 
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Cannoneering 


Though  rebuffed  by  Cannon  Mills'  management, 

Charlie  Bluhdorn  went  away  happy.  But 

how  happy  are  Cannon's  smaller  stockholders? 


As  Engulf  &  Devour,  Charles  Bluh- 
dorn's  Gulf  &  Western  conglomerate 
is  the  target  of  some  good-natured 
ribbing  in  Mel  Brooks'  new  movie 
smash,  Silent  Movie,  but  the  truth  of 
the  matter  is  that  these  days  the  flam- 
boyant Austrian-bom  entrepreneur  is 
more  Ukely  to  engulf  than  devour. 
Take  the  Cannon  case— Cannon  Mills 
Co.,  that  is,  the  closely  held  (32%), 
fiercely  parochial  towel  and  textile 
company  in  Kannapolis,  N.C. 

Hard  hit  by  the  recession.  Cannon's 
sales  dipped  a  good  16%  in  the  first 
half  of  last  year,  and  by  then  Can- 
non's shares  had  already  dipped  in 
the  over-the-counter  market  to  the 
lowest  level  in  over  a  decade— close 
to  10,  as  against  26  in  early  1974. 
With  Cannon's  shares  selling  at  less 
than  half  their  book  value,  Bluh- 
dorn moved  in  and,  before  Cannon's 
boss,  Harold  P.  Hornaday,  knew  what 
was  happening,  picked  up  a  total  of 
362,800  shares,  or  4%  of  total. 

True  to  form,  Bluhdorn  sent  a  let- 


ter to  Hornaday  last  June  announcing 
that,  though  G&W  might  wish  to  en- 
gulf Cannon  Mills,  it  certainly  had 
no  intention  of  devouring  it.  True,  it 
was  proposing  to  make  a  tender  offer 
for  1.5  million  Cannon  Mills  shares, 
in  exchange  for  nearly  $50  million 
worth  of  G&W  debentures.  But  the 
offer  was  "for  investment  purposes 
only,"  and  G&W  intended  to  limit  its 
Cannon  holdings  to  20%.  What's  more, 
it  certainly  wouldn't  proceed  with  the 
offer  unless  it  had  Cannon's  support. 
Well,  Cannon's  directors  were  not 
about  to  support  an  offer  like  that. 
Not  with  their  jobs  possibly  at 
stake.  Not  with  the  prospect  of  an 
outsider  gaining  a  voice  in  the  affairs 
of  this  ingrown  company.  The  direc- 
tors' grounds  for  rebuffing  Bluhdorn 
were,  to  say  the  least,  feeble.  Can- 
non, they  said,  was  "worth  more" 
than  $23.50  per  share,  the  probable 
market  value  of  the  debentures.  Worth 
more  to  whom?  Certainly  not  to  the 
market,   where  the    going   price    was 


$18  a  share.  But  Bluhdorn,  not  wish- 
ing to  be  known  for  engineering  un- 
friendly takeovers,  went  away. 

Even  so.  Cannon's  directors  could 
not  sleep  easy.  There  was  still  that 
4%.  Perfectly  true,  in  the  past  Gulf 
&  Western  had  moved  in  and  out 
of  a  long  line  of  situations  that  it  la- 
beled for  investment  only— from  Pan 
American  World  Airways  to  Signal 
Cos.— but  it  had  moved  into  an  equal- 
ly long  bne  in  which  an  initial  stock 
interest  had  been  the  prelude  to  an 
eventual  takeover. 

So  last  month,  Hornaday  worked 
out  a  deal— subject  to  stockholder  ap- 
proval—to buy  back  G&W's  4%  inter- 
est for  $8  million-$22  a  share.  A 
good  20%  of  Cannon's  assets  were  liq- 
uid—$64  million  in  cash  and  securities 
at  last  report— so  that  money  posed 
no  problem.  And  the  truth  is,  as  G&W 
had  known  from  the  beginning,  even 
$25  a  share  was  well  below  Cannon's 
$29.22  a  share  book  value. 

Bluhdorn?  Well,  Gulf  &  Western 
stands  to  end  up  with  a  fat  capital 
gain  on  its  relatively  short-term  Can- 
non investment.  And  Cannon's  other 
minority  stockholders?  Their  shares 
recently  sold  for  just  $16.50  a  share 
over  the  counter.  A  good  many  might 
well  have  wished  that  Cannon's  di- 
rectors had  been  more  friendly  to 
Bluhdorn's  original  offer.   ■ 


Smaller  Is  Better 

it  took  Rorer  almost  ten  years  to  realize  that 
bigger  is  not  necessarily  better. 


Shareholders  of  Rorer- Amchem, 
Inc.  may  soon  find  that  the  smaller 
their  company  gets,  the  better  off 
they  are.  The  original  Rorer  company 
is  in  pharmaceuticals  and  is  best 
known  for  its  Maalox  stomach-pacify- 
ing products.  The  Amchem  division, 
on  the  other  hand,  is  in  agricultural 
chemicals,  with  Amiben  soybean  her- 
bicide as  its  best-known  product. 
Maalox  does  better  year  after  year. 
But  Amchem  has  had  a  series  of  ups 
and  downs.  As  a  consequence,  Rorer- 
Amchem  stock  recently  sold  at  20— 
ten  times  this  year's  probable  earn- 
ings, not  high  for  a  pharmaceutical 
company.  The  stock  is  at  just  50% 
of  its  1973  high. 

The  chief  reason  for  the  market's 
skepticism  seems  to  be  that  Amchem's 
soybean  herbicide  has  been  losing 
market  share  (from  31%  to  17%  since 
1969)  to  Monsanto,  Eh  Lilly  and  Bay- 
er A.G.  subsidiary  Chemagro. 

Now,  Rorer-Amchem  management 
has  come  up  with  a  neat  solution.  It 


has  made  a  deal  to  sell  the  Amchem 
division  to  Union  Carbide;  the  chem- 
ical giant,  unlike  Rorer-Amchem,  has 
the  money  to  compete  with  Monsanto 
and  Lilly.  If  stockholders  approve  the 
deal,  they  will  get  approximately 
$9.40  worth  of  Union  Carbide  stock 
for  every  share  they  hold.  They  will, 
of  course,  still  have  their  Rorer-Am- 
chem shares,  which,  at  the  present 
market,  will  be  worth  about  $11. 

Here's  the  arithmetic:  Last  year  the 
pharmaceutical  division  accounted  for 
64%  of  pretax  income.  Assuming  that 
the  proportion  of  aftertax  income  is 
about  the  same,  stockholders  will  own 
shares  that  should  show  earnings  of 
somewhere  around  $1.20  a  share  this 
year.  Thus  they  will  own  a  good  little 
pharmaceutical  stock  at  about  nine 
times  earnings.  Rid  of  the  onus  of  its 
faltering  chemical  division,  the  com- 
pany ought  to  get  a  higher  rating  in 
The  Street. 

Of  course,  the  new,  shrunken  Rorer 
will  lose  over  40%  of  its  sales   ($272 


million  in  1975),  but  on  an  equity 
basis  the  company  just  about  broke 
even  on  the  deal.  Its  balance  sheet 
will  be  almost  debt-free  and  it  will 
have  plenty  of  cash.  It  will  be  free 
to  expand  in  related  areas  where  the 
capital  demands  are  less  staggering, 
like  health-care  products  and  cosmet- 
ics, where  the  company  has  already 
staked  out  positions. 

The  founder's  son,  the  late  Gerald 
Rorer,  acquired  Amchem  in  1968  be- 
cause he  was  worried  that  his  com- 
pany was  too  dependent  on  a  single 
product,  Maalox.  However,  when  Ror- 
er died  last  February— and  it's  quite 
possible  the  divestiture  is  related  to 
that  event— Maalox  was  still  thriving 
while  Amchem  wavered.  According 
to  Chairman  John  Eckman,  Maalox 
outsold  the  popular  Alka-Seltzer  in  the 
U.S.  last  year.  Meanwhile,  the  com- 
pany has  piggybacked  Camalox  and 
Maalox  Plus  onto  the  Maalox  brand 
and  bought  a  number  of  small  com- 
panies. Before  the  merger,  Rorer 
earned  32%  on  invested  capital;  its 
profits  were  an  impressive  $8.6  mil- 
lion on  sales  of  $47  million.  By  it- 
self, Rorer  could  be  a  jewel  of  a 
company. 

It  proves  once  again  that  small  can 
be  beautiful,  that  bigger  isn't  neces- 
sarily better.   ■ 
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The  Coming  Explosion 

In  Capital  Spending 


The  question  isn't  "if/'  but  "when." 


I 


'-^^i^<3fq^ 


t  has  been  raining  for  eight  days 
straight  and  everything  is  drenched* 
including  your  spirits,  and  then  the 
sun  comes  out.  You  bask  in  the  sun- 
shine, but  you  don't  expect  it  to  last; 
you  tell  your  wife  that  you've  been 
wet  so  long  you  feel  like  a  frog.  A 
second  day  of  sunshine.  You  feel  a 
little  bit  better  now,  but  you  tell 
your  partner  it's  still  too  good  to  be 
true.  Somewhere  around  the  fourth 
sunny  day  when  the  grotmd  is  finally 
dry  and*  the  dampness  is  out  of  your 
bones  arid  the  newspapers  report  how 
it  was  the  wettest  August  for  years, 
then  you  believe  it.  Yes,  we're  in  for 
good  weather. 

You  feel  so  good  you  go  out  and 
buy  that  new  tennis  racket  you've 
wanted  for  a  long  time. 

For  businessmen,  it's  been  wet 
weather  for  years— except  that  busi- 
nessmen today  are  more  concerned 
with  the  human  climate,  with  how 
people  talk  and  act,  than  they  are 
with  the  physic^,  climate.  Business- 
men have  been  drenched  with  infla- 
tion, credit  squeezes,  unreasonable 
trade   unions,    an   unfriendly    govern- 


ment and  hostile  environmentalists. 
With  profits  too  low  to  justify  ex- 
pansion. With  Vietnam.  Watergate. 
Young  people  who  don't  mind  at 
all  that  a  rock  star  makes  $1  million 
a  year  find  it  "obscene"  that  the  pres- 
ident of  a  multibillion-dollar  corpora- 
tion makes  one-fourth  that.  Business- 
men are  blamed  for  all  the  ills  that 
aflBict  the  human  race. 

But  the  sun  shows  signs  of  break- 
ing through.  Corporate  profits  in  the 
first  quarter  of  1976  ran  at  an  annual- 
ized $80-billion  rate— up  35%  in  real 
terms  over  the  first  quarter  of  1975 
{see  chart,  p.  36).  Money,  though 
still  expensive,  is  no  longer  hard  to 
get.  Inflation  is  down  and  staying 
down.  The  human  climate  for  busi- 
ness is  much  better,  too.  Just  a  few 
examples: 

•  Goveniment  spending  is  losing  its 
allure  for  most  people.  Both  Demo- 
cratic and  Republican  presidential 
candidates  attack  big  government  and 
big  deficits.  The  Democratic  candi- 
date—Democratic!— says  he  is  against 
double  taxation  of  dividends;  he  also 
says  that  business,   not   government. 


should  provide  needed  jobs.  Rhetoric 
this  may  be,  but  rhetoric  is  significant. 

•  The  public  is  beginning  to  under- 
stand that  consumerism  and  environ- 
mentalism  have  a  price— and  that,  in 
the  end,  the  public  must  pay  it. 
Matinee  idol  Robert  Redford  was  hung 
in  effigy  in  Kanab,  Utah  for  his  role 
in  blocking  plans  for  a  huge  coal- 
fired  electrical  generating  plant  to  be 
built  in  the  nearby  Kaiparowits  Pla- 
teau. Unlike  Redford,  who  already 
has  a  good  job,  the  townspeople  were 
willing  to  put  up  with  some  soot  for 
the  sake  of  jobs.  In  California  a  tricky 
antinuclear  propaganda  campaign 
failed  to  persuade  that  state's  voters 
to  put  an  effective  ban  on  nuclear 
construction. 

•  Campus  recruiters,  harassed  only 
a  few  years  ago,  are  extremely  popu- 
lar. Study  and  get  ahead  is  the  pre- 
vailing campus  mood  today. 

•  Inflation  is  not  dead,  but  nei- 
ther is  it  the  ogre  it  was  a  year  and 
more  ago. 

•  The  United  States  is  becoming 
something  of  an  island  of  stability  in 
a  troubled  world.  Capital  is  pouring 
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Cannoneering 


Though  rebuffed  by  Cannon  Mills'  management, 

Charlie  Bluhdorn  went  away  happy.  But 

how  happy  are  Cannon's  smaller  stockholders? 


As  Engulf  &  DEVoxm,  Charles  Bluh- 
dorn's  Gulf  &  Western  conglomerate 
is  the  target  of  some  good-natured 
ribbing  in  Mel  Brooks'  new  movie 
smash,  Silent  Movie,  but  the  truth  of 
the  matter  is  that  these  days  the  flam- 
boyant Austrian-bom  entrepreneur  is 
more  likely  to  engulf  than  devour. 
Take  the  Cannon  case— Cannon  Mills 
Co.,  that  is,  the  closely  held  (32%), 
fiercely  parochial  towel  and  textile 
company  in  Kannapolis,  N.C. 

Hard  hit  by  the  recession.  Cannon's 
sales  dipped  a  good  16%  in  the  first 
half  of  last  year,  and  by  then  Can- 
non's shares  had  already  dipped  in 
the  over-the-counter  market  to  the 
lowest  level  in  over  a  decade— close 
to  10,  as  against  26  in  early  1974. 
With  Cannon's  shares  selling  at  less 
than  half  their  book  value,  Bluh- 
dorn moved  in  and,  before  Cannon's 
boss,  Harold  P.  Hornaday,  knew  what 
was  happening,  picked  up  a  total  of 
362,800  shares,  or  4%  of  total. 

True  to  form,  Bluhdorn  sent  a  let- 


ter to  Hornaday  last  June  announcing 
that,  though  G&W  might  wish  to  en- 
gulf Cannon  Mills,  it  certainly  had 
no  intention  of  devouring  it.  True,  it 
was  proposing  to  make  a  tender  offer 
for  1.5  million  Cannon  Mills  shares, 
in  exchange  for  nearly  $50  million 
worth  of  G&W  debentures.  But  the 
offer  was  "for  investment  purposes 
only,"  and  G&W  intended  to  limit  its 
Cannon  holdings  to  20%.  What's  more, 
it  certainly  wouldn't  proceed  with  the 
offer  unless  it  had  Cannon's  support. 
Well,  Cannon's  directors  were  not 
about  to  support  an  offer  like  that. 
Not  with  their  jobs  possibly  at 
stake.  Not  with  the  prospect  of  an 
outsider  gaining  a  voice  in  the  affaiis 
of  this  ingrown  company.  The  direc- 
tors' grounds  for  rebuffing  Bluhdorn 
were,  to  say  the  least,  feeble.  Can- 
non, they  said,  was  "worth  more" 
than  $23.50  per  share,  the  probable 
market  value  of  the  debentures.  Worth 
more  to  whom?  Certainly  not  to  the 
market,   where  the    going   price   was 


$18  a  share.  But  Bluhdorn,  not  wish- 
ing to  be  known  for  engineering  un- 
friendly takeovers,  went  away. 

Even  so.  Cannon's  directors  could 
not  sleep  easy.  There  was  still  that 
4%.  Perfectly  true,  in  the  past  Gulf 
&  Western  had  moved  in  and  out 
of  a  long  line  of  situations  that  it  la- 
beled for  investment  only— from  Pan 
American  World  Airways  to  Signal 
Cos.— but  it  had  moved  into  an  equal- 
ly long  line  in  which  an  initial  stock 
interest  had  been  the  prelude  to  an 
eventual  takeover. 

So  last  month,  Hornaday  worked 
out  a  deal— subject  to  stockholder  ap- 
proval—to buy  back  G&W's  4%  inter- 
est for  $8  million-$22  a  share.  A 
good  20%  of  Cannon's  assets  were  liq- 
uid—$64  milUon  in  cash  and  securities 
at  last  report— so  that  money  posed 
no  problem.  And  the  truth  is,  as  G&W 
had  known  from  the  beginning,  even 
$25  a  share  was  well  below  Cannon's 
$29.22  a  share  book  value. 

Bluhdorn?  Well,  Gulf  &  Western 
stands  to  end  up  with  a  fat  capital 
gain  on  its  relatively  short-term  Can- 
non investment.  And  Cannon's  other 
minority  stockholders?  Their  shares 
recently  sold  for  just  $16.50  a  share 
over  the  coimter.  A  good  many  might 
well  have  wished  that  Cannon's  di- 
rectors had  been  more  friendly  to 
Bluhdorn's  original  offer.   ■ 


Smaller  Is  Better 

it  took  Rorer  almost  ten  years  to  realize  that 
bigger  is  not  necessarily  better. 


Shareholders  of  Rorer- Amchem, 
Inc.  may  soon  find  that  the  smaller 
their  company  gets,  the  better  off 
they  are.  The  original  Rorer  company 
is  in  pharmaceuticals  and  is  best 
known  for  its  Maalox  stomach-pacify- 
ing products.  The  Amchem  division, 
on  the  other  hand,  is  in  agricultural 
chemicals,  with  Amiben  soybean  her- 
bicide as  its  best-known  product. 
Maalox  does  better  year  after  year. 
But  Amchem  has  had  a  series  of  ups 
and  downs.  As  a  consequence,  Rorer- 
Amchem  stock  recently  sold  at  20— 
ten  times  this  year's  probable  earn- 
ings, not  high  for  a  pharmaceutical 
company.  The  stock  is  at  just  50% 
of  its  1973  high. 

The  chief  reason  for  the  market's 
skepticism  seems  to  be  that  Amchem's 
soybean  herbicide  has  been  losing 
market  share  (from  31%  to  17%  since 
1969)  to  Monsanto,  Eli  Lilly  and  Bay- 
er A.G.  subsidiary  Chemagro. 

Now,  Rorer-Amchem  management 
has  come  up  with  a  neat  solution.  It 


has  made  a  deal  to  sell  the  Amchem 
division  to  Union  Carbide;  the  chem- 
ical giant,  unlike  Rorer-Amchem,  has 
the  money  to  compete  with  Monsanto 
and  Lilly.  If  stockholders  approve  the 
deal,  they  will  get  approximately 
$9.40  worth  of  Union  Carbide  stock 
for  every  share  they  hold.  They  will, 
of  course,  still  have  their  Rorer-Am- 
chem shares,  which,  at  the  present 
market,  will  be  worth  about  $11. 

Here's  the  arithmetic:  Last  year  the 
pharmaceutical  division  accounted  for 
64%  of  pretax  income.  Assuming  that 
the  proportion  of  aftertax  income  is 
about  the  same,  stockholders  will  own 
shares  that  should  show  earnings  of 
somewhere  around  $1.20  a  share  this 
year.  Thus  they  will  own  a  good  little 
pharmaceutical  stock  at  about  nine 
times  earnings.  Rid  of  the  onus  of  its 
faltering  chemical  division,  the  com- 
pany ought  to  get  a  higher  rating  in 
The  Street. 

Of  course,  the  new,  shrunken  Rorer 
will  lose  over  40%  of  its  sales   ($272 


million  in  1975),  but  on  an  equity 
basis  the  company  just  about  broke 
even  on  the  deal.  Its  balance  sheet 
will  be  almost  debt-free  and  it  will 
have  plenty  of  cash.  It  will  be  free 
to  expand  in  related  areas  where  the 
capital  demands  are  less  staggering, 
like  health-care  products  and  cosmet- 
ics, where  the  company  has  already 
staked  out  positions. 

The  founder's  son,  the  late  Gerald 
Rorer,  acquired  Amchem  in  1968  be- 
cause he  was  worried  that  his  com- 
pany was  too  dependent  on  a  single 
product,  Maalox.  However,  when  Ror- 
er died  last  February— and  it's  quite 
possible  the  divestiture  is  related  to 
that  event— Maalox  was  still  thriving 
while  Amchem  wavered.  According 
to  Chairman  John  Eckman,  Maalox 
outsold  the  popular  Alka-Scltzer  in  the 
U.S.  last  year.  Meanwhile,  the  com- 
pany has  piggybacked  Camalox  and 
Maalox  Plus  onto  the  Maalox  brand 
and  bought  a  number  of  small  com- 
panies. Before  the  merger,  Rorer 
earned  32%  on  invested  capital;  its 
profits  were  an  impressive  $8.6  mil- 
lion on  sales  of  $47  million.  By  it- 
self, Rorer  could  be  a  jewel  of  a 
company. 

It  proves  once  again  that  small  can 
he  beautiful,  that  bigger  isn't  neces- 
sarily better.   ■ 
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The  Coming  Explosion 

In  Capital  Spending 


The  question  isn't  "if/'  but  "when. 


I 


// 


---'^^^fey' 


t  has  been  raining  for  eight  days 
straight  and  everything  is  drenched* 
including  your  spirits,  and  then  the 
sun  comes  out.  You  bask  in  the  sun- 
shine, but  you  don't  expect  it  to  last; 
you  tell  your  wife  that  you've  been 
wet  so  long  you  feel  bke  a  frog.  A 
second  day  of  sunshine.  You  feel  a 
little  bit  better  now,  but  you  tell 
your  partner  it's  still  too  good  to  be 
true.  Somewhere  around  the  fourth 
sunny  day  when  the  ground  is  finally 
dry  and 'the  dampness  is  out  of  your 
bones  arid  the  newspapers  report  how 
it  was  the  wettest  August  for  years, 
then  you  believe  it.  Yes,  we're  in  for 
good  weather. 

You  feel  so  good  you  go  out  and 
buy  that  new  tennis  racket  you've 
wanted  for  a  long  time. 

For  businessmen,  it's  been  wet 
weather  for  years— except  that  busi- 
nessmen today  are  more  concerned 
with  the  human  climate,  with  how 
people  talk  and  act,  than  they  are 
with  the  physic^,  climate.  Business- 
men have  been  drenched  with  infla- 
tion, credit  squeezes,  unreasonable 
trade   unions,    an   unfriendly   govern- 


ment and  hostile  environmentalists. 
With  profits  too  low  to  justify  ex- 
pansion. With  Vietnam.  Watergate. 
Young  people  who  don't  mind  at 
all  that  a  rock  star  makes  $1  million 
a  year  find  it  "obscene"  that  the  pres- 
ident of  a  multibillion-dollar  corpora- 
tion makes  one-fourth  that.  Business- 
men are  blamed  for  all  the  ills  that 
afflict  the  human  race. 

But  the  sun  shows  signs  of  break- 
ing through.  Corporate  profits  in  the 
first  quarter  of  1976  ran  at  an  annual- 
ized $80-billion  rate— up  35%  in  real 
terms  over  the  first  quarter  of  1975 
(see  chart,  p.  36).  Money,  though 
still  expensive,  is  no  longer  hard  to 
get.  Inflation  is  down  and  staying 
down.  The  human  climate  for  busi- 
ness is  much  better,  too.  Just  a  few 
examples: 

•  Government  spending  is  losing  its 
allure  for  most  people.  Both  Demo- 
cratic and  Republican  presidential 
candidates  attack  big  government  and 
big  deficits.  The  Democratic  candi- 
date—Democratic!— says  he  is  against 
double  taxation  of  dividends;  he  also 
says   that  business,   not   goverrmient. 


should  provide  needed  jobs.  Rhetoric 
this  may  be,  but  rhetoric  is  significant. 

•  The  public  is  beginning  to  under- 
stand that  consumerism  and  environ- 
mentalism  have  a  price— and  that,  in 
the  end,  the  public  must  pay  it. 
Matinee  idol  Robert  Redford  was  hung 
in  effigy  in  Kanab,  Utah  for  his  role 
in  blocking  plans  for  a  huge  coal- 
fired  electrical  generating  plant  to  be 
built  in  the  nearby  Kaiparowits  Pla- 
teau. Unlike  Redford,  who  already 
has  a  good  job,  the  townspeople  were 
willing  to  put  up  with  some  soot  for 
the  sake  of  jobs.  In  California  a  tricky 
antinuclear  propaganda  campaign 
failed  to  persuade  that  state's  voters 
to  put  an  effective  ban  on  nuclear 
construction. 

•  Campus  recruiters,  harassed  only 
a  few  years  ago,  are  extremely  popu- 
lar. Study  and  get  ahead  is  the  pre- 
vailing campus  mood  today. 

•  Inflation  is  not  dead,  but  nei- 
ther is  it  the  ogre  it  was  a  year  and 
more  ago. 

•  The  United  States  is  becoming 
something  of  an  island  of  stability  in 
a  troubled  world.  Capital  is  pouring 
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Democratic  presidents  and  capital 
spending  booms  can  mix.  They  did 
with  John  Kennedy,  under  whose  ad- 
ministration business  invested  heavily. 


in,  particularly  from  European  na- 
tions where  Communist  gains  in  gov- 
ernment scare  the  well-to-do.  After 
twenty  years  during  which  the  Com- 
munist bloc  nations  seemed— at  least 
superficially— to  be  islands  of  stability, 
there  are  indications  of  profound  trou- 
ble in  Poland,  Czechoslovakia  and 
the  Soviet  Union  itself. 

•  There  are  signs,  not  only  in  the 
U.S.  but  elsewhere  as  well,  that  the 
politicians  are  beginning  to  under- 
stand that  they  cannot  tax  and  redis- 
tribute income  unless  somebody  pro- 
duces it  first.  Charls  Walker,  the  for- 
mer deputy  secretary  of  the  U.S. 
Treasury  who  now  lobbies  on  behalf 
of  business  in  Congress,  says:  "That 
antibusiness  shoot  out  in  the  Senate 
over  the  past  two  months  is  prob- 
ably the  turning  point  in  our  efforts 
to  get  the  tax  system  tilted  back  to- 
ward encom'aging  investment.  We 
are  beginning  to  convince  these  con- 
gressmen that  capital  formation  is  a 
means  of  creating  jobs,  not  a  ripoff 
for  businessmen." 

Walker  doesn't  claim  that  the  mil- 
lennium has  come,  but  says  he:  "This 
year  we  stopped  the  opposition.  Now 
we  need  to  start  moving  in  the  other 
direction.  There's  still  a  political  block 
against  reducing  the  corporate  tax 
rate,  but  steps  toward  integiating 
business  and  individual  taxes  [i.e.,  sin- 
gle taxation  of  dividends]  and  modify- 
ing depreciation  schedules  might  be 
do-able." 

So,,  are  businessmen  rushing  out  to 
buy  tennis  rackets? 

Some  say  yes.  Some  say  no.  There's 
a  lively  debate  going  on.  Only  last 
week  Business  Week  magazine  ex- 
plained to  its  readers  that  a  capital- 
spending  boom  was  unbkely.  Why? 
Not  enough  capital.   Almost  simulta- 


neously, however,  The  Wall  Street 
Journal  came  out  with  a  different 
view:  "The  long-awaited  surge  of 
business  spending  on  new  plants  and 
equipment  appears  to  be  under  way." 
Why  the  disagreement?  How  can 
intelligent  people  look  at  the  same 
facts  and  figures  and  come  to  opposite 
conclusions?  Go  back  to  our  weath- 
er metaphor.  Our 
metaphorical  busi- 
nessman didn't  buy 
the  tennis  racket 
on  the  first  sunny 
day;  he  bought  it 
on  the  fourth  sun- 
ny day.  In  short, 
big  business  is  en- 
couraged by,  but 
not  yet  convinced  of,  the  changing  at- 
mosphere. Those  who  are  pessimistic 
about  capital  spending  are  reflecting 
yesterday's  mood— all  that  rainy 
weather.  Forbes  talked  with  scores 
of  top  businessmen.  We  found  a  com- 
mon refrain: 

Du  Pont  Chairman  Irving  Shapiro: 
"Everybody  got  burned  badly  in  the 
recession.  The  pain  was  enormous.  It 
was  like  the  Thirties.  So  now  every- 
one is  being  cautious  and  selective 
in  making  capital  spending  and  ex- 
pansion decisions." 

Dana  Corp.  President  G.B.  Mitch- 
ell: "Some  businessmen  used  to  have 
an  instinctive  reaction  against  big  cap- 
ital programs  because  of  their  Depres- 
sion experience.  The  expression  we 
used  for  guys  like  that  was  'Depres- 
sion babies.'  Well,  we're  all  Depres- 
sion babies  now." 

Joy  Manufacturing  Co.  President 
Andre  R.  Horn:  "People  are  worried 
that  if  inflation  has  been  institution- 
alized at  the  5%  or  6%  level  in  an 
economy  with  the  brakes  on,  what's 
going  to  happen  if  the  economy  takes 
off?  It  becomes  very  difficult  to  be 
confident  about  long-term  capital 
spending  plans  if  you're  not  reasonably 
certain  what  inflation  will  be." 

Two  Of  Three 

But  then  Joy's  Horn  adds:  "To  have 
a  capital  expansion  boom,  you  must 
have  three  things:  demand  for  your 
products,  the  abibty  to  finance  the 
expansion  and  confidence.  Most  busi- 
nesses now  have  the  first  two.  But 
we  still  lack  the  confidence." 

In  other  words,  we're  dry  now,  but 
we  aren't  yet  convinced  that  it  won't 
start  pouring  again. 

Forbes  sees  signs  that  the  confi- 
dence is  inching  back  and  will  begin 
to  feed  upon  itself.  As  Hercules  Inc.'s 
President  Werner  C.  Brown  says: 
"When  one  guy  gets  in  the  water  and 
proves  that  it's  not  too  cold  after  all, 
well,  then  pretty  soon  everybody  is 
in  the  water." 


There  are  already  plenty  of  toes 
and  fingers  in  the  water:  Mitchell's 
Dana  Corp.  is  boosting  its  spending 
36%  this  year,  to  $75  million.  Stauffer 
Chemical's  1977  budget  is  more  than 
double  its  1974  level  and  more  than 
four  times  its  early  1970s'  rates.  Sev- 
eral steel  companies  are  spending 
heavily;  so  are  the  carmakers. 

^  Reflecting  the  caution  voiced  by 
du  Pont's  Shapiro  and  others,  overall 
capital  spending  is  still  climbing 
quite  slowly— but  it  seems  to  be  gain- 
ing momentum.  The  Commerce  De- 
partment projects  that  business  spend- 
ing on  plant  and  equipment  will  hit 
$121  billion  this  year,  7.4%  better 
than  in  1975  but  still  6%  below  1974 
in  constant  dollars.  However,  ma- 
chine tool  orders,  a  leading  indicator 
in  capital  goods,  are  up  71%  so  far 
this  year— even  stronger  than  the  kind 
of  gains  they  were  making  in  1971 
when  the  last  capital  goods  boom 
was  getting  under  way.  Meanwhile, 
the  Federal  Reserve  Board's  index  of 
business  equipment  production,  at  135 
in  the  first  quarter,  is  closing  fast  on  its 

1974  peak  of  145. 

The  detractors  tend  to  disparage 
these  numbers.  This,  they  say,  isn't 
real  expansion.  It's  just  spending  for 
modernization,  for  pollution  control, 
for  safety,  for  replacing  obsolete 
plant,  for  saving  on  energy  and  labor 
costs.  It's  not  providing  the  extra  ca- 
pacity needed  to  supply  a  growing 
population  and  a  rising  standard  of 
living.  For  example,  General  Motors 
is  spending  $3  billion  this  year,  dou- 
ble its  outlays  in  1974  and  1975,  but 
little  is  going  toward  increasing  ca- 
pacity. CM  is  working  on  reducing  its 
air  conditioner  parts.  Chrysler  has 
eliminated  6,000  parts  from  its  auto 
lines  and  will  eliminate  a  further  4,500 
by  1980.  Each  part  standardized  or 
eliminated  requires  new  machine 
tools.  Of  Ford's  $1.4-billion  1977  cap- 
ital budget,  barely  half  is  going  to- 
ward capacity  expansion,  the  rest  for 
specialty  tools.  Says  Burrie  Otis,  vice 
president  in  the  architectural  engi- 
neering firm  of  Samborn,  Steketee, 
Otis  &  Evans:  "Our  customers  seem 
more  interested  in  remodeling  than  in 
building." 

Back  to  the  automobile  industry:  A 
federal  law  requires  safer  cars.  An- 
other, aimed  at  saving  on  imported 
oil,  requires  that  all  new  cars  get, 
on  average,  27  miles  per  gallon   by 

1985.  The  only  way  to  achieve  that 
is  through  weight  reduction;  it  takes 
400  pounds  of  slimming  down  to 
get  an  extra  mile  per  gallon.  "There  is 
only  one  way  out  of  the  bind,"  says 
Chester  Devenow,  chairman  of  Shel- 
ler-Globe,  a  major  auto  parts  supplier 
and  bus  manufacturer,  and  that  is 
through     new     materials:    aluminum, 
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fiberglass,  plastics,  rubber.  This  will 
require  massive  capital  expenditures 
for  all  sorts  of  new  equipment." 

This  kind  of  spending,  while  jt 
eventually  frees  resources  for  use  else- 
where, does  not  in  itself  help  solve 
the  problem  of  long-term  supply  of 
industrial  materials.  Ask  most  busi- 
nessmen what  they  see  ahead  for  the 
economy  and  they'll  answer:  stepped- 
up  inflation.  Ask  them  why,  and  many 
will  reply:  We'll  soon  be  short  of 
steel,  aluminum,  some  chemicals;  and 
their  prices  will  start  to  soar. 

Says  U.S.  Steel  President  David 
Roderick:  "The  steel  industry  will 
ship  105  million  to  107  million  tons 
next  year.  At  105  million  tons  we'll 
be  operating  at  an  average  capability 
of  95%.  At  certain  times  we'll  be 
pretty  close  to  peak  capability." 
Dana's  Mitchell:  "I'm  pretty  worried 
about  getting  steel  next  year."  That's 
for  1977— and  1978  could  easily  be 
even  tighter  should  the  economy  con- 
tinue to  pick  up.  Aluminum  Co.  of 
America's  Vice  President  James  Wirth 
says:  "There  isn't  much  cushion  in 
our  industry." 

Unreliable  Numbers 

Is  U.S.  industrial  capacity  insuf- 
ficient to  supply  a  growing  economy? 

The  available  figures  are  not  very 
reliable.  At  the  peak  of  the  1973-74 
boom,  Commerce  Department  surveys 
said  that  overall  capacity  utilization 
was  only  86%;  the  Federal  Reserve 
Board  said  83%— there  was  capacity  to 
spare.  But  in  the  real  world  there 
were  severe  shortages,  and  many  in- 
dustries were  operating  beyond  their 
most  efficient  rate.  As  Federal  Re^ 
serve  Board  Governor  Henry  C.  Wal- 
lich  puts  it:  "No  one  really  knows 
what  full  capacity  is."  This  is  not  a 
mere  point  of  theory.  Candidate  Jim- 
my Carter  and  his  advisers  seem  to  be 
basing  their  economic  platform  of  full 
employment  on  the  assumption  that  it 
is  safe  to  stimulate  the  economy  be- 
cause there  is  plenty  of  extra  indus- 
trial capacity.  But  the  capacity  may 
not  be  there.  If  it  isn't,  stimulus  can 
only  lead  to  inflation. 

Gary  Wenglowski,  the  very  bright 
director  of  economic  research  for  Gold- 
man Sachs,  estimates  that  real  indus- 
trial capacity  grew  at  just  2.5%  a  year 
during  1974  and  1975.  If  Wenglow- 
ski is  correct,  and  the  economy  con- 
tinues its  gradual  pickup,  we  could 
easily  be  hack  to  the  1973-74  short- 
age situation  sometime  in  1978— soon- 
er if  we  get  a  wave  of  hoarding  and 
inventory  building. 

When  Democratic  candidate  Car- 
ter speaks  of  the  need  for  business, 
rather  than  government,  to  provide 
jobs,  he  is  recognizing  what  his  party 
has   frequently   failed   to   recognize— 


Pittsburgh  (above)  rebuilt  its  down- 
town Golden  Triangle  in  the  1950s; 
now,  its  bridges  need  work.  In  New 
York,  an  elevated  highway  literally 
crumbled  under  traffic,  is  now  closed. 


Railroads  are  only  one  area  where  the  U.S.  badly  needs  new  plant  and  equip- 
ment. It  takes  consumer  goods  to  provide  a  comfortable  standard  of  living, 
but  you  can't  keep  the  consumer  goods  flowing  without  massive  and 
continuous  investment  in  transportation,  plant  and  equipment. 
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namely,  that  additional  government 
spending  \\ould  be  a  drag  on  the 
economy  whereas  private  employment 
is  not.  But  business  cannot  provide 
the  jobs  unless  it  spends  heavily  on 
productive  investment.  This  fact  re- 
sponsible businessmen  understand 
very  well,  and  it  is  going  to  push 
them— sooner  or  later— to  overcome 
their  doubts  and  fears  about  expan- 
sion. As  du  Font's  Shapiro  puts  it: 
"Industry  is  supposed  to  provide  jobs, 
not  just  products.  And  if  we  don't 
do  it,  you  have  to  expect  pressures 
will  be  such  that  something  will  give. 
You  can't  solve  the  job  problem  sim- 
ply by  filling  up  existing  plants.  You've 
got  to  create  new  jobs  for  all  those 
new  people  entering  the  workforce 
each  year." 

As  for  government,  it  is  going  to  be 
hard  pressed  just  to  do  what  it  is  al- 
ready supposed  to  do— without  think- 
ing of  new  job  programs.  Pittsburgh 
and  San  Francisco  are  having  trou- 
ble with  old  bridges,  for  example.  Ur- 
ban Institute  Director  George  Peter- 
son points  to  studies  predicting  as 
much  as  $60  billion  in  capital  spend- 
ing a  year  by  state  and  local  govern- 
ments in  1980.  This  suggests  a  pres- 
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This  slogan  made  sense  in  its  time 
—the  Thirties.  But  a  better  slogan  for 
today  would  be:  Invest  some  money; 
you'll  provide  a  permanent  job  for 
some  young  man.  In  the  Thirties, 
the  problem  was  slack  demand,  idle 
factories.  Now,  although  unemploy- 
ment is  a  continuing  worry,  the  bigger 
problem  is  an  impending  shortage 
of  plant  and  equipment. 
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sure  against  costly  new  social  spend- 
ing in  order  to  free  up  tax  money 
for  capital  improvements,  but  in  ad- 
dition it  presumes  an  even  greater 
demand  for  construction  and  for  raw 
materials. 

The  one  thing  clear  then  is  that, 
short  of  another  recession,  we  are  only 
a  few  years  away  from  serious  short- 
ages, and  perhaps  much  higher  prices, 
(5f  many  industrial  materials. 

Unless,  of  course,  business  greatly 
steps  up  capital  spending.  Will  it? 
We're  not  talking  about  a  mere  pick- 
up, but  a  real  boom.  The  kind  of 
thing  that  could  easily  spend  $150 
billion  by  1978. 

Forbes  thinks  the  answer  is  yes, 
business  will  step  up  capital  spending 
based  on  a  profound  change  for  the 
better  in  the  human  and  economic 
climate  for  business.  Businessmen  are 
starting  to  perceive  this.  They  are 
starting  to  feel  better  about  the  cli- 
mate, but  the  full  implication  has  yet 
to  dawn  on  them. 

There  remains,  of  course,  that  very 
vexing  question  about  the  availability 
of  capital.  Will  Congress,  the  trade 
unions,  the  consumerists  permit  busi- 
ness to  accumulate  the  profits  it 
needs  to  finance  the  expansion?  Is 
there,  in  other  words,  a  worldwide 
"capital  shortage"?  Is  the  money  lack- 
ing to  expand  industry  and  modernize 
it?  Will  greedy  consumers  and  end- 
less government  programs  gobble  up 
the  money  that  ought  to  go  into  ma- 
chinery, plant  and  mines? 

Misconceived  Concept 

A  hardheaded  businessman  like 
Citicorp  Chairman  Walter  Wriston  ar- 
gues that  the  whole  idea  of  capital 
shortage  is  a  fallacy.  Said  he  in  an  im- 
portant speech  two  years  ago:  "The 
projected  'capital  gap'  is  a  concept 
built  upon  a  misconception.  Each  of 
us  in  our  business  has  a  list  of  capital 
projects  .  .  .  The  aggregate  total  of  all 
these  .  .  .  lists  .  .  .  always  exceeds  our 
corporate  resources  .  .  .  The  real  ques- 
tion regarding  capital  fonnation  ...  is 
not  the  amount  available  .  .  .  but  rath- 
er what  is  its  purpose."  If  we  are 
right  about  the  changing  social  and 
political  environment,  there  is  every 
reason  to  believe  that  capital  will 
again  begin  flowing  toward  industry 
rather  than  entirely  toward  govern- 
ment and  the  consinner— providing, 
of  course,  that  inflation  continues  to 
come  under  control.  The  huge  rise  in 
real  corporate  profits  this  year  shows 
which  way  the  trend  is  going. 

Northwestern  University  economist 
Robert  Eisner  says  much  the  same 
thing  Wriston  does:  "The  argument 
[that  there  is  a  capital  shortage] 
usually  involves  some  people  sitting 
down  and  saying  this  is  the  amount 
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If  yoi^  looking  for  a  transnational  bank, 
come  to  the  Pyramid. 


The  Bankers  Trust  Pyramid  is  virtually 
everywhere.  We  have  offices  in  47  key 
cities  on  6  continents  and  a  network  of 
1,700  correspondents  in  119  countries. 

But  being  transnational— that  is,  able 
to  conduct  business  beyond  national 
boundaries— is  not  as  important  as  how 
well  we  conduct  business.  We  pride  our- 
selves on  being  skilled  professionals, 
with  over  60  years  of  experience  in  inter- 
national banking  to  draw  from. 

It  would  be  fairly  difficult  to  exhaust 
our  international  services.  They  range 
from  complicated  loan  syndications, 
overseas  private  placements  and  trade 
financings,  through  foreign  exchange 
and  cash  and  Eurocurrency  manage- 
ment, to  routine  remittances  via  air 
freight. 

Our  bankers  are  prepared  for  the  most 
intricate  and  demanding  projects.  (A 
case  in  point  might  be  one  involving  a 
transnational  company,  a  developing 
country,  several  government  agencies 
and  multiple  currencies.) 

This  is  why  so  many  companies  come 
to  us  for  so  many  diff'erent  types  of 
financing— a  Yugoslavian  nickel  mine, 
for  example,  or  an  American  company 
building  tractors  in  Germany  for  Turkish 
farmers,  or  a  North  Sea  oil  exploration 
project,  or  an  American  company 
exporting  grain  throughout  the  world. 

Wherever  you  see  tne  Bankers  Trust 
Pyramid,  you  re  dealing  with  a  full  serv- 
ice bank  in  the  fullest  sense  of  the  word, 
with  the  capacity  to  raise,  lend  and  man- 
age money  worldwide. 

Whatever  your  needs, 
a  visit  to  the  Pyramid 
can  be  a  rewarding 
experience. 

Bankers  

Trust  Company 

Member  Federal  Deposit  Insurance  Corporation 
©  Bankers  Trust  Company 


New  York,  London,  Birmingham, 
Milan,  Paris,  Tokyo,  Singapore  and  Nas- 
sau. Intemationail  Bankmg  Subsidiaries 
in  Chicago,  Houston,  Los  Angeles  and 
Miami.  Affiliated  Institutions  in  Toronto, 
Brussels,  London,  Frankfurt,  Rome, 
Zurich,  Panama  City,  Buenos  Aires, 
Sydney,  Hong  Kong  and  Bangkok.  Rep- 
resentative Offices  in  Chicago,  Houston, 
Los  Angeles,  San  Francisco,  Toronto, 
Manchester,  Brussels,  Copenhagen, 
Madrid,  Rome,  Mexico  City,  Bogota, 
Buenos  Aires,  Caracas,  Rio  de  Janeiro, 
Sao  Paulo,  Lagos,  Tunis,  Beirut,  Tehran, 
Hong  Kong,  Jakarta,  Manila,  Seoul, 
Sydney  andTaipei. 


Any  businessman  who  demands 
a  lot  from  himself  is  not  about 
to  accept  less  from  an  airline. 


You  run  your  business  like  a  business.  And 
we  run  Swissair  the  same  way.  We  know 
that  we  have  to  keep  the  promises  we  make, 
or  our  customers  won't  be  our  customers  for 
very  long.  And  that's  no  way  to  run  a  business. 
The  demanding  business  traveller  flies  with 
us  because  he  knows  we're  going  to  meet  his 
demands.  It's  as  simple  as  that. 

We  take  him  where  he  does  business. 

If  we  couldn't  offer  a  businessman  the  best 
services,  convenient  connections,  and  a  com- 
plete choice  of  destinations,  he  wouldn't  fly  us. 
But  business  travellers  from  all  over  the  world 
do  fly  us.  For  some  very  businesslike  reasons. 
Like  the  fact  that  we  can  take  the  business 
traveller  to  over  80%  of  the  world's  population. 


To  87  cities  in  63  countries  on  5  continents. 
At  convenient  times.  And  often. 

He  has  special  needs  in  the  air. 

The  business  traveller  demands  prompt 
attention  to  his  needs,  whether  he's  flying  to 
Abu  Dhabi  or  New  York.  They  may  be  little 
things  like  a  current  magazine,  or  something 
more  significant  like  a  salt-free  dinner.  When 
he  flies  Swissair  he  knows  that  if  something 
is  important  to  him,  it's  important  to  us. 

He  has  special  needs  on  the  ground. 

That  limousine  in  Johannesburg  better  be 
waiting.  That  conference  room  in  Zurich  has 
to  be  equipped  with  the  right  audio-visual 
materials.  And  his  business  cards  in  Japanese 
ought  to  be  handed  to  him  at  the  gate  in 
Tokyo.  To  the  demanding  business  traveller 
an  airline  ticket  is  a  contract.  And  he's  already 
fulfilled  his  part  of  the  agreement. 

First  class  on  every  flight. 

Many  airlines  will  occasionally  schedule  an 
all-economy  flight  on  certain  routes.  Swissair 
always  offers  first  class  service.  Whether  it's 
across  the  Atlantic  or  the  Rhine.  And  first  class 
service  to  us  means  the  finest  foods,  liquors, 
and  wines.  It  means  all  the  comforts  that  have 
been  paid  for 

Over  the  years  (45  to  be  exact),  Swissair 
has  met  the  needs  of  thousands  of  business 
travellers.  We  believe  their  demands  have 
made  us  a  better  airline.  An  airline  that  busi 
ness  travellers  everywhere  seem  to  choose 
when  they  have  the  choice.  And  these  days 
Swissair  is  giving  them  that  choice  just  about 
everywhere  in  the  world  they  do  business. 

For  reservations  and  information  about  all 
our  daily  wide-body  flights  from  New  York, 
Boston  and  Chicago  to  Switzerland,  plus  our 
frequent  DC- 10  service  from  Montreal  and 
Toronto,  see  your  TRAVEL  AGENT  corporate 
travel  consultant,  or  local  Swissair  office. 


We  take  on  the  world's 
most  demanding  business  travellers. 


Utah  workers,  deprived  of  jobs  by 
environmentalism,  hanged  effigies 
of  Robert  Redford  and  Rogers  Morton. 


we  should  have.  But  in  a  modem 
economy  there  is  a  scarcity  of  every- 
thing. Businessmen  fight  for  more 
profits,  consumers  for  more  consiimer 
goods,  me  for  more  research  assis- 
tants." In  these  terms,  there  are  strong 
signs  that  the  balance  is  swinging  at 
least  partly  back  to  businessmen.  To 
say  merely  that  because  the  battle 
has  gone  against  businessmen  in  re- 
cent decades,  it  will  continue  to  go 
against  them  is  no  argument  at  all. 
It's  really  rather  Uke  saying  that  the 
stock  market  always  goes  up  because 
it  did  go  up  almost  uninterruptedly 
for  several  years;  fortunes  were  lost 
that  way. 

You  can  even  put  a  positive  inter- 
pretation on  the  prevailing  doubts 
and  pessimism. 

As  Joy  Manufacturing  Chairman 
James  Wilcock  puts  it:  "We  don't 
want  a  big  boom  in  capital  spending. 
That  would  be  indicative  of  a  big 
boom  in  demand,  and  that  woidd 
give  us  high  inflation  and  interest 
rates  and  put  us  on  the  road  to  what 
Mr.  Carter  says  he'll  do  if  we  get 
there— slap  on  wage  and  price  con- 
trols. I'd  rather  cut  off  every  boom 
at  the  ankles  before  we  get  to  that 
point." 

Agrees  a  steel  company  executive: 
"The  unhappy  fact  is,  if  we  get  a 
boom  now  we'll  get  inflation  and  that 
will  destroy  confidence  again,  and 
we're  right  back  where  we  started." 

Robert  J.  Buckley,  52,  president  of 
Allegheny  Ludlum  Industries,  is  a 
thoughtful  and  articulate  man.  Mus- 
ing on  the  climate  that  prevailed  dur- 
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ing  the  great  capital  spending  boom 
of  the  late  Fifties  and  early  Sixties, 
lie  recalls: 

"Everybody  was  ebullient.  Talk  to 
any  professor  and  he'll  tell  you  it  was 
the  finest  time  to  teach  because  ev- 
eryone really  wanted  to  understand 
his  world. 

"It  was  a  dedicated  generation.  We 
all  believed  in  America.  We  had  a 
healthy  skepticism  of  Russia  and  we 
wanted  to  prove  that  Russia's  wasn't 
the  right  way. 

"Of  course,  we  didn't  perceive  the 
troubles  that  lay  ahead.  No  one 
would  have  dreamed  we'd  have  10% 
money.  No  one  could  have  dreamed 
of  the  alphabet  trouble  in  store  for 
us-the  FEA  and  the  EPA  and  OPEC. 
But  we  did  perceive  the  favorable 
things.  The  baby  boom,  the  kids  com- 
ing along  who  would  need  cars  and 
houses  and  jobs.  We  were  full  of  con- 
fidence and  energy.  People  then  all 
thought  businessmen  were  doing  good 
things,  honorable  things. 

"Beatniks?  Nuts?  Confined  to  a 
couple  of  square  blocks  in  San  Fran- 
cisco   and    Greenwich    Village.    Jack 


Kerouac  was  an  isolated  phenome- 
non; none  of  that  was  invading  our 
own  family." 

History  moves  in  cycles.  There  are 
signs  that  the  wheel  is  turning  back 
toward  the  attitudes  Buckley  de- 
scribes—more sober,  less  exuberant, 
perhaps,  but  confident  again.  The  sap 
is  starting  to  rise  again,  but  hasn't 
yet  reached  the  brain. 

Even  a  mildly  antibusiness  Con- 
gress needn't  cloud  the  prospects:  It 
was  under  the  John  Kennedy  Admin- 
istration when  businessmen  last  pulled 
out  all  the  stops  on  capital  spending. 
True,  they  didn't  enjoy  Kennedy  call- 
ing them  "SOBs,"  but  they  did  like 
that  new  investment  tax  credit,  the 
low  rate  of  inflation  and  the  general 
mood  of  national  euphoria. 

Keynes  Revisited 

This  is  not  to  say  that  it  will  never 
rain  again,  that  we  are  living  in  the 
best  of  all  possible  worlds.  Not  at 
all.  But  we  have  been  through  an  ex- 
ceptionally gloomy  period  in  the 
U.S.  Some,  at  least,  of  the  clouds  are 
now   clearing.   What   could  be   more 


appropriate  than  that  businessmen 
should  celebrate  the  better  weather 
with  a  burst  of  capital  spending? 

John  Maynard  Keynes  isn't  every- 
body's favorite  economist.  But  back 
in  1930,  when  the  Western  World  was 
steeped  in  rainy  day  thinking,  he 
wrote  something  that  is  equally  apt 
nearly  balf  a  century  later: 
<  "We  are  suffering  just  now  from  a 
bad  attack  of  economic  pessimism.  It 
is  common  to  hear  people  say  that  the 
epoch  of  enormous  economic  progress 
which  characterized  the  nineteenth 
century  is  over;  that  the  rapid  im- 
provement in  the  standard  of  life  is 
now  going  to  slow  down  .  .  .  that  a 
decline  in  prosperity  is  more  likely 
than  an  improvement  in  the  decade 
which  lies  ahead  of  us.  I  believe  this 
is  a  widely  mistaken  inteipretation 
of  what  is  happening  to  us." 

Or,  maybe  you  prefer  it  the  way 
Robert  Buckley  recently  put  it  to 
Forbes:  "I  think  we  are  going  to 
have  a  great  fourth  quarter  in  capital 
goods.  Why?  Because  all  my  busi- 
ness friends  think  we're  going  to  ha\e 
a  terrible  one."  ■ 


Beyond  Rhetoric 

Before  Juan  Peron,  Argentina  was 
richer  and  growing  faster  than  either 
Canada  or  Australia.  But  Peron 
bought  his  votes  from  urban  workers 
by  holding  meat  and  wheat  prices 
well  below  the  world  market,  telling 
workers,  "To  have  it  good,  you  don't 
have  to  work  much."  For  30  years 
Argentinians  focused  on  distribution 
of  income  and  all  but  ignored  pro- 
duction of  income.  The  result  was 
economic  disaster.  An  avowed  aim  of 
the  new  military  government  is  to 
hold  down  real  wages  and  force  the 
economy  to  save  more  and  export 
more.  But  so  far,  according  to  reports 
from  the  scene,  the  military  men  have 
shrunk  from  the  hard  decisions,  like 
letting  prices  rise.  It's  an  old  story: 
Consumption  without  investment  can 
only  end  in  a  run-down  economy  and, 
finally,  in  reduced  consumption. 

The  Soviet  Union  knows  this.  By 
banning  strikes  and  keeping  wages 
low,  it  guarantees  big  profits  for  state- 
owned  industry  to  encourage  capital 
formation.  The  Soviets  get  their  capi- 
tal the  brutal  way,  we  get  ours  the 
voluntary,  decentralized  way,  and  the 
Argentinians  don't  get  it  at  all.  Most 
people  would  agree  that  the  Ameri- 
can way  is  the  best  way,  but  it  de- 
pends upon  a  high  level  of  corporate 
profits.  And  that's  a  fact  more  impor- 
tant than  all  the  political  rhetoric  of 
right  and  left. 
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Quality  Is  As  Quality  Does 

The  Dayton  Hudson  retailing  chain  has  prospered 
more  than  most  through  emphasizing  quality— 
in  merchandise  and  in  management. 


"Quality!  Fashion!  Value!"  says  Ken- 
neth N.  Dayton  with  the  passionate 
fervor  of  a  Bible-thumping  revivalist. 
His  eyes  gleam  intensely. 

"If  one  is  missing,  you're  not  doing 
the  job  right,"  he  goes  on.  "That's 
our  merchandising  philosophy." 

Over  and  over  again  Dayton  re- 
peats those  three  words  as  if  they 
were  some  sort  of  mantra.  It's  a  bit 
startling  to  encounter  such  entrepre- 
neurial conviction  from  the  third  gen- 
eration of  Daytons  to  run  the  Minne- 
apolis-based department  store  chain. 
After  all,  close  to  a  decade  ago  when 
the  family  took  DH  public,  they  were 
worth  some  $130  million  in  Dayton 
Hudson  stock  alone  (now  worth  $220 
million).  They  could  easily  have  re- 
tired gracefully  and  gradually  diver- 
sified their  holdings  (as  several  of  the 
families  who  owned  smaller  chains 
acquired  by  DH  have  done) . 

But  that  would  have  been  com- 
pletely out  of  character  for  the  en- 
ergetic Dayton  brothers.  Over  the  past 
ten  years  Ken,  Bruce,  Donald  and 
Douglas  Dayton  ( a  fifth  brother,  Wal- 
lace, is  an  ardent  conservationist  and 
serves  only  as  a  DH  director)  have 
taken  a  regional  operation  doing  $267 
million  in  volume  and  dependent  on 
the  dominant  downtown  Dayton's  in 
Minneapolis  and  transformed  it  into  a 
widely  diversified  national  retailer  * 
(1975  volume:  $1.7bimon). 

There  is  the  nine-store  Dayton 
group,  the  14-store  Hudson  chain 
and  several  other  smaller  department 
stores.  Dayton  Hudson  owns  231  B. 
Dalton  Bookstores  in  shopping  centers 
across  the  country;  49  Target  dis- 
count stores  that  could  do  about  $600 
million  this  year,  mainly  in  national 
brand  name  and  fashion-oriented  ap- 
parel; jewelry  stores;  a  hard  goods 
chain  (Cechmere);  a  consumer  elec- 
tronics chain  (Team)  and  a  shopping- 
center  real  estate  subsidiary  (Dayton 
Hudson  Properties ) . 

Until  recently  it  seemed  that  the 
Dayton  brothers  were  merely  buying 
increased  volume.  Return  on  equity 
averaged  a  mere  7%  and  earnings  had 
plateaued  at  around  $25  million. 
Last  year,  however,  Dayton  Hudson 
earnings  more  than  doubled,  to  $51 
million,  on  a  12.5%  increase  in  sales 
volume,  and  return  on  equity  climbed 
to  14%— well  above  the  industry  av- 
erage of  10.4%. 

"We    came    to    the    national    scene 


very  late,"  explains  Dayton.  "When 
we  decided  to  enter  the  major  leagues, 
we  had  to  grow  in  a  hurry,  quickly 
putting  18  different  operations  under 
one  roof." 

Why  bother  going  national?  Be- 
cause it  was  clear  when  the  brothers 
took  over  DH  management  in  the 
mid-Sixties  that  the  family-owned  de- 
partment store  was  "a  dying  breed  of 
cat,"  says  Dayton.  They  could  have 
coasted  along  for  a  while.  But  if  they 
had  done  that,  "the  next  generation 
of  Dayton  management  would  have 
had  to  sell  out  because  we  would 
have  lost  our  competitive  position." 
Selling  out  was  unthinkable. 

The  first  major  acquisition  after  the 
Daytons  went  public  in  1967  was  De- 
troit's Hudson  Department  Store,  one 
of  the  few  really  large  family-owned 
department  stores.  That  almost  dou- 
bled sales,  to  $800  million.  Says  Day- 
ton: "It  was  a  logical  marriage.  Joe 
Hudson  inherited  the  business.  We 
had  close  family  friendships.  Our  buy- 
ers and  their  buyers  were  very  close." 
Hudson's  wasn't  doing  well  at  the  time 
of  the  takeover,  but  the  Daytons 
worked  hard  with  Joe  Hudson  at 
turning  it  around.  The  first  step:  giv- 
ing Hudson's  a  fashion  image.  Sec- 
ond step:  shrinking  down  the  cavern- 
ous downtown  Detroit  store,  building 
smaller  suburban  satellite  stores. 
"Hudson's,"  says  Ken  Dayton,  "is  now 
one  of  the  most  profitable  department 
store  groups  in  the  country.  And  Day- 
ton Hudson's  largest  moneymaker." 

The  Daytons  also  deftly  handled 
the  discount  store  threat  in  the  Six- 
ties.  Their  motto:    Beat  them   where 


you  can;  where  you  can't  beat  them, 
join  them.  "We  hit  them  head  on  with 
aggressive  merchandising,"  Ken  Day- 
ton says.  The  motto  was:  "Dayton's 
will  not  be  undersold."  But  Dayton's 
also  got  into  discounting  itself  and  its 
Target  chain  now  does  $511  million  a 
year,  30%  of  total  volume.  "We  rec- 
ognized that  discounting  had  its  own 
validity,"  Dayton  says. 

But  book-selling?  It  seemed  a  limit- 
ed opportunity,  but  not  for  Dayton 
Hudson.  It  started  small,  with  two 
dozen  stores,  trying  first  with  games, 
dolls  and  greeting  cards.  In  the  end, 
the  decision  was:  just  books.  B.  Dal- 
ton is  expected  to  gross  more  than 
$100  million  this  year,  the  second-larg- 
est (after  Carter  Hawley  Hale's  Wal- 
den)  book  chain  in  the  coimtry. 

What  next  for  DH?  The  Daytons 
won't  talk  about  it,  but  rumor  has 
them  eyeing  troubled  Marshall  Field, 
the  $573-million  Chicago  department 
store  chain.  Field  has  been  slipping 
(earnings  dropped  in  1975  and  were 
down  again  in  the  first  half  of  1976) 
and  clearly  could  use  stronger  man- 
agement. Straightening  it  out  would 
take  time.  But  the  Daytons  own  43% 
of  their  company;  they  can  easily  ride 
out  a  year  or  two  of  earnings  pressure 
in  the  interest  of  long-term  growth. 
Will  Field  join  the  Dayton  family? 
Some  analysts  think  it  could  very 
well  happen. 

When  a  family  business  mns  out 
of  interested,  dedicated  family  mem- 
bers, it  is  time  to  sell  out.  Dayton's 
is  insuring  against  that  day  by  having 
assembled  a  strong  nonfamily  team, 
headed  by  William  A.  Andres,  a  49- 
year-old  lowan  who  is  now  president 
and  chief  operating  officer  and  soon 
slated  to  be  CEO.  Right  now  there  is 
one  younger  (34-year-old)  Dayton  in 
management.  But  he'll  have  to  earn 
the  top  spot  like  anyone  else. 

The  real  test  of  strength  is  the 
knowledge  that  you  can  let  go  of  man- 
agement and  not  worry.   ■ 


Far  30  years  the  Daytons  (left  to  right,  Ke 

and  Wallace)  have  set  aside  5%  of  pretax 


nneth,  Bruce,  Donald,  Douglas 
income  for  worthy  local  causes. 
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Honeywell  ^umoiinces  a  free 
coitipiiter  analy^  of  your  bjuildii^^ 

eneigy  saviiig  potentials 


Everybody's  talking  about 
saving  energy,  but  with 
'  one  very  obvious 
omission.  How  much  your 
building — with  all  its  idiosyn- 
crasies— actually  can  save  in 
dollars  and  cents. 

Nobody  has  been  telling  you 
that.  At  least,  not  for  free.  Until  now. 
Because  now,  Honeywell  is  offering 
a  computer  analysis  o{  your 
building's  energy  saving  potential 
at  no  cost  to  you,  except  for  the  time 
it  takes  to  give  us  the  necessary  data. 

How  to  Get  The  Bottom  Line 

Just  ask  your  building  operations 
manager  to  complete  our  computer 
questionnaire  and  mail  it  to  us. 
We'll  feed  it  through  our  computer 
and  mail  back  The  Bottom  Line 
report  for  your  building. 

Why  are  we  doing  all  this?  Because 
after  you've  done  the  obvious  to 
save  energy,  the  next  steps  cost 
money.  And  we  feel  you  should  have 
a  fair  idea  of  what  you  might 
save  before  you  consider  investing 
in  an  energy  management  system. 

The  Basics  of  Saving 

Once  you  know  your  energy 
saving  potential,  you'll  find  that  there 
are  a  variety  of  ways  Honeywell  can 
help  you  achieve  those  energy  savings 

The  most  basic 
way  is  by  replacing 
or  upgrading  your 
automatic  temper- 
ature controls. 
For  a  minimum 
expense, 
Honeywell 
can  apply 
advanced  control 
techniques  to  help 
save  a  significant 
amount  of  energy. 

Your  building  may  justi 
a  central  computer  system  that 


SDDR 


provides  management  disciplines 
exactly  according  to  your  needs. 
Honeywell's  Delta  1000  is  just  such  a 
system.  It  continuously  takes  the 
pulse  of  your  building,  checking  such 
things  as  occupancy  schedules, 
temperatures,  humidities,  equipment 
status  and  electric  demand. 
Then  it  reacts  automatically,  taking 
control  of  your  fans,  pumps, 
boilers  and  chillers  in  the  most  energy- 
conscious  fashion. 

Honeywell  central  control  systems 
already  have  proven  themselves 
in  thousands  of  buildings.  And  when 
Delta  is  applied  to  energy  manage- 
ment functions,  20-30%  reductions  are 
common.  Manpower  savings  can  be 
even  greater.  Return  on  investment? 
Expect  a  fast  1-  to  3-year  payback. 

A  Few  More  Ways  to  Save 

If  you  have  a  smaller  building  or 
have  less  sophisticated 
control  needs,  you  may  want 
to  share  the  cost  of  a 
Delta  system  by  joining 
Honeywell's  BOSS  program. 
BOSS  allows  you  to  join 
a  network  of  buildings  all 
monitored  and  controlled 
24  hours  a  day  by 
trained  Honeywell 
personnel  from  a 
single  BOSS  center  in 
your  area. 
We  can  even  make  your 
existing  mechanical  systems  more 
energy-efficient  through  a  program 


of  regular  preventive  maintenance. 
With  a  Honeywell  preventive 
maintenance  agreement,  you  can  pk 
on  a  fixed  annual  maintenance 
budget. 

Honeywell,  the  People  Place 

It  takes  a  lot  more  than  hardwai 
to  solve  your  energy  problems.  It  al; 
takes  software,  control  technology. 
And  most  importantly,  human  skill: 
and  experience. 

That's  where  Honeywell  comes 
in.  Not  only  do  we  give  you  state-o: 
the-art  computers  with  proven 
application  packages,  but  we  also  gi> 
you  the  people  it  takes  to  engineer 
the  system  exactly  to  your  needs,  tc 
get  it  installed  on  time  —  and  workir 
correctly.  We  manage  your  project 
the  way  a  good  contractor  manages 
construction  job.  Our  application 
engineers,  installation  crews  and 
tech  reps  bring  years  of  Honeywell  ^ 
capability  and  experience  to  your  j 
job.  And  we  pass  on  our  know-ho\, 
through  after-sale  education  pro- 
grams so  you  can  get  the  most  out  > 
your  systems. 

That's  the  biggest 
difference  between 
Honeywell  and  the 
hardware  companies. 
Honeywell  is  with 
you  from  start_ 
to  finish. 

Back  to 
the  Bottom 

But  now  we're  getting  a  bit  ;il 
of  ourselves.  Let's  get  to  the  hcai  i 
of  the  matter.  Your  own  bottom  li^ 
on  energy  savings.  Send  us  the 
computerquestionnaire  and  we'll  s.  | 
you  The  Bottom  Line. 

Or  for  more  information,  writa 
Honeywell,  Commercial  Division! 
Department  N 3  1 8,  Minneapolis 
MN  55408. 


A 


I. —  --• ^ 

Fill  in  this  Honeywell  computer  questionnaire  for  a 
free  bottom  line  analysis  of  your  building's  energy  saving  potential. 


Instructions 


Energy  History 


1.  Please  print  an  answer  for  every  question  (even  if  it's  NA— 
not  applicable). 

2.  If  you  have  several  buildings,  each  with  its  own  electric,  fuel,  or 
purchased  energy  records,  use  a  separate  survey  form  for  each 
building. 

3.  If  you  have  a  multiple-building  complex,  with  a  single  energy 
cost  total,  use  this  total  in  filling  out  the  survey  form. 

4.  Mail  this  completed  questionnaire  to: 
HONEYWELL,  Commercial  Division, 
Dept.  N318,  Minneapolis,  MN  55408. 

This  offer  valid  only  in  the  United  States  and  Puerto  Rico. 


Year  of  energy  history     19 

Number  of  months  covered 

Total  amount  of  electricity  used- 
Total  cost  of  electricity  $. 


-(maximum  12  months) 
kwh 


What  %  of  the  above  electrical  cost  is  demand  charges- 
Total  amount  of  natural  gas  used. 


_% 


lOOcu.ft.  D    therms  D    l.OOOcu.ft.  D 


Executive  Requesting  Data 

Name 

Title 

Organization 

Address 

City 

State 

Zip 

Area  Code 

Telephone  Number 

Building  Data 

Building  name 

Address 

City 

State 

Zip 

Total  cost  of  natural  gas  $ 

Total  amount  of  fuel  oil  used. 

Total  cost  of  fuel  oil  $ 

Type  of  fuel  oil  #. 


-gals 


Total  amount  of  purchased  steam- 
Total  cost  of  purchased  steam  $ 


.mlbs 


Total  amount  of  purchased  chilled  water- 


million  btu  n    ton/hrs  D 


Total  cost  of  purchased  chilled  water  $ 

Total  cost  of  fuel  or  purchased  energy  for  heating  only 

$ 

Is  this  an  all-electric  building?    Yes  D    No  D 

Chilled  Water  Plant 


Electric  drive  centrifugal  capacity 

Steam  turbine  centrifugal  capacity- 
Absorption  machine  capacity 

Reciprocation  machine  capacity 


-tons 


-tons 


-tons 
-tons 


Interior  Lighting 


Total  KW  of  installed  lighting: 
Fluorescent kw 


Incandescent. 


-kw 


Person  in  charge  of  physical  plant 

Gross  floor  area  heated  or  coolecL 


Number  of  floors,  including  basement. 


-sq. 


Type  of  building:  Office  □  Store  D  College  D  Apt. -Hotel  D 
Church  D  Industrial  D  Hospital  D  School  D 
Other  D r 


Hours  per  week  lighted  space  is  fully  occupied*: 
Huorescent hrs/wk        Incandescent- 
Hours  per  week  lights  are  on: 
Fluorescent hrs/wk        Incandescent- 


_hrs/wk 
-hrs/wk 


Lights  are  on  during  unoccupied  hours  because  of 
Janitors  D    Overtime  D    Both  D    Other  D 


Space  Conditioning  Equipment  and  Schedules 

Double  Duct 

or  Multizone 

Systems 

Reheat 
Systems 

Single  Zone 

Htg.  and/or 

Cooling  Systems 

Variable  Air 
Volume 
Systems 

Perimeter 

Induction 

Systems 

Packaged  Room 
Heating  and/or 
Cooling  Units 

Total  HP  all  air  handling  fans: 

hp 

hp 

hp 

hp 

hp 

hp 

Total  CFM  handled: 

rfm 

rfm 

rfnn 

cfm 

rfm 

rfm 

Percent  of  outside  air: 

% 

% 

% 

% 

% 

% 

Total  hours  HYAC 
units  run  eacl\.week: 

hrs 

hrs 

hr^ 

hr« 

hr<; 

hrs 

Total  hours  per  week  spaces 
ser\'ed  are  fully  occupied:* 

hrs 

hr. 

hr. 

hr^ 

hrs 

hrs 

Total  cooling  capacity  for 

HVAC  units  having  inter- 
nal refrig.  compressors: 

kw  btu  tons 

nan 

kw  btu  tons 

D   D    D 

kw  btu  tons 

nan 

kw  btu  tons 

D   D    D 

kw  btu  tons 

D   D    D 

kw  btu  tons 

D   D    D 

Is  building  occupied  on  weekends?    Yes  D    No  D              Number  ofholidays  and/or  shutdown  day; 

Temp  nnrmallyTTiaintainpHrlnringrnnlingspasa^n                                   °F          Hparingspacnn  Hayrimpfpmp 

Is  the  tempjcrature  set  back  at  night  during  the  heating  season?    Yes  D    No  D 

,  per  year 
(normal  setting)— 

-days 
op 

*Do 

not  include  hours  for 

janitorial  service  or  casual  overtime. 

■1  ■■  ^  ■■  ^  ■ 

It's  good  business  to  run  a  fine-tuned  building. 

Honeywell 


SoGket-To-*Em 


As  a  steel  company,  Easco  wasn't  much.  As  a  tool 
company,  it's  hotter  than  a  pistol. 


"1  wouldn't  say  hand  tools  are  re- 
cession-proof," says  Richard  P.  Sulli- 
van, boyish-faced,  43-year-old  presi- 
dent of  Baltimore-based  Easco  Corp. 
"But  they  sure  hang  in  there  when 
people  are  thinking  about  saving 
money.  And  when  people  are  out  of 
work,  what  do  they  do?  They  stay 
around  the  house  and  fix  things." 

They  sure  did  last  year.  While  most 
companies  were  reporting  sharp  earn- 
ings declines,  Easco's  earnings  rose 
nearly  15%  (to  $2.52  a  share).  And 
they  are  up  again  this  year:  19%  in 
the  first  half. 

Easco's  main  business  (44%  of  1975 
sales  of  $203  million)  is  hand  tools- 
wrenches,  sockets,  hammers;  it  is  a 
supplier  of  Sears,  Roebuck's  Craftsman 
line  and  also  sells  under  its  own  Easco 
label.  Easco  also  makes  industrial 
products  like  steel  grating  for  power 
plants  (20%  of  sales)  and  extruded 
aluminum  products  (32%).  It  used  to 
be  known  as  Eastern  Stainless  Steel,  a 
moderately  successful  steel  company 
that  later  bought  into  the  other  busi- 
nesses. In  1972  management  decided 
to  spin  off  the  steel  business  (now 
called  Eastmet)  to  shareholders. 

It  was  a  smart  move.  The  steel 
business  is  still  cychcal  and  still 
greedily  capital-intensive.  The  hand 
tool  business  is  growing  steadily  and, 


moreover,  uses  relatively  little  capital. 

Sears— which  uses  very  few  compa- 
nies as  sole-source  suppHers- buys 
over  70%  of  its  mechanics'  hand  tools 
from  Easco,  which  is  one  of  the  low- 
est unit-cost  producers  in  the  busi- 
ness. In  1975  Easco's  sales  to  Sears 
amounted  to  almost  $70  million— 
about  one-third  of  its  total. 

Another  factor  buoying  Easco's 
earnings  during  the  recession  was  the 
fact  that  its  aluminum  extruding  di- 
vision was  quick  on  its  feet,  switching 
emphasis  from  relatively  weak  markets 
like  construction  into  stronger  ones  like 
citizens  band  radio  antennas.  The  re- 
sult: While  extruding  industry  ton- 
nage was  down  30%  in  1975,  Easco 
was  only  off  4%.  Says  an  analyst: 
"They've  consistently  done  an  excel- 
lent job  of  being  on  top  of  things." 

Easco's  strategy  is  to  focus  its 
growth  primarily  in  the  hand  tool 
business,  applying  cash  from  its  other 
businesses  to  develop  its  own  inde- 
pendent proprietary  line  of  hand  tools. 
Hand  tools  are  already  growing  quite 
nicely  in  the  U.S.— Sullivan  figures 
about  10%  a  year  on  average  during 
this  decade— and  they'll  get  an  added 
boost  when  autos  and  appliances  are 
switched  to  metric  measurements. 
Along  with  a  nine-sixteenth-inch 
wrench  or  socket,  every  good  grease 


Sullivan  and  Maddux  of  Easco 


monkey  and  Mr.  Fix-It  will  need  a 
14-millimeter  one. 

Given  that  steady  growth  in  hand 
tools,  why  keep  the  aluminvmi  and 
grating  businesses  that  were  inheri- 
ted from  the  acquisition  binge  of  the 
Sixties?  Good  question,  says  Sullivan, 
who  just  sold  two  small  sideline  sub- 
sidiaries (a  fastener  company  and  a 
spring  company)  this  summer  for  $5.8 
miUion,  approximately  book  value. 
"You  can't  just  let  a  business  stay  stag- 
nant," he  says.  "So  the  best  decision 
was  to  sell  those  businesses  for  book." 
Sullivan  figures  the  rest  of  the  non- 
tool  businesses  will  generate  more 
cash  than  they  need  to  grow,  helping 
to  nourish  the  tool  business.  But  they 
will  have  to  grow— or  be  shed. 

Sullivan  and  his  48-year-old  execu- 
tive vice  president,  ex-Black  &  Deck- 
er vice  president,  Thomas  (Tuck) 
Maddux,  fairly  drool  at  the  horizons 
in  hand  tools,  which  they  already 
count  at  about  a  $600-million  busi- 
ness in  the  U.S.  for  the  products 
they're  now  in— and  they've  got  less 
than  15%  of  it.  They're  counting  on 
old  pro  Sears  to  continue  its  winning 
ways  with  the  Craftsman  line.  But 
the  real  prospects  are  in  developing 
the  Easco  proprietary  line,  both  here 
and  overseas. 

"The  growth  will  come  through  in- 
dependent hardware  wholesalers  and 
hardware  dealers,  and  there  are  lit- 
erally thousands  of  them,"  says  Mad- 
dux. Now  wait  a  minute.  Won't  mar- 
keting an  Easco  wrench  at  Joe's  Hard- 
ware rile  the  folks  down  the  street  at 
Sears,  who  are  trying  to  sell  Crafts- 
man? Not  at  all,  say  Sullivan  and 
Maddux.  They  intend  to  aim  their 
marketing  at  hardware  stores  in  areas 
where  Sears  isn't.  In  fact.  Sears  has 
a  pretty  good  reason  for  being  happy 
with  Easco's  proprietary  line:  They 
have  a  cost-plus  contract  with  Easco, 
so  the  more  tools  Easco  makes  the 
lower  Sears's  bill. 

The  way  things  are  goinj;,  Easco 
ought  to  cam  $2.80  a  share  this  year 
—representing  a  very  handsome  re- 
turn of  well  over  20%  on  stockhold- 
ers' equity.  But  the  stock  is  selling  at 
just  17— less  than  seven  times  1975 
earnings.  Sullivan  is  philosophical. 
He  figures  if  he  and  his  a.ssociatcs 
take  care  of  the  earnings,  the  stock 
market  will  take  care  of  the  stock.  ■ 
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**\bu  can  get  new  business 

from  old  customers  while  seeing 

them  less,  and  we'll  scramble 


to  show  you  how." 


You  have  to  scramble  to 
keep  your  business  growing  in 
today's  economic  climate. 

To  help  you,  your  Bell 
Account  Representative  is  ready  to 
scramble,  too,  and  show  you  solid 
ways  to  save  time,  re-employ  time 
for  profit  and  accelerate  cash  flow. 

For  instance,  youVe  probably 
faced  with  some  agonizing  deci- 
sions on  what  to  do  about  your 
marginal  accounts.  You  could 
continue  to  handle  them  face  to 
face,  but  that's  costly.  Or  drop  them, 
but  you  might  risk  losing  their 
future  business.  Or  handle  them 
by  phone. 

A  comprehensive  program 
called  "Selling  Existing  Customers" 
offers  a  complete  strategy  using 
inside  salespeople  to  chart  inven- 
tory control  on  marginal  accounts. 
When  the  chart  shows  product 
inventory  is  two-thirds  depleted, 
they  call  to  ask  for  the  reorder. 

Customers  are  impressed 
that  you  care  enough  to  keep  track 
of  their  inventory  needs,  impressed, 
too,  with  the  actual  dollars  you  save 
them  on  inventory  investment. 

Want  to  know  more?  Call 


Let  our  Account  Representatives  scramble  for  you. 

one  of  our  Bell  Account  Representa- 
tives toll  free  at  the  number  below. 
Or  use  the  coupon. 

Ask,  too,  about  our  program 
for  "Collecting  Overdue  Accounts." 

Long  Distance  means  business. 


Bell  System  Sales  Center 

811  Main  Street 

Kansas  City,  Missouri  64141 

Please  send  information  on  D  Selling  Existing  Customers 

D  Collecting  Overdue  Accounts 

Name 

Company 

Street 

City 

State 


F-3 


-Zip. 


.Phone. 


For  immediate  action  call  toll  free 
800-821-2121. 

(800-892-2121  in  Missouri)  except  Alaska  or  Hawaii. 


Bell  System 


Making  Book  On  Marriages 

Professional  arbitrageurs  bet  big  bucks  on  corporate  mergers. 
The  Utah-GE  proposal  both  tempts  the  pros  and  scares  them. 


■'Watch  that  Utah,  watch  that  Utah. 
It's  under  pressure.  If  only  I  knew 
what  wiis  really  going  on  in  its  di- 
rectors' meeting." 

The  Nervous  Nelly  was  one  of  Wall 
Street's  better  arbitrageurs  talking  on 
the  phone  to  his  floor  broker  last 
Aug.  13.  He  knew  that  the  board  of 
Utah  International,  the  big  mining 
company,  was  holding  a  special  meet- 
ing to  discuss  Utah's  proposed  merger 
into  the  General  Electric  Co.  If  the 
board  had  suddenly  announced  the 
deal  was  off,  he  would  have  had  to 
move  in  seconds  to  sell  off  his  large 
position  in  Utah  and  cover  the  GE 
he'd  sold  short.  Such  men  play  for 
giant  stakes:  The  difference  between 
what  Utah's  shares  now  sell  for  and 
their  value  if  the  merger  were  con- 
summated is  a  cool  half-biEion  dollars. 

Arbitragevu-s  aren't  buying  Utah  be- 
cause they  like  the  stock.  They're  not 
selling  GE  because  they  dislike  it. 
They  are  simply  trying  to  capitalize 
on  the  fact  that  GE  offered  a  pre- 
mium over  market  price  to  get  Utah 
stockholders  to  accept  a  merger.  Un- 
der the  proposal,  you'd  get  1.3 
shares  of  GE  for  each  Utah  share. 
GE  seUs  for  around  $55;  Utah  for 
$56.  Merged,  a  Utah  share  equals 
$71.50  in  GE  stock. 

The  key  to  successful  arbitrage  is 
the  fact  that  the  transaction  is  both 
long  and  short.  It  doesn't  matter  to 
the  arbitrageur  whether  the  stock 
market  goes  up  or  down;  he's  making 
his  money  out  of  the  merger  premium, 
not  the  stock  market.  He's  just  betting 
that  the  merger  will  go  through. 

Sounds  easy,  but  it's  a  nervous 
business.  If  the  Utah  board  were  to 
give  up  on  the  merger,  dozens  of  ar- 
bitrageurs would  be  rushing  to  sell 
Utah  and  cover  GE.  Utah  would  plum- 


met, GE  go  up.  The  premium  would 
quickly  turn  into  a  loss.  Still,  if  you 
play  them  right,  arbitrage  transac- 
tions can  yield  a  handsome  profit. 

Here's  some  arithmetic: 

If  the  merger  were  to  go  through 
tomorrow,  Utah  stock  would  be  worth 
about  $71.50-equal  to  1.3  GE  shares. 
Let's  say  the  arbitrageur  bought 
1,000  Utah  shares  and  sold  short 
1,000  GE.  So,  he's  long  $56,000, 
short  $55,000.  Total  commitment: 
$111,000.  After  merger,  he  gets  1,300 
GE  shares  for  his  Utah  shares.  Of 
these  he  delivers  1,000  against  his 
short  position,  leaving  300.  Assuming 
GE  has  neither  gone  up  nor  down,  he 
sells  the  remaining  300  shares  for 
$16,500,  and  that's  his  profit.  It  comes 
to  15%  on  his  investment.  Say  he  held 
the  spread  three  months:  On  an  an- 
nualized basis  his  retvun  is  nearly 
60%.  However,  it  will  almost  certain- 
ly be  even  better  than  that.  Profes- 
sional arbitrageurs  leverage  their  cap- 
ital with  borrowed  money.  An  opera- 
tor doing  this  with  50%  borrowed 
fimds  would,  after  interest,  probably 
come  out  with  over  100%  on  his  mon- 
ey. A  few  of  those  every  year  and 
you're  sitting  pretty— assuming  the 
merger  goes  through. 

Suppose  the  deal  looks  like  it's  fall- 
ing through?  Then  you  run.  Idle  mon- 
ey is  something  an  arbitragevu:  can't 
abide.  It  cuts  his  return.  Losses  are 
worse  when  the  money  is  leveraged. 

Fear  Of  Falling 

But  why  is  Utah  selling  at  a  dis- 
count from  the  merger  terms? 

Because  the  merger  might  well  fall 
through.  In  that  case  1,000  Utah 
shares  would  be  only  1,000  Utah 
shares  again  and  not  prospectively 
1,300  GE  shares.  In  July,  as  the  Jus- 


tice Department  prepared  to  place  a 
roadblock  in  the  merger's  path,  Utah 
promptly  dropped  four  points. 

Arbitrage  is  a  risky  business  for  the 
professional,  but  it's  worse  for  the  or- 
dinary speculator.  The  professionals 
do  an  estimated  95%  of  the  trades  dur- 
ing the  engagement  period  for  a  big 
merger  or  tender  offer.  The  "regulars" 
include  Goldman,  Sachs;  Salomon 
♦Bros.;  L.F.  Rothschild;  Bache  Halsey 
Stuart;  Bear,  Steams;   Lehman  Bros. 

A  httle  group  of  such  firms  and  in- 
dividuals like  Leonard  Sheriff  and 
Ivan  Boesky  have  about  $300  mil- 
lion in  total  purchasing  power  avail- 
able to  risk  in  mergers  or  tenders,  liq- 
uidations or  reorganizations.  They 
can  lose  their  shirts.  But  some  ar- 
bitrageurs made  1,000%  on  their  mon- 
ey earlier  this  year  after  cross-bids 
for  Aztec  Oil. 

Such  success  stories  whet  the  ap- 
petite for  deals  like  Utah-GE.  The 
spread  was  a  good  14  points  when  the 
merger  was  announced  last  Dec.  15— 
the  difference  between  Utah's  price 
then  (47)  and  the  equivalent  of  the 
1.3  GE  shares  being  offered  in  the 
merger  (61).  Since  the  merger  is  the 
largest  in  history  in  terms  of  price 
($1.8  billion),  there  is  plenty  of  buy- 
ing room;  and  since  GE  is  a  big  stock, 
there  is  plenty  of  room  to  sell  short. 
But  since  a  merger  of  that  size  is  al- 
most certain  to  run  into  trouble  in 
Washington,  there  is  also  a  huge  risk. 

"I  wouldn't  touch  the  deal,"  says 
one  experienced  arbitrageur.  "I  could 
see  that  Justice  might  step  in  because 
of  Utah's  uranium."  Be  that  as  it  may, 
many  an  arbitrageur  did. 

Some  of  them  are  sorry  now.  In 
July  the  Justice  Department  sent  the 
proposed  partners  a  letter  saying  it 
couldn't  clear  the  merger  in  advance, 
that  it  was  concerned  about  Utah's 
uranium  and  GE's  nuclear  reactors. 

Did  someone  leak  word  about  the 
letter  to  the  arbitrageurs?  You  do 
hear  rvunors,  and  arbitrageurs  do  have 
a  reputation  for  being  able  to  smoke 
out  the  facts  in  a  merger  or  tender  of- 
fer.  (For  example,  some  arbitrageurs 


No  instant  wonders 

in  this  game.  Bache's  Guy  Wyser-Pratte  is  a  second-generation   arbitrageur. 
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hope  contacts  with  prestigious  Wash- 
ington law  firms  close  to  Justice  will 
pay  off.)  Playing  against  arbitrageurs 
who  know  something  you  don't  is  like 
playing  cards  against  a  stacked  deck. 

The  arbitrageurs  themselves  deny 
getting  inside  information;  the  idea 
of  losing  your  license  or  possibly  go- 
ing to  jail  does  not  appeal  to  them. 
Alan  B.  Slifka,  veteran  arbitrageur  at 
L.F.  Rothschild  &  Co.,  puts  it  this 
way:  "Those  key  decisions  are  really 
made  in  places  where  you  can't  get 
at  them."  Arbitrageurs  prefer  to  em- 
phasize the  role  of  inflation. 

Intuition  or  inside  information,  an 
arbitrageur  needs  a  strong  stomach 
and  steady  nerves.  Utah  stock  began 
to  ease  off  sharply  again  last  month 
after  Chairman  Edmund  W.  Little- 
field  returned  from  a  director's  meet- 
ing at  GE  (where  he  has  been  on  the 
board  for  14  years)  to  call  the  spe- 
cial meeting  of  his  own  board,  which 
includes  retired  GE  Chairman  Fred 
Borch.  Was  the  merger  off?  Those  sit- 
ting with  arbitrage  positions  suddenly 
faced  big  paper  losses  or— at  the  very 
least— greatly  shrunken  paper  profits. 

This  is  a  business  of  subtle  differ- 
ences. Both  companies  are  known  to 
badly  want  the  merger.  They  are 
known  to  be  working  on  a  plan  to 
either  sell  off  or  spin  out  Utah's  Wyo- 
ming uranium  properties.  So,  the  Jus- 
tice Department  hurdle  may  prove 
surmountable.  But  there  are  further 
compbcations.  Uranium  made  up  less 
than  10%  of  Utah's  sales  and  pro- 
duced less  than  2%  of  earnings  last 
year,  but  the  prospects  are  better  than 
the  actuality:  Some  existing  contracts 
are  at  only  $10  a  pound,  but  there 
are  new  contracts  and  spot  sales  at 
about  $40  a  pound.  So  how  do  you 
value  Utah's  uranium  reserves  to  sell 
them?  To  complicate  things  further, 
there  are  strong  rumors  Utah  has  un- 
derstated its  uranium  reserves. 

Sudden  Death 

Arbitrageurs  age  quickly.  They  live 
with  uncertainty  and  split-second  de- 
cisions. A  sm^ll  investor  trying  to  play 
their  game  rnay  get  trampled. 

"We're  paid  as  much  to  sweat  as 
to  think,"  says  Richard  Rosenthal,  ar- 
bitrageur at  Salomon  Bros.  "An  ulcer- 
ous business,"  says  Slifka.  But  im- 
mensely profitable  for  the  tough  and 
talented  few.  Some  arbitrageurs  work 
for  themselves  but  others  work  for  in- 
vestment houses.  The  latter  are  among 
the  best-paid  people  in  America,  rank- 
ing with  rock  and  movie  stars.  When 
Bache's  arbitrageur,  Guy  Wyser- 
Pratte,  let  it  slip  out  that  he  made 
$502,812  in  fiscal  1975,  the  joke  in 
the  trade  was:  Why  did  he  let  it  be 
known  he  was  the  lowest-paid  arbi- 
trageur on  The  Street?  ■ 
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When  you  visit  the  Hyatt  Regency® Atlanta... our  resident 

"Get  everything  done  for  you  person"  will  tend  to  all  those  necessary 

and  bothersome  details. 

Plane  tickets.  Dinner  reservations.  Stock  market  quotations. 

Anything  from  a  call  to  your  office  for  messages  to  a  postage  stamp  for 
that  letter  home.  All  handled  with  the  dispatch,  aplomb  and  expertise  of  a 
European  Concierge. 

You'll  be  hearing  from  him  moments  after  you  arrive,  with  a  cheerful 
"what  can  I  take  care  of  for  you  today?" 

A  Touch  of  Hyatt.  It  means  we're  doing  whatever  it  takes  to  make  you 
want  to  stay  with  us . . .  again. 

HYATT  HOTELS  ©* 

We're  looking  forward  for  you.       ^B^ 

800-228-9000  Gets  you  Hyatt. 
Worldwide.  Toll  Free.  "ouMLeiagen. 
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Overplayed  Hand? 

The  world's  producers  of  uranium  ore  are 

drawing  to  an  inside 

straight.  But  in 

business  as  in  poker, 

the  odds  are  against  them. 


How  is  uranium  mining  different  from 
any  other  extractive  industry?  It's  not 
really,  but  uranium  producers  are 
trying  to  make  their  customers  be- 
lieve it  is.  They  would  Uke  the  elec- 
tric utilities  to  take  the  risks  of  urani- 
um mining  without  reaping  the  profits. 

The  producers'  argument  runs  this 
way:  Uranium  is  a  risky  and  expen- 
sive business  and  unless  the  customer 
does  his  share,  it's  not  worth  it  for 
the  producers  to  find  the  stuff  and 
take  it  out  of  the  ground.  That  at- 
titude made  sense  in  the  1960s  wheiT 
uranium  was  selhng  for  $5  a  pound, 
often  below  the  cost  of  mining  it.  But 
does  it  make  sense  at  today's  spot 
prices  of  $40  and  up?  Says  Ron  Con- 
ley,  chief  commodities  analyst  for  the 
British  mining  combine,  Consolidated 
Goldfields,  "At  these  prices  you  and  I 
could  go  out  and  find  uranium." 

Another  London  mining  analyst, 
Chris  Beck  of  stockbrokers  W.I.  Carr 
&  Co.,'  has  worked  out  estimates 
showing  pretax  profit  margins  in  the 
new  Australian  mines  to  be  as  much 
as  60%  of  sales  in  1980.  Homestake 
Mining  will  probably  make  operating 
margins  of  44%  on  uranium  this  year. 
United  Nuclear,  30%.  Such  returns 
may  become  the  rule  as  old  contracts, 
signed  when  uranium  was  cheap,  are 
replaced  loy  new  ones  at  four  times 
the  price. 

Yet  the  producers  are  still  complain- 
ing. They  want  long-term  contracts 
with  big  down  payments  as  much  as 
five  years  in  advance  of  initial  de- 
liveries. They  want,  in  short,  virtually 
free  financing. 


To  a  degree,  they  are  getting  it. 
Japanese  utilities  have  had  such 
agreements  with  South  African  pro- 
ducers for  years.  The  Tennessee  Valley 
Authority  entered  into  several  long- 
term  contracts  for  uranium  plus  joint 
ventures  to  explore  for  the  mineral. 
Kerr-McCee,  the  largest  U.S.  pro- 
ducer, has  a  15-year  deal  with  Public 
Service  Electric  &  Gas  of  New  Jersey. 
Other  consumers  are  hustling  to  make 
agreements  on  whatever  terms  they 
can  get  in  order  to  be  assured  a  sup- 
ply of  the  vital  stuff  that  makes  a 
$1.5-billion  nuclear  power  plant  go. 

To  force  other  prospective  cus- 
tomers into  line,  some  producers  seem 
to  want  to  encourage  fear  of  future 
shortages.  John  Kostuik,  president  of 
Canada's  Denison  Mines  and  chair- 
man of  the  producer-dominated  Ura- 
nium Institute  (Forbes,  Jan.  15, 
1975)  says  there  may  be  a  shortfall 
of  11,000  tons  a  year  by  1978  and 
as  much  as  50,000  tons  a  year  by 
1985. 

However,  those  figures  are  easy  to 
dispute.  They  are  based  on  demand 
figures  that  top  even  those  of  the 
Organization  for  Economic  Coopera- 
tion &  Development,  now  considered 
by  most  experts  to  be  taken  too  high 
in  view  of  the  slowdown  in  the 
growth  of  power  consumption.  Con- 
cedes one  Uranium  Institute  repre- 
sentative, "Producers  want  to  believe 
those  figures."  They  want  consumers 
to  believe  them  too. 

If  there  is  a  shortage  it  will  be 
for  human,  not  geological,  reasons. 
"There's    no    question    that    there   is 


enough  uranium  in  the  ground,"  says 
Anthony  Michell,  mining  engineer 
and  investment  analyst  for  Panmure 
Gordon,  a  London  securities  firm  spe- 
cializing in  mining  stocks. 

Last  year  Free  World  production 
was  only  23,000  tons.  To  meet  pros- 
pective demand,  this  figure  has  to 
grow  at  least  8%  a  year  and  perhaps 
by  as  much  as  15%  a  year  well  into 
the  next  century— when,  with  luck, 
the  fuel-efficient  breeder  reactor  will 
take  over.  How  many  other  indus- 
tries can  look  forward  to  that  kind  of 
growth?  The  uranium  producers, 
however,  say  they  can't  cope  unless 
customers  help  out. 

Why  are  mining  companies  with 
near  certain  demand,  firm  prices  and 
a  plentiful  supply  of  prospects  crying 
out  for  charity?  Partly  because  of  this 
young  industry's  traumatic  history. 
The  uranium  business  was  bom  in  the 
Fifties  with  huge  U.S.  military  pro- 
curements. But  stockpiling  stopped  in 
the  Sixties  and  the  boom  collapsed. 
Prices  that  had  reached  $48  a  pound 
(in  1976  dollars)  fell  to  $10.  U.S. 
producers  were  protected  by  import 
restrictions,  but  foreign  producers  had 
to  close  down  their  uranium  mines, 
with  a  good  deal  of  bitterness  toward 
the  U.S. 

A  second  jolt  came  in  the  wake  of 
the  oil  crisis:  world  recession.  For  the 
first  time  anybody  could  remember, 
electricity  usage  failed  to  meet  pro- 
jected growth  targets.  All  of  a  sud- 
den, the  doubling  of  demand  for 
electricity  in  every  ten-year  period 
was  no  longer  a  certainty.    Nothing 
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It's  easy  to  see 
why  Ferro's  growing... 
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Frit  Group 
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Frit  Group 
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just  look  around  you. 


Frit,  the  basic  ingredient  in  porcelain  enamel  and  ceramic  glazes, 
continues  to  be  Ferro's  most  important  product.  Over  five  years 
frit  sales  have  stayed  steady  at  about  36%  of  total  sales  while 
pre-tax  income  from  frit  ranged  from  a  low  of  38.5%  to  a  high  of 
57.3%.  So,  in  its  basic  product  area,  Ferro  remains  strong.  You  see 
Ferro  frit  and  other  specialty  materials:  coatings,  colors,  ceramics 
and  specialty  chemicals  in  products  you  see  and  use  every  day  . . . 
paint,  glass,  cookware,  wall  tiles,  industrial  noise  control  curtains, 
appliances  and  more.  Just  look  around  you.  What  you  can't  see 
is  how  Ferro's  decentralized  approach  to  product  development 
around  the  world  gives  Ferro  the  flexibility  to  respond  quickly  to 
needs  . . .  anywhere.  You  can  read  about  it  in  Ferro's  1975  Annual 
Report.  For  your  copy,  write:  Department  F,  Ferro  Corporation, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


®- 


FERRO 

CORPORATION 


was      altogether      certain     anymore. 

After  the  oil  crisis,  the  world's 
energy  users  paid  a  good  deal  more  at- 
tention to  nuclear  power— but  not  as 
much  and  not  as  fast  as  they  should 
have.  There  were  problems  with  en- 
vironmentalists and  with  those  con- 
cerned about  the  safety  of  nuclear 
power.  Once  burned,  the  uranium 
producers  were  twice  shy.  They  want- 
*  ed  assurances  that  they  would  not 
again  expand  into  a  slump. 

The  producers,  moreover,  know  that 
theirs  is  a  political  mineral.  Australia, 
under  the  almost  comically  radical  and 
chauvinistic  Whitlam  government, 
wouldn't  permit  foreign  participation 
in  development  of  its  uranium  re- 
serves. The  Whitlam  government 
has  since  been  replaced  by  a  middle- 
of-the-road  regime,  but  for  how  long? 
How  secure  will  uranium  invest- 
ments be  in  AustraUa  if  the  Laborites 
again  come  to  power? 

Or,  take  South  West  Africa— Nami- 
bia to  those  seeking  the  area's  inde- 
pendence. This  South  African-ruled 
area  is  the  site  of  the  world's  larg- 
est uranium  operation,  Rio  Tinto 
Zinc's  Rossing  mine.  This  mine  is 
scheduled  to  supply  Japan,  Germany 
and  Britain.  Rio  Tinto  has  begun 
quiet  contacts  with  the  South 
West  African  Peoples'  Organization 
(SWAPO)  just  in  case  their  faction 
wins  the  argument  over  the  future  of 
this  territory.  Whoever  rules  will  want 
to  mine  the  uranium— but  under  what 
conditions  for  the  producer? 

Hard  To  Get 

Yet,  in  spite  of  all  these  problems, 
producers  are  crying  wolf  when  they 
plead  that  financing  is  scarce.  Uran- 
ium is  great  business  these  days,  as 
companies  with  cash  to  invest  well 
know.  Pancontinental  Mines  of  Aus- 
tralia, which  will  eventually  be  the 
world's  second-biggest  producer,  had 
no  trouble  getting  over  $50  million 
from  Getty  Oil  to  help  develop  two 
deposits.  Goldman,  Sachs  is  investing 
in  a  Canadian  venture  with  the  Nu- 
clear Assurance  Corp.  of  Atlanta.  And 
with  new  prices  replacing  the  old  in 
long-term  contracts,  cash  flow  for  all 
the  companies  should  look  healthy  in 
future  years.  Says  analyst  Tony  Michell, 
who  advises  investors  on  such  things 
all  the  time,  "Out  of  ten  leading 
metals,  if  I  had  to  put  money  into  one 
of  them  it  would  be  uranium." 

In  the  end,  the  world  will  have  to 
go  nuclear  to  a  considerable  extent- 
problems  or  no.  In  playing  hard  to 
get,  producers  may  outsmart  them- 
selves as  outsiders,  including  their  cus- 
tomers, elbow  in  on  the  action.  The 
demand  is  there,  the  money  is  there 
and  the  uranium  is  there.  Blackmail 
is  a  dangerous  game.  ■ 
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HERIZ  BRINGS  YOU 

THE  OITRUCKS. 


(ON-THE-JOB  TRUCKS) 


"Hertz  leases  trucks  that  live  up 
to  those  initials^ 


24  HOUR  S.O.S.  EAAERGENCY 
SERVICE.  ALWAYS  ON  THE  JOB. 

The  only  nationwide,  toll-free 
service  of  its  kind  in  the  big 
truck  leasing  business. 

HERTZ  GETS  YOU  OUT  FROM 
UNDER  THE  PAPERWORK. 

Our  people  can  handle  the 
complex  details  like  licensing 
and  fuel  tax 
reporting. 


©  Hertz  System,  Inc  1976 


OWNING  OR  LEASING? 
SEND  FOR  THE  BOOK 
THAT  HELPS  YOU  DECIDE 

ID  Please  send  me  the  F936 
free  12  page  color  brochure. 
IG  I'm  interested  in  further  information 
Hertz  Trucks.  Mail  to  Edward  H.  Blickstein, 
■  Vice-President,  Sales,  Hertz  Trucks, 
660  Madison  Avenue,  New  York,  N.Y.  10021 


or  call  collect  ( 212)  752-2000. 
Name. 


WHEN  YOU  OWN  TRUCKS 

emergency  repairs  and  substitute 
trucks  are yourhidden  costs. 

WHEN  YOU  LEASE 
HERTZ  O.J.  TRUCKS 

they're  owr  costs. 


I 

I  Address. 
I  City_ 


.State. 


.Zip. 


_  Company. 
I  Title 

I 
I 
I 
I 


HerbiTruck 


ON-THE-JOB  TRUCKS 

Hertz  leases  Fords  and  other  sturdy  trucks. 


The  Hertz  O.J. 

Truck  team  performs  so  many 

services  you  could  write  a  book 

on  them  all. 

So  we  have. 

Send  for  this  free  12  page,  full 

color  booklet  before  you  reach  a 

decision. 
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On  The  Head  Of  A  Pin 

To  keep  abreast  of  a  changing  communications  business^ 
the  FCC  is  forced  into  reasoning  that  would  shame  a 
medieval  philosopher.  The  nub  of  the  question: 
Should  AT&T  be  allowed  to  compete  openly  with  IBM? 


For  years,  communications  and  data 
processing  have  been  converging. 
Teletypewriter-sized  terminals  receiv- 
ing data  over  wires  now  do  what 
room-sized  computers  did  20  years 
ago.  Thus  is  data  processing  becom- 
ing inextricably  involved  in  communi- 
cations, and  thus  are  the  worlds  of 
International  Business  Machines  and 
American  Telephone  &  Telegraph 
fast  converging. 

Involved  in  the  growing  confronta- 
tion are  basic  principles  of  govern- 
ment regulation  of  industry.  On  one 
level,  an  ann  of  the  government— the 
Justice  Department— is  suing  to  break 
up  both  IBM  and  AT&T.  On  yet  an- 


enormously  complex  field. 

Until  the  late  1960s,  common  car- 
rier communications  was  a  good  ex- 
ample of  the  Idnd  of  enterprise  where 
most  people  believed  the  pubhc  inter- 
est was  better  served  by  a  regulated 
monopoly  than  by  competition.  Tele- 
phone companies  provided  service 
over  the  "basic  black"  telephone  in  a 
national  monopoly  dominated  by  the 
Bell  System  and  its  23  regional  op- 
erating companies.  Together,  they  still 
serve  80%  of  the  nation's  122.2  mil- 
lion telephones. 

But  with  the  development  of  high- 
speed commimications,  and  micropro- 
cessors, everything  changed.  The 
amount  of  computer  information— 
data— flowing  over  the  lines  started 
with  a  trickle  and  grew  to  a  torrent. 
Former  AT&T  Chairman  Frederick 
R.  Kappel  once  predicted  that  data 
communications  would  one  day  be 
more  important  than  voice  communi- 
cations as  a  business.  The  technology 
was  exploding  so  rapidly  that  the  op- 
portunities for  new  products  and 
techniques  seemed  far  too  numerous 
for    any    one    company,    no    matter 


other  level  of  government,  AT&T  is 
rigidly  regulated;  IBM  is  a  good  deal 
less  so. 

In  a  sense,  AT&T  would  seem  to 
be  in  a  disadvantageous  position  be- 
cause of  the  regulatory  differences. 
In  fact,  however,  Congress  and  the 
government  agencies  may  yet  decide 
that  it  is  in  the  public  interest  to  let 
these  two  giants  compete  fairly  freely. 

Squarely  in  the  middle  of  the  sit- 
uation is  the  Federal  Communications 
Commission,  whose  work,  Chairman 
Richard  E.  Wiley  says,  has  already 
been  complicated  "beyond  belief'  by 
technological  revolution.  Will  it  be 
sucked  into  regulating  data  process- 
ing? The  FCC  appears  vmwilling  to 
do  this,  even  unable  to.  It  is  not 
equipped  to  take  on  another  new  and 


Logic,  Ancient  And  Modern.  Thir- 
teenth-century philosophers  would 
have  a  field  day  with  the  two  worlds 
Inhabited  by  IBM's  3270  data  terminal 
(left)  and  AT&T's  Dataspeed  40/4. 
FCC  must  grapple  with  the  problem. 


how  large,  to  develop  fully. 

In  the  late  1960s  the  FCC  began 
cautiously  abridging  the  traditional 
rationale  of  regulated  monopoly:  In 
certain  areas  of  the  large  monopoly, 
the  FCC  said,  competition  was  in  the 
public  interest.  There  were  two  such 
areas.  One  was  "terminal  equipment" 
—the  devices  you  put  on  either  end 
of  the  line.  The  other  was  private- 
Jine  telephone  networks.  Says  Wiley: 
"The  technological  revolution  made 
it  obvious  that  the  basic  telephone 
service  was  not  going  to  be  the  only 
way  of  communicating." 

So,  for  almost  a  decade  the  FCC 
has  been  encouraging  competition 
over  Ma  Bell's  anguished  protests. 
One  of  the  most  highly  publicized 
results  has  been  domestic  satellite  sys- 
tems; space  is  now  full  of  competitors 
to  AT&T.  In  FCC  Chairman  Wiley's 
view,  it  has  been  overwhelmingly 
beneficial  in  a  competitive  sense. 

In  1971  the  FCC  had  to  address 
itself  to  whether  data  processing  was 
a  field  it  should  regulate.  To  its  cred- 


it, it  stayed  out.  But  if  you  can  now 
turn  a  teletypewriter  into  a  computer, 
how  do  you  tell  which  is  which?  Is  a 
teletypewriter  communications  equip- 
ment? Is  the  communications  network 
part  of  the  computer  system?  Like  it 
or  not,  the  FCC  has  a  problem.  To 
try  to  solve  it,  the  FCC  came  up  with 
definitions  of  various  mixes  of  the 
technologies,  including  two  "hybrids." 

In  1956,  after  a  seven-year  anti- 
trust struggle  with  the  Justice  De- 
partment, AT&T  had  signed  a  con- 
sent decree  barring  it  forever  from 
"any  business  other  than  the  fumi.sh- 
ing  of  common  carrier  communica- 
tions services." 

As  a  result,  while  AT&T  faces  com- 
petition in  basic  communications,  it 
is  also  barred  from  competing  in  the 
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Before  you  make  a  major 
international  banking  decision, 
wouldn't  it  be  prudent  to  talk  to 
aSwissbaidfier? 


In  financial  matters  it  always  pays  to 
consult  a  specialist. 

When  you  call  the  Swiss  Bank  Corpora- 
tion you'll  be  put  in  contact  with  a  specialist 
in  your  area  of  concern.  His  advice  and  infor- 
mation are  backed  by  a  worldwide  network 
of  experienced  bankers. 

So  pick  up  the  phone  and  give  us  a  call. 
When  it  comes  to  matters  of  international 
finance. .  .even  other  banks  do. 


SWISS  BANK 
CORPQRATipN 

2^^       The  international  specialists 


With  branches  in  New  York  (212)  791-2777,  Chicago  (312)  346-0360  and  San  Francisco  (415)  434-2640. 
Representative  offices  in  Los  Angeles  (213)  489-5900  and  Houston  (713)  658-0561. 


<^" 
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JiOII'S 


FOR  mOUSTRV! 

They're  well  planned  and 
strategically  located  near  major 
manufacturing  and  distribution 
centers.  Most  have  all  utilities.  They 
offer  room  for  your  plant  to  grow  .  .  . 
and  Frisco's  dependable  freight 
service.  Parks  are  located  in  St. 
Louis,  Kansas  City,  Joplin  and 
Springfield  (Missouri),  Wichita, 
Tulsa,  Oklahoma  City,  Dallas,  Ft. 
Smith,  Birmingham,  Mobile  and 
Memphis. 

FOR  INFORMATION  please  write 
us  on  your  letterhead  in  complete 
confidence  and  without  obligation, 
including  as  much  as  possible  your 
specific  needs.  N.A.  KIRCHOFF, 
Vice  President— Industrial 
Development,  St.  Louis-San 
Francisco  Railway  Co.,  923J 
Frisco  BIdg.,  St.  Louis,  Mo.  63101 
orcall  (314)  241-7800. 


74040A 


St.  Louis-San  Francisco  Railway  Co 

Frisco  Territory  includes: 

Alabama,  Arkansas,  Florida, 

Kansas,  Mississippi,  Missouri, 

Oklahoma,  Tennessee. 

and  Texas 


major  direction  the  terminal  equip- 
ment business  is  inevitably  going: 
data  processing. 

Two  years  ago,  the  Justice  Depart- 
ment came  back  with  a  new  antitrust 
suit.  This  one  is  tougher.  It  demands 
that  AT&T  divest  itself  of  Western 
Electric.  It  does  not  demand  outright 
that  Bell  Labs  be  divested,  too,  but 
implies  the  courts  may  want  to  look^ 
into  this.  It  alleges  that  the  Bell  Sys- 
tem has  resisted  the  entry  of  its  new 
competitors  and  tried  to  deny  them 
interconnection  on  AT&T  lines.  So, 
AT&T  is  beset  on  many  fronts. 

Weep  not  for  AT&T,  however.  The 
collapse  of  Wyly  Corp.'s  Data  Trans- 
mission Co.  in  the  last  days  of  Aug- 
ust is  a  measure  of  AT&Ts  clout. 
It  has  developed  a  means  of  using 
previously  vmused  portions  of  the  mi- 
crowave baseband  to  send  data  "un- 
der voice"  transmissions;  the  system 
is  in  eflFect  in  24  cities  so  far,  but  a 
recent  FCC  staflF  ruling  held  that  the 
rates  AT&T  is  charging  are  too  low. 
The  judges  suspected  "cross-subsidi- 
zation" from  one  part  of  the  Bell 
System  to  another. 

Predatory  Pricing 

The  fact  is  that  the  new  competi- 
tion has  complicated  rate-making;  the 
FCC  does  not  really  know  whether 
the  monopoly  is  using  the  profit- 
guaranteed  part  of  its  business  to  sub- 
sidize "predatory  pricing"  in  the  com- 
petitive part.  (Two  huge  studies  of 
rate-making  are  under  way  to  try  to 
determine  this.)  It  is  not  even  sure 
of  the  best  accounting  to  require.  If 
a  regulated  common  carrier  offers  a 
new  service,  should  its  rate  be  based 
on  the  financial  structure  of  the 
whole  system  or  only  on  the  cost  of 
the  additional  service?  The  difference, 
in  accountantese,  is  between  "fully 
distributed"  or  "long-run  incremental" 
costs  systems. 

AT&T  has  also  fought  back  with  a 
special-interest  bill  called  the  "Con- 
sumer Communications  Reform  Act 
of  1976,"  now  before  Congress.  It 
would  place  terminal  interconnection 
regulation  under  the  states  rather  than 
the  FCC.  It  would  also  require  spe- 
cialized common  carriers  to  prove  a 
telephone  or  telegraph  company 
couldn't  do  the  job  before  being  al- 
lowed to  offer  a  new  service.  After  in- 
tensive telephone  industry  lobbying, 
170  congressmen  and  15  senators  have 
put  their  names  on  the  bill.  The  bill 
has  a  good  chance  of  passing  in  some 
form  and  of  at  least  partially  rolling 
back  the  FCC's  competitive  policy. 

Meanwhile,  the  "hybrid"  categories 
of  data  processing  and  data  commu- 
nications set  up  by  the  FCC  were 
breaking  down  under  pressure  of  tech- 
nology. An  example  of  this  technology 


is  a  glamorous  piece  of  equipment 
AT&T  calls  an  "advanced  teletype- 
writer"—Dataspeed  40.  Its  latest  in- 
carnation transmits  and  receives  at  up 
to  4,800  words  per  minute,  has  a  tele- 
vision-like screen  for  editing  and  cor- 
recting, a  storage  capacity,  and  can 
communicate  with  highly  sophisticat- 
ed computer  systems.  It  is,  AT&T 
Vice  President  William  R.  Sharwell 
concedes,  "A  smart  terminal— there 
are  few  dumb  ones  left." 

IBM  Objects 

AT&T  successfvdly  marketed  three 
generations  of  Dataspeed  40.  But 
when  40/4  came  along,  IBM  object- 
ed. It's  used  as  a  part  of  a  computer 
system,  said  IBM;  thus  it's  data  pro- 
cessing, and  outside  both  FCC  juris- 
diction and  AT&T's  territory.  Last 
spring,  the  Commission's  Common 
Carrier  Bureau  agreed  with  IBM. 
AT&T  has  appealed  to  the  full  Com- 
mission (which  will  probably  decide 
this  fall).  Although  40/4  has  been 
marketed  intrastate,  AT&T  Vice  Presi- 
dent James  R.  Billingsley  says  Bell 
will  be  "severely  damaged"  if  the 
ruling  stands.  Adds  Sharwell:  "The 
data  communications  market  now  is 
probably  in  the  neighborhood  of  $4 
billion.  Inside  the  next  ten  years  or  so 
that's  probably  going  to  increase  by 
five  times.  The  question  is  to  what  ex- 
tent we  will  participate."  Clearly, 
AT&T  doesn't  see  any  fair  reason  to 
be  kept  out. 

AT&T's  arguments  did  have  the  ef- 
fect of  helping  cause  the  FCC  to 
scrap  the  hybrids  and  propose  a  single 
new  definition:  Data  processing  is 
anything  in  which  the  "semantic  con- 
tent or  meaning"  is  changed  in  trans- 
mission—or in  which  whatever  comes 
out  is  a  "programmed  response"  to 
what  goes  in.  Angels  are  dancing  on 
the  head  of  the  Government's  pinl 
But  the  angels  may  yet  turn  out  to 
be  a  blessing  to  AT&T. 

Government  planners— whatever 
their  feelings  about  AT&T— are  in- 
trigued by  the  prospect  of  turning 
Bell  Labs  loose  on  IBM.  Says  an  FCC 
official:  "It's  very  clear  that  data  ter- 
minals and  communications  termi- 
nals are  becoming  indistinguishable. 
AT&T  and  IBM  are  in  the  same  mar- 
ket, whether  they  like  it  or  not." 
Chairman  Wiley  is  careful  not  to  com- 
mit himself  until  after  the  Dataspeed 
40  ruling,  but  he  essentially  agrees: 
"I  could  see  a  lot  of  public-interest 
aspects  involved  in  direct  competi- 
tion between  AT&T  and  IBM  for  the 
terminal  market." 

Says  AT&T's  Sharwell:  "Does  any- 
body believe  that  if  the  full  manage- 
ment talent  existing  in  the  Bell  System 
were  turned  loose,  it  would  not  pro- 
vide worthy  competition  for  IBM?" 


58 


FORBES,   SEPTEMBER    15,    1976 


i 


Sonie 


fuel 


STffi-KSSrf 


from 


Without  realizing  it,  there 
are  a  lot  of  people  who 
will  frankly  have  us  to 
thank  for  keeping  them 
warm  (or  cool)  in  coming 
years. 

Amcord  decided  over  two 
years  ago  to  convert  Its 
Western  cement  plants  to 
burn  less  costly  and  more 
abundant  coal  instead  of 
fuel  oil  and  natural  gas. 
This  decision  was  made 
before  the  "energy  crisis" 
hit  the  headlines.  It  was  a 
tough,  lonely  $9  million 
decision.  And  it's  paid  off 
in  many  ways. 

Among  other  things,  our 
conversion  to  coal  has 
made  available  12  billion 
cubic  feet  of  natural  gas 
each  year  for  other 


AMCORD 


AllH» 


purposes.  That's  enough 
to  meet  the  yearly  require- 
ments of  125,000  homes, 
or  a  city  roughly  the  size 
of  Des  Moines. 

We  think  that  decision  will 
pay  off  even  more  for 
Amcord's  shareholders 
when  the  next  energy 
crisis  comes.  The  nation's 
current  lack  of  a  coherent 
and  realistic  energy  policy 
could  lead  to  catastrophic 
results  for  American  busi- 
ness in  the  near  future. 
Just  look  at  the  alarming 
growth  in  imported  oil 
deliveries  today  compared 
to  two  years  ago.  And 
even  now  the  OPEC 
nations  are  considering 
yet  another  price  rise. 

It's  our  belief  that  cost 

Amcord,  Inc. 

Hercules  Cement  Company 
Peerless  Cement  Company 
Phoenix  Cement  Company 
Riverside  Cement  Company 
Muskin  Corporation 
Pascoe  Steel  Corporation 
Little  Lake  Industries 
Snowmass-at-Aspen 


savings  in  operating  our 
plants  should  be  shared 
with  our  shareholders 
through  regularly 
increased  cash  dividends. 
And  we've  raised  our  divi- 
dends 7  out  of  the  last  8 
quarters,  in  line  with  our 
earnings  improvement. 

Frankly,  we'd  rather  see 
our  profits  go  to  our 
shareholders  than  to 
higher  energy  costs. 
In  fact,  you  might  say 
we're  really  fueled  up 
about  it. 


WT  Pascoe,  III 

Chairman  of  the  Board  and 

Chief  Executive  Officer 


William  T.  Pascoe,  III,  Chairman       F6 
Amcord,  Inc. 

610  Newport  Center  Drive 
Nev\/port  Beach,  California  92663 

I  want  to  hear  more  about  your  company 
and  the  industries  it  serves.  My  card 
is  attached. 


Listed  NYSE,  PSE.  Symbol:  AAC.  (One  of  a  series  of  advertisements  directed  at  familiarizing  the  American 

business  and  financial  community  witti  one  of  the  country's  most  dynamic  manufacturing  and  marketing  corporations.) 


Don't  Count  Us  Out! 

Says  Bill  Norris,  referring  to  Control  Data's  spotty  record: 
"If  you  believe  in  the  law  of  averages,  we're  doomed." 
But  Norris  believes  in  innovation,  not  in  averages. 


Control  Data  Chairman  William  C. 
Norris  was  being  his  usual  feisty  self: 
"The  trouble  with  security  analysts  is 
that  they  all  went  to  the  Harvard  Busi- 
ness School— which  means  they're  not 
very  innovative.  Hell,  most  of  the  com- 
panies in  the  U.S.  are  run  by  Har- 
vard Business  School  graduates,  and 
all  they  do  is  look  at  that  bottom  line, 
and,  you  know,  putt,  putt,  putt.  They 
don't  take  risks.  They  just  want  those 
httle  incremental  jumps,  so  they  can 
keep  the  bottom  line  under  control." 

Certainly  Control  Data  has  failed  to 
keep  its  bottom  line  under  control. 
Last  year  it  earned  $2.15  a  share.  The 
year  before  it  lost  22  cents.  It  made 
$3.40  in  1973,  but  in  1970  lost  82 
cents.  A  regular  roller  coaster. 

Security  analysts  return  Norris' 
compliment.  They  claim  Norris  has 
misled  them  in  the  past,  and  many  of 
them  no  longer  even  follow  his  com- 
pany. Control  Data  stock  sold  at  159 
in  1968.  It  sank  below  10  in  1974 
and  even  now  is  back  only  to  22. 

The  analysts  tend  to  think  Norris 
doesn't  run  his  company  very  well. 
Norris  replies  that  they  just  don't  un- 
derstand risk-taking.  "By  God,  you 
can't  say  CDC  is  afraid  to  innovate. 
We  took  very  great  risks  and  the  re- 
sult was  violent  changes  in  our  earn- 
ings. We  are  the  most  innovative  com- 
pany in  the  world  and  this  blessed 
company  is  going  to  roll  into  the  21st 
century  in  full  gear." 

Norris  has  a  good  case,  and  Control 
Data  has  some  impressive  accomplish- 
ments to  its  name.  It  survived  against 
International  Business  Machines  in  the 
computer  field— which  is  more  than 
RCA,  Xerox  and  a  good  many  other 
big  companies  could  do.  From  a  noth- 
ing start  in  the  late  Fifties,  the  com- 
pany has  continued  to  grow;  its  rev- 
enues this  year  will  be  better  than  last 
year's  $1.9  billion. 

Basically,  Control  Data  is  two  com- 
panies: The  original  scientific  comput- 
er business,  gready  expanded  and  di- 
versified; and  Commercial  Credit,  a 
credit  and  insurance  company.  Com- 
puters themselves  account  for  only 
about  one-fourth  of  revenues— Control 
Data  is  the  smallest  of  the  survivors  in 
mainframe  machines.  Peripheral  data 
processing  equipment,  a  Control  Data 
stronghold,  accounts  for  about  17%  of 
revenues.  Computer  services,  yet  an- 
other Control  Data  specialty,  ac- 
count for  another  fourtii  and  Com- 


mercial   Credit   for    the    remainder, 

Control  Data  took  its  lumps  from 
IBM,  but  it  also  got  in  a  couple  of 
good  counterpunches.  In  1973  Norris 
won  a  settlement  from  IBM  of  an  anti- 
trust suit.  The  settlement  may  have 
been  worth  $75  miUion.  IBM  paid  $40 
million  in  cash  and  turned  over  its  own 
Service  Bureau  to  be  combined  with 
Control  Data's  flourishing  computer 
time-sharing  and  service  business. 
(Time-sharing,  basically,  consists  of 
renting  time  on  large  computers  to 
users  who  need  the  computing  power 
when  they  need  it  but  can't  afford  a 
big  machine  full  time. ) 

Norris  figures  he  now  has  $1  billion 
invested  in  his  service  business,  which 
includes  60  time-sharing  centers  in  the 
U.S.  and  49  in  18  different  foreign 
coimtries.  They  are  linked  by  tele- 
phone lines  and  satellite  communica- 
tions. For  a  fee.  Control  Data  will  get 
you  fast  answers  on  bond  yields  or 
tickets  for  a  concert. 

The  Main  Gamble 

Norris  predicts  that  his  computer- 
service  business  will  be  doing  $1  bil- 
lion a  year  by  1980— over  twice  last 
year's  total.  To  get  there,  he  is  count- 
ing heavily  on  the  long-awaited  de- 
velopment of  programmed  instruction 
in  schools.  "It's  going  to  be  the  biggest 
segment  of  our  business  in  ten  to  15 
years,"  says  Norris.  "The  resistance  is 
still  there,  but  schools  are  going  broke 
and  they're  going  to  have  to  go  to 
computer-based  instruction  in  order 
to  survive." 

In  peripheral  equipment— such  gad- 
gets as  computer  printers,  storage  sys- 
tems and  magnetic  tapes— Control 
Data  has  gone  into  profitable  joint 
ventures  with  rival  firms.  This  has  been 
Norris'  way  of  competing  with  IBM's 
great  economies  of  scale  for  compu- 
ter parts. 

His  biggest-risk  business  is  in  large 
computers,  machines  that  sell  for  $1 
million  and  more.  Four  years  ago 
Norris  lost  his  genius,  computer  de- 
signer Seymour  Cray,  who  quit  to 
start  Cray  Research.  CDC's  first  non- 
Cray-designed  supercomputer,  the 
STAR,  has  been  disappointing;  only 
four  are  in  the  field.  Norris  answers 
that  with  CDC's  years  of  software  ex- 
perience and  its  ability  to  put  its  su- 
percomputers into  its  existing  time- 
sharing network,  Control  Data  will 
remain    a    leading    company    in    this 


Norris  of  Control  Data 

niche  where  even  IBM  has  lost  money. 

Even  if  Cray's  new  number-crunch- 
ers do  cut  into  the  market  of  the  old 
CDC  machines  that  he  designed,  Nor- 
ris will  not  be  completely  a  loser. 
Cray  is  accustomed  to  using  CDC 
components  and  will  be  a  heavy  buy- 
er of  CDC  peripheral  equipment.  And 
CDC  is  one  of  the  venture-capital  in- 
vestors in  Cray  Research. 

Norris  is  pushing  for  more  sales  of 
his  big  scientific  computers  to  the  So- 
viets, Chinese  Communists  and  any- 
one else  who  wants  to  buy  them. 
But  sales  of  some  models  to  the  East- 
em  bloc  have  been  forbidden  by  Con- 
gress on  the  grounds  that  these  com- 
puters could  be  used  to  help  direct  a 
missile  attack  against  the  U.S. 

Norris  fumes  at  these  delays.  "A 
couple  of  dozen  large  American  com- 
puters are  not  going  to  change  any- 
thing in  Russia,  particularly  when 
Russia  already  has  the  ability  to  de- 
stroy us  two  times  over.  So  when  you 
get  down  to  it,  blocking  such  sales 
for  U.S.  computer  companies  means 
losing  a  hundred  thousand  jobs  in  ten 
years.  Does  that  make  sense?"  Norris 
supplies  his  own  answer:  "Damn  right 
it  doesn't." 

Concentrating  on  giant  computers, 
on  joint  production  of  peripherals 
with  the  other  computer  survivors  and 
on  time-sharing  services,  Norris  claims 
that  he  is  avoiding  competing  in  those 
areas  where  IBM  is  most  powerful. 
He  insists  he  never  dreamed  he  could 
compete  with  IBM  head  on:  "Not 
even  when  I  was  drunk." 

No  question.  Bill  Norris  is  a  true 
believer  and  a  good  salesman  for  his 
cause.  And  he  has  survived  against 
IBM.  But  investors  and  analysts  re- 
main unconvinced.  Scheduled  to  ad- 
dress the  New  York  Society  of  Securi- 
ty Analysts  in  midsummer,  Norris 
had  a  printed  speech  that  noted  his 
last  talk  there  was  delivered  in  the 
midst  of  a  snowstorm.  "Today  . . . 
happily,"  it  said,  "both  the  weather 
and  the  condition  of  Control  Data  arc 
substantially  improved." 

It  was  pouring  outside,  one  of  the 
worst  days  of  the  summer.  ■ 
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DISTRIBUTION 
SYSTEMS. 


The  shortest  distance  between  you 
and  your  market  is  a  system  that 
works.  Ships?  Yes.  Trucks?  Yes.  But 
there's  more.  Communications  equip- 
ment, warehouses  and  computers. 
And  how  you  get  them  and  how  you 
use  them  make  the  big  difference  in 
your  bottom  line. 

A  complete  system,  or  any  part  of 
that  system  —  General  Electric  Credit 
can  finance  it.  Or  lease  it. 

Like  the  "100-mile  freight  train." 


A  GECC  leveraged  lease  is  rolling 
10,000  new  freight  cars  onto  Amer- 
ica's rails.  Who  else  but  GECC  could 
put  together  railroad's  largest  lease? 

What  else  do  we  finance  and  lease? 
You  name  it.  A  containership  ...  an 
office  full  of  furniture  ...  a  $5  retail 
sale  at  a  local  shopping  mall. 

For  full  information,  call  T.  T.  Gray 
at  (203)  357-4420.  Or  write  him  at 
GECC,  260  Long  Ridge  Rd.,  Stamford, 
Connecticut  06904. 


General 
Electric 
Credit 

CORPORATION 


Administrative  Offices: 
Stamford,  Connecticut  06904 


Equipment  and  Fleet  Leasing 

Installment  Purchase  Plans 

Computer  Financing  and  Leasing 

Capital  Loans 

Real  Estate  Financing 

Accounts  Receivable  and  Inventory  Financing 

Wholesaler,  Retailer  and  Consumer  Credit 

Mobile  Homes  •  Home  Modernization  •  Boats 

Progress  for  People  and  Business 


Insure  Yourself? 


Can  you  save  a  bundle  as  a  self-insurer?  With 

rates  going  up,  more  and  more  companies  are  trying. 


There  are  no  figxjres  to  prove  it, 
but  all  the  indications  are  that  busi- 
nessmen are  increasingly  turning  to 
self-insurance  in  an  effort  to  cope  with 
the  skyrocketing  cost  of  protection. 
Total  U.S.  insurance  coverage  is  ex- 
pected to  remain  level  this  year  de- 
spite continuing  inflation  and  rising 
settlement  costs.  To  a  degree  this  re- 
flects the  difficxilty  of  getting  cover- 
age, but  it  also  means  that  more  and 
more  businesses  are  insiuing  them- 
selves. Among  those  who  do:  Avon 
Products,  Exxon  and  General  Mills. 

Is  this  hurting  insurance  brokers 
who  buy  for  big  clients?  In  a  sense, 
yes.  "But  we  haven't  just  laid  down 
our  tools,"  retorts  Chairman  Adrian  B. 
Palmer  of  Chicago's  RoUins  Burdick 
Hunter.  For  a  fee,  brokers  like  RBH 
and  Marsh  &  McLennan,  the  coun- 
try's largest,  help  clients  administer 
self -insurance  programs.  The  insur- 
ance companies  are  close  behind: 
Aetna  subsidiaries  sell  administrative 
services  to  self-insuring  companies,  as 


does  INA's  ESIS  (for  Employers  Self- 
Insurance  Service)  subsidiary. 

If  it  were  possible,  many  a  U.S. 
company  would  be  setting  up  its  own 
captive  insurance  outfit,  but  the  rig- 
ors of  state  insurance  regulations  and 
the  tax  laws  discourage  domestic  cap- 
tives. Instead,  many  companies  are  set- 
ting up  offshore  captive  companies  to 
insure  overseas  risks— though  the  In- 
ternal Revenue  Service  frowns  on  pre- 
miums paid  even  to  such  companies. 
(Ford  Motor  Co.  now  has  in  the  U.S. 
Tax  Court  a  test  case  challenging  the 
IRS's  disallowance  of  premiums  paid 
to  its  Bermuda  captive.)  Marsh  & 
McLennan  (Bermuda)  Ltd.,  with  20 
on  staff,  manages  some  40  such  cap- 
tives, providing  services  from  under- 
writing to  claim  adjustment.  "All  a 
parent  company  has  to  do  is  hold 
board  meetings,"  says  Philip  J.  Brown 
Jr.,  head  of  M&M's  technical  services. 

Is  home-made  insurance  cheaper 
than  store-bought  varieties?  In  some 
cases,  undoubtedly,  yes.  In  many  for- 


eign countries,  for  example,  compa- 
nies that  install  sprinklers  get  no  rate 
reduction  from  the  lowered  risk.  Your 
own  company  can  always  take  such 
factors  into  account. 

But  can  self-insurance  save  money 
in  the  U.S.?  Many  companies  fervent- 
ly believe  it  can.  Paying  premiums  for 
an  insurance  company  to  pay  out,  says 
Richard  Linger,  International  Harves- 
ter's assistant  manager  for  corporate 
insurance,  is  "just  exchanging  dollars 
with  the  insurance  company,  to  the 
tune  of  one  dollar  for  each  70  cents 
paid  out  in  losses." 

But  that  formulation  omits  several 
things— for  example,  administrative 
costs,  which  run  some  25  cents  on  the 
premium  dollar  for  insurance  compa- 
nies. Only  the  largest  self-insurers  can 
enjoy  the  economies  of  scale  that  ac- 
crue to  even  average-sized  insurance 
companies.  Moreover,  any  insurance 
company  has  the  absolute  advantage 
of  being  able  to  set  up  tax-free  re- 
serves—and earn  money  on  them. 

What  it  adds  up  to  is  that  a  large 
self-insurer  could  probably  save  a 
bit  today,  when  independent  insurers 
are  intent  on  raising  rates.  But,  says 
M&M's  Brown,  "When  the  insurance 
companies  start  lowering  rates  and 
competing  for  business  again,  some 
people  will  give  up  self-insurance."  ■ 
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Thats  a  Butler  building? 


Yes,  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet.  they  also  give  you  all 
the  important  time  and  money 
savings  of"  systems  construction. 

To  learn  more  about  beauti- 
ful, time  and  money  saving 


Butler  buildings  and  the  local, 
independent  contiaclt)i  v\ho  can 
build  one  lor  you,  write  Buller 
Mfg.  Co.,  BMA  lower.  Dept. 
B-396.  Kansas  City,  Mo.  64141. 
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Bursting  Cupboards 


U.S.  farmers:  Freedom  to  profit  also  means  freedom  to  lose. 


By  PHYLLIS  BERMAN 

When  farmer  Ogden  A.  Kadel  talks 
about  the  grain  bins  on  his  2,000- 
acre  farm  in  Beloit,  Kan.  filled  with 
60,000  bushels  of  wheat,  there  is  not 
even  a  hint  of  concern  in  his  voice. 
"Generally  when  I  get  around  to  sell- 
ing, it's  year-old  wheat,"  says  Kadel. 
"See,  I've  got  to  hold  on  to  it  until  the 
first  of  the  year  for  income  tax  pur- 
poses. But  shoot,  I  know  farmers 
around  here  with  two-  or  three-year- 
old  wheat  on  hand."  His  voice  rises  on 
a  note  of  defiance:  "They  won't  have 
to  sell  until  they  get  the  right  price. 
No,  I  believe  the  farmer  can  hold  out 
for  a  good  long  while." 

But  can  he?  Small-town  bankers 
and  commodities  experts  throughout 
the  Midwest  are  less  sanguine  about 
the  farmer's  chances  to  buck  overpro- 
duction by  holding  back  supply. 

With  all  of  the  winter  wheat  har- 
vested, the  metal  bins  on  farms  and 
country  and  terminal  elevators  are 
filling  to  capacity  with  the  Second- 
largest  wheat  crop  ever,  2.1  billion 
bushels,  only  3%  below  last  year's  rec- 
ord. Now  the  U.S.  Department  of  Ag- 
riculture is  predicting  a  record  com 
crop  of  6.2  million  bushels  and  im- 
proved prospects  for  two  other  live- 
stock feedgrains:  oats  and  barley. 

Grain  surpluses  are  nothing  new  to 
the  U.S.  What  is  new  is  that  for  the 
third  year  in  a  row,  farmers  are  choos- 
ing to  stockpile  grains  in  on-farm  stor- ' 
age  or  commercial  elevators,  instead 
of  in  government-owned  bins  through- 
out the  Midwest.  Unless  exports  bail 
him  out— and  it  doesn't  look  like  they 
will— the  farmer  will  carry  over  rhore 
than  1  billion  bushels  of  wheat  into 
1977,  worth  close  to  $3  billion  at  to- 
day's cash  prices.  That's  up  from  665 
million  bushels  this  year  and  430  mil- 
lion bushels  the  year  before.  In  one 
year  the  carryover  of  feedgrains  could 
double  to'  33  million  tons. 

It's  a  waiting  game  and  the  farm- 
ers may  not  win  it.  Since  July  4,  when 
most  of  the  winter  wheat  was  har- 
vested, futures  grain  prices  have  nose- 
dived. Chicago  December  wheat  de- 
chned  from  $4.20  a  bushel  to  a  recent 
$3.18,  December  com  from  $2.96  to 
$2.79  and  sbybeans  for  November  de- 
livery from  $7.47  to  $6.74.  While 
farmers  rarely  use  the  futures  market 
{see  box,  p.  66),  the  futures  price  is 
a  reflection  of  grain  demand.  But,  a 
more  important  index  to  the  farmer 
is  the  "basis,"  or  the  difference  be- 
tween the  local  cash  price  of  a  grain 


and  the  futures  price.  For  example: 
Recently  the  December  com  option 
closed  at  $2.67  and  the  cash  price  for 
com  in  Des  Moines  was  $2.30.  That 
difference,  or  basis,  is  "37  vmder."  Ex- 
plains Gordon  Linn  of  Lincoln  Com- 
modities in  Chicago:  "A  strong  de- 
mand would  be  reflected  in  a  basis 
of  20  imder.  What  the  basis  is  telling 
the  farmer  now  is  to  store  his  grain 
in  a  wheelbarrow  if  he  has 
to."  Trouble  is,  some  farm-  ,  _•! 

ers  may  soon  run  out  of 
wheelbarrows— and  mon- 
ey. Norman  Still  of  Farm- 
ers Grain  Dealers  Associa- 
tion in  Des  Moines,  which 
represents  330  elevators 
and  120,000  fanners,  says: 
"We  know  farmers  in  Iowa 
that  are  holding  on  to 
their  1974  production.  If 
we  have  a  bumper  harvest 
this  year,  they're  going  to 
kill  themselves." 

According  to  Farmers 
Union  statistics,  farmers 
will  break  even  on  their 
costs  of  production  (in- 
cluding estimates  for  man- 
agement and  land  costs) 
at  $2.79  per  bushel  of 
com,  $5.40  for  a  bushel  of 
soybeans  and  $3.94  per 
bushel  of  wheat.  In  other 
words,  at  present  prices, 
the  market  offers  the  farm- 
er little  or  no  profit. 

Breaking  even,  how- 
ever, is  not  the  name  of 
the  game.  Farmers  fond- 
ly remember  the  early 
Seventies,  when  exception-  g^^jj^^  j^j^ 
al    Russian    demand    for      ^^^^  ^^^  ^^^ 

crops  sent  soybeans  from      

around   $3   to  a  high   of 
$12.27  in  1973  and  wheat  to  $6.19 
and    com    to    $3.96    the    next    year. 
"Farmers  can't  forget  that  they  sold 
too  early  back  then,"  Still  explains. 

To  finance  next  year's  crops,  well- 
established  farmers  like  Kadel  borrow 
against  their  land.  Thus,  even  if  grain 
prices  drop  further,  the  bankers  are 
protected.  Kadel,  a  farmer  for  40 
years,  has  watched  his  land  values 
triple  in  the  last  five  years. 

Others,  not  so  lucky,  must  borrow 
against  their  stored  crops.  Says  Low- 
ell Byarlay  of  Farmers  National  Bank 
in  Osborne,  Kan.,  "The  farmers  are  get- 
ting ripped  off.  Storage  can  cost  24 
cents  a  bushel  per  year,  and  interest 
around  27  cents  a  year  a  bushel.  They 
can  hold  only  to  the  extent  that  these 


costs  don't  eat  up  the  value  of  their 
product." 

There  might  even  be  a  shortage  of 
storage  space,  which  could  mean 
dumping  grains  on  the  ground.  "Ev- 
eryone is  talking  about  all  the  wheat 
that's  around,"  says  Ray  Daleo  of 
Bridgewater  Associates,  a  hedging  ad- 
visory service.  "These  same  people  are 
worrying  that  the  com  crop  won't  be 
enough.  The  real  question  is:  What 
are  we  going  to  do  with  all  that 
com?  At  least  wheat  has  a  home." 

Since  almost  two- thirds  of  U.S. 
wheat  is  produced  for  export,  Presi- 
dent Ford's  embargo  last  summer  on 


bins,  Ogden  Kadel  has  two  Quonset 
fill  with  40,000  more  bushels  of  grain. 

shipments  to  Russia  and  Poland  (ag- 
gravated by  the  Longshoremen's  re- 
fusal to  load  ships  with  grain  bound 
for  export)  is  a  sore  point  with  farm- 
ers. To  some  extent,  however,  the 
problem  is  economic,  not  political.  It's 
the  old  supply-demand  equation. 

Dan  Shipley,  vice  president  of 
Cook  Industries,  a  major  exporter,  es- 
timates wheat  exports  will  be  down  at 
least  10%  from  last  year.  Shipley 
blames  that  on  better  crops  abroad 
plus  the  competition  for  exports  from 
Canada  and  Argentina. 

What  farmers  fear  is  a  return  to 
the  pre-1972  federal  agriculture  pro- 
gram that  funneled  surplus  grains  into 
government-owned  bins.  This  put  a 
nice  firm  floor  under  crop  prices.  But 
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If  there's  anybody  who  can 
appreciate  a  high-performance  machine, 
it's  the  automotive  industry. 

So  when  the  major  manufacturers 
were  looking  for  a  faster  way  to  get 
out  things  UEe  specification  changes, 
dealer  reports,  and  crucial  sales 
figures,  tney  naturally  turned  to  the 
Xerox  9200  Duplicating  System. 

That's  because,  with  its  comput- 
erized programmer,  the  9200  can 
automatically  feed,  cycle,  reduce  and 


sort  a  limitless  number  of  sets  at  the 
incredible  speed  of  two  pages  a 
second. 

Which  means  that  now  they  can 
get  a  lot  more  done  in  a  lot  less  time. 

In  fact,  the  automotive  companies 
were  so  impressed  with  the  Xerox 
9200,  they  now  have  40  of  them 
parked  in  their  offices. 

XEROX 


XEROX*  and  9200«are  trademarks  of  XEROX  CORPORATION. 


it  also  put  a  ceiling  on  them.  A  non- 
recourse loan  program  administered 
by  the  Commodity  Credit  Corp.  al- 
lowed farmers  to  borrow  money  from 
the  Government  by  using  their  crops 
as  collateral.  Until  1972  the  govern- 
ment loan  rate  guarantees  were  often 
higher  than  the  market  price.  So  the 
farmer  simply  wouldn't  redeem  his 
crops  at  the  end  of  that  year. 

After  their  tremendous  prosperity  of 
recent  years,  farmers  fear  a  ceiling 
more  than  they  want  a  floor.  And 
that's  what  the  Republican  Adminis- 
tration has  done:  lowered  the  floor 
and  removed  the  ceiling.  Today  loan 
rates  are  set  deliberately  low.  Banks 
offer  the  farmers  $2.50  per  bushel  of 
wheat,  vs.  the  $1.44  the  Government 
is  giving.  The  result  has  been  that 
the  CCC— once  the  stockpiler  of  U.S. 
reserves— is  out  of  the  grain  business. 
In  1971  the  CCC  owned  144  milhon 
bushels  of  com  and  372  million  bush- 

The  Hedging  Phobia 

Could  the  grain  farmer  have  done 
anything  besides  withhold  his  crop  to 
protect  himself  against  the  downward 
pressure  on  prices  of  a  record  harvest 
like  this?  Yes,  for  one,  he  could  have 
hedged  in  the  futures  market.  Hedg- 
ing advisory  services  have  sprung  up 
to  counsel  farmers  when  and  how  to 
hedge.  Universities  teach  it  to  agri- 
cultural students.  Even  local  bankers 
attend  seminars  on  how  to  finance 
hedging.  But  only  about  one  farmer 
in  30  hedges  to  any  extent. 

Before  1972  there  was  no  real  rea- 
son for  farmers  to  do  so;  government 
loans  and  price  supports  made  them 
less  vulnerable  to  market  fluctuations. 
Now  there  is  good  reason,  but  the 
complexity  and  apparent  risks  can 
frighten  many  farmers  away. 

In  a  way,  it's  not  siuprising.  While 
it  may  vary  with  local  market  con- 
ditions, here's  essentially  what  a 
farmer  would  need  to  do:  The  cur- 
rent cash  price  of  a  crop  and  the 
value  of  a  futures  contract  in  that 
same  crop  almost  always  move  in  the 
same  direction.  Assume  a  farmer  has 
10,000  bushels  of  wheat  coming  to 
harvest  in  July.  To  protect  that  crop 
in  the  fall  against  a  decline  in  wheat 
prices,  he  "sells"  10,000  bushels  of 
wheat  on  the  futures  market  for  De- 
cember delivery. 

Suppose,  as  time  goes  by,  both  the 
cash  price  and  the  futures  price  for 
winter  wheat  fall  by  80  cents  a  bush- 
el. The  farmer  doesn't  lose  any  mon- 
ey. He  will  lose  80  cents  per  bushel 
in  the  cash  market  when  he  sells  off 
his  wheat  through  the  usual  charmels 
—either  to  an  elevator,  miller  or  export- 
er. But  he  will  gain  80  cents  per  bush- 


els of  wheat.   In   1975  the  CCC  no 
longer  owned  any  grain. 

Will  The  Bottom  Drop? 

At  the  moment,  therefore,  the 
farmers  are  providing  their  own  floor, 
but  it's  an  expensive  process— and  it 
may  not  hold.  According  to  Henry 
Casso,  economist  for  the  Senate  Ag- 
riculture Committee,  the  effect  of  a 
1-billion-bushel  carryover  of  wheat, 
without  supporting  exports,  will  mean 
that  the  bottom  will  drop  out  of  farm 
prices,  and  that  "would  put  a  lot  of 
pressxu-e  on  Jimmy  Carter."  The  Re- 
publican and  Democratic  platforms  of- 
fer the  farmer  some  choice:  Repub- 
licans oppose  government-controlled 
grain  reserves.  The  Democrats  are 
calling  for  a  rebuilding  of  at  least 
some  reserves— a  two-month  supply, 
owned  half  by  the  farmer  and  half 
by  the  government. 

Still,  it's  hard  to  find  a  farmer  who 


likes  the  idea  of  the  Government  step- 
ping back  into  his  business.  Since  farm 
income  has  almost  doubled— from 
$14.2  billion  in  1972  to  $26  billion 
last  year— farmers  feel  they  have  the 
resources  to  hold  out.  And  they  be- 
lieve they'll  get  a  better  shake  with 
grain  reserves  in  their  hands,  not 
Washington's.  Ironically,  the  effect  of 
withholding  grains  might  be  the  very 
thing  that  will  force  the  Government 
back  into  grain  reserve  stockpiling. 

And  as  Norman  Still  points  out:  "In 
1975  if  the  farmer  had  arbitrarily— 
without  looking  at  the  market— sold 
one-twelfth  of  his  com  at  the  first  of 
every  month,  he  would  have  aver- 
aged $2.96  for  a  bushel  of  corn.  By 
holding  their  produce,  I'm  sure  they're 
realizing  considerably  less." 

A  free  market  has  advantages.  But 
you  must  swallow  its  discipline;  you 
can't  have  things  both  ways.  That's 
what  farmers  are  discovering  today.  ■ 


el  when  he  buys  back  his  "short"  fu- 
tures contract  at  80  cents  less  than  he 
paid  for  it.  His  net  difference  on  the 
transaction  was  zero,  but  hedging 
made  the  difference  between  a  prof- 
itable year  for  him  and  an  unprof- 
itable one. 

Now  suppose  both  the  cash  price 
and  futiores  price  rose  80  cents  a 
bushel.  Again,  the  farmer  loses  no 
money.  In  the  second  case,  he  would 
have  lost  in  the  futtu^es  market  but 
made  up  the  difference  in  his  cash 
crop  transaction. 

"There's  no  question  that  hedging 
would  have  helped  a  farmer  this 
year,"  explains  J.  Errol  Baxter  of 
Heinold  Commodities'  farm  market  di- 
vision in  DeKalb,  111.  "Heck,  Decem- 
ber wheat  futxires  contracts  were  as 
high  as  $4.20  around  July  5,  but  since 
then  they've  dropped  to  around  $3.20. 
Anyone  who  sold  futures  around  that 
$4  mark  would  have  had  his  price 
protected." 

But,  to  the  cautious  farmer,  the 
practice  of  hedging  looks  like  gam- 
bUng,  says  Gordon  Linn  of  Lincoln 
Commodities.  Another  thing  that 
keeps  a  farmer  out  of  the  futures 
market,  he  believes,  is  the  margin 
call.  Margin  money  is  technically 
"earnest  money,"  a  deposit  that  a 
futures  trader  must  make  as  a  finan- 
cial guarantee  that  hell  fulfill  his  ob- 
ligations. The  initial  margin  is  usual- 
ly 10%  of  the  value  of  the  total  con- 
tract. To  sell  a  futures  contract  for 
10,000  bushels  of  wheat  at  $4  a  bush- 
el would  require  an  initial  margin  of 
$4,000.  But  if  at  any  point  the  mar- 
ket does  go  against  the  trader  (say 
the  futures  market  moves  from  $4  to 


Farmers  don't  understand  what  goes 
on  in  the  pits,  so  they  stay  away. 


$5  per  bushel)  then  the  farmer  is 
required  to  put  in  additional  funds 
to  bring  his  margin  back  up  to  the 
initial  margin  level.  (In  this  case,  an 
additional  $1,000.) 

Says  Linn,  "If  a  farmer  sells  his 
cash  com  today  for  January  ship- 
ment, he  never  has  a  margin  call.  He 
is  never  reminded  that  he's  been 
wrong,  and  when  he  delivers  the  com 
he  doesn't  think  one  thing  about  it. 
But  when  the  futures  market  reminds 
him  with  the  margin  call  device  that 
he  is  wrong  in  his  assessment  of  the 
market,  he  doesn't  like  it."  Even  a 
farmer  who  understands  options,  like 
32-year-old  Ralph  J.  Sonnicksen,  uses 
the  futures  market  to  speculate,  but 
he  didn't  hedge  his  com  and  wheat 
this  year.  Why  not?  "I  wish  I  had," 
says  Sonnicksen  now.  "But  it's  sure 
easy  to  say  what  you  should  have 
done  when  you  can  see  just  what  the 
market  has  done.  But  predicting  to- 
morrow, isn't  so  easy." 

Agriculture  is  big  business  today. 
Its  practitioners  will  have  to  accustom 
themselves  to  using  big  business  tools. 


66 


FORBES,   SEPTEMBER    15,    1976 


When  You  Cross  A  Street, 
Look  Both  Ways 

Lyie  Yost  looked  only  in  one  direction  and  he  got  run  over. 


By  PAUL  GIBSON 

A  SCANT  three  years  ago,  Lyle  Yost 
appeared  to  have  the  world  at  his 
feet.  "We're  going  from  the  minor  to 
the  major  league  now,"  he  proudly 
told  a  visitor  to  Hesston,  Kan.  (pop.: 
2,245),  home  of  Hesston  Corp.,  the 
farm  equipment  company  he  founded 
in  1949  in  a  World  War  II  Quonset 
hut.  And  for  a  while.  Chairman  Yost, 
son  of  a  Mennonite  farmer  and  now 
63,  was  right. 

In  the  following  two  years  Hess- 
ton's  sales  doubled,  to  $207  million  in 
fiscal  1975,  while  earnings  rose  by 
one-third,  to  $8.2  million  ($3.95  a 
share),  thanks  mainly  to  its  new 
StakHand  haystacker. 

At  up  to  $17,600  each,  a  StakHand 
isn't  cheap.  But  for  a  while  it  was 
the  hottest  tool  on  the  farm  scene.  In 
mere  seconds,  a  StakHand  can  com- 
press six  tons  of  hay  into  a  weather- 
resistant  stack  shaped  like  an  over- 
sized loaf  of  bread.  Needing  only  one 
operator,  it  reduces  labor  costs. 

This  fall,  however,  Yost's  big-time 
dreams  are  in  shreds.  His  StakHands 
are  stacked  high  in  dealers'  show- 
rooms. Hesston's  stock,  above  46  in 
1973,  is  below  12  and  Hesston,  awash 
in  debt,  is  in  an  earnings  nose  dive. 
For  the  fiscal  year  ending  Sept.  30, 
Yost  says  Hesston  could  be  in  the  reci, 
a  far  cry  from  the  $3  and  up  most 
analysts  had  been  led  to  expect.  Next 
year  probably  won't  be  much  better. 
Hesston  began  fiscal  1976  with  $72 
million  in  long-  and  short-term  debt. 


vs.  only  $56  million  in  shareholders' 
equity.  In  1977  it  must  repay  $4.2 
million  in  debt  principal,  nearly  eight 
times  this  year's  amount.  Like  most 
farm  equipment  firms,  Hesston  re- 
cords sales  as  machines  are  shipped 
to  dealers,  but  continues  financing 
that  equipment  until  it's  bought  by 
the  farmer.  In  short,  profits  have  been 
booked  that  do  not  yet  exist,  that  may 
prove  to  be  losses. 

Initially,  Yost  blamed  Hesston's  set- 
back on  accounting  changes  and  then 
on  "adverse  conditions  in  the  farm 
equipment  market."  But  the  real  trou- 
ble was  a  tactical  blunder.  Yost  wor- 
ried lest  Hesston  would  be  nosed  out 
of  its  rich  market  by  a  giant  like 
Deere  &  Co.  Fully  one-fifth  of  Hess- 
ton's dealers  also  carry  Deere  equip- 
ment, and  when  Deere  in  1973 
launched  its  own  version  of  StakHand, 
challenging  in  court  the  validity  of 
Hesston's  patents,  Yost  countered  by 
alleging  patent  infringement  in  a  bit- 
ter case  that's  still  unresolved. 

Then  to  ensure  that  Hesston  would 
not  lose  orders  for  lack  of  supply,  Yost 
went  on  a  spending  spree,  mainly  on 
borrowed  money.  In  two  years  Hess- 
ton spent  $31  million,  over  1/2  times  its 
total  capital  expenditures  in  the  pre- 
vious seven  years.  Some  of  it  bought  a 
gleaming  white  headquarters,  but  most 
went  for  expanded  plants  in  the  U.S. 
as  well  as  in  France  and  Italy. 

In  the  end  it  wasn't  giant  Deere, 
but  a  far  smaller  competitor  that 
punctured  Hesston's  balloon.  In  1972 
tiny   Vermeer   Manufacturing   Co.    of 


Error.  Hesston's  Yost  built  a  winner, 
then  underestimated  the  competition. 

Pella,  Iowa  marketed  a  baler  that  cost 
a  third  less  and  produces  1,500- 
pound  round  bales  that  are  more  pop- 
ular with  farmers  than  StakHand's 
rectangular  loaves.  With  hay  prices 
this  summer  at  times  approaching 
$40  to  $60  a  ton,  farmers— contrary 
to  what  Yost  says— are  flush  with 
cash  and  eager  for  new  machines;  in 
fact,  sales  of  hay-making  equipment 
soared  from  1972's  $190  million  to 
$476  million  in  1975.  Unit  sales  are 
up  17%  in  this  year's  first  five  months. 
But  round  balers,  not  Hesston  Stak- 
Hands, are  selling. 

Unlike  Hesston,  Vermeer  didn't  try 
to  keep  the  market  all  to  itself.  In- 
stead, it  licensed  other  manufacturers 
like  International  Harvester  and  Mas- 
sey-Ferguson.  A  wise  move  becavise 
it  saved  Vermeer  from  overexpanding. 
Even  Hesston  has  a  round  baler  that 
it  licenses  from  Vermeer. 

And  that's  the  rub  for  Lyle  Yost 
and  Hesston.  Instead  of  dominating 
this  end  of  the  market,  Hesston  is 
merely  an  also-ran  with  a  lot  of  idle 
plant  on  its  hands. 

This  summer  Hesston  omitted  its 
common  stock  di\'idend,  closed  the 
new  Logan,  Utah  plant  and  sold  off 
some  small  and  unprofitable  ventures 
that  had  taken  it  into  waste  disposal 
and  lawn-care  equipment. 

Lyle  Yost  isn't  a  man  who  is  easily 
beaten,  and  Hesston,  which  has  many 
new  equipment  designs  to  its  credit, 
may  one  day  produce  another  Stak- 
Hand. But  for  the  moment  Yost's 
dreams  are  nightmares  because  he  for- 
got that  ours  is  still  a  very  competi- 
tive, innovative  society.    ■ 
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Sharing  In  America:  Foreign  Investment 


Maybe  the  Russians  aren't  coming, 
but  just  about  everybody  else  is— 
scrambling  to  buy  a  share  in  U.S.  busi- 
ness—as Forbes  was  among  the  first 
to  point  out  (Nov.  1,  1975).  The 
trend  gathers  momentum.  According 
to  the  Commerce  Department,  total 
foreign  direct  investment  in  the  U.S. 
hit  nearly  $27  billion  last  year,  up  18% 
over  1974,  and  it's  not  unlikely  that 
this  year  the  total  will  chmb  another 
$5  billion  or  so,  to  $32  billion. 

In  the  industrial  and  service  areas, 
they  come  any  way  they  can— building 
from  the  ground  up  as  Michelin  is  do- 


ing or  buying  a  share  in  an  existing 
company  as  Imetal  did  last  year. 

In  the  banking  industry,  the  pattern 
is  that  most  foreign  banks  have  set 
up  their  U.S.  operations  from  scratch. 

On  this  and  the  following  pages 
we  list  most  of  the  major  foreign  stakes 
in  major  U.S.  corporations.  The  Com- 
merce Department,  and  Forbes,  set 
a  10%  stake  as  the  dividing  line  be- 
tween a  portfolio  and  a  direct  invest- 
ment, but  the  line  is  fairly  arbitrary. 

Given  the  inherent  secretiveness  of 
most  foreign  companies,  the  listing 
that  follows  is  necessarily  fragmentary 


and  incomplete.  It  does  not  encom- 
pass the  large  investments  the  British 
and  Canadians  have  made  in  insur- 
ance, the  Japanese  in  real  estate,  tim- 
ber and  fisheries,  or  the  Europeans  in 
coal  and  oil.  And  it  does  not  encom- 
pass new  ventxu-es  just  getting  under 
way  like  Michelin's  or  Volvo's.  But  it 
does  suggest  the  enormous  range  and 
diversity  of  foreign  interest  here  and 
implies  its  considerable  economic  im- 
pact. In  1974  these  foreign  controlled 
or  influenced  companies  employed 
over  1  million  people,  and  paid  out 
more  than  $11  billion  in  wages.  ■ 


The  100  Largest  Foreign  Industrial  Investments 

Revenues 

Assets 

Profit  (Loss) 

Foreign  Investor 

Country 

U.S.  Company 

%  Owned  Industry 

(millions) 

(millions) 

(millions) 

1 

Royal  Dutch/Shellt 

Neth./U.K. 

Shell  Oilt 

69% 

oil 

$8,143 

$7,011 

$514.8 

Asiatic  Petroleum 

100 

oil 

750* 

NA 

NA 

8,893 

2 

Anglo  Americant 

S.  Africa 

Engelhard  Min.  &  Chem.t 

30 

metals  &  trading 

5,672 

1,325 

114.7 

Inspiration  Consol.  Coppert 

37* 

copper 

79 

169 

(3.9) 

Terra  Chemicalst 

51* 

chemicals 

111 

77 

18.6 

5,862 

3 

Friedrich  Flick 

Germany 

W.  R.  Gracet 

12 

chemicals 

3,529 

2,524 

166.7 

4 

George  Weston,  Ltd.t 

Canada 

Loblaw,  inc. 

100+ 

supermarkets 

900* 

NA 

NA 

National  Teat 

83* 

supermarkets 

1,472 

231 

(5.9) 

Interbake                              ) 

bakeries 

Eastern  Fine  Paper               > 

100 

paper 

200* 

NA 

NA 

Br.  Columbia  Packers         \ 

fish  processing 

2,572 

5 

British  Pefroleumt 

U.K. 

Standard  Oil  (Ohio)t 

26 

oil 

2,484 

4,220 

126.6 

6 

Nestle  Alimentana 

Switz. 

Nestle 

100 

food 

1,000* 

NA 

NA 

Libby,  McNeill  &  Libby 

100 

food 

500* 

NA 

NA 

Stouffer  Foods 

100 

food 

165* 

NA 

NA 

1,665* 

7 

Seagram  Co.t 

Canada 

|os.  E.  Seagram  &  Sons 

100 

liquor 

1,630 

1,564 

29.1 

8 

Cavenham 

U.K. 

Grand  Uniont 

82 

supermarkets 

1,611 

311 

11.7 

9 

Schlumbergert 

France 

Schlumbergert 

28 

oil  services 

1,567 

1,715 

219.3 

10 

Philips  NVt 

Neth. 

N.  American  Philipst 

63 

electronics 

1,410 

887 

31.3 

11 

Unilevert 

Neth./U.K. 

Lever  Brothers 

100 

consumer  goods 

748 

210 

11.3 

Thomas  J.  Lipton 

100 

food 

465 

249 

24.6 

1,213 

12 

Brit.-Am.  Tobaccot 

U.K. 

Brown  &  Williamson 

100 

tobacco,  retail 

1,125 

NA 

NA 

13 

M.I.M.  Holdings 

Australia 

Asarcot* 

14 

mining 

1,005 

1,500 

25.0 

14 

Petrofina 

Belgium 

American  Petrofinat 

70 

oil 

986 

602 

40.2 

15 

Ciba-Geigy 

Switz. 

Ciba-Geigy  Corp. 

100 

chemicals, 
consumer  goods 

880 

NA 

NA 

16 

BASF 

Germany 

BASF  Wyandotte 

100 

chemicals 

590 

437 

31.3 

Dow  Badische 

50 

chemicals 

281 
871 
822 

NA 

(4.9) 

17 

Henkel  &  Cie. 

Germany 

Clorox  Co.t 

13 

bleach 

270 

27.3 

18 

ICIt 

U.K. 

ICI-US 

100 

chemicals 

268 

NA 

NA 

Fiber  Industries 

38 

synthetic  fibers 

535 
803 
766 

NA 

NA 

19 

British  Oxygen 

U.K. 

Aircot 

35 

industrial  gases 

715 

42.7 

20 

AkzoNV 

Neth. 

Akzonat 

65 

chemicals,  fibers 

682 

656 

7.9 

21 

Fiat 

Italy 

Fiat-Allis 

65 

construction  equip. 

681 

270 

22.4 

22 

Bowater  Corp.t 

U.K. 

Bowater  U.S. 

100 

paper,  glass 

433 

NA 

91.0 

Kay  Corp.t 

72 

trading 

242 
675 

102 

4.3 

23 

70 

Alcant 

Canada 

Alcan  Aluminum 

100 

aluminum 

F 

650 

350 

■PTFMRPR 
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General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


CO  Watts  ^ 


We're  putting  our  lamps 

on  a  low-watt 

diet. 

Who  ever  heard  of  93-watt, 
69-watt  or  36-watt  hght  bulbs! 
GTE  Sylvania  Lighting  Prod- 
ucts makes  them  for  industry. 
They  put  out  as  much  light  as 
regular  100-watt,  7  5 -watt  and 
40-watt  bulbs  and  save  a  lot  of 
electricity.*  The  secret?  We 
fill  the  lamps  with  an  exotic 
gas  called  krypton. 

We  make  other  energy- 
saving  lamps  such  as  low- 
wattage  fluorescents  and 
special  sodium  and  mercury 
lamps  for  street  lighting.  They, 
too,  are  designed  to  squeeze 
more  light  from  every  watt. 

With  these  special  Sylvania 
lamps,  it's  possible  to  be  stingy 
with  energy  without  being  stingy 
with  light. 


Foreign  Investor 


Country 


U.S.  Company 


%  Owned        Industry 


Revenues 
(millions) 


Assets 
(millions) 


Profit  (Loss) 
(millions) 


24 

International  Nickeit 

Canada 

ESB 

100  . 

batteries 

497 

NA 

NA 

Huntington  Alloys 

100 

nickel  conversion 

150* 

647 

620* 

NA 

NA 

25 

Hoffmann-La  Roche 

Switz. 

Hoffmann-La  Roche  Inc. 

100 

drugs 

NA 

NA 

26 

Hoechst  AG 

Germany 

American  Hoechst 

100 

chemicals 

617 

440 

9.7 

27 

Moore  Corp.t 

Canada 

Moore  Business  Forms 

100 

business  forms 

613 

NA 

NA 

28 

Massey-Fergusont 

Canada 

Massey-Ferguson  Inc.          ) 

machinery^ 

1 
i 

Badger-Northland               > 

100 

snowmobiles 

562 

NA 

NA 

Perkins  Engines                   ) 

engines 

29 

Saint-Gobain 
Pont-a-Mousson 

France 

Certain-teed  Productst 

40 

building  supplies 

553 

429 

19.5 

30 

Bayer  AGt 

Germany 

Mobay  Chemical 
Cutter  Labs 

100 

chemicals 

■ 

500* 

594 

NA 

drugs 

NA 

NA 

31 

Matsushita  Etectrict 

Japan 

Matsushita  U.S.  (Panasonic) 

100 

electronics 

\ 

470* 

NA 

NA 

Quasar  TV 

100 

electronics 

32 

Sonyt 

Japan 

Sony  of  America 

100 

electronics 

450* 

NA 

NA 

33 

Canada  Devi.  Corp. 

Canada 

Texasgulft 

30 

mining 

445 

1,156 

103.0 

34 

J.  Lyons  &  Co. 

U.K. 

DCA  Food  Industries 

65 

food  preparation 

100* 

NA 

NA 

TFIt 

49 

food 

154* 

NA 

NA 

Tetley 

100 

tea 

80* 

NA 

NA 

Baskin-Robbins 

100 

ice  cream 

86* 
420* 
417 

NA 

NA 

35 

Este!  N.V. 

Neth. 

Envirotecht 

27 

pollution  control 

250 

10.6 

36 

Thyssen-Bornemisza 

Neth. 

Indian  Head  Inc.t 

91 

diversified  mfg. 

413 

326 

4.3 

37 

Alusuisse 

Switz. 

Conaico 

60 

aluminum 

411 

483 

(28.4) 

38 

Pechiney  Ugine 
Kuhlmann 

France 

Howmet  Corp. 

100 

aluminum, 
engine  parts 

398 

NA 

19.8 

39 

Hanson  Trust  Ltd. 

U.K. 

Hygrade  Food  Prod.  Line 

94 

meat 

389 

NA 

5.0 

40 

Mitsui  &  Co.t 

Japan 

Alumax,  Inc. 

45 

aluminum 

384 

462 

21.7 

41 

Schwamborn  Group 

Germany 

Koehringt 

10 

machinery 

383 

280 

3.6 

42 

Hugo  Mann 

Germany 

Fed-Martt 

64 

dept.  stores 

381 

93 

3.3 

43 

Husky  Oil  Ltd.t 

Canada 

Husky  Oil  Co. 

100 

oil 

371 

246 

16.6 

Call  us  and 
stop  worrying... 


Don't  waste  valuable  time  running 
all  over  the  globe  to  inspect  sites, 
lease  offices,  arrange  appraisals,  etc. 

Jones  Lang  Wootton  provi(des  a 
professional  real  estate  service  and 
will  do  the  running  for  you. 

Expansion  requirennents  or 
disposition  of  surplus  property; 
project  and  developnnent  consultancy: 
management;  agency;  investment; 
finance;  valuation  and  market 
feasibility  analysis. 

Jones  Lang  Wootton  has  been 
providing  these  services  to  clients 
for  nearly  two        |nilEO  I  AIIP 
hundred  years     J|||itu  UUib 


375  Park  Ave.,  New  York.  N.Y.  10022(212)688-8181 


Chartered  Surveyors 
IntefTiational  Fteal  Estate  Consultants 


Offices  In:  London  City  and  West  End,  Croydon,  Glasgow,  Edinburgh,  Jersey  Dublin.  Brussels,  Antwerp.  Paris. 
Rotterdam.  Amsterdam.  Frankfurt,  Hamburg,  Dusseldorf.  Hong  Kong,  Singapore.  Kuala  Lumpur.  Kuchlng,Cali 
Sydney  Canberra,  Melbourne.  Brisbane,  Adelaide.  Perth:  associated  offices  in  Christchurch.  Auckland. 
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Before  your  next  business  lunch, 

>  read  this. 


Business  discussions  would  be  awfully  sinnple  if  they  could 
be  limited  to  the  nuts  and  bolts  — the  technical  specs,  the 
costs,  the  delivery  dates. 

But  people  are  people.  They  like  to  size  each  other  up,  find 
out  howthe  other  guy's  mind  works.  And  like  it  or  not,  it  is  this 
part  of  a  business  discussion  that  makes  or  breaks  many  a 
deal. 

That's  why  TIME  adds  such  an  important  dimen- 
sion to  your  business  reading.  I 

Each  week  TIME  brings  you  about  fifty  timely 
stories  (on  Everything  from  the  spread  of  porno- 
graphy into  the  suburbs  to  the  evolution  of  Paul 
McCartney,  from  the  ominous  split  in  the  Catholic 
Church  to  the  shockers,  cliffhangers,  excesses  and 
finesses  of  Campaign  '76,  from  the  impact  of  Ameri- 
can fashions  on  lifestyles  around  the  world  to  the 
chilling  hows,  whens  and  what  ifs  of  Israel's  13  atom 
bombs). 

Here  are  fifty  fascinating  pieces  of  information  and 
analysis  — fast-reading  reports  that  you  can  digest  in 
an  hour  or  so,  make  a  part  of  your  own  thinking  —  and 
part  of  your  own  conversational  reserves. 

TIME... for  the 
nonbusiness  information 
every  businessman  needs. 


As  a  regular  TIME  reader,  you'll  have  at  your  disposal  a 
wealth  of  facts,  opinions,  ideas,  perspectives;  important  assets 
indeed  for  your  next  business  meeting,  luncheon  with  a  client 
or  session  with  your  own  boss. 

Think  of  it.  For  just  50C:  a  week  you  get  fifty  great  stories —to 
think  about,  talk  about,  use. 


FIRST  CLASS 

Permit 

No.  22 
CHICAGO,  ILL. 


Business  Reply  Mall 

No  Postage  Stamp  Necessary  if  Mailed  in  the  United  States 


Postage  Wilt  Be  Paid  By 

TIME 

TIME  &  LIFE  BUILDING 

541  NORTH  FAIRBANKS  COURT 

CHICAGO,  ILLINOIS  60611 


""Mo, 


I  ii  II     It  ■ 


Try  TIME  now 

at  half  the 
newsstand  price. 


Wit,  grace,  style  — the  attributes  of  the  really  interesting  conver- 
sationalist—are acquired  assets.  And  one  of  the  best  ways  to 
acquire  them  is  by  reading  TIME,  the  magazine  whose  literary 
standards  are  shaped  by  these  qualities.  Not  only  the  information, 
but  the  insights  and  vitality  of  a  TIME  news  story  are  bound  to 
enliven  the  way  you  talk  about  it  later. 

To  start  TIME  coming  your  way  as  soon  as  possible,  just  mail 
the  postpaid  card  today.  Subscribe  for  as  many  weeks  as  you 
want  —  from  25  to  100  —  for  just  50?  an  issue  (that's  half  the  $1.00 
newsstand  price).  Send  no  money;  we'll  bill  you  later. 

If  someone  has  already  taken  the  card,  just  write  TIME  Maga- 
zine, 541  North  Fairbanks  Court,  Chicago,  Illinois  60611,  or  call 
toll-free  800-621-8200.  (In  Illinois:  800-972-8302.) 

TIME  tells  it  with  style. .  .everything  you  want  to  know 

and  talk  atxiut  in  24  fascinating  worlds  of  interest. 

For  example... 

THE  WORLD:  Why  irate  Italians  are  turning  their  backs  on  the 
Christian  Democrats  — the  country's  only  great  middle-of-the- 
road  party  —  and  are  even  willing  to  elect  the  Communists  as  a 
way  of  answering  their  needs. 

THE  NATION:  On  the  discontented-but-hopeful  mood  of  the 
American  people  —a  widespread  feeling  of  government  betrayal, 
abuses,  and  interference  in  the  lives  of  its  citizens.  More  than 
anything,  Americans  want  leaders  who  can  restore  a  sense  of 
purpose,  trust,  fairness,  lawfulness  and  public  responsibility. 

1 

Just  write  in  the  number  of  weeks  you  want,  detach  and  mail. 

Please  send  me ^weeks  of  TIME 


for  50<t  a  week. 


Minimum:  25  weeks.  Maximum:  100  weeks.  (TIME  is  $1.00  a  copy  on  newsstands. 
So  you  save  half.)  Send  no  money  now.  You  will  be  billed  later. 


Mr./Ms.. 


(Please  print  full  name) 


Addr 


City- 


.Apt,  No.. 


-State. 


-Zip_ 


Signature 

If  college  student,  please  indicate  D  undergraduate  D  graduate 


Name  of  Col  lege/ University- 
Year  studies  end  


.Rate  good  only  in  the  U.S. 

rii39i 


ECONOMY  &  BUSINESS:  All  about  the  surprising  resurgence 
of  the  urge  to  merge  —  why  corporate  marriages  are  running  well 
ahead  of  last  year's  pace,  and  how  the  new  mating  game  is  being 
accelerated  by  declining  interest  rates  and  fears  of  increased  gov- 
ernment regulation. 

MODERN  LIVING:  On  the  growing  worldwide  respect  for 
American  fashion  and  designers  —  the  effortless  look,  the  throw- 
away  chic  that  Americans  do  so  well . . .  fluid,  soft,  supple,  slithery, 
sexy  and  unstuffy.  Who  are  the  best  American  designers  and  their 
most  celebrated  clients? 

SCIENCE:Think-tank  futurist  Herman  Kahn  has  looked  into  the 
next  200  years  and  found  a  world  of  abundance  —  despite  gloomy 
global  predictions  from  the  CIA  describing  massive  crop  failures, 
widespread  drought  and  famine.  Who's  to  be  believed? 

BEHAVIOR:  All  about  the  U.S.  porno  plague  and  the  drive 
toward  ever  more  crass,  kinky,  and  violent  excesses  — from  New 
York  City. . .  to  Mason  City,  Iowa ...  to  Santa  Monica,  California. 
Who's  making  money  on  it?  Who's  keeping  it  alive?  What  are  the 
prospects  for  censorship? 

LAW:  A  look  at  the  showcase  experiment  in  prison  reform  at 
Butner,  N.C.  —  no  gun  towers,  no  cell  blocks,  no  barred  windows, 
a  maximum  security  federal  prison  where  prisoners  are  issued  the 
keys  to  their  own  cells.  The  answer  to  a  failing  rehabilitation 
system  or  the  scheme  of  a  coddling  egghead? 

MUSIC:  TIME  goes  to  Jamaica  to  examine  the  reggae  phenome- 
non —  what  is  this  west  Kingston  ghetto  music  saying  to  Jamaican 
politicians?  Who  are  its  superstars?  And  what  is  its  popular  ap- 
peal? J 

TV:  On  the  King  Lear  of  Sitcoms,  Norman  Lear  — where  do  his 
ideas  come  from?  What's  the  secret  of  his  many  shows,  watched 
by  120  million  Americans  weekly?  How  did  he  get  to  be  the  most 
successful  entrepreneur  in  the  history  of  the  medium? 

ART:  A  major  discovery  for  the  art  world  — hidden  beneath 
Florence's  Medici  Chapel,  the  only  group  of  mural  sketches  by 
Michelangelo,  purportedly  done  while  he  was  hiding  from  an 
assassin  hired  to  murder  him  during  a  political  purge. 

SHOW  BUSINESS:Casafioua,  Fellini's  most  ambitious  film  in 
years,  his  first  English-language  picture,  records  some  of  the  wil- 
dest sex  scenes  ever  filmed  in  a  surrealistic,  picaresque  extrava- 
ganza that  costs  $10  million. 
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Revenues 

Assets 

Profit  (Loss) 

Foreign  Investor 

Country 

U.S.  Company 

%  Owned 

Industry 

(millions) 

(millions) 

(millions) 

44 

Olsen  and  Lehm- 
kuhl  families 

Norway 

Timex 

100 

watches 

348 

NA 

NA 

45 

United  Biscuit 

U.K. 

Keebler  Co. 

100 

baked  goods 

335 

105 

NA 

46 

Babcock  &  Wilcox  Ltd. 

U.K. 

Amer.  Chain  &  Cable 

100 

metal  products 

328 

245 

6.7 

47 

BICC 

U.K. 

General  Cablet 

20 

wire,  cable 

327 

342 

21.7 

48 

Creusot-Loire 

France 

Alan  Wood  Steelt 

15 

steel 

144 

126 

(9.4) 

Ag-Met,  Inc.t 

34 

reclaim  metals 

63 

40 

2.5 

Phoenix  Steelt 

19 

steel 

116 

NA 

(3.36) 

Yale  Steel 

60 

steel 

NA 
323 

NA 

NA 

49 

Sandoz  AG 

Switz. 

Sandoz  Inc. 

100 

seeds,  chemicals, 
drugs 

290* 

NA 

NA 

50 

Imetal 

France 

Copperweld  Corp.t 

69 

steel 

283 

176 

18.0 

51 

Hiram  Walker-Good- 
erham  &  Wortst 

Canada 

Hiram  Walker,  Inc. 

100 

liquor 

275* 

NA 

NA 

52 

Abitibi  Papert 

Canada 

Abitibi  Paper 

100 

forest  prod. 

260* 

NA 

NA 

53 

MacMillan-Bloedelt 

Canada 

MacMillan-Bloedel 

100 

forest  prod. 

Mac.-Blo.  Containers 

100 

packaging 

251 

190 

NA 

Atlantic  Forest  Prod. 

100 

forest  prod. 

54 

Total  Petroleum  Ltd.t 

Canada 

Total  Leonard 

100 

oil,  gas 

237 

150 

5.3 

55 

Stelux  Manufacturing 

Hong  Kong 

Bulova  Watch  Co.t 

17 

watches 

205 

195 

(25.6) 

56 

Beecham  Groupt 

U.K. 

Beecham  Inc. 

100 

pharmaceuticals 

200* 

200* 

15.0 

57 

Dunlop  Holdings  Ltd.t 

U.K. 

Dunlop  Tire  &  Rubber 

100 

tires 

200* 

NA 

NA 

58 

Svenska  Kullager 

Sweden 

SKF  Industries 

95 

bearings 

183 

114 

NA 

59 

Consol.  Gold  Fields 

U.K. 

Azcon  Corp.t 

85 

steel 

181 

116 

20.2 

60 

Siemens  AG 

Germany 

Siemens  Corp. 

100 

medical,  electronics 

180* 

NA 

NA 

61 

Sopag  International 

France 

Gardinier 

100 

chemicals 

177* 

NA 

NA 

62 

Ivaco  Industries 

Canada 

Laclede  Steelt 

18 

steel 

176 

116 

3.7 

63 

Reckitt  &  Colman 

U.K. 

R.T.  French  Co. 

100 

food 

175* 

92* 

NA 

64 

Pricel 

France 

Dymo  Industriest 

18* 

marking  equipment 

171 

114 

3.3 

65 

Cominco  Ltd.t 

Canada 

Cominco  American 

100 

metals,  chem., 
fertiliz. 

167 

NA 

NA 

66 

EMI  Ltd.t 

U.K. 

Capitol  Industries-EMI 

95 

records 

166 

NA 

10.3 

67 

Canadian  Pacifict 

Canada 

Soo  Line  R.R.t 

56 

railroad 

161 

324 

10.0 

68 

Coinvest  BV 

Neth. 

Korf  Industries 

100 

steel 

153* 

235 

NA 

69 

Coats  Paton  Ltd. 

U.K. 

Coats  &  Clark  Inc. 

100 

textiles 

150* 

100* 

NA 

70 

Wellcome  Foundation 

U.K. 

Burroughs  Wellcome 

100 

drugs 

150* 

NA 

NA 

71 

AB  Electrolux 

Sweden 

Nat'l  Union  Electric 

100 

electronics 

150* 

NA 

NA 

72 

Jardine  Matheson 

Hong  Kong 

Th^o.  H.  Davies 

100 

sugar 

147* 

NA 

NA 

73 

Carling  O'Keefet 

Canada 

Carling  Nat'l  Breweries 

100 

beer 

146 

NA 

(9.4) 

74 

Canadian  Natl.  R.R. 

Canada 

Grand  Trunk  Corp. 

100 

railroad 

146 

278 

NA 

75 

Veba  AG 

Germany 

Hugo  Stinnes 

100 

trading,  services 

145 

NA 

NA 

76 

Olivetti  &  C.  SpA 

Italy 

Olivetti  of  America 

100 

office  equip. 

145* 

NA 

NA 

11 

Triad  Holding  Corp. 

Saudi  Arabia 

Arizona-Colorado 
Land  &  Cattlet 

15 

agribusiness 

135 

162 

0.9 

78 

Liquigas  SA 

Italy 

Ronson  Inc.t 

36* 

lighters,  appliances, 
aerospace 

132 

96 

(9.6) 

79 

Le  Lion  SA 

Belgium 

Food  Town  Stores 

37 

food  stores 

130* 

21 

3.6 

80 

Thomson 
Newsp<lpers 

Canada 

56  newspapers 

100 

publishing 

130* 

NA 

NA 

81 

Hawker  Siddeley 
Group  Ltd. 

U.K. 

Onan  Corp. 

36 

industrial  equip. 

128 

94 

9.4 

82 

Rio  Tinto  Zinct 

U.K. 

U.S.  Borax  &  Chemical 

100 

chemicals 

125* 

NA 

NA 

83 

Courtaulds  Ltd.t 

U.K. 

Courtaulds  N.  America 

100 

synthetic  fibers 

122* 

NA 

NA 

84 

Brenninkmeyer  family 

Neth. 

Ohrbach's 

100 

dept.  stores 

120* 

NA 

NA 

85 

Plesseyt 

U.K. 

Plessey,  Inc. 

100 

electronics,  metals 

115* 

NA 

NA 

86 

Noranda  Minest 

Canada 

Noranda  Aluminum 

100 

aluminum               \ 
alum,  products       S 

• 

Norandex 

100 

105* 

NA 

NA 

87 

Sears  Holdings  Ltd. 

U.K. 

Sears  Ind.t 

69 

laundries 

101 

71 

(0.8) 

88 

Johnson,  Matthey  Co. 

U.K. 

Matthey  Bishop 

100 

precious  metals 

100* 

NA 

NA 

89 

Bekaert 

Belgium 

Bekaert  Steel  &  Wire 

100 

steel  prod. 

100* 

NA 

NA 

90 

Seamar 

Switz. 

Bond  Industriest 

54 

apparel 

99 

50 

(2.9) 

91 

Brooke  Bond  Liebig 

U.K. 

Brooke  Bond  Foods 

100 

food 

96 

19 

NA 

92 

Societe  Bic 

France 

Bic  Pen  Corp.t 

57 

pens,  lighters 

93 

74 

7.5 
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Some  facts  about  the  most  efl&cient  food  producers  on  earth. 


The  bumper-sticker  in  our  picture  is  one  that's 
cropping  up  all  over  Kansas. 

Maybe  the  sentiment  is  abrasive.  But  it  makes 
a  good  point.  As  important  as  the  typical  farmer  is 
tx)  us,  many  Americans  know  next  to  nothing  about 
him,  his  work  or  his  problems. 

Which  is  remarkable,  because  the  American 
farmer  is  part  of  this  country's  biggest  industry. 
Ibtal  farm  assets:  $531  billion  I  That's  equal  to 


about  three-fifths  of  all  the  capital  assets  of  all  th( 
manufacturing  corporations  in  the  U.S. 

The  American  farmer 
and  productivity. 

There  are  all  kinds  of  statistics  on  the  productivi: 
of  America's  agricultural  workforce,  all  of  thei 
pretty  astounding.  On  the  average,  each  far- 
worker  supplies  enough  food  for  56  people.  As  i 


cently  as  1957  he  fed  only  23;  in 
1945,  only  15— an  increase  of 
273%  in  thirty  years. 

Such  figures  mean  more  in 
comparison  with  the  Soviet 
Union,  one  of  the  few  countries 
outside  the  U.S.  where  very 
large-scale  farming  is  possible. 
Russia  has  500  million  acres  of 
land  under  cultivation;  the  U.S. 
has  300  million.  Russia  has 
36,000,000  farm  workers;  the 
U.S.  about  4,500,000.  Yet  it's  esti- 
mated that  one  Soviet  farm  work- 
er feeds  only  about  seven  people, 
compared  to  56  in  the  U.S. 

One  result  of  such  efficiency 
down  on  the  farm  is  that  we  feed 
more  people  with  fewer  workers, 
so  millions  of  us  are  freed  to  work 
other  fields— industry,  arts  and 
sciences. 

Another  result  is  that,  de- 
spite inflation,  Americans  still 
spend  less  of  their  disposable  in- 
come on  food  than  the  citizens  of 
any  other  nation.  Ibday  Ameri- 
cans spend  about  18%  of  their  in- 
come on  food.  The  average  Briton 
spends  24%;  the  average  R*ench- 
man  spends  28%;  the  average 
West  German  32%;  the  Japanese 
35%;  the  Russians  58%. 

Any  business  as  efficient  as 
this  must  be  very  businesslike 
indeed,  and  it  is.  The  typical 
AmOTcan  farmer  is  still  a  man 
who  gets  up  early  and  goes  to  bed 
early.  As  always,  he  still  faces  the 
risks  of  weather,  supply  and  de- 
mand. Even  the  fundamental  problems  he  must 
solve  are  complex:  what  to  plant;  when  to  plant; 
what  fertilizers;  what  insecticides;  what  herbi- 
cides; what  equipment.  He  is  an  agronomist,  me- 
chanic, chemist  and  veterinarian. 

The  American  farmer  as 
an  independent  businessman. 

But  these  days  he  must  also  be  a  first-rate  manager 
of  a  tightly  *run  business.  Most  farms  operate  on 
cash  flow,  sometimes  computerized.  They  run  for 
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the  most  part  on  borrowed  money.  At  the  begin- 
ning of  1975,  farm  debt  was  $95  billion,  about  18%  of 
assets.  When  the  income  starts  rolling  in,  it  gets 
plowed  back  into  seed,  feed,  tons  of  fertilizer  and 
other  chemicals,  into  the  maintenance  of  dozens  of 
buildings,  into  the  purchase  of  machines  like 
$19,000  tractors  and  $34,000  combines.  In  Kansas, 
on  the  average,  a  farm  family  may  net  only  about 
$800  a  month  on  a  pretax-annual  income  of  a 
quarter  million  dollars. 

Despite  the  obstacles,  however,  the  American 
farmer  is  the  nation's  leading  earner  of  foreign 
exchange.  P^rm  exports  are  playing  a  key  role  in 
regaining  a  favorable  balance  of  trade  position  for 
the  U.S.  And  the  American  farmer  is  the  nation's 
best  hope  of  improving  the  international  trade  pic- 
ture still  more. 

The  American  farmer  and 
international  trade. 

Within  ten  years,  it's  estimated,  agricultural  ex- 
ports could  lead  to  an  $8-billion  annual  gain  in  the 
U.S.  balance  of  payments.  After  he  has  finished 
feeding  his  own  countrymen,  the  American  farmer 
has  left  over  nearly  60%  of  his  wheat  and  rice,  50% 
of  his  soybeans,  25%  of  his  grain  sorghum,  20%  of 
his  com.  By  contrast,  supplies  outside  the  U.S.  are 
not  only  failing  to  keep  pace  with  population 
growth,  but  are  actually  dwindling. 

More  and  more  urgently,  the  world  depends 
on  American  farmers  to  make  up  the  difference. 
More  and  more  willingly,  the  world  is  ready  to  pay 
for  American  farm  products  with  raw  materials 
scarce  or  unavailable  in  the  U.S. 

This  advantage  —what  Agriculture  Secretary 
Earl  Butz  called  "agripower" — is  one  that  does  not 
have  to  be  legislated  into  existence.  The  very  op- 
posite is  true.  Operating  under  the  law  of  supply 
and  demand,  the  American  farmer  can  continue  to 
supply  world  needs  for  food,  and  satisfy  American 
appetites  not  only  for  good  things  to  eat,  but  the 
material  to  feed  American  industry. 

All  we  have  to  do  is  let  it  happen. 

As  the  world's  largest  manufacturer  of  specialized 
farm  machinery,  Sperry  New  Holland  would  like 
to  help  bridge  the  communications  gap  between 
the  American  farmer  and  the  public.  An  informative 
brochure,  Voice  of  the  Land,  is  available  upon 
request.  For  your  free  copy,  write  to: 
Sperry  New  Holland  Division,  Sperry  Rand  Corporation, 
1290  Avenue  of  the  Americas,  New  York,  N.  Y 10019. 
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Foreign  Investor 


Country 


U.S.  Company 


%  Owned        Industry 


Revenues  Assets       Profit  (Loss) 

(millions)       (millions)      (millions) 


93 

Rhone-Poulenc  SA 

France 

Rhodia  Inc. 

94 

Tootals  Ltd. 

U.K. 

American  Thread 

95 

Trust  Houses  Forte 

U.K. 

TraveLodge  Intl.t 

96 

I.F.I. 

Italy 

Bantam  Books 

97 

Davy  International  Ltd. 

U.K. 

Davy  Powergas 

98 

Brown,  Boveri  &  Cie 

Switz. 

Brown,  Boveri  Corp, 

99 

Chloride  Ltd. 

U.K. 

Chloride  Inc. 

100 

Holderbank  Financiere 
Claris 

Switz. 

Dundee  Cement 

t  Publicly  traded  in  U.S.        *  Estimote.        ^  Indirect  ownership.        NA  Not  ovoilable.        'Acquisition  pending. 


100 

chemicals 

90* 

96* 

NA 

100 

threafj 

85 

68 

2.1 

94 

motels 

80 

89 

2.1 

100 

books 

80* 

NA 

NA 

100 

heavy  constr. 

78 

35 

4.0 

100 

furnaces,  turbines 

70* 

65* 

NA 

100 

batteries 

68 

43 

4.9 

54 

cement       * 

65* 

100 

NA 

The  25  Largest  Foreign  Banking  investments 


Parent  Bank 


Number  of  U.S. 
Country  Operations 


Location 


Worldwide 

Assets  U.S.  Assets 

(millions)         (millions) 


1.  Bank  of  Tokyo 

2.  European-American  Group 

3.  Credit  Lyonnais 

4.  Royal  Bank  of  Canada 

5.  Sumitomo  Bank 

6.  Barclay's  Group,  London 

7.  Lloyds  Bank  Ltd.,  London 

8.  Swiss  Bank  Corp. 

9.  Sanwa  Bank,  Osaka 

10.  Fuji  Bank,  Tokyo 

11.  Mitsubishi  Bank,  Tokyo 

12.  Dai-lchi  Kangyo  Bank, 
Tokyo 

13.  Toronto  Dominion  Bank 

14.  Tokai  Bank,  Japan 

15.  Bank  of  Montreal 

16.  Canadian  Imperial  Bank 
of  Commerce 

17.  Mitsui  Bank,  Tokyo 

18.  Industrial  Bank  of  Japan 

19.  Banca  Commerciale  Itatiana 

20.  Bank  of  Nova  Scotia 


Japan 

7 

New  York,  Los  Angeles,  San  Francisco, 
Portland,  Seattle 

Netherlands, 

United  Kingdom, 

Austria,  Germany 

Belgium,  France 

5 

New  York,  Los  Angeles, 
San  Francisco,  Chicago 

France 

3 

New  York,  Chicago, 
Los  Angeles 

Canada 

5 

New  York,  San  Juan, 
Christiansted,  San  Francisco 

Japan 

4 

New  York,  Chicago, 
San  Francisco 

United 
Kingdom 

7 

Boston,  New  York,  Charlotte  Amalie, 
Chicago,  San  Francisco 

United 
Kingdom 

3 

New  York,  Chicago, 
Los  Angeles 

Switzerland 

3 

New  York,  Chicago, 
San  Francisco 

Japan 

4 

New  York,  Chicago, 
San  Francisco 

Japan 

3 

New  York,  Los  Angeles 

Japan 

3 

New  York,  Los  Angeles 

Japan 

3 

New  York,  Chicago, 

Canada 

Japan 
Canada 

Canada 

Japan 

Japan 

Italy 

Canada 


21.  Taiyo  Kobe  Bank,  Japan  Japan 

22.  Algemene  Bank  Nederland  Netherlands 

23.  Swiss  Credit  Bank  Switzerland 

24.  Commerzbank,  Duesseldorf        Germany 

25.  Standard  &  Chartered  United 
Banking  Group  Ltd.,  London        Kingdom 


3 

4 


3 

3 
3 
5 

3 

3 

2 
2 


Los  Angeles 

New  York, 
San  Francisco 

New  York,  Los  Angeles 

New  York, 
San  Francisco 

New  York,  San  Francisco, 
Portland,  Seattle 

New  York,  Los  Angeles 

New  York,  Los  Angeles 

New  York,  Chicago,  Los  Angeles 

New  York,  San  Juan, 
.  Christiansted,  San  Francisco 

New  York,  Los  Angeles, 
Seattle 

New  York,  Los  Angeles, 
Chicago 

New  York,  Los  Angeles 

New  York, 
Chicago 

New  York,  Chicago, 
San  Francisco,  Seattle 


4,523 


13,343 

22,901 
18,243 

21,876 

22,265 
23,939 
21,780 
15,731 

20,745 

17,855 

14,039 
21,555 

13,522 


$30,511  $6,510 


3,517 


30,077 

2,570 

24,778 

2,111 

30,782 

2,061 

33,031 

2,055 

20,020 

1,993 

19,013 

1,991 

29,299 

1,742 

31,729 

1,637 

30,163 

1,361 

36,406 

1,355 

1,275 

1,267 
1,054 

1,005 

997 
945 

940 
910 

868 

833 

713 
701 

629 


78 
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The  Founder's  Son 

The  Superior  Oil  Co.  has  poured  $200  million  into  mining 
and  farming— with  disappointing  results,  it  is  now  trying  to 
rebuild  its  dwindling  oil  and  gas  reserves  on  a  big  scale. 


By  JEFFERSON  GRIGSBY 

Bill  Keck  was  a  tough  act  to  follow. 
In  the  12  years  since  the  death  of 
William  M.  Keck  St.,  legendary 
founder  of  The  Superior  Oil  Co.,  his 
son  and  successor  has  moved  it  into 
international  mining  and  corporate 
farming  on  a  massive  scale. 

But  Howard  B.  Keck,  63,  president 
of  the  Houston-based  independent 
oil  and  gas  producer,  does  not  seem 
to  be  the  man  his  father  was. 

His  headlong  leap  into  mining  has 
resulted  in  some  serious  blunders.  The 
corporate  farm,  into  which  Keck  has 
poured  more  than  $100  million,  has 
had  only  one  profitable  year  in  its 
eight  years  of  existence. 

Meanwhile,  Superior  neglected 
what  old  Bill  Keck  and  his  wildcatters 


did  better  than  anyone  else:  finding 
oil  and  gas.  Now  the  company  is  try- 
ing to  catch  up;  it  has  spent  more 
than  $136  million  on  "intangible  de- 
velopment"—exploration  and  develop- 
ment—in the  last  18  months. 

Howard  Keck  operates  Superior 
like  a  19th-century  British  trust.  Di- 
rectly or  through  the  Canadian  com- 
panies, Mclntyre  Mines  and  Falcon- 
bridge  Nickel  Mines,  Superior  now 
controls  over  100  operations  around 
the  world  in  everything  from  African 
diamonds  to  Colorado  oil  shale.  But 
Superior's  U.S.  oil  and  gas  reserves, 
long  the  largest  of  the  independents', 
have  been  falling  rapidly.  Its  petro- 
leum production  is  decreasing  at 
twice  the  national  average.  While 
Keck  embarks  on  new  adventures,  his 
home  base  shrinks. 

Per  share,  Superior  is  one  of  the 
richest  companies  around.  Under- 
wood, Neuhaus  &  Co.,  the  Houston 
brokerage  house,  estimates  Superior's 
breakup  value,  including  oil  and  gas 
reserves,  at  $466.73  a  share,  com- 
pared with  its  recent  stock  price  of 
184.  John  S.  Herold,  Inc.,  the  author- 
itative Greenwich,  Conn,  engineering 
and  geologists'  firm,  values  Superior 
at  $559  a  share— highest  by  far  of 
Herold's  list  of  51  "richest  companies." 

Superior  rarely  publishes  its  re- 
serves (or  anything  else,  if  it  can  help 


As  a  young  roughneck,  William  Keck 
Sr.  worked  in  the  great  fields  at 
Spindletop  in  Texas,  then  went  to 
California  to  found  The  Superior  Oil 
Co.  His  son  Howard  runs  it  today. 


it).  By  the  conservative  internal 
standards  used  for  tax  purposes,  how- 
ever, they  are  about  119  million  bar- 
rels of  oil  and  2.2  trillion  cubic  feet 
of  gas  in  the  U.S.  Such  figures  are 
much  lower  than  potential  total  re- 
serves; why  prove  out  an  oil  field 
surrounded  by  producing  wells  (and 
thus  probably  productive  itself)  and 
put  it  on  the  tax  rolls  until  you  have 
to?  But  some  rough  approximations 
can  be  made  by  comparing  these 
figures  with  ones  by  the  same  stan- 
dards five  years  ago.  These  totals: 
231  million  barrels  and  3.4  trillion 
cubic  feet.  Thus  oil  and  liquids  re- 
serves have  fallen  nearly  by  half,  gas 
reserves  by  one-third. 

From  1971  through  1975,  Superi- 
or produced  132.7  million  barrels  of 
oil  and  liquids  in  the  U.S.  Figure  it 
out:  The  company  that  used  to  find 
two  new  barrels  of  oil  for  every  one 
it  produced  has  been  producing  six 
for  every  one  it  finds. 

Superior's  production  has  been  fall- 
ing, too,  over  the  last  three  years— by 
about  8%  for  oil  (the  U.S.  average: 
4%),  7%  for  natural  gas.  About  63% 
of  its  worldwide  oil  and  gas  revenues 
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CamoLo 


Seventy  percent  of  all  dol- 
lars paid  for  marine  insurance 
claims  go  for  preventable  car- 
go losses— losses  which  mod' 
em  cargo  packing  and  han- 
dling methods  could  have 
avoided. 

A  brief  review  by  INA  of 
an  insurance  topic  of  interest 
to  business  executives. 


Car^o  shipping  techniques  have  advanced  rapidly 
in  recent  years.  Cargo  containers  which  can  be  trans- 
ferred among  ships,  barges,  trucks  and  rail  cars  have 
made  possible  new  standards  of  speed  and  efficiency. 
Barge-carrying  cargo  ships  have  taken  the  process  a 
step  further.  At  the  same  time,  a  host  of  innovations  in 
cargo  packing,  handling  and  stowage  have  promoted 
safety  and  security'. 

Yet  despite  these  advances,  losses  to  cargo  in 
domestic  and  overseas  transit  remain  high.  In  fact, 
some  seventy  percent  of  all  marine  cargo  losses  today 
are  preventable.  If  only  half  of  these  losses  could  be 
eliminated  through  better  shipping  practices,  Ameri- 
can business  would  derive  millions  of  dollars  of  savings 
annually. 

Less  time  and  money  spent  in  tracing,  locating  and 
making  adjustments  on  lost,  damaged  or  stolen  mer- 
chandi.se  is  only  part  of  the  benefit  a  shipper  can  expect 
through  a  professional  approach  to  packing  and  han-. 
dling  cargo.  Pleased  customers  and  repeat  orders  are 


also  important.  And  a  reduction  in  insurance  claims  is 
likely  to  lead  to  reduced  premium  costs. 

How  to  discourage  theft 

Almost  half  of  preventable  losses  are  due  to  theft 
and  pilferage.  One  important  countermeasure  is  simply 
prompt  pickup  and  delivery.  The  longer  cargo  lies 
around  on  piers,  in  terminals  and  in  trucks,  the  more  it 
is  exposed  to  theft. 

Collapse  or  deterioration  of  flimsy  or  u.sed  lx)xcs  or 
bags,  thereby  exposing  the  contents,  is  a  sure  way  to 
attract  the  attention  of  pilferers.  New,  well -constructed 
packing  is  essential,  reinforces!  if  need  Ix'  by  strapping, 
banding  and  corrugated  fasteners. 

The  use  of  various-sized  boxes,  crates  and  pallets  to 
con.solidate  small  parcels  into  single  load  units  can  Ix*  a 
deterrent.  Unitizing  and  palletizing  make  cargtx'S  less 
accessible,  as  does  the  u.sc  of  intermcxlal  contaiiurs 


Control 


Such  techniques  as  shrink  or  stretch  wrapping  further 
contribute  to  package  security. 

And  advertising  may  pay,  but  not  when  directed  at 
thieves.  Descriptive  labeling,  illustrations  or  prominent 
display  of  trademarks  and  well-known  company  names 
on  the  shipping  package  or  container  make  a  thief's  job 
easier.  Coded  markings  should  be  used,  with  the  codes 
changed  frequently. 

Handling  and  stowing  faults— including  breakage, 
leakage  and  crushing,  contact  with  oil  and  other  cargo, 
and  contamination  — account  for  387o  of  all  prevent- 
able losses.  Cargo  handling  in  the  ports  of  the  world 
ranges  from  highly  experienced  to  totally  unskilled. 
Rough  seas,  heavy  traffic  and  bad  roads  can  subject 
cargo  to  every  imaginable  kind  of  motion,  vibration 
and  impact. 

Another  14%  of  preventable  loss  is  due  to  water 
damage.  Rain,  high  humidit}'.  condensation  and  sea- 


water  can  reduce  otherwise  stable  cargo  to  a  mass  of 
soggy,  stained,  mildewed  or  rusty  merchandise. 

Pack  for  the  toughest  leg 

The  first  rule  for  shippers,  therefore,  is  to  pack  for 
the  toughest  leg  of  the  entire  journey  from  origin  to 
destination. 

Professional  cargo  packing  and  handling  is  a  com- 
plex, constantly  advancing  business  with  numerous 
firms  offering  a  wide  range  of  specialized  services.  In 
addition,  insurance  companies  writing  marine  insur- 
ance can  furnish  consultative  and  technical  services  in 
packing  and  cargo  handling  for  sea,  air  and  land  trans- 
port, including  loss  control  programs  tailored  to  meet 
the  individual  needs  of  policyholders. 

As  a  fuller  discussion  of  cargo  loss  control  as  it  re- 
lates to  marine  insurance,  INA  has  prepared  a  bro- 
chure entitled,  'Torts  of  the  World:  A  Guide  to  Cargo 
Loss  Control!"  Copies  may  be  requested  by  writing  to 
INA  Corporation,  1600  Arch  Street,  Philadelphia.  Pa. 
19101. 

3p  5|»  )|C 

The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall.  Philadelphia,  in  1792. 
Today  INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  casualty 
insurance,  marine  insurance,  life  and  group  insurance, 
reinsurance  and  risk  management  serv^ices. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive  knowl- 
edge of  insurance  needs  and  solutions. 
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comes  from  fields  in,  or  offshore  from, 
six  states  in  the  U.S.:  Cahfomia,  Il- 
linois, Louisiana,  Texas,  Oklahoma 
and  Utah.  In  some  of  the  biggest  fields 
in  those  states,  production  dropped 
i>y  50?  between  1970  and  1974. 

So,  in  1975,  Superior  extensively 
stepped  up  drilling  for  gas  and  oil. 
Superior  and  its  subsidiaries  laid  out 
$85  million  last  year— every  penny  of 
it  expensed— 45%  more  than  in  1974. 
And  this  year  it  spent  $50  million 
in  the  first  six  months  alone.  It  is 
beginning  to  show  some  results:  Su- 
perior acquired  leases  or  interests 
last  year  in  California,  Texas  and 
Louisiana  offshore  fields,  and  this 
year  held  a  15%  interest  in  the  group 
submitting  the  winning  bid  on  one  of 
the  richest  tracts  in  the  first  Atlantic 
offshore  federal  sale  Aug.  17.  But  it  is 
late  in  the  game  so  far  as  finding  new 
reserves  in  the  U.S.  is  concerned,  and 
terribly  expensive. 

Keck  tells  his  stockholders  little,  and 
since  the  company  flatly  refuses  to 
talk  to  the  press,  Superior's  corporate 
strategy  must  be  a  matter  of  surmise. 
But  from  what  little  is  published  and 
from  talking  with  other  oilmen,  it  is 
possible  to  piece  together  a  reason- 
able picture  of  it.  What  the  picture 
seems  to  show  is  that,  until  recently, 
Superior  has  been  liquidating  its  oil 
reserves  and  ploughing  the  money  in- 
to mining. 

The  mining  business  is  a  logical 
choice.  It  needs  venture  capital,  and 
the  oil  business  has  it.  Some  of  the 
exploration  technology  is  similar.  Fi- 
nally, there  is  all  that  oil  in  shale  in 
Colorado,  Utah  and  Wyoming  (at 
least  600  billion  barrels).  Coal,  an 
alternative  form  of  energy,  involves 
mining.  When  you  get  into  those  re- 
serves, the  oil  business  becomes  the 
mining  business. 

In  1966  Howard  Keck  made  a  trip 
to  Toronto,  headquarters  of  the  pres- 
tigious Mclntyre  Mines  Ltd.  and  its 
biggest  affiliate,  Falconbridge  Nickel 
Mines  Ltd.  He  bought  for  Superior 
about  20,000  shares  of  Mclntyre 
stock.  He  wanted  to  be  involved  in 
the  mining  business.  Keck  told  one  of 
Mclntyre's  directors  and  he  was  in- 
terested in  the  energy  potential  of 
Mclntyre's  large  Western  Canada  coal 
reserves. 

Actually,  Superior  had  already 
started  encircling  the  65-year-old  min- 
ing company.  Two  years  before,  Mc- 
lntyre had  fought  off  a  takeover  at- 
tempt by  Power  Corp.  of  Canada. 
Power  Corp.'s  $57  tender  offer  brought 
it  over  200,000  shares,  about  9%  of 
the  company.  Superior  bought  them 
for  $18.9  million  and  went  looking 
for  more,  with  price  no  object.  South 
African  mining  magnate  Harry  Op- 
penheimer's  Anglo  American  Co.  had 


Squeezed  by  bad  nickel  and  copper  markets  and  a  $50-million  refinery  that 
didn't  work,  Falconbridge  had  to  cut  back  on  capital  improvements.  Now 
back  in  the  black,  it  restarted  a  smelter  project  (top)  and  a  new  mine  shaft. 


been  buying  Mclntyre  on  the  open 
market  against  Superior;  Oppenheim- 
er  sold  out  to  Keck  at  a  rich  profit. 
Says  Oppenheimer:  "He  made  me  an 
offer  I  couldn't  refuse." 

By  the  end  of  1967  Superior  held 
848,215  shares  of  Mclntyre.  Ulti- 
mately, with  its  53%-owned  subsid- 
iary, Canadian  Superior  Oil  Ltd., 
Superior  would  own  40.5%  of  the 
company. 

In  addition  to  its  c6al,  Mclntyre 
operated  the  Schumacher  Mine,  one 
of  the  richest  gold  mines  in  North 
America.  And  it  had  something  else 
Keck  wanted:  For  years,  the  com- 
pany had  prudently  invested  its  cash 
flow  in  a  portfolio  of  some  of  North 
America's  best  companies  to  carry  it 
when  the  Schumacher's  gold  ran  out. 
Included  was  37%  of  Falconbridge 
Nickel  Mines  Ltd.,  Canada's  second- 


largest  nickel  producer  ( 1975  reve- 
nues: $429  million). 

Falconbridge  mines  the  rich  ore 
deposits  in  northern  Ontario's  Sud- 
bury Basin  250  miles  north  of  Toron- 
to. Like  Mclntyre,  it  had  an  invest- 
ment portfolio,  one  even  more  tantaliz- 
ing: control  or  positions  in  scores  of 
companies  producing  copper,  zinc, 
gold,  silver,  lead,  iron  ore,  petroleum 
—even  a  small  oil  and  gas  exploration 
company  and  a  high-alloy  casting 
manufacturer.  They  were  exploring 
or  producing  around  the  world. 
Through  Falconbridge,  Superior 
would  become  a  power  in  interna- 
tional mining  overnight.  It  was  a  tre- 
mendous prize. 

In  1967  and  1968  Superior  reor- 
ganized Mclntyre's  board  and  took 
control.  Both  companies  soon  started 
down    a    road    of   precipitate    expan- 
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sion.  Mclntyre  signed  a  $l-billion 
tentative  agreement  to  supply  2  mil- 
lion tons  of  coal  a  year  to  11  Japanese 
steel  mills  for  15  years.  Falconbridge 
embarked  on  a  $550-million  construc- 
tion program  designed  to  triple  nickel 
deliveries  and  double  copper  produc- 
tion by  1975. 

But  Mclntyre  has  never  been  able 
to  meet  the  production  quota.  It  has 
prevailed  on  its  Japanese  customers 
to  rewrite  the  contracts  several  times 
and,  in  1974,  reportedly  offered  to 
sell  them  33%  of  the  coal  operations. 
In  the  same  year  the  company  sold 
off  the  Schumacher,  kingpin  of  the 
old  Mclntyre,  for  $4.5  miUion.  By 
1974  coal  operating  losses  totaled 
nearly  $25  million. 

Then  Canadian  coal  prices  in- 
creased dramatically  in  agreements  to 
narrow  the  gap  with  U.S.  coal  prices. 
Since  1974  they  have  nearly  tripled. 
It  was  Mclntyre's  salvation.  In  1975, 


per.  (Although  it  is  an  integrated 
nickel  producer,  Falconbridge  and  its 
subsidiaries  now  produce  almost  as 
much  copper  as  nickel.)  Both  paid 
more  dividends  than  they  had  in  earn- 
ings. As  a  result,  Mclntyre's  operat- 
ing earnings  before  a  tax  credit  de- 
cbned  in  spite  of  the  pickup  in  coal: 
$4.92    a    share,    vs.    $5.20    in    1974. 

Just  about  everything  that  could 
happeij  to  a  company  happened  to 
Falconbridge. 

Included  in  the  construction  pro- 
gram were  a  new  $200-million  mine 
and  plant  in  the  Dominican  Republic 
to  be  operated  by  a  66%-owned  sub- 
sidiary, Falconbridge  Dominicana, 
and  two  new  plants  in  Canada  greatly 
increasing  domestic  nickel  refining  ca- 
pacity. There  was  some  urgency  to 
this;  the  government  of  Ontario  has 
told  mining  companies  they  must  start 
refining  51%  of  their  Canadian-mined 
ores    in    Canada;    Falconbridge    now 


ships  much  of  its  semismelted  ore  to 
a  subsidiary  refinery  in  Norway. 

The  Dominican  operation  has  been 
successful.  It  went  into  the  black  its 
first  month  of  commercial  operation 
in  1971  and  has  been  generally  prof- 
itable since.  But  the  Canadian  plants 
were  debacles.  One,  a  nickel-iron  pel- 
let refinery  in  Ontario  designed  to  use 
the  West  German  Lurgi  process, 
didn't  work  right  when  it  was  put  on 
stream— producing  only  about  14%  of 
its  designed  capacity.  After  two  years 
of  fiddling  with  it,  Falconbridge  shut 
it  down  in  1972  and  took  a  $65-mil- 
lion  write-off.  Financially  strapped, 
the  company  couldn't  afford  to  build 
the  other  plant.  It  was  abandoned 
with  construction  barely  started. 
Losses  in  1972:  $44  million. 

With  its  Canadian  refining  expan- 
sion aborted,  Falconbridge  could  not 
meet  the  government  requirements, 
and   Ontario  disallowed  foreign   pro- 


with  production  up  10%  from  1974, 
coal  revenues  doubled.  Mclntyre's 
earnings  from  coal  operations  rose 
from  less  than  $6  million  to  nearly 
$13  million.  But  Mclntyre's  coal  prob- 
lems are  not  yet  completely  solved. 
Rail  costs  to  Vancouver  on  the  West 
Coast  have  increased  by  more  than 
50%  since'  1974.  To  eastern  Canada, 
they  are  worse;  Mclntyre  ships  some 
coal  through  the  Panama  Canal  to 
get  it  to  Ontario.  In  1975  costs  were 
out  of  control-up  83%  from  1974. 
Says  Toronto  analyst  Dr.  Balesh 
Konda:  "Everybody  has  had  prob- 
lems in  coal  mining  in  Canada  be- 
cause it  is^  a  new  technology  here. 
But  everybody  seems  to  be  coming 
out  of  it  except  Mclntyre." 

Meanwhile,  Falconbridge  was  do- 
ing badly.  Both  Falconbridge  and 
another  Mclntyre  affiliate,  36%-owned 
Madeleine  Mines  Ltd.  in  Quebec, 
were  hurt  badly  in  1974  and  1975 
by  disastrous  prices  in  nickel  and  cop- 


Superior  Farming  uses  a  mobile  shaker  to  dislodge  nuts  from  trees,  and  a 
technique  pioneered  in  Israel  to  irrigate  crops  by  seepage.  Carefully  dive 
fied,  crops  are  being  harvested  all  year  round.  There's  no  harvest  at  the 
bottom  line,  however;  last  year,  agriculture  showed  a  $14.9-million  loss. 
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cessing  deductions  on  its  1974  mining 
taxes— increasing  them  by  $8  million. 
The  tax  men  later  relented  and  gave 
the  company  until  1980  to  meet  the 
requirements.  Falconbridge  says  it  will 
do  so— but  not  how. 

Then  both  copper  and  nickel  mar- 
kets fell  apart.  And  Sudbury  workers 
struck  last  year  for  more  than  two 
months.  Last  year  Falconbridge 
slashed  production  30%  in  Canada  and 
24%  in  the  Dominican  Republic,  laid 
off  hundreds  of  Sudbury  employees, 
closed  three  mines  and  a  nickel  con- 
centrator. Earnings  on  $429  million  in 
revenues  fell  90%  from  their  already 
depressed  1974  levels,  to  $3  million. 
OiJy  the  Dominican  operation  kept 
the  company  in  the  black.  And  in  the 
first  quarter  of  1976  it,  too,  lost  mon- 
ey; Falconbridge  went  $791,000  into 
the  red. 

There  are  signs  the  ordeal  may  be 
ending.  Nickel  prices  started  coming 
back  in  late  1975  and  copper  this 
year.  Falconbridge  got  back  into  the 
black  in  the  second  quarter  and 
was  in  the  black  overall  for  the  first 
half.  The  outlook  for  Canadian  nickel 
is  bullish.  Mead  &  Co.,  the  Montreal 
investment  house,  predicts  a  "substan- 
tial and  sustained  recovery  in  metal 
prices"  starting  this  fall.  Canadian 
mines  should  help  reap  the  benefits, 
since  little  new  nickel  capacity  any- 
where in  the  non-Communist  world 
is  expected  over  the  next  three  years. 

But  as  a  weak  No.  Two  to  Interna- 
tional Nickel,  Falconbridge  must  show 
that  it  can  earn  consistent  profits.  Fal- 
conbridge President  Marsh  A.  Cooper, 
who  used  to  be  one  of  the  indus- 
try's optimists,  is  so  no  more.  Says 
he  gloomily:  "The  nickel  market  is  a 
lot  better,  but  they're  not  lining  up  at 
my  door  to  buy  nickel.  As  for  copper, 
it's  a  guessing  game.  I'm  a  little 
amazed  the  price  is  as  high  as  it  is." 

Some  of  the  Falconbridge  subsidi- 
aries have  done  well;  some  have  big 
problems.  Take  Western  Platinum 
Ltd.,  which  is  developing  vast  plati- 
num and  other  metal  deposits  on 
South  Africa's  Merensky  Reef.  It  is 
51%  owned  by  Lonrho  Ltd.,  24%  by 
Superior  and  25%  by  Falconbridge. 
Hit  by  riots,  shortages  and  soaring 
labor  costs  in  South  Africa's  troubled 
mining  industry  last  year,  its  earn- 
ings dropped  by  65%. 

Other  Falconbridge  subsidiaries 
have  done  better.  Alminex  Ltd.,  an 
oil  and  gas  producer  51%  owned  by 
Falconbridge,  had  1975  earnings  of 
$4.9  million  on  revenues  of  $19.6  mil- 
lion. Sturgeon  Lake  Mines  Ltd.,  a 
Canadian  metal  producer  67%  owned 
by  Falconbridge  Copper  Ltd.,  went 
into  production  last  year,  and  Cooper 
expects  it  to  make  a  big  contribution 
in    the    future.    Fahramet    Ltd 


Some  of  Superior's  affiliates,  and  those  of  Mclntyre  and  Falconbridge, 
are  dormant  mines  or  vehicles  for  exploration.  Some— like  Falconbridge 
Copper— are  large  working  operations^  Through  them,  Superior  has  a  stake 
In  a  worldwide  mining  network  holding  the  possibility  of  the  big  strike.  The 
company  controls  them  by  interlocking  directorates  headed  by  Howard  Keck. 
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Ventures  of  Africa 
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Ontario  high-alloy  castings  manufac- 
turer owned  by  Indusmin  Ltd.,  a 
Falconbridge  subsidiary,  had  $2.2 
million  earnings  on  revenues  of  $23 
million.  Falconbridge  and  its  sub- 
sidiaries are  also  doing  grass-root 
exploration  for  minerals  throughout 
the  world— for  copper  in  the  Yukon, 
gold  and  silver  in  Nevada,  diamonds 
in  Botswana,  oil  and  gas  in  Canada 
and  the  U.S.  So  far,  however,  the 
really  big  strike  eludes  it. 

Superior  has  found,  as  a  veteran 
oilman  in  Houston  says:  "Hard  metal 
extraction  sounds  the  same  as  the  oil 
business.  But  it  ain't  exactly  the 
same,  neither."  There  is  a  story  told 
in  Texas  about  the  mayor  of  Dallas 
who  promised  to  build  "the  world's 
largest  aquarium"  for  the  1936  Texas 
Centennial  and  then  asked  a  col- 
league. "Say,  what  the  hell's  an 
aquarium?"  Some  of  the  moves  im- 
posed on  Mclntyre-Falconbridge  re- 
semble building  an  aquarium  before 
knowing  what  one  is. 

Superior  now  controls  both  Mcln- 
tyre  and  Falconbridge  directly  as  well 
as  indirectly.  Keck  is  now  chairman  of 
Superior,  Canadian  Superior  and  Fal- 
conbridge. Cooper,  a  Canadian  min- 
ing engineer  who  is  one  of  the  few 
pre-Superior  members  of  the  Mcln- 
tyre  board,  is  chairman  of  Mclntyre 
and  president  of  Falconbridge.  Keek's 
brother,  William  Jr.  (see  box,  p.  89), 
President  Robert  B.  Fulton,  Canadian 
Superior  President  A.EJ.  Feldmeyer 
and  several  Superior  senior  execu- 
tives also  serve  on  the  interlocked 
boards  of  directors. 

Individually,  members  of  this  con- 
sortium also  own  significant  holdings 
of  Mclntyre  stock,  the  linchpin  of 
Superior's  control.  Together,  Superi- 
or, Canadian  Superior,  the  directors 
and  others  (like  Howard  Keek's  wife 
and  Falconbridge  itself,  which  owns 
175,825  Mclntyre  shares)  hold  vir- 
tual majority  control:  nearly  1.2  mil- 
lion of  Mclntyre's  2.43  million  shares 
outstanding. 

Of  the  14  members  of  Falcon- 
bridge's  board,  seven  are  Superior  di- 
rectors or  employees  of  Falconbridge 
or  one  of  its  subsidiaries,  and  an 
eighth  is  a  familiar  Texas  name: 
John  B.  Connally,  whose  Houston  law 
firm  represents  Austral  Oil,  one  of 
Superior's  newest  acquisitions.  Says 
the  former  Texas  governor  and  U.S. 
Treasury  Secretary:  "I  get  a  lot  of 
invitations  to  be  on  boards,  and  I 
just  pick  the  ones  where  I  think  I 
could  leam  something." 

All  this  has  clobbered  the  stock  of 
both  companies.  Falconbridge  sold  as 
high  as  182.50  a  share  in  1970.  It 
plunged  to  24  in  1975,  now  sells  at 
around  44.  Mclntyre  sold  at  190  in 
1970,  recendy    at    32.    As    a    result. 


Superior  carries  its  985,965  shares  of 
Mclntyre  stock  at  its  $90.7-miILion 
cost  on  its  books— $59  million  more 
than  current  market  value.  Mclntyre's 
investment  in  its  Falconbridge  stock 
is  $112  million— about  26%  more  than 
market  value. 

While  its  Canadian  affiliates  were 
struggling  with  their  problems.  Keck 
was  pouring  money  into  a  project  re- 
ported to  be  his  personal  obsession:  a 
complex  corporate  farm  in  California's 
San  Joaquin  Valley.  Superior  Farm- 
ing Co.,  a  wholly  owned  subsidiary, 
owns  37,446  acres  of  land  there,  about 
half  of  it  planted  to  crops  relentlessly 
diversified  and  expensively  automat- 
ed. Says  a  Superior  executive: 

"Right  now  we're  harvesting  toma- 
toes, plums,  nectarines,  peaches   and 


Underground  entrances  lead  to  this 
luxury  apartment  house  in  Houston, 
where  Superior's  reclusive  president 
lives  while  in  Texas. 


table  grapes.  We'll  be  picking  cotton 
until  the  middle  of  September.  Alfal- 
fa is  harvested  every  28  days.  We 
have  something  going  on  most  of  the 
time.  If  you're  going  to  pay  $25,000 
for  a  tractor,  you  should  have  it  go- 
ing 75%  of  the  time." 

Superior  Farming  must  have  a  lot 
of  $25,000  tractors.  The  parent  com- 
pany has  $116  million  invested  in  ag- 
ricultural land  and  equipment.  The 
farming  company  employs  a  revolu- 
tionary Israeli  "drip"  technique  to 
water  crops  and  cut  down  on  evapora- 
tion. It  puts  thermometers  inside  fruit 
(the  orchard  heaters  are  turned  on 
when  the  fruit,  not  the  surrounding 
air,  gets  to  the  danger  point;  Supe- 
rior Farming  officials  estimate  it  saves 
$40,000   ;i    year).    It   owns   half  of  a 


fruit-packing  plant.  It  has  an  11-acre 
Tucson,  Ariz,  experimental  greenhouse 
farm  where  temperature,  humidity 
and  irrigation  are  automated  and 
plants   grow  in  sand  and  chemicals. 

But  Superior  Farming  has  had  only 
one  profitable  year  ($3  miUion  in 
1973)  since  it  was  founded  in  1968. 
Last  year  it  lost  $14,944,000  before 
taxes.  It  was  supposed  to  break  even 
this  year  but  probably  won't.  Says  an 
executive:  "We  probably  would  have 
made  it  if  we  had  stayed  with  the  orig- 
inal units  of  land.  But  we  e.xpanded." 

For  32  years,  Superior  has  also 
owned  mineral  rights  to  about  6,500 
acres  of  shale  land  in  western  Colo- 
rado. It  has  developed  a  process  for 
mining  and  refining  that  recovers  not 
only  oil  but  nahcolite,  a  chemical 
with  industrial  pollution-control  poten- 
tial, and  dawsonite,  an  aluminum- 
bearing  mineral  (the  U.S.  imports  al- 
most all  the  bauxite  from  which  most 
of  its  aluminum  is  now  made;  and 
there  are  about  6.5  billion  tons  of 
alvunina  in  the  dawsonite  in  Colorado 
shale). 

But  commercial  production  is  still 
years  away.  The  U.S.  General  Ac- 
counting OfiBce  has  estimated  that  a 
50,000-barrel-a-day  mine  and  refinery 
could  produce  oil  for  $12  to  $18  a 
barrel.  It  would  compete  with  high- 
grade,  $13,  imported  oil.  But  it  would 
require    a    billion    dollars    in    capital. 

Superior's  empire  grows  in  size  if 
not  in  profitability.  Last  year  it  sold 
2.7  million  of  the  3.8  million  Texaco 
shares  it  got  for  its  Venezuelan  op- 
erations in  1964.  It  used  $14.2  million 
of  the  proceeds  to  buy  20%  of  Austral 
Oil,  a  small  (1975  revenues:  $19  mil- 
lion) Houston-based  producer  with 
participation  in  234  U.S.  wells  and  a 
10%  interest  in  a  big  production-shar- 
ing contract  in  Indonesia.  Another 
$38.7  million  was  applied  to  Superior's 
long-term  debt.  And  th«;  shareholders 
authorized  5  million  shares  of  pre- 
ferred stock.  Canadian  Superior  and 
Falconbridge's  51%-owned  subsidiary, 
Alminex,  say  they  are  considering 
merging.  Obviously,  Keck  is  gearing 
up  for  more  acquisitions.  Which 
raises  a  big  (jucstion:  Does  it  make 
sense  to  launch  new  projects  when 
the  existing  ones   aren't   doing   well? 

Keck  has  poured  oil  money  from 
his  public  company  into  agriculture 
the  way  the  Kleberg  family  does  from 
the  King  Ranch.  But  the  Klebergs  own 
the  King  Ranch;  in  theory  at  least, 
Superior  must  answer  to  the  holders 
of  66%  of  its  stock  whose  name  is 
not  Keck.  Superior's  empire  is  a  trea- 
sure trove:  of  oil,  of  gas,  of  coal, 
nickel,  copper,  of  rich  and  fertile  farm 
land.  But  wealth  must  be  managed, 
and  Howard  Keek's  record  to  date  is 
hardly  rea.ssuring.   ■ 
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The  Greatest  Driller  Of  'Em  All" 


Surrounded  by  his  engineers  and  ge- 
ologists, William  Myron  Keck  Sr. 
picked  up  a  piece  of  a  gas-well  core 
sample— and  tasted  it. 

It  was  in  the  middle  1940s.  Keek's 
Superior  Oil  Co.  and  Atlantic  Rich- 
field had  drilled  a  deep  well  southeast 
of  the  Lake  Creek  field  of  Texas  and 
every  man  except  Keck  thought  it  was 
a  producer. 

Says  one  who  was  there:  "He 
smelled  that  log,  and  sucked  on  it, 
and  said,  It  ain't  gonna  work.' "  Keck 
beUeved  in  letting  his  people  carry 
the  ball,  so  he  gave  the  go-ahead— 
"but  $100,000  later  we  abandoned 
the  well." 

That's  what  made  Keck  a  legend 
in  the  oil  business— "the  greatest  drill- 
er of  'em  all,"  says  a  former  colleague 
—and  made  the  oil  and  gas  producer 
he  built  from  scratch  one  of  the 
mightiest  of  U.S.  independents. 

Born  in  Pennsylvania  in  1880,  Keck 
dropped  out  of  school  at  14  and  got 
a  job  selling  candy  and  sandwiches 
on  the  Baltimore  &  Ohio  Railroad.  One 
day  around  the  turn  of  the  century, 
the  train^  stopped  at  Bowling  Green, 
Pa.,  where  a  crew  had  brought  in  an 
oil  well.  Fascinated,  young  Keck  got 
off  the  train  and  never  got  back  on. 

He  went  to  work  as  a  roustabout 
in  the  Pennsylvania  oil  fields,  arrived 
at  the  great  Spindletop  fields  in  Texas 
shortly  after  the  century's  turn,  then 
went  on  to  California.  The  old  pile- 
driver  type  cable  rigs  were  still  in  use 
there  and  he  didn't  think  the  rotary 
rig  was  here  to  stay.  It  was  an  un- 
usual lapse  in  one  later  to  be  credited 
with  near  clairvoyance  about  the  oil 
business. 


Keck  worked  for  early-day  oil  com- 
panies as  a  driller  in  California  and 
South  America  (where  he  rigged  out 
the  first  well  in  Venezuela's  rich  Boli- 
var Coastal  field) .  But  when  a  daugh- 
ter died  of  yellow  fever,  he  returned 
to  California.  Keck  set  up  his  own 
independent  drilling  company.  Then, 
as  now,  many  drilling  contractors  took 
a  piece  of  the  lease  in  lieu  of  cash, 
and  Keck  accumulated  so  many  leases 
he  started  a  producing  company  in 
1921  to  take  care  of  them— The  Su- 
perior Oil  Co. 

Superior  flourished  in  California, 
Keck  hitting  it  big  at  Kettleman 
Hills.  When  the  big  East  Texas  field 
came  in  in  1931,  he  expanded  into 
Texas,  then  into  Oklahoma,  Kansas, 
Nebraska,  Louisiana,  Illinois  and 
South  America.  In  1939  he  started 
operations  in  Canada  and  in  1943, 
founded  Canadian  Superior  Oil  Ltd., 
now  a  53%-owned  subsidiary.  For 
years,  Superior  held  depth  drilling  rec- 
ords in  four  states.  In  the  late  1930s 
Keek's  drillers  struck  the  first  ofiFshore 
crude  oil  in  the  Gulf  of  Mexico  from 
a  creosote-soaked  wooden  platform 
off  Louisiana. 

Between  1942  and  1954,  Superior 
found  two  barrels  of  oil  for  every  one 
it  pumped;  its  reserves  rose  from  168 
million  barrels  to  350  million  while  it 
was  producing  177  milhon  barrels.  In 
1959  reserves  stood  at  nearly  400  mil- 
lion barrels  of  oil  and  more  than  4 
trillion  cubic  feet  of  natural  gas. 

•  A  Last-Minute  Hunch 

In  1956  Superior  got  some  of  the 
richest  parts  of  Venezuela's  newly 
opened  Lake  Maracaibo  oil  fields  be- 
cause Keck  had  another  of  his 
hunches.  At  the  last  minute,  he  de- 
cided to  "throw  3  more  million"  on 
top  of  Superior's  bid  to  the  Venezue- 
lan government  for  a  7,685-acre  lease. 
The  original  bid  would  have  been 
fourth.  The  increased  bid  of  $21.75 
million  was  high.  It  brought  produc- 
tion in  Venezuela  that  ultimately 
would  reach  85,000  barrels  a  day  and 
account  for  40%  of  Superior's  world- 
wide production.  Says  an  oilman  who 
helped  complete  Superior's  first  Vene- 
zuelan wells:  "A  lot  of  other  compa- 
nies got  good  acreage  there,  too.  But 
this  was  the  best  of  it." 

Ruddy  and  outgoing,  the  6-foot- 
2-inch,  210-pound  Keck  lived  in  Los 
Angeles'  exclusive  Bel  Air  section. 
When  he  died  he  left  an  estate  val- 
ued at  $181  million,  one  of  the  biggest 
in  California  history.  An  unrecon- 
structed right-winger,  Keck  was  a  bit- 


ter political  opponent  of  Earl  Warren 
when  Warren  was  governor  of  Cali- 
fornia. He  once  loaned  his  company 
plane  to  Senator  Joseph  McCarthy 
(Rep.,  Wis.)  for  a  speaking  tour.  The 
family  got  some  unwanted  publicity 
in  1956  when  $2,500  of  son  Howard 
Keek's  money  wound  up  being  of- 
fered by  a  lobbyist  as  a  campaign 
contribution  to  Senator  Francis  Case 
(Rep.,  S.D.).  When  the  donation  was 
publicized  during  heavy-handed  in- 
dustry lobbying  for  a  bill  to  exempt 
natural  gas  from  federal  control,  it 
touched  off  a  storm  of  controversy. 
President  Eisenhower  vetoed  the  bill, 
citing  "arrogance"  by  the  industry. 

Keek's  family  life  was  marred  by 
tragedy.  In  addition  to  the  death  of 
his  daughter,  his  first  wife  and  a  son 
were  killed  in  trafiBc  accidents  (he 
divorced  his  second  wife  in  a  bitterly 
fought  case  in  1945  and  married 
for  the  third  time  in  his  70s).  And  his 
two  surviving  sons  grew  up  to  be  bit- 
ter rivals.  Says  an  intimate:  "Like 
some  brothers,  they  just  didn't  Uke 
each  other."  Forced  to  take  his 
choice.  Keck  waffled  for  a  while,  fi- 
nally chose  the  second  son,  Howard 
B.  Keck,  over  his  namesake,  William 
Jr.  Even  then  he  seemed  to  have  his 
doubts  and  they  may  have  figured  in 
his  decision  to  sell  his  magnificent  oil 
company  lock,  stock  and  barrel. 

On  June  19,  1959  Keck  and  Au- 
gustus C.  Long,  chairman  of  Texaco, 
Inc.,  announced  an  "understanding  in 
principle"  for  the  acquisition  of  Su- 
perior by  Texaco  for  $765  million  in 
Texaco  stock.  The  U.S.  Justice  De- 
partment opposed  the  merger,  and, 
rather  than  face  years  of  litigation, 
Superior  and  Texaco  abandoned  it.  But 
in  February  of  1964,  six  months  be- 
fore he  died,  the  old  man  sold  out  his 
rich  Venezuelan  holdings  to  Texaco 
for  1.9  million  shares  of  stock  (it  has 
since  split  2-for-l).  It  was  a  typically 
shrewd  example  of  timing;  most  of 
the  profit  has  since  gone  out  of  Vene- 
zuelan oil. 

Howard  Keck,  now  63,  is  still  presi- 
dent. He  runs  Superior  today  through 
voting  rights  provided  for  in  trusts  in 
his  father's  will.  (The  Kecks  still  own 
about  33%  of  the  company.)  He  di- 
vides his  time  between  Southern  Cal- 
ifornia, where  most  of  the  Keck  family 
still  lives,  and  Houston,  site  of  the 
company's  executive  offices.  Like  his 
father,  he  shuns  the  limelight  except 
for  some  prominence  as  a  sportsman 
—he  has  owTied  racing  yachts,  horses 
and  the  cars  that  won  both  the  1953 
and  1954  Indianapolis  500. 

William  Keck  Jr.  still  serves  on  the 
Superior  board  and  those  of  some  of 
its  subsidiaries. 
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While  the  fact  may  be  surprising,  the  explanation  is 
simple:  Ireland  is  a  member  of  Europe's  Common 
Market,  with  tariff-free  access  to  over  260  million 
consumers. 

This  fact,  however,  only  partly  explains  why  a  grow- 
ing number  of  overseas  companies  are  choosing  the 
Repubhc  as  their  manufacturing  base  within  the  market. 
The  full  answer  Ues  in  a  key  policy  of  our  government, 
which  has  led  to  Ireland  becoming  the  Market's  fastest- 
growing  manufacturing  location. 

Only  a  short  time  ago,  you  would  have  been  right  to 
think  of  Ireland  as  an  agricultural  economy,  with  low 
exports  and  high  emigration.  We  have  halted  emigra- 
tion, boosted  exports  to  a  third  of  our  GNP,  and  today 
more  people  are  employed  in  industry  than  in  agricul- 
ture. This  has  been  achieved  through  an  all-out  commit- 
ment to  industrial  growth  by  business,  labor  and  suc- 
cessive   governments.     Our    natural    advantages    of 


THE 
REPOBLK 
OriREUIND 


m- 


abundant  power,  space  and  water,  and  an  enthusiastic 
English-speaking  work-force,  have  been  reinforced  by 
the  most  effective  package  of  industrial  incentives  in 
Europe. 

Overseas  companies  locating  in  Ireland  enjoy,  for 
example,  non-repayable  government  grants  for  sites, 
factories,  machinery  lease  or  purchase :  free  worker 
training:  no  tax  on  export  profits  until  1990,  and  free 
repatriation  of  capital  and  profits. 

To  date,  over  600  companies  from  19  nations  have 
located  here  -  including  over  180  American  enterprises. 
In  the  last  decade  they  have  helped  double  our  GNP 
and  quadruple  our  total  exports,  and  increase  our  key 
manufactured  exports  an  impressive  ninefold  in  value. 

When  you  are  considering  an  expansion  in  the 
Common  Market,  consult  the  Irish  Government's  one- 
stop  development  service  -  the  Industrial  Development 
Authority.  It  can  give  you  a  prompt,  detailed  assessment 
of  your  company's  ehgibility  and  the  degree  of  financial 
support  your  company's  project  can  obtain  in  the 
Repubhc. 

Contact  Industrial  Development  Authority-Ireland  at : 
2Q0  Park  Avenue.  NEW  YORK.  NY  10017/(212)  972-1000;  1  East 
Wacker  Drive,  CHICAGO,  IL  60601/(312)  644-7476;  Suite  2065, 
1100  Milam  Building,  HOUSTON,  TX  77002/(713)  658-0055;  515 
South  Flower  Street,  LOS  ANGELES.  CA  90071  /(213)  624-1024. 
Overseas  offices  also  in  Toronto,  Tokyo,  Sydney,  Brussels,  Paris, 
Cologne,  Copenhagen  and  London. 

Thu  announcement  is  published  by  IDA  Ireland.  280  Park  Avenue,  New  York,  10017,  which  is  registered  under  the 
FOT«gn  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland.  This  material  is  filed  with  the 
Dwpartmonl  of  Justice  where  the  required  registraOon  statement  is  available  for  public  inspection.  Registration  does  not 
mdicale  approval  of  the  contents  by  the  Umted  States  Government. 
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Hi,  Ho,  Come  To  The  Fair! 


Presidential  candidates  Jimmy  Car- 
ter and  President  Gerald  Ford  are 
planning  to  show  up  at  several— and  if 
last  year's  record  is  any  indication,  so 
are  149,999,998  other  Americans.  It's 
fair-going  time.  At  state,  cotmty  and 
local  fairs  all  over  the  country,  the 
ferris  wheels  are  turning,  the  cattle 
are  steaming  in  the  dusty  tents  and 
the  kids  are  stuffing  themselves  with 
cotton  candy,  hot  dogs  and  candied 
apples. 

The  week-long  Mid  America  Fail' 
at  Topeka,  Kan.,  closes  today,  just 
as  the  two,  week-long  extravaganzas 
at  Albuquerque,  N.M.  and  West 
Springfield,  Mass.  get  under  way, 
and  the  season  reaches  its  climax  this 
month.  The  beautiful  and  trendy  peo- 
ple may  not  go,  but  if  there  is  an  im- 
pending oil  crisis,  most  Americans 
weren't  letting  that  keep  them  away. 
Fair  attendance  is  growing  by  as 
much  as  10%  annually,  and  (according 
to  the  International  Association  of 
Fairs  &  Expositions)  this  annual  open- 
air  saturnalia  of  Middle  America  gen- 
erates in  the  aggregate  more  than 
$500  million  in  revenues  yearly. 

There  are  close  to  a  dozen  giant 
fairs.  The  biggest  of  them  all  is  the 
Texas  State  Fair  in  Dallas,  which 
opens  next  month.  This  fair  normally 
attracts  over  3  million  people  and 
grosses   well   over    $10   million.    The 


average  fair?  Some  325  generate  60% 
of  the  half -billion-dollar  gross.  The 
remaining  $200  million  is  spread 
across  some  2,000  smaller  ones— gross- 
ing less  than  $100,000  on  average. 

The  Anderson  Fair  in  Anderson, 
S.C.  is  fairly  typical.  It  attracts 
300,000  customers  and  more  than  $1 
miUion  in  revenues  dtuing  its  week- 
long  run.  Its  customers  flock  in  from 
miles  around,  and  the  money  pours  in 
from  the  admission  and  parking 
charges,  the  grandstand  entertain- 
ment, fees  from  the  industrial  and  food 
concessions  and,  of  course,  the  carni- 
val attractions  of  the  midway. 

Except  for  the  big  state  fairs,  most 
such  fairs  are  sponsored  by  local 
groups  or  even  individuals,  generally 
on  a  nonprofit  basis.  The  proceeds 
usually  are  plowed  back  into  perma- 
nent structures. 

City  people  like  to  think  of  these 
fairs  as  relics  of  a  vanishing  America— 
a  la  Phil  Stong's  novel.  State  Fair, 
and  the  Rodgers  &  Hammerstein  mov- 
ie musical  made  from  it.  But  as  the 
Texas  fair  suggests,  the  city  shck- 
ers  are  gradually  taking  over.  About 
56%  of  the  customers  who  spend  $2 
a  head  and  more  for  admission  come 
not  from  farms  but  the  nearby  cities. 

The  4H  Clubs  still  compete  in  rais- 
ing cows  or  com,  making  berry  pies 
or  hooking  rugs,  but  the  action  now 
lies  in  the  industrial  exhibitions,  the 
midway,  the  stock  car  races  or  the 
rodeo,  the  big-name  entertainers— Hke 
Bob  Hope,  Johimy  Cash  or  Liza  Min- 
nelli— who  raked  in  $30  million  ap- 
pearing in  fairs  last  year. 

With  an  audience  and  market  of 
such  proportions,  more  and  more  cor- 
porations are  coming  to  see  the  coun- 
try fair  the  way  the  politicians  have 
always  seen  them— as  captive  audi- 
ences for  making  their  sales  pitches. 
The  farm-equipment  makers  have  al- 
ways exhibited  there.  Beltone  has 
been  pushing  its  hearing  aids  on  a 
local  basis  for  years.  Ford  and  Chev- 
rolet now  push  their  cars  and  trucks, 
Polaroid  its  cameras.  Matsushita  has 
been  test-marketing  a  high-powered 
grandstand  musical  to  promote  its 
Panasonic  products  at  some  18  fairs. 
As  they  say— it's  a  great,  big  country 
out  there.  ■  « 
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The  Blue  Flame  Flickers 

Can  Columbia's  try-everything  strategy  bring  growth  back  to 
the  gas  business?  Probably  not,  but  Bernie  Clarke  is  trying. 


Nestled  on  a  grassy  expanse  in  resi- 
dential Wilmington,  Del.,  with  old- 
fashioned  gaslights  lining  the  curved 
entrance,  is  the  spacious  headquarters 
of  Columbia  Gas  System.  Just  one 
thing  is  wrong:  The  hghts  aren't 
burning  .  .  .  even  at  night. 

Coltunbia  isn't  quite  a  gasless  gas 
company,  but  that  conservation  mea- 
sure underscores  the  problems  of 
its  industry.  Through  mid-Atlantic 
wholesale  and  retail  oudets,  Colum- 
bia sells  more  gas— over  7%  of  the  na- 
tion's total— than  any  other  integrated 
firm.  But  its  weUs  produce  a  bare 
8%  of  its  own  needs.  As  fuel-short 
suppHers  like  Tenneco  and  Texas 
Eastern  are  forced  to  curtail  their  de- 
hveries,  Columbia  is  scrambling  to 
find  gas  for  its  4.2  million  customers. 

Last  year,  Colimabia  sold  about  the 
same  amount  of  gas  as  it  did  in  1965 
—roughly  25%  less  than  its  1972  rec- 
ord. Industrial  users  bear  most  of  the 
cutbaicks,  and  a  few  of  them  have 
had  service  terminated  completely. 
Homeowners  haven't  had  curtail- 
ments yet;  but  like  most  retailers,  Co- 
Ivunbia  isn't  allowed  to  hook  up  new 
meters.  When  people  move,  the  gas 
man  can't  follow  them.  So  the  com- 
pany has  lost  about  10,000  customers 
in  the  past  two  years. 

For  now,  revenues  ($1.4  billion  in 
1975)  and  earnings  ($111  milhon)  , 
are  rising  despite  declining  volimne; 
regulators  let  rates  go  up  so  the  com- 
pany can  still  earn  a  ret\im  on  its 
$2.2-billion,  seven-state  investment. 
But  the  handwriting  is  on  the  wall. 

Bernard  Clarke,  Columbia's  chair- 
man, a  55-year-old  chemical  engi- 
neer, remembers  the  booming  Sixties 
when  marketing  men  were  pushing 
backyard  barbecues,  swinuning  pool 
heaters  and  sidewalk  snow  melters. 
Those  days  are  gone.  Just  to  stay  in 
business  now,  Bemie  Clarke  and 
companies  like  his  are  spending  bil- 
hons  searching  for  new  gas.  They're 
getting  encouragement  from  a  friend- 
ly Federal  Power  Commission,  but 
little  help  from  Congress,  which  re- 
fuses to  deregulate  prices.  "Our  in- 
dustry can  solve  its  supply  problems," 
says  Clarke  with  a  nervous  smile.  "At 
Columbia,  we  think  we've  bottomed 
out,    and  this   year   is   the   bottom." 

The  first  new  supply  source  Clarke 
hopes  for  is  from  Columbia's  $310- 
milUon  liquefied  natiu^l  gas  process- 
ing plant  in  Maryland.  That  should 
be  handling  300  million   cubic  feet 


of  Algerian  gas  daily  by  the  end  of 
1977— adding  10%  to  the  company's 
present  volume.  Next,  Clarke  figures 
that  his  advance  payments  to  pro- 
ducers will  start  yielding  new  re- 
serves, first  in  the  Gulf  of  Mexico 
and  then  from  Alaska.  Through  1980 
he  has  nearly  $550  million  committed. 
That  should  amount  to  a  full  year's 
supply  of  new  gas.  To  boot,  Colum- 
bia has  $325  million  invested  in  its 
own  exploration  projects  in  Canada, 
offshore  Louisiana  and  Appalachia. 

No  Sure  Things 

Each  of  those  supply  alternatives, 
however,  has  its  own  particular  risk: 

•  The  LNG  deal  hinges  on  a 
seven-year-old  contract  between  El 
Paso,  Columbia's  supplier,  and  Sona- 
trach,  Algeria's  state-owned  produc- 
tion company.  After  transportation 
and  processing,  the  gas  will  flow  into 
Columbia's  system  at  about  $1.35  per 
mcf— slightly  less  than  the  new  FPC 
rate  for  domestic  wells.  Though  the 
Algerians  have  already  invested  $1 
billion  in  this  deal,  they  may  take  a 
lesson  from  oil  producers  and  decide 
to  jack  up  their  wellhead  price  (now 
just  34  cents  per  mcf) . 

•  Advance  payments  may  not  mean 
certain  supphes  of  gas  either.  In  Jan- 
uary the  FPC  ended  its  practice  of 
allowing  a  firm  to  make  them  a  part 
of  its  rate  base.  Big  outfits  like  Co- 
ltunbia—so  opponents  felt— had  an  un- 
fair advantage  in  tying  up  new  dis- 
coveries. Columbia,  for  example,  ad- 
vanced $175  million  to  Standard  Oil 
of  Ohio  for  rights  to  its  huge  Alaskan 
reserves.  But  it  would  be  politically 
impossible  for  that  bonanza  to  go  to 
the  East  Coast  if  it  meant  new  cus- 
tomers for  Columbia  and  gas  cut- 
backs for  California  homeowners. 

•  A  regulated  enviromnent  in- 
creases the  normal  risks  of  searching 
for  gas,  too.  In  August  the  FPC 
bailed  out  a  $100-miUion  Columbia 
drilling  venture  in  the  Gulf— erasing 
an  embarrassing  "subject  to"  clause 
in  its  auditor's  report.  Because  of  Co- 
lumbia's high  exploration  costs,  the 
Commission  authorized  a  selling  price 
above  its  normal  wellhead  rate.  Such 
backdoor  deregulation  isn't  always 
assured. 

To  add  to  this  uncertainty,  Colum- 
bia also  has  problems  with  synthetic 
fuel  programs.  Its  Ohio  conversion 
plant— the  nation's  largest— can  pro- 
duce about  4%  of  the  company's  cur- 


Lights  are  out  at  Columbia's  offices. 


rent  gas  demand  from  oil  by-products. 
The  high  cost  ($4.20  per  mcf)  is 
spread  throughout  its  system,  and 
the  output  is  useful  for  peak  loads; 
however,  the  Federal  Energy  Ad- 
ministration opposes  such  conversion 
as  a  wasteful  use  of  petroleum  feed- 
stocks. For  longer  term  supplies,  Co- 
lumbia and  an  Exxon  imit  are  study- 
ing coal  gasification.  But  capital  costs 
—over  $1.5  billion  for  a  commercially 
viable  facility— are  now  prohibitive. 

In  the  end,  then,  Columbia's  one 
nongas  venture  is  perhaps  its  bright- 
est prospect.  As  a  relic  of  an  old  ac- 
quisition, the  company  owns  mineral 
rights  on  325,000  acres  of  West  Vir- 
ginia coal  land.  A  $60-million  mining 
investment  should  bring  production 
and  profits  by  1978. 

Clarke  would  dearly  love  to  make 
other  diversification  moves,  but  he  is 
blocked.  Because  it  owns  distribution 
systems  in  more  than  one  state,  Co- 
lumbia is  a  public  utility  holding 
company,  regulated  by  the  Securities 
&  Exchange  Commission,  Though  its 
coal-development  plan  was  approved, 
the  law  limits  entry  into  new  busi- 
nesses—a reform  instituted  after  utihty 
baron  Samuel  Insull  bled  capital 
from  the  industry  in  the  late  Twen- 
ties. Some  gas  companies  (American 
Natural  and  Peoples,  for  example) 
are  moving  away  from  SEC  jurisdic- 
tion. But  Columbia. and  Consolidated 
Natural,  the  only  major  multistate 
distributor,  would  have  to  spin  off 
too  many  assets  to  manage  that. 

What  if  Clarke's  plans  for  LNG 
and  new  production  don't  come 
through?  He's  an  inveterate  optimist, 
but  with  dwindling  reserves— now  just 
a  14-year  supply— and  no  other  lines 
of  business,  Columbia  could  face  a 
bleak  future.  Take  those  gaslights 
aroimd  his  building:  "We'll  probably 
never  turn  them  on,"  Clarke  admits 
a  bit  sadly.  ■ 
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two  different  Sunset  covers  for  Ocbber? 
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There's  a  perfect  answer,  and  it  points  up  a 

truth  that  marketers  need  to  recognize  concerning 

America's  Numt)er  One  regbnal  market 


Western  America  is  a  whole  variety 
of  challenging  differences. 

Two  October  covers  are  a  case  in  point. 

Most  of  the  West  is  arid,  and  this  year,  particularly, 
feeling  the  pinch  of  serious  water  shortages.  An 
emergency.  So  Sunset  responds:  October  plantings 
of  beautiful  but  non-thirsty  gardens. 

Some  of  the  West  isn't  arid  at  all.  Particularly  the 
Pacific  Northwest.  So  for  readers  there.  Sunset  shifts  to 
another  timely  interest:  the  renaissance  of  the  log 
cabin  in  Western  building. 

Catering  to  regional  differences  within  the  West  is 
not  something  new  at  Sunset.  Back  in  1932,  Sunset 
Magazine  was  a  pioneer  with  regional  editions,  and 
now  publishes  separate  editorial  editions  for  four 
different  regions  of  the  West:  Northwest,  Central, 
Southwest,  and  Desert  country. 

Today  Sunset's  regional  editions  give  advertisers 
great  flexibility,  but  flexibility  with  a  pertinence 
because  it  rides  on  editorial  changed  as  much  as  30% 
per  edition  to  serve  local  needs  and  interests. 

The  Sunset  regions  together  are  an 
American  super- market. 

Economically  speaking,  the  West,  despite  its  life- 
style differences,  has  purchasing  patterns  and  capa- 


bilities which  almost  uniformly  exceed  national 
averages.  A  few  items: 

1.  Money.  If  the  West  were  a  nation,  it  would  rank 
number  one  in  the  world  in  per  capita  income. 
Sweden,  Switzerland,  and  the  U.S.  would  follow. 

2.  Retail  growth.  Throughout  1975  retail  sales 
growth  in  the  West  was  33%  faster  than  in  the  rest 
of  the  U.S. 

3.  Cars.  If  the  West  were  a  nation,  it  would  rank 
number  two  in  cars  owned.  Only  the  U.S.  as  a 
whole  exceeds  it. 

4.  Food.  For  countless  basic  and  specialty  foods, 
the  West  has  a  higher  purchasing  index  than  any- 
where else  in  the  country. 

5.  Travel.  In  the  West,  the  rate  of  new  passports 
issued  per  capita  in  1975  was  more  than  35%  above 
the  national  average.  The  incidence  of  Westerners 
using  scheduled  airlines  is  41%  above  the  U.S. 
average  for  domestic  flights,  28%  above  for 
foreign  flights. 

6.  Home  Improvements.  In  1975  the  West's  average 
expenditure  was  21%  above  the  nation's. 

7.  Housing  Starts  in  the  West  are  projected  to 
increase  at  a  rate  22%  above  the  nation's. 

8.  The  West  isn't  always  highest.  In  television 
watching,  its  ratings  are  often  lower  than  the 
national  average. 


There's  also  an  'Inner  market"  in  the 
West.  Sunset's. 

The  Sunset  Market  is  3,100,000  adult  men  and  women 
readers.  Affluent,  active,  opinion  leaders,  prime 
consumers,  pacesetters.  Some  of  the  evidence: 

1.  Their  median  household  income  exceeds  the 
West's  high  level  by  31%. 

2.  Their  home  improvement  activities  exceed  the 
Western  average  by  62%. 

3.  Their  incidence  of  travel  on  scheduled  airlines 
is  more  than  50%  above  the  Western  average. 

4.  Their  incidence  of  active  passport  ownership 
is  87%  above  the  Western  average. 

5.  In  two-car  ownership  they  exceed  the  Western 
average  by  35%.  In  three-car  ownership,  46%. 

6.  Their  ownership  of  second  homes  is  67%  above 
the  Western  average,  73%  above  the  U.S.  average. 

7.  They  purchase  dishwashers  at  a  rate  84%  above 
the  Western  average.  Microwave  ovens,  80%. 
Frozen  prepared  vegetables,  33%.  Credit  card 
ownership,  29%.  Living  room  furniture,  47%. 
Lawn  and  porch  furniture,  136%. 

What  the  West  offers  the  marketer  is  the  richest, 
fastest-action  market  in  America.  What  Sunset  offers 
is  the  paragon  sector  of  that  Western  market. 

Evidence  of  Sunset's  impact 
on  the  West. 

1.  Hard-nosed  proof  of  reader  involvement  comes 
from  unbiased  researchers.  Starch.  Target  Croup 
Index.  Behavior  Science  Corporation.  Home  Test- 
ing Institute.  BRI  Reader  Action  Report.  Wesley's 
Galvanic  Skin  Response. 
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2.  Sunset's  circulation  has  outstripped  the  West's 
population  growth  rate  by  a  ratio  of  four-to-one 
for  a  10-year  period.  And  the  increases  continue 
despite  a  doubling  of  subscription  prices  in  the 
past  IVi  years. 

3.  Advertising  linage  already  committed  to  Sunset, 
reflecting  a  steady  inflow  of  both  new  and  repeat 
advertisers,  is  up  21%  over  the  same  period  a 
year  ago. 

How  can  Sunset  help  you? 

You'd  logically  expect  us  to  say,  "By  carrying  your 
advertising''  And  we  could.  But  there  are  other  ways, 
too.  If,  for  example,  you  have  questions  on  any  aspect 
of  marketing  in  Western  America,  drop  a  note  to 
Dick  Bristol,  our  Advertising  Sales  Director.  Out  of 
a  rich  and  voluminous  experience,  we  may  have  some 
helpful  insights. 

We'll  also  be  glad  to  put  you  on  our  mailing  list 
for  Sunset's  bi-monthly  marketing  NEWSLETTER. 
Gratis. 


There's  more  to  Sunset  than  Sunset  Magazine. 
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Sunset  Special  Interest  Magazines  are  na- 
tional and  carry  advertising.  1976  ad  linage 
is  up  34%.  A  new  edition  of  Ideas  For  Im- 
proving Your  Home  is  now  on  the  news- 
stands. Christmas  Ideas  and  Answers  will 
be  released  shortly.  The  initial  issue  of 
Joy  of  Gardening  was  so  popular  that  two 
editions  will  be  published  next  year.  A  new 
Western  Campsites  comes  off  press  Feb- 
ruary 1 . 

Sunset  Books  are  sold  worldwide.  Over 
60  million  volumes  to  date.  Annual  sales 


have  tripled  in  the  last  6  years.  125  titles 
currently  in  distribution,  including  12  in 
Japanese. 

Sunset  Films  has  produced  many  films 
for  major  corporations  such  as  Chevrolet, 
Diamond  International,  Beringer  Wines, 
and  Westours.  Taking  advantage  of  Sunset 
research  and  expertise,  they  have  garnered 
large  TV,  business,  and  educational  au- 
diences, and  many  awards.  If  we  can  help 
you  with  film  needs,  contact  Tom  Ohiiger, 
Sunset  Films,  Menio  Park,  CA  94025. 


Sources:  Business  International,  U.S.  State  Department,  U.S.  Department  of  Commerce. 
NAHB.  Target  Croup  Index,  Sunset  Research  Department,  Automotive  News 
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Headquarters,  Lane  Publishing  Co.,  Menlo  Park,  California  94025 
Visitors  are  welcome  every  weekday  (except  holidays)  from  10:30  to  3:00 


The  Other  License  To  Print  Money 

Compared  with  TV,  radio  is  a  cottage  industry. 
It  supports  a  lot  of  stately  homes,  though. 

By  HOWARD  RUDNITSKY 

The  venerable  S.J.  Perelman  effed 
the  ineffably  posh  pleasure  of  for- 
eign travel  in  these  terms:  "I  would 
rather  walk  down  Ice  House  Street  in 
Hong  Kong  wearing  a  white  suit— 
than  own  the  Chevrolet  franchise  in 
Sheboygan,  Wisconsin."  It  is  just  pos- 
sible that,  had  he  known,  Perelman 
might  have  traded  in  his  white  suit 
for  a  bratwurst  and  a  chance  to  own 
the  radio  station  in  Sheboygan. 

The  national  glamour  days— the 
memorable  Jack  Benny  Show,  Major 
Bowes'  Amateur  Hour,  Fibber  Mc- 
Gee  and  Molly  and  Amos  'n  Andy 
and  fireside  speeches  from  the  White 
House  with  the  whole  family  gathered 
round— have  passed.  The  profitability 
lingers  on.  With  that  profitability  goes 
a  kind  of  low-level,  low-pressure  glam- 
our or  anonymity— the  choice  is  yours, 
it  comes  with  the  license— which 
makes  the  job  of  radio  station  pro- 
prietor one  of  the  pleasantest  com- 
mercial backwaters  in  America.  In 
tirms  of  the  ratio  between  status, 
profits  and  comfort,  the  radio  station 
owner  in  a  good-sized  or  small  town 
probably  comes  in  well  ahead  of  the 
Chevrolet,  or  even  the  Cadillac,  deal- 
er these  days. 

A  TV  station  is  an  aristocrat  among 
broadcast  properties.  It  can  easily  sell 
for  $3  million  to  $4  million.  Equipment 
expenditures  are  heavy— and  profits 
correspondingly  large.  The  late  Lord 
Thomson  of  Fleet  used  to  liken  his 
TV  outlets  to  "a  license  to  print  mon- 
ey." But  there  is  something  highfa- 
lutin'  about  the  tube.  When  the  press 
lord  would  relax,  it  was  to  "my  fa- 
vorite music  .  .  .  radio  commercials 
at  $10  a  whack." 

Radio  is  still  a  democrat,  though 
the  price  of  a  whack  has  risen  con- 
siderably from  the  $10  days.  Sure, 
when  you  fly  off  to  the  annual  con- 
vention of  the  National  Association  of 
Broadcasters,  you  can  hope  to  rub  el- 
bows with  some  pretty  fancy  folk: 
Lady  Bird  Johnson,  Merv  Griffin, 
Gene  Autry,  Lowell  Thomas,  Danny 
Kaye  and  William  F.  Buckley  all  own 
stations.  The  point  is  that  you  can  still 
get  in.  Radio  is  an  easy-entry  business. 

That's  one  reason  the  radio  net- 
works aren't  as  dominating  or  prof- 
itable as  TV.  In  1974  the  network 
operations  of  four  national  radio  net- 
works lost  money  as  a  group  and  were 
about  breakeven  in  1975.  Their  owned 
and  operated  stations  (18),  however, 


do  make  money,  $8  million  in  1974 
and  possibly  a  bit  more  in  1975. 

Something  between  $50,000  and 
$70,000  in  working  capital  can  get  an 
AM  or  an  FM  station  on  the  air.  You 
can  expect  to  gross  over  $100,000  the 
first  year  in  a  large  market,  according 
to  Ron  Irion  of  the  National  Associa- 
tion of  Broadcasters.  If  you  can  build 
revenues  after  that,  it's  gravy,  he  says. 
The  profits  should  roll  in. 

Or  you  can  buy  an  existing  station. 
Good  properties  change  hands  regu- 
larly for  around  $500,000  and  re- 
quire minimal  operating  capital.  The 
returns  on  investment  can  be  star- 
tling, as  much  as  50%  annually  and 
beyond  on  some  highly  valuable 
properties. 

The  Seller  Is  The  Banker 

There  is  another  point  in  radio's 
favor.  Of  172  stations  that  changed 
hands  last  year,  the  average  ratio  of 
long-term  debt  to  equity  ran  10-to-l. 
Even  the  larger  stations,  more  con- 
servatively financed,  change  hands  at 
4-to-l  debt-to-equity  ratios. 

Which  means  you  won't  spend  your 
time  hanging  around  bank  lobbies 
waiting  to  talk  to  loan  officers:  Fre- 
quendy  such  leverage  makes  them 
too  nervous.  More  often  it  is  the  seller 
who  arranges  financing  for  the  typi- 
cal station's  sale;  he  takes  a  note  for 
ten  or  15  years  and  gets  a  decent 
interest  rate  of  7%  or  8%.  If  the  new 
owner  can't  or  won't  pay  off  his  loan, 
the  noteholder  can  take  the  station 
back  or  force  a  resell.  Without  direct- 
seller  financing,  many  radio  sales 
would  never  take  place  because  bank- 
ers find  there  isn't  enough  asset  col- 
lateral in  radio  stations. 

Once  in,  the  fun  begins.  There  are 
high  interest  charges,  sure,  but  they 
are  deductible.  There  is  the  physical 
plant,  items  like  transmitters  that  can 
be  written  off  in  as  little  as  seven 
years.  There  are  all  those  ownership 
expenses,  too:  your  salary,  your  air- 
plane,  entertaining  customers.   What 


do  they  add  up  to?  As  little  reported 
earnings  as  possible.  In  fact,  for  many 
years  a  major  attraction  of  radio  to 
sports  personalities  and  entertainers 
was  as  a  tax  shelter;  but  the  rules 
have  been  stiffening  since  the  1960s. 
Basically,  today  they  buy  in  as  an 
investment. 

Still,  radio  amounts  to  one  beauti- 
ful way  to  build  a  personal  balance 
sheet.  It's  cash  flow  that  determines 
the  potential  sales  value  of  a  radio 
property  and  not  net  income.  So  radio 
stations  frequently  sell  for  a  multiple 
of  seven  to  ten  times  cash  flow.  How 
do  you  figure  it?  It's  simply  income 
after  "conventional"  operating  ex- 
penses, but  before  depreciation,  debt 
amortization,  interest  and  taxes.  And 
what  exactly  does  "conventional" 
mean?  As  Broadcast  Investor,  a  trade 
publication,  puts  it:  "If  the  owner  of  a 
station  was  taking  an  extra  $5,000 
for  his  private  airplane,  that's  cash 
flow."  (The  Federal  Communications 
Commission  figures  some  $97  million 
of  broadcast  expenses  were  paid  to 
owners  in  salaries,  rents  and  the  like. ) 
A  would-be  buyer,  sizing  up  a  proper- 
ty, figures  on  only  enough  manage- 
ment salary  to  run  the  station,  says 
the  magazine.  "Officer  salaries  above 
that  level  are  included  in  cash  flow." 

Beginning  to  get  the  picture?  Very 
little  front  money.  Friendly  debt.  No 
inventories.  Few  union  problems,  at 
least  outside  the  big  cities.  No  weath- 
er to  worry  about.  No  suppliers.  No 
construction  schedules.  Clean.  Simple. 
Pleasurable. 

The  Feds?  "If  you  haven't  killed 
anybody  lately,  and  if  you're  not  a 
member  of  the  Communist  party,  you 
can  get  a  license  from  the  FCC," 
says  one  broadcaster.  After  that,  it's 
a  matter  of  following  some  basic  rules 
of  the  road.  To  lose  a  liccn.se?  One 
was  jerked  recently  when  an  owner 
staged  grandiose  "treasure  hunts"— 
and     delil)erately      bamboozled      the 
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treasure-hunters     about    the    where- 
abouts of  the  swag. 

Given  the  leverage  in  station  op- 
eration, it  pays  to  pay  well  for  the 
type  of  talent  that  will  bring  in  extra 
listeners— and  extra  advertising  dol- 
lars. Thus,  it  isn't  only  station  owners 
who  prosper.  In  a  market  like  Chi- 
cago, disc  jockeys  in  the  key  morning 
hours  probably  make  $40,000  at  each 
of  the  top  eight  stations,  one  o\vner 
figures.  The  top  jock  at  WGN,  Wally 
Phillips,  probably  makes  close  to 
$300,000.  Even  at  union  scale,  a  disc 
jockey  makes  between  $20,000  and 
$27,000  in  top  markets. 

Programmers  are  often  a  key  to  suc- 
cess in  a  competitive  market,  and  a 
good  man  commands  up  to  $50,000 
and  more.  Raiding  for  talent  is  not 
_  uncommon.  Another  key  employee  is 
p*'  the  sales  rep;  after  all,  he  is  the  inan 
who  goes  out  wdth  the  rate  card  and 
returns  with  the  station's  lifeblood. 

Advertising  works  this  way.  Much 
revenue  is  placed  by  agencies  who 
put  national  and  regional  advertise- 
ments in  local  markets.  (The  agencies 
rely  on  the  rating  services— Arbitron  is 
the  biggest— to  tell  them  where  to 
buy  air  time.)  So,  with  a  good  prop- 
erty, national  and  regional  advertis- 
ing can  cover  a  good  part  of  the  fixed 
cost  of  running  the  station.  Therefore, 
much  of  what  the  station  ad  rep 
brings  in  is  often  gravy.  Deduct  a 
15%  commission,  and  65%  to  75%  of 
many  of  those  local  ad  dollars  can 
come  straight  dovm  to  profits.  Thus 
owners  take  pains  to  keep  salesmen 
happy  and  working;  even  in  small 
i  markets,  they  can  make  up  to  $25,000. 
I  And  how  many  people  have  a  chance 
1         to  make  that  in  a  small  tovm? 


All  of  which  goes  to  show  why  a 
three-year  profit  pinch  in  radio,  now 
ending,  has  failed  to  significantly 
drive  up  the  national  suicide  rate 
among  station  owners.  According  to  a 
FCC      tabulation,       1,485      stations 

showed  losses  that  added 

up  to  $72  million  in  1974 
—a  genuinely  bad  year. 
But  an  FCC  report  figures 
that  if  you  squeezed  the 
water  out  of  the  operating 
expenses  of  those  losers, 
about  two-thirds  would 
not  have  reported  a  loss. 
And  some  3,000  other  sta- 
tions managed  to  report 
a  profit.  There  weren't 
many  radio  failures.  Says  one  radio 
executive:  "A  station  normally  isn't 
the  kind  of  business  that  goes  under. 
It  just  flottnders  under  poor  manage- 
ment until  a  better  management 
comes  along  and  turns  it  around  into 
a  moneymaker." 

There  are  plenty  of  red-dirt  farms 
in  radio:  weak  signals,  small  shares 
of  very  dense,  competitive  markets 
and  seasonal  operations.  There  is 
such  a  thing  as  a  radio  owner  with 
a  frayed  collar.  But  even  then,  it  is 
possible  to  sell  out;  a  vigorous  club 
of  station  brokers,  always  on  the  look- 
out for  a  possible  deal,  sees  to  that. 
Radio  detractors  periodically  pre- 
dict its  demise.  Once  TV  would  do  it 
in.  The  latest  apparent  threat:  citizens 
band  radio.  If  people  play  with  CB, 
they'll  listen  less  to  the  sponsor's  mes- 
sage. Car  listening  is  a  key  ad  outlet 
for  radio.  ScoflF  radio  men,  "It's  a  big 


fad  and  it'll  die  down  in  a  few  years. 
Besides  they'll  listen  to  the  radio,  too." 

But  for  now,  therefore,  there  is 
growing  action  in  the  market  for  sta- 
tions. Not  just  the  boom  in  FM  sta- 
tions (Forbes,  May  J),  but  AM,  too. 
Analysts  say  that  1976  is  shaping  up 
to  become  the  biggest  jump  in  ad  rev- 
enues in  25  years.  Miles  David,  head 
of  the  Radio  Advertising  Bureau, 
thinks  that  with  TV  time  being  nearly 
sold  out,  "radio  would  show  a  20%  in- 
crease, to  around  $2.4  billion."  (That's 
almost  in  line  with  what  the  TV  men 
hope  for:  a  25%  jump,  to  $6.6  billion.) 
And  that  could  mean  a  record  year 
for  profits  too. 

While  a  station  owner  can,  if  he 
wants,  be  a  land  of  coupon-clipper, 
the  business  is  in  some  ways  one  of 
the  last  frontiers  of  old-time  entre- 
preneurial gunslinging.  It's  a  business 
that  doesn't  require  a  great  deal  of 
capital  and  where  good  management, 
sharp  programming  and  promotional 
hype  can  quickly  turn  a  mediocre 
property  into  a  very  profitable  one. 

But  warns  Lester  M.  Smith,  40- 
year  radio  veteran  and  part  owTier 
with  actor  Danny  Kaye  of  nine  radio 
stations,  "There  have  been  lots  of 
tough  years  for  radio.  Don't  think  that 
anyone  can  just  walk  in  now  and  pay 
any  price  for  a  station  and  make  a 
lot  of  money.  Prices  have  been  bid 
up  sharply  in  the  last  two  years." 

Still,  he  says,  it  can  be  a  very  nice 
life,  "if  you  know  what  you're  doing 
and  are  willing  to  work." 

Interested?  Here  are  five  men  who 
found  out  for  themselves: 


The  Yodeling  Cowboy 
Bought  The  Mike,  i 
Then  The  Ranch 


Gene  Autry  had  learned  telegraphy, 
become  a  CPA  through  a  correspon- 
dence course  and  put  in  about  five 
years  as  a  station  agent  for  the  "Frisco 
railroad."  Then  Will  Rogers  heard 
him  plunking  his  guitar  one  night 
while  waiting  for  a  train  and  per- 
suaded him  to  become  "Oklahoma's 
yodeling  cowboy"  on  station  KVOO 
in  Tulsa.  That  was  in  the  1930s. 

Within  a  few  years,  Autry  was  one 
of  the  best-paid  entertainers  in  the 
world,  earning  between  $500,000  and 
$750,000  a  year.  His  Melody  Ranch 
radio  show  ran  for  18  years  on  CBS 
under  a  single  sponsor— Wrigley's 
Doublemint  gum.  His  popular  low- 
budget  movies  all  made  him  money 
too.  But  during  World  War  II— earn- 
ing $135  a  month  as  an  Air  Force 
technical  sergeant— he  got  to  thinking 
about  his  future.  The  result:  The  sing- 


Gene  Autry 
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lu'i  lOW'Loy  IS  now  running  a  $40- 
lailjiou  company— and  singing  all  the 
•\  ay  to  the  bank. 

In  1952  AutT)'  formed  Golden 
West  Broadcasters  and  bought  radio 
station  KM  PC  in  Los  Angeles.  Every- 
body else  was  convinced  TV  was 
about  to  blow  radio  out  of  the  water. 
Autiy  promptly  turned  his  property 
into  one  of  the  most  profitable  in  the 
market,    parlayed    three    more    radio 


outlets  into  a  successful  bid  on  KTLA, 
a  big  Los  Angeles  independent  TV 
station.  Today,  the  radio  stations  are 
probably  worth  $25  milUon,  and  the 
TV  station  another  $25  million.  Along 
the  way,  he  picked  up  a  baseball 
club  (the  California  Angels),  a  cattle 
ranch  and  several  hotels  (one  in  Palm 
Springs  is  now  named  after  him). 

Unlike    other   celebrities— like    Bob 
Hope,  Danny  Kaye  and  Merv  Grjffin 


—who  have  owned  radio  stations  but 
depended  on  professional  managers 
to  run  them,  Autry  is  a  full-time  chief 
executive— 11  a.m.  to  5  p.m.  He  fig- 
ures he  pays  some  ten  people 
$100,000  or  more  each  for  help.  But 
the  broadcasting  business  is  like  that. 
"If  a  man  does  his  job  well,  he  is 
going  to  bring  that  money  back  to 
you,  ■  so  you  can  afford  to  pay  him 
*  well,"  says  Autry. 


Find  A  Wife  Who  Has  A  Masters  In  Radio  . .  . 


Grins  the  expansive  Curt  Gowdy, 
who  broadcast  Boston  Red  Sox  games 
from  the  days  of  Ted  WUhams  on, 
"Why  did  I  choose  radio?  It  occxured 
to  me  that  my  sportscasting  career 
couldn't  last  forever.  I  saw  lots  of 
sports  figures  and  celebrities  invest- 
ing in  fields  they  knew  nothing  about, 
like  restaurants  and  real  estate.  I 
wanted  something  I  understood." 
From  his  first  job  in  a  radio  station 
after  service  in  the  Air  Force,  the  57- 
year-old  sportscaster  studied.  He  mar- 
ried well,  too. 

Gowdy  had  majored  in  business  ad- 
ministration (statistics)  at  the  Univer- 
sity of  Wyoming.  His  wdfe,  Jerre,  had 
a  masters  degree  in  radio  communi- 
cations. They  bought  their  first  station 
in  1963— WCCM  in  Lawrence,  Mass., 
not  far  from  where  Gowdy  worked 
afternoons  broadcasting  games.  He 
kept  on  working,  prospecting  on  the 
side:  He  picked  up  one  financially 
troubled    station    in    Wyoming   for    a 


song,  another  in  New  Hampshire,  and 
finally  in  1975  plunked  down  $1.5 
million  in  cash  for  a  100,000-watt  sta- 
tion in  West  Palm  Beach,  Fla.  "The 
Palm  Beach  deal  was  so  big,  I  decid- 
ed to  take  in  a  partner,  Milo  Pike, 
the  New  Hampshire  paving  contrac- 
tor. I  do  all  the  managing,  but  we 
oviTi  it  50-50."  The  seller:  John  Mac- 
Arthur,  who  runs  Bankers  Life  &  Ca- 
sualty. He  was  impressed  that  a  pro- 
spective buyer  volunteered  to  travel 
and  meet  him  face  to  face. 

Jerre  Gowdy  takes  an  active  part 
in  the  radio  chain;  Curt  continues  to 
broadcast  sports  for  ABC  and  NBC— 
and  is  host  of  ABC's  American  Sports- 
man and  PBS's  The  Way  It  Was.  A 
financially  conservative  Gowdy  says, 
"All  my  other  station  debts  are  paid 
off  and  the  way  things  are  going  in 
Palm  Beach,  it  won't  be  too  long  be- 
fore that's  paid  for."  Revenues  on  his 
stations  were  $2.5  million  last  year; 
they  should  be  up  smartly  this  year. 


Curt  Gowdy 


"Milo  is  so  pleased,  he  wants  to  buy 
more  radio  stations.  .  .  ."  Can  you 
blame  him? 


Better  Than  The  FBI 


John  Johnson 


JoiiN  G.  Johnson  found  J.  Edgar 
Hoover  too  tough  a  boss.  Too  much 
travel.  So  after  World  War  II,  the 
North  Carolina  native  threw  over  a 
promising  career  as  one  of  the  Fed- 
eral Bureau  of  Investigation's  higher 
paid  agents  and  consulted  a  friend 
who  oviTied  a  radio  station  in  Wins- 
ton-Salem, N.C.  Law  wasn't  for  him, 
he  said;  what  looked  promising?  Re- 
plied his  pal,  Gordon  Gray,  "Why  not 
look  into  radio?  Another  station  could 
make  it  in  this  towTi.  .  .  ."  "So  I  got 
together  with  a  few  friends  and  we 
applied  for  a  license  on  frequency 
710,  operating  in  the  daytime  only. 
We  got  it,  and  I  was  in  the  radio 
business,"  says  Johnson. 

He  is  still  with  the  business  at  age 
60.  In  the  early  1950s,  he  took  in 
five  additional  stockholders  and  that 
gave  him  total  equity  capital  of  about 
$450,000.  That's  all  the  money  they 
ever  put  in.  Today  Southern  Broad- 
casting does  close  to  $20  million  in 
revenues,  the  majority  of  it  coming 
from    12   radio    stations    that    stretch 


from  Virginia  to  Phoenix.  "To  think," 
says  Johnson  with  a  sense  of  genuine 
wonderment,  "that  when  we  first 
started  out,  I  went  to  my  competitor 
and  asked  him  to  help  me  make  up 
my  rate  card." 

Johnson  learned  his  radio  fast,  but 
an  early  flirtation  with  TV  nearly  did 
him  in.  Southeni  took  a  flyer  in  1953 
into  ultrahigh-frequency  (UHF)  TV. 
"It  dam  near  pashed  us  into  insol- 
vency. We  were  way  too  early.  You 
needed  converters  to  receive.  We 
wound  up  losing  about  $300,000  a 
year  in  three  years,  and  finally  shut 
the  station  down." 

Ironically,  it  was  TV  that  bailed 
Johnson  out.  An  investment  banker 
friend  had  located  a  failing  TV  sta- 
tion in  Puerto  Rico,  of  all  places. 
Southern  bought  80%,  doubled  the 
number  of  TV  owners  on  the  island, 
and  three  years  later  sold  out  to 
Screen  Gems  for  more  than  $l-milli()n 
profit.  That  more  than  made  up  for 
the  UHF  losses,  and  provided  a  sur- 
plus for  the  first  time  for  beginning 
the  leverage  game  in  radio. 

Since  then  Johnson  and  his  cohorts 
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Natural  Gas  provides 

the  largest  share  of  energy 

for  ^erica's  industry. 


If  America  wants  to  keep  her 
workers  working,  she  has  to  get 
more  gas.  Natural  gas  supplies  far 
more  energy  to  our  plants  and  fac- 
tories than  c'oal,  oil  or  electricity. 

There's  no  alternative 
to  natural  gas. 

No  other  energy  is  available  in 
large  enough  quantities  to  do  all 
the  jobs  gas  does.  Gas  is  our 
single  largest  domestic  energy 
source.  If  it  stopped  coming, 


America  would  have  a  huge 
energy  gap— and  no  way  to  fill  it. 

The  gas  Is  there.  America 
must  act  to  get  it. 

Although  our  country  has  a 
critical  gas  shortage  right  now, 
there  are  enough  potential  natural 
gas  resources  to  last  us  well  into 
the  twenty-first  century,  if  they  can 
be  developed.  The  gas  industry  is 
ready  to  invest  additional  billions 
to  develop  them.  But  many  of  these 


projects  wait  on  the  tough  energy 
decisions  America  must  make. 
These  include  leasing  of  offshore 
drilling  sites,  the  development  of 
Arctic  gas  supplies,  new  projects 
in  coal  gasification. 

Action  is  urgently  needed  on  all 
these  fronts  so  we  can  keep 
America  supplied  with  gas. 

Use  gas  wisely.  It's  clean 
energy  for  today^  M 


and  tomorrow.  IMfiiAf'^^^'^ 


I  Association 


luivv  Luiigiit  several  TV  stations  and 
then  sold  them  at  a  big  profit.  Right 
now  they  find  radio  to  be  somewhat 
more  attractive  an  investment  and 
have  only  one  TV  station. 


Admittedly,  Johnson  was  in  the 
right  place— the  Sun  Belt— at  the  right 
time.  His  FBI  credentials  can't  have 
hurt;  radio,  after  all,  is  a  meeting- 
people   business.    But    radio   did   the 


rest.  "Our  operating  margins  on  some 
properties  run  from  25%  to  35%.  How 
many  other  businesses  do  you  know 
with  those  kinds  of  margins?" 
Verv  few. 


His  Picture  On  Tiie  Postcards  •  •  • 


Donald  Jones 


Donald  C.  Jones  won  an  award  as 
a  radio  newsman  his  first  year  out  of 
college,  at  22  years  old.  Then  he 
switched  over  and  began  selling  ad- 
vertising for  the  tiny  station  in  Litch- 
field, 111.  (236  miles  south  of  Chica- 
go). His  first  year  at  that,  he  earned 
$18,000-age  24.  "That's  when  I  de- 
cided to  own  a  radio  station,"  he  re- 
members. With  the  help  of  a  broker, 
he  found  WTIM,  "practically  in  my 
own  backyard,"  some  30  miles  away. 
Jones's  family  mortgaged  their  assets 
and  came  up  with  $16,000.  It  wasn't 


enough,  so  the  voluble  Jones  talked 
ten    townspeople    into    backing  ,  him.  * 
Jones  closed  the  deal  for  the  $250,000 
station  only  a  few  months  later  and 
by  the  time  he  was  25  years  old. 

WTIM  had  been  a  marginal  opera- 
tion. Don  Jones  doubled  revenues  in 
five  years,  sent  operating  profits  soar- 
ing, but  netted  out  in  the  red  (Jones's 
stations  will  report  their  first  bottom- 
line  black  ink  this  year).  The  turn- 
around facilitated  a  buying  spree,  as 
Jones  borrowed  heavily  against  his 
balance  sheet  to  acquire  11  small  sta- 
tions in  five  states. 

"Often  a  seller  didn't  want  more 
than  29%  for  a  down  payment.  The 
reason  was  that  30%  makes  it  a  cash 
transaction,  and  keeping  it  an  install- 
ment purchase  has  big  tax  advantages. 
The  motivation  of  the  seller  has  prac- 
tically everything  to  do  with  the  fi- 
nancing technique  that's  used.  It  has 
almost  nothing  to  do  with  the  quali- 
fications or  the  interests  of  the  buyer. 
All  I  had  to  figure  out  was  whether  it 
was  worthwhile  to  me."  When 
Jones  picked  up  a  free  UHF  TV  li- 
cense along  with  a  radio  property,  he 
considered  the  matter,  figured  there 
was  no  way  the  area  could  support 
a  TV  station— and  mailed  the  license 


baclc  to  Washington. 

Jones  is  now  32.  He  employs  85 
full-time  people.  Hs  drives  a  motor- 
cycle to  work  on  nice  days  from  his 
spacious  house  in  Fond  du  Lac,  Wis., 
where  his  flagship  station  is  located 
{Fabulous  Fond  du  Lac,  he  calls  it.) 
He  hands  out  postcards  with  pictures 
of  himself  holding  a  transistor  radio 
to  his  ear,  grinning. 

Despite  his  first  sale  of  a  station 
just  this  year  (a  $484,000  retiurn 
over  the  next  ten  years  on  an  ini- 
tial equity  investment  of  $70,000) 
his  radio  chain  should  still  turn  in 
$1.7  million  in  revenues,  with  a  net 
profit  of  $200,000  and  an  operating 
profit— the  more  important  figure— of 
almost  half  a  million  dollars.  Jones  sees 
himself  as  having  got  in  on  the  ground 
floor  of  a  maturing  business.  "When  I 
started  in  1969,  you  could  finance  a 
radio  property  out  in  seven  years.  To- 
day it's  more  Hke  ten  or  12  years.  And 
in  the  next  decade,  it  could  go  to 
15  or  20  years.  If  it  does,  it  won't  be 
worth  the  risk;  you  might  as  well  go 
out  and  buy  a  bond  or  take  a  mort- 
gage, with  no  work  and  little  risk.  But 
now— I  wouldn't  change  it  for  any- 
thing. Radio  is  a  great  opportunity  and 
a  vei"v  creative  business." 


Away 


Whe.v  everything  else  went  sour  for 
George  Gillett  of  Globe  Broadcasting, 
radio  saved  him.  Gillett,  37,  is  a  for- 
mer McKinsey  &  Co.  management  con- 
sultant. After  a  fling  trying  to  promote 
the  Miami  Dolphins  football  club,  the 
promoter  put  together  a  syndicate  of 
backers  to  buy  the  Harlem  Globetrot- 
ters from  the  estate  of  Abe  Saper- 
stein.  In  the  heavily  leveraged  $3.7- 
miUion  deal,  Gillett  and  two  partners 
put  up  only  $1,000  of  their  own  mon- 
ey, and  Gillett  got  25%  of  the  equity. 
It  was  a  lovely  deal,  but  terribly  de- 
pendent on  a  single  property.  Gillett 
diversified  while  he  was  ahead.  Re- 
members he:  "We  looked  around  and 
discovered  radio."  He  dubbed  his 
company  Globetrotter  Communica- 
tions (later  Globe  Broadcasting). 

First  purchase,  WVON  (Voice  of 
the  Negro)  in  Chicago.  Second  pur- 
chase; trouble.  Globe  put  together  a 
deal  with  fancy  accounting  to  ac- 
quire  WIXY    and   WDOK-FM,    t%vo 


stockholder-owned  stations  in  Cleve- 
land. The  Securities  &  Exchange  Com- 
mission passed  the  deal  eventually, 
but  banned  the  accounting  trick  in 
the  future. 

Nevertheless,  Globe  went  public  at 
$13  a  share  in  1971,  was  selling  for 
$20  a  share  by  late  1972.  The  initial 
$1,000  investment  had  a  market  val- 
ue of  close  to  $7  million.  Piling  paper 
upon  paper,  Gillett  acquired  two 
more  radio  stations,  a  couple  of  boat 
franchises  and  a  golf  club  manufac- 
turer. Globe  Broadcasting  had  be- 
come a  "concept"  company,  a  lei- 
sure-time conglomerate.  It  had  also 
acquired  $20  million  in  debt. 

When  reality  caught  up  with  Gil- 
lett in  the  1975  recession,  the  concept 
collapsed  under  the  weight  of  declin- 
ing earnings  and  all  that  debt.  Gil- 
lett had  to  sell  the  Globetrotters  and 
dispose  of  nearly  everything  else.  All 
that  remains  of  Globe  today  are  five 
radio  stations. 

Globe  stock  now  sells  for  $2,50  a 
shyre,  less  than  book  \alue  of  the  sta- 


George  Gillett 


tions,  and  Gillett  groans:  "There  is  no 
point  in  being  independent  anymore." 
But  there  is  a  point  in  owning  radio 
stations;  Gillett's  present  17%  interest 
in  five  going  stations  ensures  him  a 
hand.some  salary  until  he  has  to  sell- 
and  then  a  nice  little  nest  egg.  Not 
at  all  bad  for  an  investnunt  of  Irss 
than  $1,000!  ■ 
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F6r  nearly  half  a  century,  Fiduciary  Trust 
Company  of  New  York  has  devoted  all  its  time, 
skills  and  energy  to  all  aspects  of  investment 
management.  Including  tax,  trust  and  estate 
matters  in  cooperation  with  your  family  attorney. 
Fiduciary  avoids  all  the  unrelated  activities 
traditionally  associated  with  commercial  banking. 
Fiduciary.  The  non-bank  bank. 


nOUCIRRY 

TRUST  COMPANY  OF  NEW  YORK 

The  non-bania  bait !»«' 

TWO  WORLD  TRADE  CENTER,  NY  10048 

TELEPHONE  (212)  466-4100 
EUROPEAN  Of FICES:  London/Geneva 
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Fiberglas  has  helped  rocket 

sales  of  surfboards  9^00  percent.  How  much 

would  it  boost  sales  of  your  product? 


For  centuries,  just  a  few  natives 
surfed.  By  1940,  only  1,000  people 
a  year  were  up  to  buying  (or  carrying) 
the  90- lb.  redwood  boards  being  sold. 
TTien  came  surfboards  made  with 
Fiberglas!  Smoother.  Brighter.  And 
under  15  pounds.  Presto!  Instant  fun. 
Instant  lifestyle.  Instant  sales— now 
coasting  at  100,000  boards  a  year. 

•T.M.  Reg.  O.-C.F.  for  reinforcements  for  plastics. 


Fibergias  reinforcement,  added  to 
plastic,  can  be  engineered  into  a 
materials  "system"  with  almost  any 
desired  characteristic. 

Products  like  room  air  condition- 
ers and  fishing  trawlers  benefit  from 
the    same   strength,   lightness,   and 
water  resistance  that  improved  surf- 
boards. Other  products  like  circuit 


ai 


breakers  and  oilfield  line  pipe 
better  because  they're  more  moldabl 
electrically  nonconductive,  more  i 
sistant  to  corrosion,  or  less  expensiv 
Would  a  Fiberglas  materials  s^ 
tem  make  your  product  better?  We' 
help  you  find  out.  Write  F.Y.  Meek 
Owens-Corning  Fiberglas  Corf 
Fiberglas  Tower,  Toledo,  Ohio  4365 


Owens-Corning  is  Fiberglas 


OWENS/CORNING 

FIBERGIAS 


The  Numbers  Game 


It's  Ethical, 
But  Is  It  Fair? 


By  JAMES  COOK 

The  mining  industry  drinks  capital 
like  a  thirsty  elephant.  That's  why 
almost  all  of  the  major  mining  com- 
panies have  gone  deeply  into  debt 
over  the  past  decade  and  so  are  now 
carrying  a  heavy  interest  burden. 

Poring  through  mining  company 
annual  reports  recently,  we  were 
struck  by  the  fact  that  Amax,  the 
Greenwich,  Conn. -headquartered  pro- 
ducer of  molybdenum,  coal,  nickel, 
copper  and  aluminum,  seemed  to  have 
a  relatively  small  interest  burden: 
$26.2  million.  Kennecott's  charges 
were  running  around  $38  million, 
Phelps  Dodge's  around  $37  million. 
Moreover,  Amax'  interest  charges  had 
increased  barely  1%  since  1971  (from 
$25.8  miUion),  while  its  competitors' 
had   gone   up    much   more    sharply. 

Is  Amax  more  conservative  than 
the  other  mining  companies? 

In  fact  it  is  not.  Amax'  relatively 
good  showing  is  a  product  of  account- 
ing philosophy  rather  than  of  fiscal 
conservatism.  However,  you  would 
have  to  go  to  the  footnotes  to  find 
this  out.  On  page  34  of  Amax'  1975 
annual  report  is  the  following  note: 
"Interest  on  project  and  general  bor- 
rowings appHcable  to  major  construe-^ 
tion  projects  is  capitalized  because  it 
is  a  significant  cost  of  these  projects 
and  subsequently  amortized  by 
charges  to  earnings  over  the  life  of 
the  project." 

Aha!  That  was  it.  Amax  had  not 
avoided  the  impact  of  high  interest 
costs.  Instead,  it  was  saying  that  some 
of  its  interest  payments  weren't  an  ex- 
pense; they  were  an  investment.  What 
Amax  is  doing  is  a  "generally  accept- 
ed" procedure  imder  present  account- 
ing rules,  but  it  is  quite  the  opposite 
of  conservative  and  reflects  to  a  degree 
on  the  "quality"  of  Amax'  earnings. 

We  read  on  in  the  annual  report. 
On  the  next  page  there  was  yet  an- 
other note.  It  showed  that  Amax  had 
actually  accrued  $53  million  in  in- 
terest last  j^ear-not  just  the  $26  mil- 
Hon  reported  in  the  Financial  Re- 
view. The  other  $27  million  ended 
up  as  an  asset  on  the  balance  sheet. 
Not  only  did  this  practice  increase 
Amax'  profits,  it  also  made  them  more 
stable;  its  earnings  would  have  de- 
clined 11%  last  year,  not  the  7%  it  re- 


To  judge  by 
its  income  statements, 
Amax'  interest  charges 
50    have  been  a  lot  more  stable 
than  those  of  some  other  big 
mining  companies. 


But  calculate   Amax' interest 
charges  as  the  others  do,  and 


the  picture  changes. 
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ported  if  Amax  had  not  been  able 
to  capitalize  much  interest  expense. 

Next  we  examined  Amax'  lOK,  the 
detailed  report  it  is  required  to  make 
every  year  to  the  Securities  &  Ex- 
change Commission.  There  we  discov- 
ered that,  far  from  remaining  relative- 
ly stable  over  the  past  five  years, 
Amax'  interest  accruals  had  actually 
grown  some  80%— from  $29.6  million 
in  1971  (of  which  $3.8  million  was 
capitalized)  to  $53.2  million  in  1975 
(of  which  nearly  half  was).  So  there 
was  the  diflFerence:  Amax  (like  Ana- 
conda, we  discovered)  capitalized  its 
interest  charges  related  to  new  con- 
struction, and  Phelps  Dodge,  Asarco 
and  Kennecott  did  not,  with  the  re- 
sult that,  relative  to  its  competition, 
Amax'  charges  were  understated. 

What  was  more  interesting,  how- 
ever: Capitahzation  of  interest,  the 
lOK  noted,  had  increased  Amax'  re- 
ported 1975  earnings  by  $14  million 
over  what  they  would  have  been  oth- 
erwise, contributing  slightly  more  than 
10%  of  Amax'  total  $134.4-million  net 
income.  The  conclusion  seems  equally 
obvious:  Relative  to  its  competitors, 
Amax'  reported  earnings  were  over- 
stated by  some  $14  million. 

This  is  a  sophisticated  difference 
but  an  important  one.  It  is  not  widely 
understood.  In  a  recent  article.  Busi- 
ness Week  praised  Amax  for  keeping 
its  interest  costs  vmder  control;  the 
reporter  had  not  delved  beneath  the 
surface  of  the  ten-year  summaries. 

As  we  said,  Amax  is  just  using  the 


flexibility  inherent  in  the  present  rules 
to  put  a  good  face  on  its  earnings.  It 
is  trying  to  insulate  them  from  the 
effects  of  its  huge  capital  budgets. 

But  ponder  this:  If  Amax'  construc- 
tion programs  were  to  end  and  it  no 
longer  had  any  construction-related  in- 
terest charges  to  capitalize,  its  earn- 
ings would  drop.  The  practice  helps 
earnings  during  an  expansion  phase, 
hurts  them  during  any  lull. 

While  pondering  all  this,  we  tele- 
phoned Amax'  auditor,  Ernest  Jan- 
son,  a  partner  of  Coopers  &  Lybrand. 
He  put  up  a  lively  defense.  "You've 
got  a  big  mining  project  costing  hun- 
dreds of  millions  of  dollars  and  taking 
maybe  three,  four,  five  years  to  get 
into  production,"  he  said,  "and  the  in- 
terest you  pay  on  the  money  you  bor- 
row to  build  such  a  project  is  as  much 
a  cost  of  the  project  as  the  materials 
and  supplies  that  go  into  it.  So  you 
ought  to  write  off  the  interest  over  the 
life  of  the  project  just  the  way  you 
write  off  anything  else." 

Amax  began  capitalizing  interest 
on  its  construction  projects  in  1971, 
Janson  went  on,  when  inflation  sent 
the  capital  costs  of  new  mining  pro- 
jects and  almost  anything  else  through 
the  roof.  "There  was  a  trend  toward 
capitalizing  interest  around  that 
time,"  Janson  says,  "because  the  im- 
pact of  charging  that  interest  cost  to 
expenses  was  much  more  severe  than 
it  should  have  been.  The  effect  was 
to  state  earnings  properly.  The  inter- 
est costs  associated  with  those  con- 
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struction  projects  have  nothing  to  do 
with  the  companies'  operations.  I 
think  that  corporations  that  don't  cap- 
itahze  are  understating  earnings." 

It's  certainly  an  arguable  point. 
You  can  just  as  convincingly  argue 
that  an  interest  cost  is  an  interest 
cost,  and,  unhke,  say,  brick  and  mor- 
tar and  machinery,  it  has  no  residual 
value.  It  is  money  gone,  paid  out, 
dissipated  into  the  air. 

The  concept  of  capitalizing  inter- 
est charged  to  construction  was  de- 
veloped in  the  utility  industry.  We 
had  our  doubts  about  the  procedure 
then  (Forbes,  Nov.  1,  1973),  and 
we're  still  naturally  inclined  to  be 
skeptical  of  any  accounting  change, 
however  well  rationalized,  that  turns 
costs  into  assets.  One  thing  has  a 
way  of  leading  into  another— in  the 
utility  industry  it  led  to  calculating 
a  return  on  the  equity  portion  of  new 
construction  as  well  and  then  capi- 
talizing that.  In  the  end,  nobody 
trusted  utility  earnings  any  longer. 

Ernest  Janson,  Amax  and  the  utili- 
ties are  hardly  alone.  Of  the  600 
companies  covered  in  the  American 
Institute  of  Certified  Public  Account- 
ants' annual  survey  of  accounting 
practices,  41  firms  now  capitalize  at 
least  some  of  their  interest  costs  as- 
sociated with  new  construction.  Most 
of  these  are  companies  in  capital-in- 
tensive industries  like  mining,  forest 
products  ( Weyerhaeuser,  Champion 
International)  or  oil  (Occidental  Pe- 
troleum). But  there  are  a  number  of 
retail  outfits  (J.C.  Penney,  Marcor, 
Sears)  and  consumer  goods  companies 
(Philip  Morris,  R.J.  Reynolds)  that 
capitalize  construction-related  interest 
because  they're  involved  in  businesses 
like  shipping  and  real  estate. 

The  Securities  &  Exchange  Com- 
mission is  sufficiently  suspicious  of  the 
practice,  however,  that  it  ruled  two 
years  ago  that  no  more  companies 
should  adopt  it,  pending  consideration 
by  the  Financial  Standards  Account-- 
ing  Board.  Part  of  the  SEC's  concern 
arises  from  the  possibility  of  distorting 
earnings,  and  part  arises  from  the 
problem  of  comparability.  How  can 
you  compare  earnings  of  companies 
that  capitalize  earnings  and  those 
that  don't?  (Sec  chart.) 

We're  not  knocking  Amax  for  trying 
to  cope  with  the  problems  of  inflated 
construction  costs  and  time  lags  in 
mining,  but  we  wonder:  Doesn't  this 
sort  of  thing  confu.se  the  small  inves- 
tor and  put  him  at  a  fiuthcr  di.-iad- 
vantage  vi.s-d-vis  the  more  .sophisti- 
cated professionals?  ■ 
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Julie  Gillespie^  sdiool  is  taking  the  dull 

out  oi  her  afbmioon. 


They  gave  Julie  and  her  classmates  a  good, , 
nourishing  hot  lunch.  Something  they  couldn't  do  a 
year  or  so  ago. 

Until  now  they  couldn't  afford  it.  Julie's  school 
district  hadn't  a  penny  to  spare.  (What  school  district 
does  these  days?) 

That's  where  Morton's,  the  frozen  food  people 
of  ITT,  helped  out.  With  a  lunch  program  perfect 
for  schools  like  Julie's. 

The  lunches  are  U.S.  Department  of  Agriculture 
approved  "Type  A"  lunches— tasty  and  wholesome. 


There's  enough  variety  to  serve  a  different  hot 
lunch  every  day  of  the  month. 

No  elaborate  kitchen  to  install— just  compact 
minikitchens  that  fit  almost  anywhere.  Even  in  a  closet. 

And  the  cost  of  Morton's  program  is  well  within 
most  school  budgets. 

All  of  which  leaves  Julie— and  her  school  — 
with  a  nice,  warm  feeling  inside. 

The  best  ideas  are  the    I  '  I  "  I' 
ideas  that  help  people.^.  J.  J- 


International  Telephone  and  Telegraph  Corporation.  320  Park  Avenue,  New  York,  N  Y  10022. 


Faces  Behind  the  Figures 


De-Activated  Activist 

A  NUMBER  of  key  Securities  &  Ex- 
change Commission  men  have  quit 
since  Roderick  Hills  took  over  as 
chairman,  including  Alan  Levenson, 
director  of  the  Division  of  Corpora- 
tion Finance,  and  Allan  Mostoff,  direc- 
tor of  the  Division  of  Investment  Man- 
agement—and now,  John  (Sandy) 
Burton,  the  chief  accountant. 

Few  tears  will  be  shed  by  U.S.  cor- 
porate executives  when  Burton  takes 
over  his  new  job  as  New  York  City's 
Deputy  Mayor  for  Finance.  It  was  ac- 
tivist Burton  who  authored  all  those 
irksome  new  disclosure  requirements. 

Was  it  friction  between  Hills  and 
Burton  that  caused  the  move?— Hills's 
opposition  to  several  of  the  SEC's  dis- 
closure requirements  is  well  knovvoi. 
Burton  puts  a  somewhat  better  face 
on  his  departure:  "There  just  wasn't 
much  more  that  would  happen  dur- 
ing the  next  18  months  until  the  Com- 
mission's study  on  the  long-range  re- 
quirement for  corporate  disclosure  is 
completed." 

Obviously  it  wasn't  the  money  that 
lured  Burton  away  from  the  SEC.  As 
Burton  himself  acknowledges,  the  in- 


crease from  $37,800  a  year  to  the 
Deputy  Mayor's  $50,900  isn't  very 
much  when  you  consider  state  and 
local   taxes    and   higher   hving   costs. 

Nor  is  the  move  likely  to  last  long. 
"A  year  and  a  half  at  most  is  what 
it'll  probably  be,"  says  Burton.  "After 
that,  I  don't  know.  I  guess  I'll  even- 
tually wind  up  back  at  Columbia  Uni- 
versity [where  he  taught  accounting]. 

"I  got  a  call  out  of  the  blue  from 
Ken  Axelson  [the  former  senior  vice 
president  of  finance  of  J.C.  Penney, 
who  is  now  returning  to  the  compa- 
ny]," Burton  explains.  "He  made  a 
strong  proposal  and  said  I  would  have 
the  opportunity  to  develop  a  modern 
financial  accounting  system  for  the 
largest  city  without  any  political  in- 
terference. Having  been  a  New  York- 
er for  many  years,  I  felt  I  could  con- 
tribute something." 

Ironically,  Sandy  Burton  is  going  to 
work  for  an  employer  who  itself  is  be- 
ing investigated  by  the  SEC  for  in- 
adequate disclosure  in  connection  with 
the  sale  of  New  York  City  securities— 
in  fact  one  of  the  more  notorious  re- 
cent cases  of  nondisclosure.  Presum- 
ably any  future  New  York  City  pros- 
pectives  will  be  impeccable.   ■ 


John  Burton 


You  Can^t  Keep  A  Good  •  •  •  Doi/vn 


Alexander  Guterma 


It's  16  years  since  Alexander  (Sandy) 
Guterma,  the  Siberian-born,  cigar- 
chomping  Guterma,  the  king  of  the 
manipulators,  was  front-page  news. 
Guterma's  speciality  was  milking  pub- 
licly owned  companies  like  F.L.  Ja- 
cobs, United  Dye  &  Chemical  and 
Bon  Ami  Co.  It  took  an  eight-week 
trial  to  unravel  how  he  siphoned  off 
hundreds  of  thousands  of  dollars  into 
his  own  pocket  through  a  maze  of 
Swiss  banks  and  Panamanian  holding 
companies.  Guterma  landed  a  four- 
year,  eleven-month  jail  term  for 
fraud  and  headed  into  obscurity. 
That  was  1960. 

This  month  Guterma,  now  61,  is 
back  in  the  news.  His  name  was 
linked  with  land  speculation  on  a 
Bahamian  island,  Great  Harbour  Cay, 
and  the  debts  of  publicly  owned 
United  Communities  Corp.,  a  Boca 
Raton,  Fla.  land  developer. 

In  the  late  1960s,  shortly  after  the 
expiration  of  the  five-year  court-or- 
dered injunction  against  any  cor- 
porate activity  slapped  on  him,  Guter- 
ma was  back  in  the  big  time.  He 
went  to  work  as  a  Florida  land  de- 
veloper. By  1971  Guterma  was  chief 
executive  of  United  Communities  and 


selling  land  from  his  family's  holdings 
to  the  company. 

Then  in  1973  Guterma  made  a 
curious  deal.  He  had  United  Com- 
munities buy  Great  Harbour  Cay,  a 
seven-mile  island  with  silver  beaches, 
marina,  airport  and  golf  course,  some 
160  miles  east  of  Miami.  The  seller 
was  Toronto-based  financier  Lou 
Chesler,  who  in  the  mid-1960s  helped 
develop  big-time  gambling  on  Grand 
Bahama  Island.  Chesler  claims  to 
friends  he  sank  close  to  $35  million 
into  the  Cay,  but  the  selling  price 
was  a  mere  $7  million,  with  $500,000 
in  cash,  the  rest  in  notes. 

Just  what  Guterma  and  Chesler 
were  doing  isn't  clear  even  now.  What 
is  clear  is  that  the  deal  was  a  bust 
for  United  Communities.  In  three 
years.  United  Communities  reported 
losses  of  almost  $20  million  and  its 
stock  is  selling  for  pennies. 

And  Sandy  Gutenna?  Claiming  ill- 
health,  he  suddenly  resigned  in  1975, 
but  not  before  the  SEC  began  litiga- 
tion against  United  Communities  for 
late  filing  of  corporate  reports,  a  fa- 
miliar Guterma  ploy. 

Meanwhile  Guterma  has  embarked 
on  a  new  career.  He  keeps  a  house  in 
Florida  but  spends  a  lot  of  time  min- 
ing coal  in  Kentucky.  Coal?  ■ 
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Crane's  Deming  pumps  at  work  for  Vought  Corporation. 


When  it  comes  to  beating  pollution. 
Crane  keeps  it  moving* 


When  Vought  Corporation  set  out  to  add  a  new 
$2.5  million  pollution  abatement  system  to  aug- 
ment its  existing  facility  in  Dallas,  Texas,  it  faced 
some  formidable  problems. 

Producing  aircraft  at  this  314-acre  manu- 
facturing complex  also  produces  a  multitude  of 
industrial  wastes:  oils,  paint  particles  and  thin- 
ners, photo  chemicals,  water-soluble  dyes,  salts 
and  chromic,  hydrochloric  and  sulphuric  acids,  to 
name  a  few.  To  collect  these  wastes,  transfer 
them  from  one  treatment  stage  to  the  next,  meter 
fluids  and  feed  chemicals  into  the  various  treat- 
ment stages  required  85  pumps. 


The  engineers  selected  Crane's  Deming 
pumps.  For  good  reason.  Within  the  broad  Deming 
line  were  the  different  types  of  pumps  needed  to 
meet  a  variety  of  critical  service  conditions. 

Today  this  new  pollution  system  is  handling 
two  million  gallons  a  day,  and  can  be  increased  to 
three  million  gallons  a  day  when  needed. 

Deming  pumps:  for  demanding  industrial 
and  municipal  jobs.  From  Crane,  leaders  in  prod- 
ucts and  technologies  essential  to  the  nation's 
energy  and  environmental  programs.  For  infor- 
mation contact:  Crane  Co.,  Dept.  AD,  300  Park 
Avenue,  New  York,  New  York  10022. 


CRANE 


Fluid  &  Pollution  Control 
Steel 

Building  Products 
^l^ce  &  Aircraft 


Faces  Behind  the  Figures 
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He  Kept 

His  Powder  Dry 

For  two  years,  1970  and  1971,  Sky- 
line Corp.  Chairman  Arthur  J.  Decio 
ran  one  of  the  most  profitable  major 
corporations  in  the  country  (as  well 
as  the  largest  mobile  home  builder). 
As  recently  as  early  1972  he  could 
claim  an  average  annual  earnings 
growth  rate  of  50.9%,  compared  with 
1.2%  for  the  industry  as  a  whole. 

Then  came  the  Arab  oil  embargo, 
the  housing  slump  and  price  controls. 
From  a  peak  of  $19.8  million  in  1972, 
Skyline's  earnings  were  slashed  to  just 
$2.8  million  in  1975.  The  stock,  which 
had  soared  to  74,  nosedived  to  9  with- 
in a  year,  as  institutions  stampeded 
for  the  exit,  trampling  $700  million 
in  market  value  in  the  process. 

No  stockholder  felt  the  pain  more 
keenly  than  Art  Decio,  who  personal- 
ly owns  some  15%  of  the  stock.  But 
Decio  is  also  long  on  faith:  "This  is 
a  great  country  and  a  great  industry," 
said  he. 

Now  he  feels  vindicated.  Fiscal 
1976,  he  claims,  was  "the  year  we 
put  it  back  together"  as  earnings  at 
year-end,  May  31,  more  than  doubled, 
to    $6.8   million    on    a   37%    sales   re- 


Decio  of  Skyline  Corp. 

bound.    But   Art   Decio,    candid    soul 
that  he  is,  takes  no  credit  for  that. 

First  there  was  a  boom  in  recrea- 
tional vehicles.  "That  surprised  the 
hell  out  of  us!"  Decio  admits.  "We've 
always  tried  to  keep  that  under  10% 


of  our  business.  But  the  growth  there 
has  been  fantastic,  way  beyond  our 
expectations— up  119%  last  year  [to 
28%  of  sales]." 

He  tried  to  hold  recreational  ve- 
hicles to  that  level,  Decio  goes  on,  so 
as  to  save  capacity  for  the  coming 
boom  in  mobile  homes:  "It's  got  to 
come,"  he  insists.  "The  median  price 
of  a  conventional  home  is  now  over 
$48,000,  and  85%  of  Americans  can't 
afford  that." 

The  reason  Skyline,  like  Fleetwood 
Enterprises  (Forbes,  Mar.  J),  didn't 
follow  competing  Redman  and 
Champion  Home  deeply  into  the  red 
ink  was  its  clean,  debt-free  balance 
sheet.  That,  says  Decio,  was  an  in- 
herited virtue:  "My  father  came  over 
from  Italy  to  work  on  the  railroad, 
and  he  didn't  believe  in  debt.  So  that's 
the  way  we  ran  the  business.  We 
never  built  anything  we  didn't  have 
an  order  for  and  we  never  gave  ex- 
tended terms.  When  we  got  success- 
ful we  just  kept  on  doing  it." 

Not  a  bad  motto  would  be:  Be- 
lieve in  what  you're  doing,  but  keep 
your  balance  sheet  in  good  shape. 
All  the  mobile  home  builders  were 
optimists,  but  not  all  of  them  kept 
their  powder  dry  as  Decio  did.   ■ 


Chemistry  Buff 

It  has  been  56  months  now  since 
Paul  H.  Flicker  took  over  as  chief 
executive  of  SCM  Corp.  from  the  late 
Emerson  (Bud)  Mead,  and  Flicker  is 
proud  of  the  results.  "We've  had  in- 
creases every  year,"  he  says.  "The  last 
tliree  years  were  records  and  next 
year  will  be  a  record,  too." 

The  trouble  is,  a  "record  year"  for 
$1.3-billion-sales  SCM  is  not  exactly 
sensational.  At  $3.30  per  share  for  the 
fiscal  year  ended  in  June,  SCM  earned 
only  about  10%  on  its  leveraged  equi- 
ty capital. 

By  any  measure  of  profitability  or 
growth,  the  conglomerate  ranks  well 
below  average  among  other  widely  di- 
versified companies.  (SCM  ranked 
41st  in  a  field  of  48  in  return  on 
equity,  and  37th  in  a  field  of  49  in  per- 
share  earnings  growth  in  Forbes'  An- 
nual  Report  on  American   Industry.) 

Paul  Flicker,  a  finance  man  who 
seems  at  home  in  such  arcane  fields 
as  organic  chemistry,  is  trying  to 
change  all  this.  He  has  sacked  such 
losers  as  vacuum  cleaners,  large  of- 
fice typewriters  and  pocket  calcula- 
tors. But  SCM  still  has  an  albatross: 
copiers,   which   lost    $13   million   last 


year.  SCM  has  abandoned  develop- 
ment of  a  plain-paper  copier,  but 
clings  to  its  low-cost  zinc-oxide  model. 

Flicker  concedes  that  most  of  SCM's 
other  lines  of  business— paints  and 
chemicals  (Glidden),  paper  (Al- 
lied), foods  (Durkee),  consumer 
products  ( Proctor-Silex  appliances  and 
SCM  portable  typewriters ) —"are  not 
characterized  by  high  growth  rates." 
So  he  is  focusing  on  getting  major 
market  share  in  high-technology  pro- 
ducts such  as  specialized  papers  for 
Bibles,  frozen  bulk  dough  and  spe- 
cialty emulsifiers.  "You  need  a  lot  of 
these  small  developments  to  make  a 
difference,"  says  Flicker.  Fifty-five 
percent  of  this  year's  $67-million  capi- 
tal budget  will  go  into  chemicals  and 
paper.  As  a  chemistry  buff,  he  is 
very  proud  of  1 -Menthol,  a  highly  suc- 
cessful synthetic  flavoring  made  from 
turpentine  and  used  in  cigarettes.  But 
his  biggest  success  so  far  has  been  in 
portable  typewriters,  where  SCM 
has  over  50%  of  the  market. 

Flicker  has  done  a  fine  job  with 
what  he  has,  but  SCM  spends  only 
1.2%  of  sales  on  research  and  devel- 
opment—very low  indeed  for  a  com- 
pany that  pins  its  hopes  on  high-tech- 
nology products.  "I've  found  it's  hard 


to  make  major  jumps  in  the  amount 
of  R&D  spending,"  he  says.  And 
there's  the  problem:  too  much  of 
SCM's  present  volume  is  incurably 
low-profit  volume.   ■ 


Elicker  of  SCM 
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How  a  neat  little  package  from 

International  Paper 

can  dean  up  some  sticky  problems 

in  America's  schools 


Serving  schoolchildren 
open  cups  of  orange  juice 
is  no  picnic. 

Cute  as  kids  are,  they 
spill  the  juice  on  trays.  On 
tables.  On  the  floor.  And  on 
themselves.  (Don't  blame 
them.  It's  no  easy  trick  navi- 
gating a  tray  among  other 
schoolchildren.) 

But  serving  orange  juice 
in  schools  is  big  business, 
and  getting  bigger.  In  1975, 
there  were  more  than  290 
million  breakfasts  and  4  billion 
lunches  served.  And  many  of 
them  included  orange  juice. 

This  creates  a  giant  oppor- 
tunity for  International  Paper 
to  solve  some  sticky  problems 
in  America's  schools. 

Headaches  behind  the  scenes 

Much  of  the  orange  juice  pre- 
pared in  schools  is  made  from 
frozen  concentrate  —  w^hich 
takes  up  valuable  storage 
space.  Not  only  that,  the  juice 
has  to  be  mixed  and  poured. 
Requires  p'ots,  pans,  paddles, 
and  pitchers.  And  takes  time 
and  labor. 

Then  after  it's  poured,  it  can 
separate.  Thin  out.  And  don't 
kid  yourself,  a  7-year-old  is  no 


The  4-oz.  Eco-Pak  carton:  International  Paper's 
answer  to  sticky  problems  in  America's  lunchrooms. 

pushover  for  orange  juice  that 
•  isn't  "just  right." 

Eco-Pak  to  the  rescue 

So  International  Paper  set  out  to 
solve  the  problems  of  serving 
orange  juice  in  schools.  Result: 
the  4-ounce  Eco-Pak™  carton. 

Orange  juice  in  Eco-Pak 
needs  no  straw  and  is  practi- 
cally spill-proof.  It's  pasteurized 
—  so  it  stays  fresher  longer.  It 
can  be  shaken  —  which  solves 
the  problem  of  separating 
and  thinning  out. 

It  requires  no  pots,  no  pans, 
no  paddles,  or  pitchers.  Dairies 
using  Eco-Pak  can  do  it  all. 
They've  already  got  the  space, 
the  pasteurization  equipment, 
and  distribution  to  the  schools. 

One  result:  school  food 
service  personnel  can  keep  on 


doing  the  terrific  job  they're 
doing  now  —  with  less  bother. 

Schoolchildren  benefit,  too 

The  children  stand  a  chance 
of  getting  better  nutrition. 
Research  shows  that  for 
some  strange  reason,  when 
children  are  given  a  choice,  a 
third  more  of  them  will 
drink  orange  juice  when  it's 
offered  in  a  container  instead 
of  an  open  cup. 

Research  also  shows  that 
children  who  eat  a  good 
breakfast  are  likely  to  be  more 
attentive  and  perform  better 
than  those  who  don't.  Bravo  for 
the  School  Breakfast  Program! 
The  paper-saving,  4-ounce 
Eco-Pak  carton.  For  schools, 
hospitals,  and  other  institu- 
tions. Another  example  of 
International  Paper's  respon- 
siveness to  a  fast-changing 
world  —  with  innovative 
leadership  in  wood  products, 
building  materials,  hydro- 
carbon resources,  pulp,  paper, 
packaging,  and  non-woven 
and  health  products. 

ERNATIONAL 
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Faces  Behind  the  Figures 


The  Heiress 

MiTzi  Stauffer  Briggs,  who  came 
to  national  attention  last  year  when 
her  $6.4-million  investment  in  Las  Ve- 
gas' financially  ailing  Tropicana  Ho- 
tel made  her  its  principal  owner,  had 
one  magic  quality  that  made  her  the 
most  talked  about  lady  in  town.  A 
lot  of  people  thought  she  was  rich. 

And  indeed  she  was  back  in  1952 
when  at  age  21  she  inherited  the 
multimillion-dollar  Stauffer  Chemical 
fortune  from  her  grandfather,  founder 
John  Stauffer.  "Pretty  Mit2d,"  as  the 
society  columns  of  the  day  called  her, 
had  already  made  her  debut  into  San 
Francisco  society,  and  one  summer, 
while  vacationing  at  fashionable  Peb- 
ble Beach,  had  had  her  portrait 
painted  by  a  family  friend— Salvador 
Dali.  By  1971  her  estate  was  report- 
ed to  be  worth  an  estimated  $44 
million. 

Why  then  is  she  speculating  in  Las 
Vegas  real  estate?  "I  got  heavily  into 
debt,"  says  Briggs  candidly.  "I  needed 
an  investment  with  a  high  return." 

Where  did  all  the  money  go?  To 
begin  with,  when  Briggs  inherited  her 
fortune,  no  provision  had  been  made 
for  estate  taxes.  "I  would  have  had  to 
sell  most  of  the  Stauffer  stock  to  pay 
the  taxes,"  she  says.  "So  they  got  me 
a  bank  loan,  which  has  been  like  an 
albatross  around  my  neck.  Obviously, 
it  has  gotten  bigger  and  bigger." 

Briggs  herself  lives  frugally,  and  is 
so  unassuming  that  when  she  checks 
into  the  Tropicana  (where  she  now 
spends  three  days  a  week),  she  stands 
in  line  with  the  other  guests. 

The  real  drain  was  her  philan- 
thropies. She  says:  "People  needed 
help,  causes  needed  help.  I  helped 
too  much,  okay?"  Her  causes  have 
ranged  from  vmorthodox  religious 
groups  and  minority  organizations 
(such  as  the  Native  American  Indian 
Movement,  to  which  she  donated  a 
$600,000  piece  of  land  for  a  museum) 
to  the  Save  the  Honey  Bee  campaign 
(which  she  promotes  constantly  with 
a  sticker  affixed  to  her  briefcase).  In 
addition,  her  business  failures  read 
like  a  htany— self-help  groups  and 
small  businesses  that  folded  one  right 
after  the  other. 

Nor  was  her  choice  of  financial  ad- 
visers always  fortuitous.  In  1971  she 
went  to  court  to  have  her  conserva- 
tor of  18  years  dismissed,  and  won. 
She  charges  today  that  during  a  pe- 
riod of  time  when  she  was  undergoing 
psychiatric  examination  at  a  sanitori- 
um,  the  conservator  sold  several  pieces 


of  valuable  real  estate,  which  created 
a  severe  cash  shortage  in  her  estate. 
"It  just  wrecked  everything,"  says  the 
45-year-old  blond  ruefully. 

So  what  Briggs  hopes  to  get  from 
her  investment  in  the  Tropicana  is  a 
last  chance  to  recoup  her  fortvme.  "If 
this  doesn't  go,  I'll  be  knocked  out," 
she  admits,  but  adds  cheerfully,  "if  I 
can  get  it  back  on  its  feet,  then  in 
about  ten  years  the  return  will  come 
back  to  me  and  I  can  start  helping 
people  again." 

Unfortunately,  her  last  gamble  is 
just  that.  Briggs  sold  a  big  chunk  of 
her  Stauffer  stock  (whose  price  has 
doubled  in  the  last  ten  years)  to  raise 
the  ante  for  her  Las  Vegas  venture. 
But  the  Tropicana,  once  known  as 
"the  Tiffany's  of  the  Strip"  because 
it  was  the  most  costly  and  most  ele- 
gant of  the  large  Las  Vegas  hotels  to 
spring  up  in  the  late  1950s,  has  itself 
fallen  upon  hard  times  of  late.  Debt- 
ridden  and  desperately  in  need  of  cost- 
ly renovations,  the  hotel  has  been  hit 
by  everything  from  the  15-day  labor 


Mitzi  Stauffer  Briggs 

strike  last  March  that  closed  it  and 
other  Strip  hotels  to  a  lawsuit  from 
a  disgruntled  investor  (William  Pe- 
ter Blatty  of  Exorcist  fame,  who  is 
suing  for  $1.5  million).  The  Nevada 
Gaming  Control  Board  itself  has  a 
complaint  in  preparation  alleging  that 
investor  money,  solicited  before  Briggs 
arrived,  was  improperly  used  by  some 
of  her  fellow  investors.  And  the  new- 
ly formed  joint  venture  that  Briggs 
heads  is  still  millions  short  of  the  cap- 
ital requirements  the  Gaming  Control 
Board  deems  necessary  for  the  Tropi- 
cana's  continued  survival. 

Briggs,  however,  who  says  she  does 
not  gamble  and  is  writing  a  book 
about  a  religious  experience  she  had 
years  ago,  is  optimistic  that  all  will 
turn  out  for  the  best.  At  45  she  has  no 
regrets  about  having  turned  her  back 
on  San  Francisco  society,  where  her 
name  no  longer  appears  in  the  Social 
Register:  "I  just  don't  enjoy  that  par- 
ticular way  of  life.  I  was  an  heiress 
when  I  was  21.  But  it  has  been  a 
long  time  since  I  was  21."  ■ 
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DO-IT-YOURSELF  IS  DOM  GREIT. 


Americans  are  hammering  and 
sawing  and  fixing  and  improving 
things  at  a  record  pace.  The 
do-it-yourself  trend  shows  no  sign 
of  slowing  down. 

Lone  Star  Industries  is  already 
near  the  top  in  this  thriving  market 
through  our  network  of  Home  Care 
Centers— large  supermarkets  of 
hardware,  lumber,  paints  and  all 
the  other  materials  a  do-it-your- 
selfer needs  to  maintain  and 
improve  his  home.  We  have  both 
the  expertise  and  the  resources  to 
play  an  even  larger  role  in  the  future. 

TOTAL  U.S.  HOME  CENTER  SALES 
(billions  of  dollars) 


1971 


1972   1973    1974    1975 


Beyond  this.  Lone  Star  is  a  major 
factor  in  another  key  industry. 
We're  the  Western  Hemisphere's 
leading  producer  of  portland 
cement,  at  a  time  when  long-term 
forecasts  are  favorable. 

Two  industries  with  bright  pros- 
pects. And  Lone  Star  is  well 
positioned  in  both  of  them.  We 
call  that  being  in  the  right  place 
at  the  right  time. 

If  you'd  like  to  know  more  about 
us,  write  to  One  Greenwich  Plaza, 
Greenwich,  Conn.  06830. 


UlNEvV 
STARM 

INDUSTRIES 


THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 


THERE  IS  A  WORD 
FOR  R  OOmPRflV  THRT 
BECOfflES  THE 
RATIOn'S  5TH  LRRGESI 
CHEIIIICRI  COfflPRRV 
in  JUST  25  VERRS. 


COmPETITIYE. 


What  makes  this  all  the  more  What  all  this  adds  up  to  is  a 

interesting  is  that,  in  the  quarter  company  and  a  management  team 

century  just  ended,  this  121-year-old  imbued  with  the  spirit  of  the 

firm  changed  businesses  and  even  American  competitive  system, 

switched  continents.  This  made  the  A  spirit  that  plays  to  win.  And  the 

company  less  susceptible  to  the  will-to-win  is  one  of  the  strongest 

fluctuations  of  the  economy  and  motivating  forces  in  the  company, 

less  vulnerable  to  the  upheavals  of  And  we  have  a  25-year  record  to 

world  politics.  prove  it. 

Today,  W.  R.  Grace  &  Co.  is  no  If  you  would  like  to  know  more 

longer  in  the  steamship  business,  about  us,  write  for  our  current 

no  longer  trading  in  Latin  America.  financial  statement  and  our  booklet, 

Today,  Grace  is  the  nation's  5th  "A  Management  Perspective." 

largest  chemical  company.  W.  R.  Grace  &  Co.,  Grace  Plaza, 

As  a  major  factor  in  the  1114  Avenue  of  the  Americas, 

chemical  industry,  Grace  produces  New  York,  N.Y.  10035,  Dept.  F-1. 
specialty  chemicals  that  benefit 
the  consumer;  that  help  feed  the 

world;  that  create  new  products,  W.R.Grace  &  Co. 
markets  and  opportunities.  Grace 
is  also  a  growing  factor  in  natural 
resources  and  in  selected  con- 
sumer businesses. Today,  Grace 

does  over  $3V^  billion  in  sales.  Chemlcals  •  Natural  Resources  •  Consumer  Products 


W.  R.  Grace  &  Co. 
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The  Economy 


Steady  At  The  Helm 

Politicians,  businessmen  and  journalists  are  beginning 
to  worry  about  the  slowdown  in  the  economy's  growth, 
but  the  Federal  Reserve  Board  remains  confident. 

At  the  July  19-20  meeting  of  the  Fed's  Open  Market 
Committee,  the  12  august  members  went  to  great  lengths 
to  avoid  changing  policy  and— equally  important— to  signal 
to  the  public  that  they  were  not  changing  policy.  We 
know  all  this  because  the  minutes  of  the  meeting  are  now 
public.  (While  the  Fed  goes  to  great  lengths  to  keep 
people  from  knowing  in  advance  what  it  is  doing,  it  is 
perfectly  willing  to  have  the  public  know  why  it  did  what 
it  did;  a  little  more  than  a  month  after  Open  Market 
Committee  meetings  the  minutes  were  made  public. ) 

There  is  every  reason  to  believe  that  the  policy  ar- 
rived at  then  is  still  Fed  policy  in  early  September:  The 
Fed  is  not  sufficiently  worried  about  the  slowdown  to  use 
stimulation;  neither  is  it  so  frightened  of  fresh  inflation 
as  to  tighten  up.  As  we  said,  it's  steady  at  the  helm. 

The  Open  Market  Committee  is  an  important  group.  It 
consists  of  all  seven  governors  of  the  Federal  Reserve 
Board  and  five  of  the  12  regional  Reserve  Bank  presidents. 
When  they  met  in  late  July,  these  gentlemen  carefully  re- 
viewed their  staff's  projections.  Predicted  the  staff:  "The 
advance  in  business  activity  would  soon  improve  from  the 
relatively  slow  pace  of  recent  months  because  .  .  .  expan- 
sion in  business  fixed  investment  would  accelerate  gradual- 
ly ..  .  business  investment  in  inventories  would  increase 
somewhat  further  as  manufacturers  and  distributors  en- 
deavor to  maintain  stocks  in  line  with  rising  sales  .  .  . 
growth  in  personal  consumption  expenditures  would  be 
more  vigorous  than  in  the  second  quarter,  and  .  .  .  residen- 
tial construction  activity  would  continue  to  recover." 


There  was  debate  at  the  meeting— some  committee  mem- 
bers arguing  for  more  stimulation,  others  for  less.  But  in 
the  end  the  decision  was  made  to  stand  pat.  And  why  not? 
The  economy  seems  nicely  balanced  on  a  course  of  gradual 
recovery.  Why  risk  tipping  it  into  a  boom?  Or  back  into 
recession? 

The  bottom-line  decision  was  to  adopt  some  largely 
cosmetic  reductions  in  the  long-range  growth  paths  of 
the  monetary  aggregates  but  to  maintain  Federal  funds 
trading  close  to  where  it  had  been— and  still  is— around 
5.25%.  Had  the  Fed  allowed  the  rate  to  rise,  it  would  have 
signaled  tighter  money.  Had  it  allowed  it  to  fall,  it 
would  have  signaled  easier  money.  It  did  neither. 

There  is  nothing  mysterious  about  the  Federal  funds 
rate.  At  any  time,  some  banks  may  have  excess  reserves; 
others  may  be  a  bit  short.  Reserve-short  banks  can  bor- 
row reserves  from  others  on  an  overnight  basis,  paying  in- 
terest, of  course— that's  the  Fed  funds  rate.  If  reserves  are 
plentiful  in  the  banking  system,  then  the  Fed  funds  rate 
will  be  low;  if  reserves  are  short,  then  the  rate  will  be 
high.  So,  the  Fed  funds  rate  measures  the  availability  of 
reserves— of  additional  bank  lending  power.  During  the 
late  tight-money  crunch  the  rate  got  as  high  as  13.5%. 
This  year  it  dropped  as  low  as  4.7%  in  February,  sta- 
bilizing at  the  current  level  in  July. 

It's  popular  to  pay  a  great  deal  of  attention  to  fluc- 
tuations in  the  money  supply.  Ml  and  M2.  But  reserves, 
not  money  stock,  are  the  major  influence  on  the  economy, 
and  the  Fed  funds  rate  is  the  handiest  measure  of  reserve 
positions.  The  stability  in  the  Fed  funds  rate,  therefore,  is 
the  tipoff  that  the  Fed  is  reasonably  satisfied  with  the 
way  the  economy  is  going.   ■ 


Period  of  Economic  Recession  as  Defined  by  the  National  Bureau  of  Economic  Research 
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THE  NYSE 
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^^  STOCK 
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OCT. 116.7 
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MAR 124.4 

APR 125.8 

35— .•"  ^        X  MAY   126.4 
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JULY   113.3        JULY  (Prel.)  127,5 
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Composed  of  the  following:  Census  privately  owned  housing  starts)  service  price  index  related  to  the  consumer 

PRODUCTION  CONSUMPTION  P"<^«  '\r\Ae\) 

•  How  much  are  we  producing?  (Federal  Reserve       •  How  much  are  people  spending?  (Bureau  of       INCOME 

Board  Index  of  Industrial  Production)  Census  retail  store  sales)  •  How   much    are   workers   earning?   (Dept.   of 

•  What  volume  of  hard  goods  are  we  ordering?       •  To  what  extent  are  consumers  going  into  debt?  Commerce  personal  income,  wage  and  salary 
(Bureau  of  Census  latest  three  months   new          Federal  Reserve  net  change  in  consumer  install-  disbursements) 

orders  of  durable  goods  related  to  inventories)  ment  debt)  •  How  many  people  have  been  laid  off?  (U.S. 

•  How  intensively  are  we  building?  (Bureau  of      •  How  costly  are  services?  (U.S.  Dept.  of  Labor  Dept.  of  labor  initial  unemployment  claims) 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


Are  Federal  Agency  Bonds 
A  Better  Buy? 

By  Ben  Weberman 


Th 


he  sharp  rally  in  bond  prices  has 
cut  the  returns  available  on  Treasury 
securities,  so  the  yield-with-safety- 
conscious  investor  might  want  to  con- 
sider federal  agency  issues.  The  Trea- 
sury 8s  of  1986,  which  I  described  in 
an  earlier  column  as  a  collector's  item, 
have  been  disappearing  into  collec- 
tions. They  recently  sold  at  102  and 
yielded  just  7.66%.  However,  a  Feder- 
al National  Mortgage  Association  is- 
sue of  similar  maturity  still  yielded 
7.84%  early  this  month.  Thus,  by 
choosing  an  agency  security  rather 
than  a  direct  Treasury  obUgation,  the 
investor  could  pick  up  an  extra  two- 
tenths  of  1%.  It's  the  same  story  right 
across  the  board.  In  the  three-year  ma- 
turity sector.  Treasuries  yield  around 
6.7%,  while  FNMAs  yield  6.8%. 

These  are  small  diflFerences,  but  for 
professional  investors  (and  to  retired 
people)  every  penny  counts.  So  what 
should  you  do  if  you  are  now  holding 
Treasuries?  Should  you  switch  and 
pick  up  the  extra  money? 

The  Power  Of  Labels 

Not  necessarily.  For  committing 
new  money,  there  is  a  case  for  the 
agency  issues,  but  switching  is  anoth- 
er matter.  Even  at  these  yield  differen- 
tials, the  Treasuries  may  be  a  better 
holding.  The  reason  is  that  over  a  long 
period  of  time  these  yield  differentials 
may  get  bigger  rather  than  smaller. 

Historically  speaking,  the  present 
differentials  are  narrow.  A  more  nor- 
mal differential  would  be  as  much  as 
0.25%    on    five-year    securities— more 


than  twice  the  present  gap.  The  cur- 
rent narrowness  of  the  gap  is  some- 
thing of  a  fluke.  It  is  a  consequence 
of  the  size  of  the  current  federal  def- 
icit and  of  the  Treasury's  determina- 
tion to  lengthen  its  average  matvuity 
(see  this  column,  Aug.  15).  This  has 
caused  a  great  flood  of  new  Treasury 
issues  and  a  consequent  increase  in  in- 
terest rates  on  them.  This  took  place 
at  a  time  when  the  agencies  are  not 
doing  much  in  the  way  of  financing. 

But  this  is  an  abnormal  situation. 
As  the  Treasury  cuts  back  on  its 
trips  to  the  money  market  and  the 
agencies  increase  theirs,  the  gap  will 
probably  widen  again.  One  reason  the 
agencies  are  not  now  heavy  borrowers 
is  that  the  overall  housing  market  con- 
tinues sluggish  and  FNMA  is  normally 
one  of  the  heaviest  consumers  of  cash. 
Eventually  housing  will  pick  up. 

Remember  this,  too:  Agency  securi- 
ties are,  however  safe,  not  quite  the 
same  thing  as  Treasury  securities.  The 
label  does  not  have  the  same  accept- 
ibility  in  the  marketplace. 

An  extreme  example  of  the  value  of 
the  label  is  offered  by  a  $367-million 
National  Power  Corp.  of  the  Philip- 
pines debt  issue.  These  are  backed  by 
the  Export-Import  Bank  of  Washing- 
ton and  are  full  faith  and  credit  ob- 
ligations of  the  U.S.,  that  is,  the  credit 
is  as  good  as  the  Treasury's,  but  the 
name  on  the  certificate  is  different. 
Because  of  the  difference  in  labels, 
the  Philippine  issue  came  to  market 
in  mid-August  priced  to  yield  8.05% 
on  a  1987  maturity  (when  the  10- 
year  Treasury  was  trading  at  7.75%). 
The  higher  yield  was  necessary  on  Na- 
tional Power  because  while  credit 
quality  is  tops,  marketability  is  poor; 
price  concessions  will  be  deep  if  it  is 
necessary  to  sell  the  Philippine  is- 
sue prior  to  maturity. 

Consider,  too,  that  not  all  of  the 
federal  agencies  are  of  tip-top  credit. 
The  farm  credit,  FNMA  and  Home 
Loan  Bank  securities  are  moral  obliga- 
tions of  the  Government,  not  full  faith 
and  credit.  (Everyone  knows  what 
happened  to  New  York  State's  moral 
obl.gation  bonds.) 


While  there  is  good  depth  to  the 
markets  for  the  farm  credit  and  the 
mortgage  agency  issues,  minimum  de- 
nomination could  be  a  deterrent  to  the 
smaller  investor.  For  example,  while 
Land  Bank  bonds  sell  in  $1,000  pieces, 
FICs  (Federal  Intermediate  Credit) 
start  at  $5,000.  Most  Federal  Home 
Loan  Bank  bonds  and  FNMA  deben- 
tures are  issued  in  $10,000  amoimts 
or  more.  Getting  into  the  bigger 
stuff,  the  very  attractive  GNM A  ( Gov- 
ernment National  Mortgage  Associa- 
tion) pass-through  debentures  come 
in  a  minimum  denomination  of 
$25,000  with  increments  of  $5,000 
over  that. 

Most  Popular 

The  GNMA  pass-through  securities 
are  the  latest,  and  hottest,  set  of  agen- 
cy securities.  The  quality  is  as  good 
as  a  direct  Treasury  because  the  se- 
curities are  fully  guaranteed  by  the 
Treasury.  The  bonds  consist  of  par- 
ticipations in  pools  of  FHA-VA  mort- 
gages, which  are  guaranteed  by 
GNMA.  While  the  life  of  the  pool  is 
30  years,  early  repayment  of  many  of 
the  underlying  mortgages  will  bring 
the  average  life  of  each  issue  down 
to  12  years.  The  investor  receives 
monthly  payments  consisting  of  inter- 
est, as  well  as  repayment  of  princi- 
pal from  those  underlying  mortgages 
that  have  been  retired.  While  the 
minimum  size  of  $25,000  is  a  deter- 
rent, the  yields  of  about  8.25%  are  ex- 
tremely attractive. 

Buying  any  of  these  agency  issues 
is  usually  done  through  your  broker 
or  bank.  They  come  to  market  fre- 
quently. Pricing  is  usually  arranged 
right  at  the  last  moment,  so  there  is  an 
element  of  uncertainty  in  placing  an 
order  in  advance.  On  the  other  hand, 
a  generous  price  that  brings  a  (]uick 
sell-out  would  send  secondary  market 
trading  to  a  premium  over  the  initial 
terms,  raLsing  the  price  by  anywhere 
from  1/16  ($6.25  per  $1,000)  to  3/8 
($37.50).  As  I  said,  for  new  money, 
agency  issues  are  attractive  now.  But 
not  for  switching  from  Treasuries.   ■ 
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Are  your 

tnunicipal  bonds 

insurable? 

Find  out  by  mail,  in  complete  confidence 
and  without  cost  or  obligation. 

(Average  cost  to  insure  a  $50,000  portfolio  is  about  $115  per  year.*) 


Municipals  have  long  been  thought  to  be 
the  soundest  part  of  an  investor's  port- 
folio. However,  inflation  and  adverse 
economic  conditions  are  causing  budget 
and  fiscal  problems  for  many  cities.  In 
some  cases  this  is  raising  questions  about 
their  ability  to  service  their  debt. 

There  is  risk  to  bondholders  when  finan- 
cial adversity  strikes  a  municipality.  Risk 
of  default.  Risk  in  not  being  sure  you  will 
receive  interest  and  principal  when  due. 

Bond  ratings  change,  and  can't  be 
checked  in  the  newspapers.  Other  changes 
occur  too— changes  in  a  municipality's 
debt  burden,  its  budget,  its  quality  of 
management.  Political  change  can  pro- 
duce different  governing  policy  which 
affects  the  degree  of  safety  your  invest- 
ment enjoys.  All  in  all,  this  is  a  lot  to 
keep  up  with. 


If  your  portfolio  is  insurable,  MGIC 
guarantees  prompt  payment  of  interest 
and  principal  when  due.  This  eliminates 
concern  of  default  or  interruption  of  in- 
come. It  guarantees  repayment  of  your 
investment  exactly  on  time.  Low  rated, 
as  well  as  nonrated  bonds,  can  be  cov- 
ered. Minimum  portfolio  size  is  $50,000, 
but  there  is  no  maximum.  Now  your 
municipal  bond  portfolio  can  become 
"insured  safe"  just  like  your  savings 
account. 

If  you  own  $50,000  or  more  of  munic- 
ipal bonds,  send  the  coupon  for  more 
information— or  better  yet,  send  us  a  list 
of  your  municipal  bonds.  We  will  inform 
you  by  mail,  in  complete  confidence, 
whether  your  portfolio  is  insurable  and 
what  the  cost  would  be.  No  charge  or 
obligation,  so  do  it  now. 


'Exact^annual  premium  is  based  on  the  bonds  in  each  individual's  portfolio. 


MGIC 

MGIC  Indemnity  Corporation 

A  subsidiary  of 
MGIC  Investment  Corporation 


Noi  available  to  investors 
in  Kansas,  Minnesota, 
New  Jersey,  or  Texas. 


MGIC  Indemnity  Corporation  F-915 

Municipal  Bond  Department  A 
MGIC  Plaza,  Milwaukee,  WI  53201 

I  would  like  to  know  if  my  municipal  bond  portfolio  is  insurable  and  what 
the  cost  of  insuring  it  would  be.  Enclosed  is  a  list  of  my  bonds.  I  understand 
there  is  no  charge  and  that  I  will  not  be  under  obligation.  Everything  will 
be  handled  strictly  by  mail. 

Name 


1     Address 

City 

State 

Zip 

[     Phone 

!     Inquiries 

from  dealers, 

banks, 

trust  and  insurance 

compan 

ies  also 

invited. 
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Market  Comment 


The  Lull 


By  Lucien  O.  Hooper 


lost  people  who  talk  about  the 
market— or  write  about  it— seem  to 
think  it  is  always  impatiently  poised 
to  go  either  through  the  floor  or 
through  the  roof.  Actually,  there  are 
long  periods  when  it  does  neither. 

Since  February,  stocks  have  often 
thieatened  to  go  way  up  or  way  down 
—but  only  threatened.  Movement  in 
either  direction  has  been  of  short  dur- 
ation. The  investment  community  ap- 
parently either  lacks  conviction  or  is 
convinced  that  stock  prices  are  "about 
right,  so  why  change  them?" 

In  the  meantime,  the  economic  and 
business  environment  has  been  good. 
Perhaps  business  has  not  improved 
quite  as  fast  as  expansionists  would 
have  liked,  but  it  has  improved  with- 
out interruption.  Interest  rates  have 
fluctuated,  but  in  a  reasonably  nar- 
row vange.  Inflation  has  eased  a  little. 
On  the  whole,  feared  political  nos- 
trums have  failed  to  be  enacted.  In 
short,  there  has  been  little  to  scare  in- 
vestors and  much  to  please  them,  in- 
cluding rising  corporate  earnings  and 
numerous  dividend  increases. 

Why  hasn't  all  this  sent  the  market 
up?  Some  say  it  is  because  all  this 
improvement  was  discounted  in  ad- 
vance by  a  rise  in  prices  long  before 
it  occurred.  Others  contend  that  the 
high  return  on  bonds  has  made  stocks 
noncompetitive  with  bonds  for  insti- 
tutional money.  In  some  quarters,  no 
doubt  there  is  fear  of  political  devel- 
opments. Unquestionably  the  experi- 
ences of  the  last  five  years  or  so  have 
prejudiced  many  against  investing  in 

Mr.   Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc. 


equities.  Look  at  the  way  holders 
have  been  redeeming  mutual  fund 
shares.  Regardless  of  all  the  "whys," 
it  is  hardly  debatable  that  neither 
the  public  nor  money  managers  are 
fired  up  over  common  stocks.  At  the 
same  time,  most  people  who  want  to 
get  out  of  stocks  have  already  sold 
out,  so  there  is  no  panicky  supply. 
Stockbrokers  starved  for  commis- 
sions, speculators  who  want  action 
and  quick  results,  and  those  investors 
whose  objectives  are  fast  capital  gains 
rather  than  income  tend  to  get  im- 
patient with  a  situation  like  this. 
Some  pundits  remark  that  a  market 
which  can't  go  up  must  go  down;  oth- 
ers maintain  that  a  market  which 
can't  go  down  must  go  up. 

Actually,  the  fact  that  stocks  have 
neither  gone  violentiy  up  nor  sharply 
dropped  has  probably  been  the  best 
course  for  the  economy.  And  when 
the  deadlock  is  broken,  it  will  be  bet- 
ter if  the  market  is  still  unwilling  to  go 
too  far  in  either  direction  for  a  while. 
The  one  thing  we  should  all  be  most 
concerned  about  is  too  rapid  a  rise  in 
the  rate  of  inflation.  Even  at  5%  or 
6%,  inflation  is  too  fast  for  comfort, 
but  the  rate  is  being  held  down  by  a 
slower-than-expected  business  im- 
provement; by  fairly  careful  public 
spending,  which  the  stores  have  been 
reporting;  and  by  a  markedly  con- 
servative stock  market  behavior. 

Up,  Not  Down 

Suppose  that,  since  February,  busi- 
ness had  improved  twice  as  fast,  the 
public  had  spent  money  freely  and 
the  stock  market  had  gone  on  to  1200 
in  the  DJI.  Do  you  think  that,  under 
those  circumstances,  inflation  would 
have  stayed  at  6%?  Wouldn't  it  have 
been  8%  or  10%  by  now?  And  wouldn't 
interest   rates   have   gone   up    faster? 

In  my  humble  opinion,  the  stock 
market  is  more  likely  to  go  up  than 
down  over  the  next  two  months.  I 
expect  lower  rather  than  higher  long- 
term  money  rates,  and  therefore  high- 
er bond  prices.  I  look  for  less-than- 
prime  bonds  to  do  better  than  AAA 


quality  bonds.  I  do  not  ihink  short- 
term  money  will  go  down  much,  and 
in  buying  bonds  I  would  buy  longer- 
term  issues  rather  than  short-terms. 
I  would  guess  that  the  DJI  may  not 
go  as  low  as  900  any  time  this  year, 
or  much  above  1070. 

Stock  Briefs 

With  premiums  now  pretty  well 
adjusted  to  changed  risks,  and  invest- 
ment income  from  bonds  increasing, 
I  think  insurance  shares  should  do 
better,  especially  the  big  broad-hne 
company  shares.  I  have  in  mind 
stocks  like  Continental  Group  (31), 
Aetna  (31),  Travelers  (36)  and  IN  A 
(44).  I  am  also  partial  toward  Lin- 
coln National  (31),  Kansas  City  Life 
(31)  and  Great  Southern  (18).  There 
is  a  fairly  strong  insurance  flavor  in 
stocks  such  as  ITT  (30),  City  In- 
vesting (10)  and  Scars,  Roebuck  (68). 

Since  I  am  expecting  easier  money 
(and  I  guess  I  am  in  the  minority), 
I  feel  better  about  the  electric  utili- 
ties and  a  stock  like  Federal  Nation- 
al Mortgage  (16).  Fannie  Mae  should 
earn   over   $2.50   a   share   this   year. 

Thanks  to  better  natxiral  gas  prof- 
its, Cities  Service  (51)  should  earn 
$7  a  share  this  year.  The  stock  looks 
more  interesting  than  it  has  for  some 
time.  .  .  .  Gulf  Oil  (26)  has  been  un- 
der the  shadow  of  much  unfavorable 
publicity,  not  all  of  which  has  been 
deserved.  Estimated  earnings  for 
1976:  $4.20.  Beginning  with  the  third 
quarter,  better  things  are  expected 
from  backward  Amerada  Hess  (20). 

One  of  Wall  Street's  old  saws  is 
that  you  should  never  sell  stocks  on 
strike  news.  Ford  Motor  (54)  has 
been  selected  as  the  "target  company" 
for  an  automobile  strike,  if  there  is 
one.  Ford,  like  both  General  Motors 
and  Chrysler,  has  exceeded  all  earn- 
ings estimates  this  year,  and  the  in- 
dustry seems  headed  into  a  better 
year  in  1977  than  in  1976.  Strike  or 
no  strike,  the  automotive  stocks  look 
cheap.  In  fact,  in  relation  to  earnings, 
I  suspect  they  may  be  the  cheapest 
of  all  major  stocks.  ■ 


122 


FORBES,   SEPTEMBER    15,    1976 


One  of  the  more  distinctive  aspects  of  our  corporate  enterprise  is 
the  web  of  connections  between  our  four  general  business  activities. 


The  activities: 

1.  Primary  manufacturing— paper 
products. 

2.  Primary  manufacturing— wood 
products. 

3.  Converting/distributing— paper 
products. 

4.  Converting/distributing— wood 
products. 

The  connections: 

1.  Both  primary  manufacturing 
activities  depend  on  the  same 
resource,  trees,  to  produce  our  first 
generation  products:  paper,  pulp, 
lumber  and  plywood. 

Also,  our  pulp  and  paper  mills 
make  use  of  most  of  the  residues 
from  our  lumber  and  plywood  mills. 
Little  is  wasted. 

2.  Both  converting  activities  use 
our  mills'  first  generation  products  to 
produce  our  second  generation 
products:  composite  cans,  corrugated 
containers,  envelopes,  prefabricated 
building  components,  kitchen 
cabinets,  doors  and  paneling. 

3.  Our  converting  activities  also 
look  to  each  other  for  supplies.  For 
example:  our  business  papers  are  apt 
to  come  packaged  in  our  corrugated 
containers;  our  manufactured  houses 
might  well  include  our  doors,  panels 
and  kitchen  cabinets. 

Why  these  connections  are  important: 

1 .  They  enable  us  to  add  value  to 
our  basic  paper  and  wood  products. 


This  means  added  profits. 

2.  They  ensure  each  of  our 
business  activities  adequate  sources 
of  supply. 

Our  strongest  connection: 

All  our  business  activities  are 
ultimately  rooted  in  the  forest; 
everything  starts  with  trees,  a 
renewable  resource  we  have  in  good 
supply. 

Including  joint  ventures,  we  own 
over  2  million  acres  of  timberland  and 
hold  long  term  harvesting  rights  on 
5  million  more.  If  we  manage  these 
lands  thoughtfully,  they'll  supply  us 
eternally. 

We  shall.  We  see  our  future  in 
forest-related  products.  We've  been 
manufacturing,  converting  and 
distributing  them  since  Boise  Cascade 
was  first  formed  back  in  1957.  And  we 
intend  to  continue. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report, 
c/o  Boise  Cascade  Corporation, 
Communications  Dept.,  One 
Jefferson  Square,  Boise,  Idaho  83728. 

For  a  more  dispassionate  view, 
call  your  broker. 


Boise  Cascade 
Corporation 
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Time  To  Take  Some  Profits 


By  Heinz  H.  Biel 


or  the  past  seven  months  our  stock 
market  has  fluctuated  within  an  un- 
usually narrow  range.  Time  and  again 
the  Dow  Jones  industrial  stock  aver- 
age has  bumped  against  the  ceiling 
just  above  the  1000  mark,  and  just  as 
often  it  bounced  off  the  floor  some 
40  or  50  points  below. 

It's  been  a  tie  ball  game,  and  by 
now  it  feels  like  being  in  the  17th  in- 
ning. The  spectators  are  getting  bored; 
they  yawn  and  go  home.  Just  look  at 
the  trading  volume  in  recent  weeks. 

Almost  all  major  stock  groups  had 
their  inning— the  papers,  the  chemi- 
cals, the  oils  and  the  steels,  to  men- 
tion just  a  few.  They  got  a  few  hits, 
but  then  they  struck  out  and  the  game 
was  still  tied. 

Like  baseball,  the  stock  market  does 
not  allow  a  tie  game.  There  must  be  a 
resolution,  sooner  or  later,  but  which 
way?  Will  the  market  finally  crack 
the  resistance  on  top  or  break  through 
the  support  level  at  the  bottom? 

Bears  Have  An  Edge 

For  a  variety  of  reasons  I  am  in- 
clined to  give  the  bear  a  slight  edge 
at  this  time.  First  of  all,  an  unusually 
long  period  of  time  has  elapsed  since 
the  market's  first  attempt  at  a  deci- 
sive upside  breakthrough.  There  have 
been  any  number  of  fresh  attempts 
all  through  the  spring  and  summer, 
and  they  have  all  failed.  The  buying 
power  wasn't  there,  and  the  rallies 
simply  ran  out  of  steam.  If  all  the 
good  news  we  have  had  these  past 
seven  months  cannot  stimulate  a  high- 
er degree  of  stock  market  enthusiasm, 
then  prospects  for  success  in  the  near 
future  begin  to  fade. 

Second,  the  stock  market  seems  to 
be  allergic  to  the  month  of  Septem- 
ber. It  has  the  worst  performance  rec- 

Mr.  Biel  is  a  senior  vice  president  of  the  New  Yorit 
Stocic  Exchange  firm  of  Hoppin.  Watson,  Inc. 


ord  of  any  month  of  the  year.  These 
days  the  business  news  and  statistics 
are  mixed,  rather  than  uniformly  good 
as  they  had  been  earlier  this  year.  Fi- 
nally, I  can't  get  out  of  my  mind  the 
stock  market's  behavior  16  years  ago, 
when  it  plunged  to  the  year's  low  just 
a  week  before  Election  Day  because 
investors  felt  apprehensive  about  Jack 
Kennedy.  How  will  they  feel  about 
Jimmy  Carter? 

Strategy 

When  I  say  that  I'm  giving  the 
bear  the  edge  at  this  time,  I  don't 
wish  to  imply  that  I  am  terribly  bear- 
ish. I  am  not.  This  is  not  ambiguous 
doubletalk,  but  merely  reflects  my 
suggested  investment  strategy  for  the 
next  several  months. 

Let  us  start  out  with  the  fact  that 
this  indecisive  stock  market  is  still 
within  a  few  percentage  points  of  this 
year's  peak,  up  some  15%  for  the  year, 
and  that  many  stocks  are  close  to 
their  recovery  highs.  I  can  see  nothing 
wrong  with  salting  away  some  profits. 

I  don't  think  it  is  sound  policy  to 
be  fully  invested  at  all  times.  That  is 
the  way  to  get  hurt.  If  the  market  has 
been  unable,  time  and  again,  to  over- 
come the  overhead  resistance,  don't 
try  to  do  it  all  by  yourself.  Stand  aside 
for  a  while  and  await  developments. 

While  the  bears  may  win  this  game, 
I  doubt  that  they'll  win  the  Pennant 
or  even  the  Series.  There  are  too  many 
plus  factors  which  make  me  believe 
that  this  bull  market  is  not  over  yet 
and  that,  after  a  pause,  we  will  see 
new  alltime  highs. 

We  are  so  imbued  with  the  striving 
for  records  and  for  perpetual  growth 
that  we  have  misgivings  whenever 
there  are  signs  of  a  slowdown.  We 
should  be  delighted  to  see  our  econo- 
my moving  ahead  at  a  more  leisurely 
pace  rather  than  a  helter-skelter  race 
to  the  top.  Just  look  at  the  wild  boom 
and  subsequent  collapse  in  such 
things  as  pocket  calculators,  digital 
watches  or  CB  radios.  Who  needs 
that  sort  of  business  tempo? 

If  our  economy  continues  to  move 


forward,  as  I  expect  it  will,  then  the 
chances  are  very  good  indeed  that 
next  year's  profits  will  be  even  better 
than  they  are  expected  to  be  this 
year.  This  is  not  necessarily  a  guar- 
antee for  a  good  stock  market— re- 
member those  splendid  earnings  of 
1973-74?— but  it  is  the  anticipation 
of  such  earnings  that  may  move  the 
market  to  higher  levels. 

To  sum  up:  take  some  profits;  sell 
disappointing  stocks;  keep  the  cash 
reserve  at  the  ready  so  that  the  mon- 
ey will  be  available  on  short  notice. 
I  see  no  need,  however,  for  drastic 
liquidations. 

The  Widows  Talk  Back 

A  recent  reference  to  less  than  sat- 
isfactory service  by  some  bank  trustees 
evoked  vociferous  comments  from 
some  who  speak  from  very  personal 
experience.  I  admit  that  many  brokers, 
too,  lack  angelic  qualities,  but  if  they 
abuse  you,  you  can  raise  cain  with 
the  NYSE,  the  NASD  and  the  SEC. 
But  to  whom  do  you  talk  when  an 
almighty  trust  officer  browbeats  you 
and  impoverishes  you? 

The  best  way  to  avoid  such  ca- 
lamities is  not  to  make  the  bank  the 
sole  trustee.  Make  your  .spouse,  a 
friend  or  your  attorney  co-trustee. 
Even  if  the  co-trustee  lacks  experi- 
ence, he  can  seek  outside  advice  and 
effectively  raise  objections  to  policies 
which  seem  to  have  questionable 
merit.  Judging  by  some  of  the  let- 
ters I  have  received,  the  widows 
can  learn  very  fast,  and  their  fury 
knows  no  limits. 

A  bank  trust  officer  writes:  "I  know 
a  bank  where  a  portfolio  manager  is 
expected  to  serve  1,000  accounts,"  a 
situation  which  he  describes  as  a  di- 
saster. He  blames  the  problem  on  in- 
adequate fees  for  trustee  services  and 
concludes:  "I  feel  the  best  service  in 
the  trust  business  is  to  be  found  in 
the  medium-size  bank,  which  charges 
a  fee  that  produces  a  profit  and  ren- 
ders an  outstanding  service.  Unfortu- 
nately, there  are  not  too  many  of 
these  available."  Amen  I  ■ 
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New  York  Stock  Exchange 
Welcomes  A  Lady 


Symbol  MKY  effective  August  27 

Mary  Kay  Cosmetics,  Inc.,  founded  in  September,  1963,  is  a  Dallas-based 
manufacturer  and  distributor  of  skin  care,  cosmetics  and  hair  care  products. 

The  company  markets  its  products  throughout  the  United  States,  its  territories  and 
Australia. 

Mary  Kay  is  a  growth-oriented  company  in  a  growth  industry.  In  the  last  five  years 
the  Company  has  shown  a  compound  annual  growth  of  34%  in  both  sales  and 
earnings  per  share.  The  annual  return  on  stockholders'  equity  for  the  same  period 
averaged  25% . 

Financial  results  for  the  last  ten  years  of  operation  reflect  our  excellent 
performance. 

Summary  of  Operations  (in  thousands) 
Years  ended  December  31 

1975      1974      1973     1972      1971      1970     1969     1968     1967     1966 


Net  Sales 

Net  Income 

Earnings  Per 
Share 


$34,947  30,215  22,199  17,232  12^67 

$5,050    4,449    3395    2,698    1,637 

$1.04        92        .70        .56        35 
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Sales  for  the  first  six  months  of  1976  exceeded  the  entire  year  of  1973. 

Sales  for  the  first  half  of  1976  increased  34%  over  1975  to  $23385,789  and  net 
income  increased  28%  to  $3355,771,  or  $.69  per  share. 

For  more  information,  ask  your  broker  or  write  Mary  Kay  Cosmetics,  Inc.:  Attention 
— J.  Eugene  Stubbs,  Vice  President  and  Treasurer. 


8900  Carpenter  Freeway,  Dallas.  Texas  75247 
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The  Funds 


A  Resurrection  For  Life  Stociis? 


Given  their  operating  record,  life  in- 
surance stocks  would  seem  ideal  long- 
term  investments.  The  industry's  vol- 
ume grovi^s  at  an  average  8%  annual 
rate,  and  earnings  have  increased  a 
faithful  10%  to  12%  since  the  end  of 
World  War  II. 

Sure,  last  year's  face  volume  was 
up  only  1.8%,  thanks  to  the  severity 
of  the  recession,  but  life  insurance's 
long-term  growth  rate  has  now  re- 
sumed its  normal  pattern.  While  the 
less  profitable  term  sales  are  growing 
faster,  whole-life  sales  continue  to  do 
well  (Forbes,  Mar.  15,  1975). 

Yet,  despite  the  steady  growth— 
the  kind  of  growth  that  many 
"growth"  stocks  promise,  but  often 
fail  to  deliver— life  insurance  stocks 
have  had  all  the  stability  of  a  roller 
coaster.  After  reaching  absurd  heights 
in  1964,  life  stocks  collapsed  and 
have  never  come  all  the  way  back. 

This  sorry  pattern  is  vividly  evident 
in    Life    Insurance    Investors    Inc.,    a 


Nashville-based  open-end  mutual 
fund  that  invests  solely  in  life  stock*. 

Life  Investors  has  one  of  the  worst 
ten-year  records  in  the  fund  industry; 
its  total  return  from  1966-75  was  a 
miserable  — 24%,  while  the  total  re- 
tvim  of  the  Dow  Jones  industrials  was 
-|-22.2%.  The  fimd's  five-year  record 
isn't  much  better:  —5%,  vs.  +22.3%  for 
the  DJI. 

And  look  at  the  volatility  of  this 
conservative,  predictable  industry:  In 
the  first  nine  months  of  1974,  the 
fund  (which  is  an  excellent  index  of 
the  industry)  was  off  48%,  vs.  29%  for 
the  Dow;  but  in  the  next  three 
months,  while  the  market  was  essen- 
tially flat,  the  fund  was  up  24%.  Last 
year,  the  market  took  off;  the  Stan- 
dard &  Poor's  500  appreciated  32%, 
but  Life  Investors  only  7.2%.  Recent- 
ly, while  the  market  was  flat  again, 
the  fund  shot  up  10%  in  a  few  weeks, 
thus  helping  make  it  one  of  the  hot- 
test performers  so  far  in  1976. 


Why  such  volatility?  "Part  of  it  is 
simply  unexplainable,  like  everything 
else  in  the  market,"  answers  analyst 
John  D.  Gwynn  of  Life  Stock  Re- 
search Corp.,  the  investment  adviser 
to  the  fund.  "But  traditionally  there 
have  been  two  other  reasons.  One  is 
that  most  of  these  stocks  are  traded 
over-the-counter,  and  dealer  markets 
tend  to  be  more  volatile.  Second, 
these  are  stocks  that  have  had,  his- 
torically, fairly  low  payout  ratios." 

Gwynn  argues,  however,  that  the 
situation  is  changing.  Some  of  the  life 
companies  now  have  large  stock 
floats  and  will,  presumably,  become 
less  volatile;  and  thanks  to  institu- 
tional firepower,  market-listed  stocks 
are  becoming  more  volatile. 

Gwynn  also  now  sees  the  dividend 
situation  as  a  distinct  plus  for  insur- 
ance stocks:  "There  is  no  other  large 
industry  in  the  country  that  I  know 
of  that  has  the  capability  to  increase 
the  payout  ratio  as  substantially  as  in 
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standard  &  Poor's  STOCK  GUIDE 

ORDER  NOW 
SAVE  20% 
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Standard  &  Poor's  Corporation 

345  Hudson  Street 

New  York,  New  York  10014 

Please  enter  my  subscription  to  Security 
Owner's  STOCK  GUIDE  at  once.  Bill  me  later 
for  the  tax  deductible  cost  of  only  $32  for 
12  monthly  issues.  (An  $8.00  saving  from  the 
regular  price.) 

Print  Name 


Signature. 


Address. 


I      City. 


-State. 


.Zip  Code. 


I 
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Standard  &  Poor's  Corporation   | 

345  Hudson  Street.  New  York.  NY  10014 


Return  the  coupon  and  receive  your  own  personal  copy  of 
Standard  &  Poor's  268-page  Stock  Guide,  delivered  to 
your  home  or  office  each  month  for  a  full  year  at  a  re- 
markable $8.00  saving  from  the  regular  $40  price.  With  its 
268  fact-filled  pages  and  44  columns  of  information  on 
over  5,000  stocks  and  mutual  funds,  each  monthly  issue 
literally  puts  the  stock  market  at  your  fingertips.  It's  prob- 
ably the  most  widely  used,  most  useful  and  most  often 
referred  to  investor's  aid  in  the  world.  Please  act  now,  this 
20%  discount  offer  may  not  be  repeated. 
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A  new  vw  to  invest 
in'fix-ftee  Municipals, 


CL 
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HDEUTY 
MUNICIRIU. 

BOND  FUNDI 
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Our  initial  investmentrequirement  is 
$5,000.  Yet,  you  receive  the  same  diver- 
sification advantages  otherwise  available 
only  to  people  investing  several  hundred 
thousand  dollars. 

Full-time  investment 
management 

The  Fund  is  under  continuous  man- 
agement, another  important  benefit  to  in- 
vestors. 

Beyond  the  guideline  ratings  of 
Moody's  and  Standard  &  Poor's,  there  is  lit- 
tie  the  average  investor  can  rely  on  to  judge 
the  value  of  an  issue. 

However,  our  supervision,  both  in  the 
purchase  and  continuing  review  of  the  Fund's 


Nbsaleschai^QT 
redemption  fee. 

Ours  is  a  new  approach  to  tax-free  investment. 
Fidelity  Municipal  Bond  Fund  is  the  first  continuously 
managed,  open-end  municipal  bond  fund,  without  any 
sales  charge  or  redemption  fee. 

Avoiding  such  costs  can  represent  substantial  savings 
(up  to  4-3/4%  of  the  amount  you  invest  when  axn- 
pared  with  municipal  bond  investments  that  include  a 
sales  charge). 

Put  another  way,  all  your  investment  dollars  go  to 
work  at  the  outset  to  obtain  as  high  a  level  of  tax-free  in- 
come as  is  consistent  with  the  preservation  of  capital. 

Daily  tax-free  income. 

Income  is  credited  to  your  account  daily. 

Those  who  wish  current  income  may  elect  to  receive 
income  in  cash  on  a  monthly  basis. 

Those  seeking  to  build  the  value  of  their  investment 
may  choose  our  free  monthly  re-investment  privilege, 
thereby  automatically  compounding  their  earnings  tax-free. 


portfolio,  is  designed  to  preserve  your  capital  and  help 
increase  your  rate  of  income. 

A  note  on  income:  since  our  portfolio  will  change  to 
reflect  changing  market  conditions  and  new  investment 
opportunities,  we  do  not  advertise  fixed  rates  of  return.  For 
a  current  yield  quotation,  simply  callus  toll-free. 

Should  you  have  questions  about  this  investment  op- 
portunity,  we  invite  your  inquiry  by  mail.  Better  yet,  call  us 
now.  Our  knowledgeable  staff  will  gladly  assist  you. 


CaflToU-H^e 

(800)225-6190 


In  Mass.  Call  Collect  (617)726-0650 


r 


Daily  liquidity 


The  Fund  wiU  redeem  shares,  free  of  charge,  at  net 
asset  value  whenever  you  desire.  You'll  receive  the  full 
current  value  of  the  shares  you  redeem  no  matter  how 
lai:ge  or  small  the  transaction. 

This  redemption  feature  protects  you  from  the  uncer- 
tainties of  supply  and  demand  that  exist  in  the  secondary 
markets.  It  offers  an  important  degree  of  flexibility 
that  only  an  open-end  municipal  bond  fund  can  offer 

Diversification  of 
investment  dollars. 

Your  money  in  the  Fund  is  invested  in  a  carefully 
chosen  portfolio  of  municipal  bonds.  The  potential  risk 
of  any  single  investment  is  greatly  reduced. 


RDELfTY  MUNICIRIU.  BOND  FUND,  Lm 

82  Devonshire  St.  Box  832,  Dept  FF60915 
Boston,  Mass.  02103 

For  more  information,  including  all 
charges  and  expenses,  please  write  or 
call  for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 

Name 
Address 


1 


City 


State 


Zip 


L 


Telephone 

nOEUTY  GROUP 

Over  $3  billion  of  assets  under  management 


J 


THE  FINANCIAL 

GROUP  OF  NO-LOAD 

MUTUAL  FUNDS 

OFFERS  YOU 

4  INVESTMENT 

PORTFOLIOS 


You  can  invest  In  and  exchange  between: 

A  SPECUlATtVt  GROWTH  FUND 

A  GROWTH  FUND  WITH  INCOME 

A  LIQUID  MONEY  FUND 
AN  INCOtVIE  FUND  WITH  GROWTH 

And  witti  TELEPHONE  EXCHANGE  you  tMve 

exctwnge  capability  t>etween 

4  different  investment  portfolios  vvifti 
4  different  investment  obiectives. 

Be  bullish  or  bearish  and  adjust  your  invest- 
ment accounts  accordingly 
You  can  use  any  and  all  of  the  4  no-load 
mutual  funds  to  design  tlie  investment  pack- 
age that  you  deem  suitable  at  ttie  finne  . .  and 
you  can  change  your  strategy  at  any  time  by 
telephone,  subject  to  certain  limitations. 

No  Sales  Charge  •  No  Exclvange  Fee 
No  Redemption  Fee 

Call  Toll-Free  1-800/525-6148 


Financial  Programs,  Inc.     2-FO-4-AF140AR-14 

PC  Bo«  2040  Denver.  Co4oiodo  80201 

Send  o  piospecKjs  or  Ihe  Kr>d3  checked  and  rtotrrxjuon 

aescKbmg  raiPHONI  EXCHANGt 

A  SPECULMIVE  GROWTH  FUND 

A  GROWTH  FUND  WTTH INCOI^ 

A  UQUID IVIONEV  FUND 

AN  INCOME  FUND  WTTH  GROWTH 


Nome 

AddresSw 


_Slote_ 


-Zip- 


C«v 

A  pospeclus  oonlcilnlng  moie  oompiele  mfcxTtwIon  oboot  Ihe 
HnoncJol  Fuxl  checked  above  wil  be  sent  upon  tecetpt  (A 
anjcoo  Of  (xM  Read  n  coie»>i(y  betote  you  invest  0(  tomioKj 
money 


Australia 


BUSINESS  V 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 

ask  Australia's  largest,  most  experienced 

free  enterprise  bank . . .  over  1300  offices 

throughout  Australia,  New  Zealand  and 

other  islands  of  the  Pacific. 

Contact:  Lindsay  C.  Hamilton, 

Bank  of  New  South  Wales,  Suite  1630, 

270  Park  Avenue,  New  York,  N.Y.,  10017. 

Telephone:  (212)  986-2248/9 

or  William  A  Havercroft, 

Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 

360  Post  Street,  San  Francisco,  California, 

94108.  Telephone:  (415)  433-1330. 

Bank  of 
New  Soubh  Wales 

The  bank  that  knows  Australia  best 

Head  Office:  60  Martin  Place,  Sydney,  N.S.W., 

Australia,  2000 
17534 11C1  US  2S19 
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The  Fund 


the  case  of  the  life  insurance  indus- 
try." Most  companies  only  give  com- 
mon shareholders  about  25X  of  avail- 
able profits  as  dividends,  vs.  roughly 
44%  for  most  industrial  companies.  < 

Gwynn  contends  that  this  is  a  good 
time  to  buy  life  stocks— and,  of  course, 
his  fund— despite  their  recent  runup. 
"Most  of  these  companies  sell  below 
book,  have  respectable  yields  and 
their  price/ earnings  ratios  are  below 
that  of  the  market."  More  important 
for  the  immediate  future,  says  Gwynn, 
is  that  "now  life  company  earnings 
gains  will  be  outperforming  the  earn- 
ings gains  of  the  broad  market  in- 
dices." In  addition,  life  stocks  tradi- 
tionally do  well  in  the  latter  stages  of 
a  general  bull  market. 

What  stocks  do  Gwynn  and  Life 
Stock  Research  like  best?  "We're 
strongly  recommending  NLT.  Its  once 
lackluster  marketing  effort  has  im- 
proved materially  over  the  last  three 
years."  Other  fairly  large  companies 
Gwynn  is  pushing  include  Provident 
Life  &  Accident  and  Franklin  Life. 

"Some  of  the  more  intriguing  val- 
ues in  the  industry  are  among  the  me- 
dium-sized companies,"  says  Gwynn. 
"These  are  not  flim-flam  regionals,  but 
companies  with  shareholders'  equity 
of  $100  milUon  to  $200  million  and 
have  been  in  business  50  to  60  years. 
They  have  higher  yields  than  most 
large  life  stocks."  Among  these,  Gwynn 
likes  Independent  Life  &  Accident 
("good  quality  accounting  and  yield- 
ing close  to  6%"),  Kansas  City  Life, 
Durham  Life  and  Equitable  General. 

Advocates  make  much  of  the  fact 
that  mutual  funds  give  small  investors 
a  theoretical  advantage  enjoyed  by 
big-timers— having  their  money  man- 
aged by  professionals. 

With  Life  Insurance  Investors, 
though,  the  shoe  is  somewhat  on  the 
other  foot.  It  is  up  to  the  investor  to 
decide  when  life  stocks  are  a  good 
buy.  The  fund  sits  there  year  after 
year  with  virtually  the  same  portfolio. 
In  three  of  the  past  five  years,  its  port- 
folio turnover  has  been  zero  percent. 

"What's  the  purpose  of  high  turn- 
over?" asks  Gwynn.  Life  Investors 
sees  itself  as  primarily  a  passive  ve- 
hicle for  investors  to  play  life  stocks. 

This  can  create  problems.  Life  In- 
vestors' portfolio  is  studded  with  com- 
panies whose  current  value  is  far  be- 
low original  cost.  "The  fund  got  most 
of  its  money  in  the  late  Fifties  and 
early  Sixties,"  Gwynn  explains,  "and 
most  life  stocks  at  that  time  were  at 
levels  they  haven't  seen  since." 


That's  tough  for  the  original  inves- 
tors, but  it's  no  problem  for  new  ones. 
In  short,  if  you  like  life  insurance 
stocks  right  now.  Life  Insurance  In- 
vestors could  be  a  handy  way  to  buy 
them— a  package  of  stocks  in  an  indus- 
try with  prospects  of  steady  growth 
in  dividends  and  earnings  and  where 
stock  prices  hover  near  book  value. 

But  with  this  fund,  remember: 
You'll  have  to  decide  when  it's  time  to 
get  out;  it's  not  "professional  man- 
agement" in  the  usual  sense. 

The  Dreyfus  Switch 

Leave  it  to  Howard  Stein  and  his 
associates  over  at  The  Dreyfus  Corp. 
to  come  up  with  the  newest  gimmick 
to  stem  the  continuing  flood  of  mu- 
tual share  redemptions.  Call  it  the 
Dreyfus  switch,  for  those  who'd 
rather  do  that  than  fight  the  vagaries 
of  a  particular  market. 

While  transfer  privileges  have  been 
around  for  a  while,  Dreyfus  is  going 
whole  hog  to  let  a  customer  move  his 
shares  back  and  forth  between  any  of 
the  seven  Dreyfus  Corp.  funds  an> 
time  he  wishes. 

"The  idea,"  says  Monte  J.  Gordon, 
director  of  research,  "is  to  let  investors 
pursue  their  special  objectives  within 
our  family  of  funds.  If  you  think  in- 
terest rates  are  going  higher,  you 
might  go  to  [the  short-maturity]  Drey- 
fus Liquid  Assets  [the  money  market 
fund].  If  you  see  a  downturn,  you 
could  protect  your  position  in  the  new 
Intermediate  Bond  Fund,  or  seeking  a 
capital  gain,  switch  into  the  Group 
Equity  Fund." 

Any  transfer  within  the  four  no- 
load  funds  requires  a  minimum  of 
$500.  To  switch  from  the  loads,  in- 
cluding the  big  Dreyfus  Fund  (net 
assets:  $1.5  billion),  to  no-loads  like 
the  money  market  fund  costs  a  $5  han- 
dling fee.  The  customer's  first  switch 
from  any  of  the  no-loads  into  the 
load  funds  involves  passing  through 
Go,  meaning  that  he  would  have  to 
pay  the  load. 

What    the    approach    really    seems 
about  is  to  hold  on  to  the  money  like- 
ly to  leave  the  Liquid  Assets  Fund 
($860  million)  now  that  interest  rates 
are  down  from  its  inception  2)4  years 
ago,   and   get   customers   into   Stein's 
newly  created  bond  fund,  which  h< 
plans  to  invest  in  corporatcs  and  gov 
emments  carrying  maturities  of  fotn 
to  seven  years.  Say  this  for  Dreyfus 
It  isn't  just  sitting  there  idly  while  th* 
money  dwindles  away.     ■ 
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All  of  these  securities  have  been  sold.  This  announcement  appears  as  a  matter  of  record  only.  The  Notes  have  not  been  registered  under 

the  Securities  Act  of  1933  and  offers  and  sales  of  the  Notes  in  the  United  States,  its  territories  or  possessions,  or  to  nationals 

or  residents  thereof,  may  not  be  made  as  a  part  of  the  distribution  and  might  constitute  a  violation  of  United  States 

law  if  made  within  90  days  after  the  distribution  of  the  Notes  has  been  completed. 

NEW  ISSUE 

$30,000,000 

Occidental  Overseas  Finance  N.V. 

9%%  Guaranteed  Notes  due  1983 

Unconditionally  Guaranteed  as  to  Payment  of  Principal  and  Interest  by 

Occidental  Petroleum  Corporation 


Kidder,  Peabody  International 

Limited 

Swiss  Bank  Corporation  (Overseas) 
Limited 


Blyth  Eastman  Dillon  &  €0. 
International  Limited 

Union  Bank  of  Switzerland  (Securities) 
Limited 


Alahli  Bank  of  Kuwait  (K.S.C.) 
Arab  Finance  Corporation  S.A.L. 
Banca  Commerciale  Italiana 
Banca  della  Svizzera  Italiana 


A.  E.  Ames  &  Co. 
Limited 

Bache  Halsey  Stuart  Inc. 


Algemene  Bank  Nederland  N.V. 
Arnhold  and  S.  Bleichroeder,  Inc. 
Banca  del  Gottardo  Banca  Nazionale  del  Lavoro 

Banco  di  Roma  Banco  di  Santo  Spirito 


Amsterdam-Rotterdam  Bank  N.V. 


Julius  Baer  International 
Limited 
Banca  dello  Stato  del  Cantone  Ticino 


Bank  Gutzwiller,  Kurz,  Bungener 
(Overseas)  Limited 


Bank  of  Credit  and  Commerce  International  S.A. 

Banque  Arabe  et  Internationale  d'Investissement  (B.A.I.I.) 

Banque  Fran^aise  du  Commerce  Exterieur  Banque  Generate  du  Luxembourg  S.A 


Bank  of  America  International 

Bank  Mees  &  Hope  NV 

Banque  Bruxelles  Lambert  S.A. 

Banque  de  I'lndochine  et  de  Suez 


Banque  de  Neuflize,  Schlumberger,  Mallet 

Banque  Populaire  Suisse  S.A.  Luxembourg 

Bayerische  Hypotheken-  und  Wechsel-Bank 

Brown  Harriman  &  International  Banks  Ltd.  Caisse  des  Depots  et  Consignations 

Compagnia  Finanziaria  Intermobiliare  S.p.A. 

Continental  Illinois  County  Bank  Ltd. 

Limited 

Credit  IndTistriel  d'Alsace  et  de  Lorraine  Credit  Industrie!  et  Commercial  Credit  Lyonnais 

Daiwa  Europe  N.V.  DBS-Daiwa  Securities  Dewaay  &  Associes  International  S.C.S. 


Banque  Internationale  a  Luxembourg  S.A.  Banque  Nationale  de  Paris 

Banque  de  Paris  et  des  Pays-Bas  Banque  de  Paris  et  des  Pays-Bas  (Suisse)  S.A. 

Banque  Privee  S.A.      Banque  Rothschild       Banque  Worms      Baring  Brothers  &  Co. 

Limited 

Berliner  Handels-  und  Frankfurter  Bank 
Cazenove  &  Co. 


Chase  Manhattan  Commerzbank 

Limited  Alitiengesellschaft 

Compagnie  de  Banque  et  d'Investissements  (Underwriters)  S.A. 

Credit  Commercial  de  France 

Creditanstalt-Bankverein 


DBS-Daiwa  Securities 
International  Limited 

Delbriick  &  Co.                         Den  Danske  Bank                        Deutsche  Girozentrale  DG  Bank  Dresdner  Bank 

Privatbankiers                             af  1871  Alitieselskab                   —Deutsche  Kommunalbank—  Deutsciie  Genossenschaftsbank     Aktiengesellscliaft 

Effectenbank-Warburg                  Eurocapital  S.A.            Eurotrading  Ltd.            Finacor  First  Chicago  Robert  Fleming  &  Co. 

Aktiengesellschaft  wholly-owned  by  Bank  Cantrade  AG  Limited                                     Limited 

Genossenschaftliche  Zentralbank  AG  Antony  Gibbs  Holdings  Ltd.  Girozentrale  und  Bank  der  osterreichischen  Sparkassen 

Vienna  Aktlengesellschaft 

Handelsbank  N.W.  (Overseas)  Hessische  Landesbank  Hill  Samuel  &  Co.  E.  F.  Hutton  &  Co.  N.V. 

Limited  _  Girozentrale  —  Limited 

Istituto  Bancario  San  Paolo  di  Torino  Kleinwort,  Benson  Kredietbank  S.A.  Luxembourgeoise 

Limited 

Kuwait  Foreign  Trading  Contracting  &  Investment  Co.  (S.A.K.)  Kuwait  International  Finance  Co.  (S.A.K.) 

Kuwait  Ifiternational  Investment  Company  (S  A.K.)  Kuwait  Investment  Company  (S.A.K.)  Loeb,  Rhoades  &  Co. 

B.  Metzler  seel.  Sohn  &  Co. 


London  Multinational  Bank 
(Underwriters)  Limited 

Nederlandse  Credietbank  N.V. 


Samuel  Montagu  &  Co.  Morgan  Grenfell  &  Co. 

Limited  Limited 

Neue  Bank  The  Nikko  Securities  Co.,  (Europe)  Ltd.  Nomura  Europe  N.V. 


Norddeutsche  Landesbank 

Girozentrale 
Rothschild  Bank  AG 


Sal.  Oppenheim  jr.  &  Cie. 


Shields  Model  Roland 
Incorporated 

Societe  Privee  de  Gestion  Financiere 


Orion  Bank 
Limited 

N.  M.  Rothschild  &  Sons 
Limited 

Societe  Bancaire  Barclays  (Overseas)  Ltd. 


Pierson,  Heldring  &  Pierson  N.V 
Saudi  Arabian  Investment  Company  Inc. 


PKbanken 


Scandinavian  Bank 
Limited 
Societe  Generate  Societe  Generate  de  Banque  S.A. 


Strauss,  TurnbuII  &  Co. 


Sumitomo  White  Weld 
Limited 
Union  de  Banques  Arat)es  et  Frangaises  —  U.B.A.F.        Unione  di  Banche  Arabe  ed  Europee  (Italia)  S.p.A. 


J.  Vontobel  &  Co. 

Weisscredit  Trade  and  Investment  Bank 


M.  M.  Warburg-Brinckmann,  Wirtz  &  Co. 

Westdeutsche  Landesbank 
Girozentrale 


Svenska  Handelsbanken 

Vereins-  und  Westbank 
Aktiengesellschaft 

S.  G.  Warburg  &  Co.  Ltd. 
Williams,  Glyn  &  Co. 


Wood  Gundy 
Limited 


Yamaichi  International  (Europe) 
Limited 


in  technology  simplicity  is 
the  ultimate  sophistication, 


Most  modem  technology  is  allowed  to  become  vastly 
complicated  and  enormously  expensive.  Cost  overruns  and 
delays  are  too  often  accepted  as  unavoidable. 

Northrop,  however,  has  achieved  an  enviable  record 
of  production  that  is  on  time,  on  cost,  with  performance 
as  promised. 

In  every  part  of  our  business— aircraft,  electronics, 
communications,  construction,  and  services—  we  have 
found  that  simplification  leads  to  successful  management 
of  technology. 


NORTHROP 


NORTHROP  CORPORATION.  1800  CENTURY  PARK  EAST  LOS  ANGELES,  CALIFORNIA  90067,  USA 
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Money  And  Investments 


Venture  Capita 


How  Taxes  Tilt  Risk 


By  Thomas  P.  Murphy 


utting  it  bluntiy,  some  affluent 
investors  are  beginning  to  wonder  if 
risk-taking  makes  sense  any  longer  in 
America.  While  they  are  currently  in- 
spired by  the  fine  rhetoric  about  free 
enterprise,  what  candidates  say  in 
September  and  tax  collectors  do  in 
April  are  different  matters. 

It  is,  alas,  tax  collectors  who  have 
the  last  word. 

This  soul-searching  comes  about 
tardily.  Federal  long-term  capital 
gains  taxes  were  increased  in  1969, 
but  the  implications  are  just  sinking 
in.  They  are  darkening  the  otherwise 
joyous  realization  that  real  capital 
gains  are  once  again  in  the  offing. 

The  federal  tax  on  long-term  capi- 
tal gains  was  raised  from  25%  to  35% 
for  all  gains  over  $50,000;  meantime 
still  more  states  and  cities  joined  the 
race  to  levy  taxes  on  gains.  As  things 
stand  now,  43  states  tax  them.*  The 
Federal  Government  added  another— 
a  tax  on  tax  preference  income,  which 
will  be  greatly  stiffened  if  the  1976 
"reform"  bill  passes. 

Is  It  Worth  It? 

To  illustrate  what  the  cumulative 
effect  of  these  taxes  already  means  to 
high-income,  high-risk  investors,  John 
French,  a  venture  capitalist  who  runs 
Research  &  Science  Investors  in  New 
York,  cites  some  aftertax  results  to  a 
hypothetical  investor.  In  French's  ex- 
ample, our  investor  takes  positions  of 
$100,000  in  four  different  companies. 
Three  turn  out  to  be  duds  and  that 
money  is  lost. 

Never  mind.  The  fourth  is  success- 
ful and  our  investor  sells  his  $100,000 

'States  not  taxing  capital  gains:  Florida,  Nevada. 
New  Hampshire,  South  Dakota,  Texas,  Washington 
and  Wyoming. 

Mr.  Murphy  heads  a  venture  capital  firm,  Partner- 
ship Dankist,  Stamford,  Conn. 


position  for  $1  miUion  cash.  All  this 
occurs  over  a  ten-year  period. 

Our  hypothetical  investor  has  it 
made,  right? 

"Wrong,"  says  French.  "The  tax 
collector  has  it  made." 

For  a  New  York  City  resident  the 
piling  up  of  federal,  state  and  city 
taxes  could  easily  take  40%  of  the 
long-term  gain,  and  as  much  as  45%, 
so  this  successful  investor's  real  profit 
after  taxes  (using  the  40%  figure)  is 
$360,000,  or  an  average  return  over 
ten  years  of  $36,000  a  year  on  a 
$400,000  investment-9%  a  year. 

Still,  that  is  not  terrible. 

"But,"  asks  French,  "was  it  any- 
where close  to  being  worth  the  effort 
and  risk?  After  all,  the  same  capital 
invested  in  tax-free  bonds  at  a  7% 
yield,  and  compounded,  would  have 
doubled  over  ten  years  to  give  the  in- 
vestor 10%  a  year  on  his  money  with- 
out much  risk  or  trouble." 

Since  John  French  is  not  the  sort 
of  fellow  who  would  actually  invest 
in  municipal  bonds,  his  personal  re- 
sponse has  been  to  raise  money  in 
Europe  for  his  latest  venture  capital 
funds.  "The  Europeans,"  he  notes, 
"pay  no  capital  gains  tax  here  and 
little  or  none  in  their  own  countries. 
For  a  fellow  sitting  in  Frankfurt, 
America  is  the  place  to  be  with  risk 
capital.  It  is  only  Americans  who 
should  not  make  high-risk  invest- 
ments in  America  until  there  is  a 
change  in  the  tax  structure." 

Not  every  investor  agrees  with 
French's  analysis.  Some  point  out  that 
with  tax  planning,  though  a  compli- 
cated matter,  they  could  reduce  the 
40%  bite  in  French's  example  to  35% 
or  less.  Furthermore,  payment  of  the 
taxes  could  be  spread  over  a  period 
of  time  by  selling  on  an  installment 
basis.  French  understands  this  per- 
fectly well,  but  takes  the  view  that, 
when  considering  alternative  uses  of 
capital,  the  investor  should  consider 
pure  result  and  not  what  is  subse- 
quently done  with  it. 

Other  investors  are  simply  becom- 
ing reluctant  to  sell.  They,  in  effect, 
have  decided  to  sit  tight  with  (he  in- 


vestments they  have  (no  tax  liability 
for  doing  that)  and  take  money  out 
of  companies  they  own  in  the  form 
of  salaries  or  fees.  The  maximum  tax 
liability  for  this  earned  income  is  50%. 
(Unless  they  get  around  to  scratching 
that  one,  too. ) 

Finally,  with  more  confidence  in 
the  economy,  some  investors  wonder 
if  the  all-cash  deals  they  thought  they 
wanted  really  make  that  much  sense 
today.  They  are  looking  at  "paper" 
deals  again.  There  is  good  "paper"  as 
well  as  the  Chinese  paper  that  traded 
as  reality  in  the  booming  late  1960s. 
Selling  a  small  company  to  a  big  one 
and  accepting  stock  in  the  acquiring 
business  instead  of  cash  at  least 
leaves  the  investor  with  the  option  of 
realizing  the  capital  gain  at  his  con- 
venience. There  is  vulnerability,  the 
new  stock  could  go  down,  but  is  it 
greater  than  the  inevitable  35%  to  45% 
long-term  capital  gains  taxes? 

Little  Hope 

"The  irony  of  all  this,"  observes 
Price  Waterhouse  &  Co.'s  tax  policy 
specialist.  Ken  Sanden,  "is  that  capi- 
talist America  has  much  higher  capi- 
tal gains  taxes  than  the  European 
economies  which  we  call  socialistic. 
Our  system,"  he  adds,  "is  heavily  tilted 
against  capital  formation  and  toward 
consumption.  As  a  result,  nearly  tvery 
industrial  economy  outside  of  the 
U.S.  saves  more  of  its  gross  national 
product  than  we  do,  and  grows  faster 
than  we  do." 

Is  there  any  hope  that  this  will  be 
changed? 

The  answer,  at  present,  is  almost 
none,  according  to  Sanden.  The  cur- 
rent tax  "reform"  bill  again  tightens 
capital  gains  taxes  and  gives  a  strong 
wrench  to  tax  preference  income 
taxes.  A  populist  Congress,  if  that  is 
what  we  elect  in  November,  is  un- 
likely to  sympathize  with  the  "rich." 

Meantime,  there  just  isn't  inndi 
fresh  venture  capital  around  for  the 
man  with  an  idea.  Unless,  of  course, 
that  fellow  in  Frankfurt  decides  to 
back  him.    ■ 
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Where  Have  All  The 
Speculators  Gone? 

By  Martin  T.  Sosnoff 


I 


n  the  mid-Sixties  if  an  investment 
man  structured  the  most  conservative 
portfoho  possible  he  probably  put 
half  his  clients'  money  in  triple-A 
bonds  and  the  remainder  in  pubUc 
utilities.  The  consequences  would 
have  been  so  destructive  that  if  today 
we  were  to  adjust  for  the  loss  with 
deflated  dollars  it  would  be  hard  to 
find  much  capital  left  in  the  pot. 
What  was  socially  acceptable  turned 
out  to  be  disastrous.  To  hide  under 
the  structure  of  conservatism  begged 
the  question. 

Speculation  has  now  turned  socially 
unacceptable.  The  irony  is  all  the 
more  biting  as  the  institutional  vmi- 
verse  of  200  or  so  stocks  moves  to- 
ward random-walk  eflBciency  and  the 
remainder  of  the  list  languishes  un- 
touched by  professional  hands.  Faced 
with  an  opportunity  as  well  as  an 
anomaly,  this  magazine's  readership- 
individual  investors,  you  and  I— should 
reflect  on  the  change  in  the  players' 
gamesmanship  and  know  it  is  possible 
to  operate  in  the  gaps  left  by  the  in- 
stitutions' studied  disdain  of  80%  of 
publicly  held  issues. 

Off  The  Beam 

A  few  examples  of  this  polarity  of 
investment '  pursuits  and  imperfect 
perception  vWill  suffice.  Every  quarter 
the  best  institutional  research  houses 
update  their  interim  earnings  projec- 
tions. It  is  amazing  how  far  off  the 
beam  the  estimates  are,  even  for  the 
biggest  and  most  thoroughly  re- 
searched stocks.  General  Motors  and 
Ford  come  in  way  above  the  con- 
sensus, and  du  Pont  and  Kodak  way 
below.  If  thousands  of  analysts  can't 
forecast  earnings  power  with  any  ac- 
curacy quarter-to-quarter  for  the 
more   stable   corporate   empires,   you 

A  guest  columnist,  Mr.  Sosnoff  is  chairman  of 
Atalanta   Capital   Corp.,   New  York. 


can  imagine  how  far  off  base  they  can 
be  when  it  comes  to  situations  nobody 
follows  closely. 

Some  months  ago  I  wrote  that  the 
future  belonged  to  the  nondurables 
growth  sector  and  the  countercyclical 
goods  like  instrrance  issues  and  utili- 
ties; to  the  cosmetics,  soft  drinks  and 
food  stocks  that  nobody  had  accumu- 
lated in  the  scramble  for  the  smoke- 
stacks. The  accumulation  of  basic  in- 
dustrials is  just  about  over;  every- 
one owns  as  much  U.S.  Steel  and 
General  Motors  as  he  feels  he  needs. 

Knowledge  Gap 

The  fire  and  casualty  insurance  in- 
dustry represents  a  major  investment 
opportunity,  and  until  recently  the 
professionals  have  turned  their  noses 
up.  This  is  a  good  illustration  of  the 
knowledge  gaps  that  persist  on  Wall 
Street  despite  the  army  of  analysts. 
Why  should  analysts  have  foreseen 
the  bloodbath  this  industry  sustained 
in  1974-75  if  even  the  managements 
couldn't  react  fast  enough  to  the  infla- 
tion-accelerated cost  of  claims?  No 
more  than  a  month  ago.  Government 
Employees  Insiuance  Co.  (Geico) 
faced  the  spectre  of  insolvency,  and 
institutional  investors  disgorged  mil- 
hons  of  shares  of  this  battered  but  still 
breathing  octopus.  In  fear  of  criticism 
of  their  inventory,  some  of  the  marble- 
pillared  institutions  took  $2.50  for 
their  stock  which  a  few  years  ago  was 
ranked  as  a  Brahmin  and  sold  at  30 
times  earnings. 

Just  as  the  analysts  slept  while  the 
industry  imderwrote  itself  to  the  point 
of  extinction,  they  have  grossly  un- 
derestimated the  earnings  turnaround 
that  has  begim.  Simply,  the  accumu- 
lated rate  increases  last  year  and  in 
1976  are  so  substantial  that  even 
Geico  should  make  serious  money  on 
its  present  book  of  business.  Unless 
inflation  goes  through  the  roof,  the 
imderwriting  cycle  shotild  last  for 
several  years.  Earnings  in  1977  and 
1978  should  be  enormous. 

Another  example  is  notable  ii  only 
to  show  that  the  last  may  be  first. 


but  only  after  a  big  struggle,  to  be 
sure.  Just  recently  Abe  Briloff,  writ- 
ing in  Barron's,  took  to  task  once 
again  the  Rehance  Group,  suggesting 
that  the  holding  company  was  several 
feet  under  water  in  its  balance  sheet 
and  suffocating  in  prodigal  debt.  No 
mention  was  made  of  the  realizable 
assets  of  Reliance  Insurance  Go.— its 
very  substantial  cash  flow,  invest- 
ment income  and  latent  earnings  pow- 
er if  underwriting  were  to  turn  prof- 
itable. Next  year  Rehance's  investment 
income  could  approach  $9  a  share, 
and  the  holding  company's  earnings 
may  surprise  everyone— this  time  on 
the  up  side. 

Nobody  takes  the  trouble  to  ana- 
lyze Rehance  anymore.  The  insvirance 
analysts  are  even  too  timid  to  include 
it  in  their  coverage.  The  stock  has 
already  tripled  from  its  low  of  $5 
earher  this  year.  How  many  stocks 
have  tripled  since  January?  Somebody 
bought  this  one  and  Geico  at  two 
bucks  and  change.  (Geico  doubled  in 
price  last  month.)  It  must  be  individ- 
uals who  have  no  board  of  overseers 
to  report  to— only  themselves  and  their 
wives,  perhaps— the  kind  of  simple 
folk  who  log  the  buy  slips  in  the  neat 
folders  that  the  brokers  mail  to  ch- 
ents  at  year-end. 

Ossified 

The  institutional  universe  is  so  con- 
strained by  its  own  well-documented 
nonperformance  during  the  past  de- 
cade that  it  has  imcorered  by  default 
a  major  field  for  those  who  can  afford 
to  speculate.  The  Employee  Retire- 
ment Income  Security  Act  has  tight- 
ened the  knot  and  has  serious  impU- 
cations  for  the  country's  growth.  For 
it  will  further  the  ossification  of  invest- 
ment thinking  and  deny  capital  to  all 
the  have-nots.  Reliance  Group  last 
month  was  able  to  raise  $50  milhon 
in  the  wake  of  Briloff's  obituary 
through  the  sheer  muscle  of  its  under- 
wTiters.  Geico  needs  money,  too.  How 
many  others  wfll  be  able  to  hve  down 
their  histories  and  be  fluoroscoped 
efficiently  in  the  marketplace?  ■ 
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The  Surprising 

No-Surprises 

Loan 

Now  you  may  borrow  from  $2,000 
to  $15,000  by  mail— with  abso- 
lutely no  surprises: 

•  no  penalty  for  prepayment 

•  no  fees  or  commissions 

•  no  balloon  payment 

•  no  real  property  or  car 
as  security 

If  you  earn  $20,000  a  year  or 
more,  borrow  in  complete  pri- 
vacy from  Dial  Financial  Corpo- 
ration. Founded  in  1897.  Listed 
on  the  New  York  Stock  Ex- 
change. For  full  details,  call  us 
collect  at  (714)  835-4774.  Or 
write  P.J.  Pattee  at  the  address 
below. 


# 


Dial  Financial 
Corporation 


Dial  Financial  Corporation  Dept.  6462 
Executive/Professional  Loan  Division 
1505  E.  17fh  St.,  Suite  214 
Santa  Ana,  California  92701 


Name. 


Address- 
City 


-State- 


.Zip_ 


WHAT    IS    HARDER 
THAN    A    DIAMOND? 


OBTAINING   MORE   MONEY   FOR   YOUR 
JEWELRY   AND   PRECIOUS   STONES. 


BUYERS 
OF  ALL 
JEWELRY 
SINCE   1899 


from 
Individuals, 
Collections, 
and  Estates. 


7  East  48  Strcef/New  York,  NY.  10017/212-755-0601 

(West  Coast)  Kozanjlan  Bros.,  332  N.   Rodeo  Dr. 

Beverly   Hills,   Calif. /21  3-272-0616 


IF  YOU  OWN 


SeOTCH  WHISKY 

AND  WANT  TO  SELL 

WE  ARE  BUYERS  •  FREE  APPRAISAL 
For  your  Free  Appraisal  WRITE  giving 
quantity,  age,  type,  distillery  and  name. 
You  will  receive  a  prompt  written  reply. 


lUU 

i 


M.  NEWBALL,  Dept  F69, 
NEWMAR  TRADING  CORP 
342  Madison  Avenue,  NY.  10017 
212/682-3383 


Money  And  Investments 


Dog?  Or  Tail? 


By  Peter  Way 


I 


s  the  option  tail  beginning  to  wag 
the  stock  market  dog? 

Trading  in  hsted  options  now  regu- 
larly involves  about  half  as  many 
shares  as  are  traded  daily  on  the  New 
York  Stock  Exchange— sometimes  as 
high  as  90%.  You  can  no  longer  regard 
options  as  a  sideshow.  The  time  is 
fast  approaching  when  options  trad- 
ing will  regularly  outpace  stock  trans- 
action volume.  Recent  reports  of  pub- 
licly held  brokerage  firms  show  that  a 
full  25%  of  their  commission  income 
comes  from  hsted  options  trading. 

The  180  companies  with  listed  op- 
tions include  names  familiar  to  Wall 
Street  and  Main  Street:  IBM,  Kodak, 
Polaroid,  Xerox,  Disney.  In  these  par- 
ticular issues,  more  shares  already 
find  buyers  and  sellers  daily  in  the 
options  markets  than  on  the  exchange. 
Which  transaction  sets  the  price— in 
options  or  in  shares? 

The  two  markets  are  not  indepen- 
dent. Floor  traders  on  each  exchange 
continuously  watch  the  price  quotes 
from  the  other  market.  At  several  ma- 
jor brokerage  firms  that  are  active  in 
institutional  block  trading  of  stocks, 
teams  of  arbitrageurs  constantly  mon- 
itor the  screens  of  quote  machines. 
When  the  price  of,  say,  Teledyne 
options  gets  too  high  in  relation  to 
the  stock's  price,  orders  quickly  go 
to  the  firm's  floor  men  to  concurrent- 
ly sell  the  options  and  buy  the  stock. 
Profits  from  the  transaction  come  from 
changes  in  the  "spread"  of  prices  be- 
tween the  two  positions.  Minutes  lat- 
er a  nearly  opposite  transaction  may 
take  place  if  the  spread  gets  out  of 
line  the  other  way.  All  this  activity 
ensures  that  any  buy  or  sell  pressure 
in  the  options  markets  is  efficiently 
transmitted  to  the  stock  market. 

There  are  other,  less  obvious,  con- 
nections between  options  trading  and 

Mr.  Way  is  president  of  Peter  Way  Associates, 
financial  analysis  systems  consultants. 


stock  prices.  An  easy  one  to  unde 
stand  comes  from  the  actions  of  wri 
ers  of  call  options. 

Suppose  you  are  attracted  to  tl 
idea  of  writing  an  April  option 
Monsanto,  exercisable  at  90,  becau: 
the  contract  price  received  plus  tl 
dividend  on  the  stock  add  up  to  a  ve) 
attractive  yield.  Say  this  is  better  thf 
you  can  do  with  your  present  holdii 
of  Shell  Oil.  So  you  sell  the  Shell  ar 
buy  Monsanto  in  order  to  write  o 
tions  against  it.  The  demand  for  (ai 
perhaps  the  price  of)  Monsanto  h 
been  increased  by  your  actions,  whi 
the  demand  for  Shell  (and  perha 
its  price )  has  been  reduced. 

Is  this  a  significant  influence  < 
stock  prices?  It  certainly  may  I: 
About  20%  of  options  volume  com 
from  new  contracts  being  written;  t' 
other  80%  of  trades  are  in  contrac 
already  in  existence.  If  all  new  co 
tracts  were  written  by  investors  wl 
had  to  buy  the  stock  to  take  the  o 
tion  position,  their  buying  wou 
have  been  more  than  20%  of  NYJ 
volume  on  several  days  this  year. 

At  the  institutional  level,  the  ava 
abihty  of  listed  options  is  having 
eff^ect  on  block  trading  styles.  Wh 
a  bank,  insurance  company  or  muti 
fund  wants  to  buy  a  sizable  amou 
of  stock,  the  brokerage  firm  putti 
the  deal  together  may  not  be  able 
find  enough  willing  sellers  at  the  tin 
The  firm  will  normally  short  sell  t 
balance  of  the  needed  stock  from 
own  account,  intending  to  buy  it  ba 
as   the   market   progresses,    hopefu 
at  the  same  or  lower  price.  In  su 
trades,  protection  against  rising  m, 
ket   prices   can    be   provided   for  t 
short  sale  by  buying  "insurance 
the  form  of  calls  on  the  stock.  Sin 
the  broker  has  reduced  his   risk 
buying  options,  he  can  agree  to  tra 
the  block  at  a  lower  selling  price. 

It  is  clear  that  a  new  force  in  t 
securities  markets  has  emerged.  T^ 
is  still  a  new  market  and  even  the  i 
perts  are  continuing  to  learn, 
you  ever  buy  or  sell  options 
their  active  existence  is  having 
feet  on  your  stock  investments 
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_    How  Del  Monte 
increased  sales  In 
the  Wesfs  toughest  market. 

(Another  Combined  Communications  Corporation  success  story.) 


There's  one  simple  rule  in  the  food  business: 
If  they  can't  find  you,  they  can't  buy  you. 

The  best  food  product,  priced  right,  and 
backed  by  the  best  advertising  in  the  world,  will 
fall  flat  on  its  face  if  it  gets  buried  on  the  wrong 
supermarket  shelf. 

Last  year  Del  Monte  had  that  problem  in 
Southern  California.  Their  pickles  had  good  dis- 
tribution, but  poor  shelf  position  and  inadequate 
facings. 

They  came  to  PIA,  Combined  Communica- 
tions' supermarket  merchandising  service.  PIA 
assists  manufacturers  at  the  all-important  store 
level.  Our  people  physically  get  the  product  out 
of  the  storeroom  and  onto  the  shelf.  Develop 
and  maintain  maximum  facings.  Upgrade  shelf 
position.  Rotate  and  restock  product.  And  set  up 
point-of-purchase  materials.  A  total,  coordinated 
merchandising  service. 

The  results:  In  12  months  Del  Monte's  case 
sales  were  up  18%  and  distribution  climbed  from 
90  to  92%. 


PIA  is  one  important  part  of  Combined  Com- 
munications Corporation.  We  also  own  and  oper- 
ate television  stations,  radio  stations,  a  big  city 
newspaper  and  a  number  of  outdoor  advertising 
companies.  Our  business  is  helping  companies 
like  Del  Monte  move  their  products  and  services 
on  a  local,  regional  and  national  basis. 

Their  success  means  our  success.  Last  year 
CCC  sales  were  up  34%  to  $151  million.  Our  prof- 
its have  been  up  every  year  since  our  formation 
eight  years  ago.  1976  will  be  a  very  good  year. 
So  will  1977.  And  1978. 

Our  only  business  is  selling  (through  adver- 
tising and  merchandising)  the  goods  and  services 
of  others. 

And  we're  good  salesmen. 

If  you  would  like  to  know  more  about  us  and 
receive  our  most  recent  Annual  Report,  Form  10-K 
and  quarterly  reports,  write  to  Ray  Cox,  Vice 
President  Corporate  Relations,  RO.  Box  25518, 
Phoenix,  Arizona  85002.  Our  symbol  on  the  New 
York  Stock  Exchange  is  CCA. 


Combined  Communications  Corporation 


COMMUNICATING  WITH  PEOPLE 


•II  TELEVISION  -  WXIATV 
•MABC)  Atlanta  KBTV-TV 
(ABC)  Denver  WPTA-TV 
(ABC)  Fort  Wayne  KARK-TV 
)  Little  Rock  WLKY-TV  (ABC) 
_^  svjile  KOCO-TV  (ABC)  Oklahoma 
t).  KTAR-TV  (NBC)  Phoenix 


Uilljljljllll RADIO  -  WSAI-AM & FM 
□  Cincinnati.  WWDJ-AM 

U]\\\    III    Hackensack.  KIIS-AM& 

*•* "  FM  Los  Angeles  KBBC- 

FM  Phoenix.  KTAR-AM  Phoenix 
KEZL-FM  San  DIeeo  MUZAK  Arizona 


n  r 


OUTDOOR  -  Eller  Outdoor  Adver- 
tising Companies  of  Arizona, 
California,  Colorado,  Flint/Grand 
Rapids,  Kansas  City,  Michigan, 
St  Louis,  Texas  Pacific  Outdoor  Advertising  Com- 
pany, Los  Angeles  and  Southern  California.  Claude 
Neon  Industries  Limited,  Canada. 


Claude  Neon  Industries  Limited, 
Canada.  Tennessee  Continental 
Corporation  (TENCON),  Center- 
ville,  Tennessee. 


Jtl    news~ 


NEWSPAPERS  - 

The  Cincinnati  Enquirer 

SUPERMARKET  MER- 
CHANDISING -  PIA 

Merchandising  Company, 
throughout  California 
Arizona  and  Nevada 
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Among  institutional  holders  of  com- 

puter 

Directions    Advisors    of 

Silver 

relative 

to    the    total    capitaUzation. 

mon  stocks,   bank  trust   departments 

Spring,    Md., 

it   Usts 

50    companies 

Interesting  point: 

The  stocks  listed 

loom  by  far  the  largest.  TTie  banks 

where  banks  hold  27% 

or  more 

of  the 

here  carry  an  average  price/ earnings 

themselves  do  not,  of  course,  own  the 

outstanding    shares— and    where    the< 

ratio  of  15  at  a  time  when  the  aver- 

shares; they  simply  hold  them  for  pen- 

bank 

holdings 

are  worth  $50  million 

age  Dow  Jones  stock  bears  a  P/E  of 

sion   funds,    individuals    and   estates. 

or  more.   The 

list   omits   such 

giant 

just    11. 

This    tells    us 

two    things: 

But  which  stocks  the  banks  buy  is 

bank 

holdings 

as  International 

Busi- 

Banks    Hke    high-quality 

stocks    and 

important.    Consider   the   list   below. 

ness 

Machines     because,     although 

bank    buying    and 

holding    in    itself 

Based  on  material  prepared  by  Com- 

large, 

the   bank   holdings    are 

smaU 

tends  to 

raise  a  stock's  P/E  ratio.   ■ 

4 

-  6/30/76  - 

^ 

Mkt. 

2nd  Qtr 

Sha 

res 

Value 

Net 

Latest 

Out- 

Bank 

Number 

Purchases 

12-Months 

Price/ 

Held 

standing 

Holdings 

of  Banks 

(Sales) 

Recent 

Earnings     Earnings 

Indicated 

By  Banks 

(mil.) 

(mil.) 

Own 

(mil.) 

Price 

Per  Share 

Ratio 

Dividend 

Kellogg  Co 

58.3% 

74 

$1,101 

38 

$  (0.9) 

253/8 

$  1.65 

15 

$1.00 

AMP  Inc 

45.6 

37 

563 

47 

(2.6) 

33% 

0.96 

35 

0.41 

Vulcan  Materials 

42.0 

11 

96 

8 

0.4 

24y2 

2.89 

8 

1.00 

Harris  Bankcorp 

42.0 

6 

92 

7 

0.7 

36 

4.98 

7 

1.50 

Armstrong  Cork 

41.7 

26 

279 

50 

(6.3) 

26y4 

2.14 

12 

1.00 

Mellon  National 

39.4 

10 

235 

10 

5.2 

553/4 

5.79 

10 

2.60 

|.  C.  Penney 

38.3 

63 

1,265 

106 

12.6 

52 

3.58 

15 

1.28 

A.  H.  Robins 

38.0 

26 

112 

19 

0.9 

lOVa 

1.11 

9 

0.30 

NLT  Corp 

34.8 

35 

236 

47 

(1.9) 

223/8 

2.79 

8 

0.64 

Textron  inc 

34.4 

30 

298 

29 

0.6 

30y2 

2.98 

10 

1.20 

Northwestern  Steel  &  Wire 

34.2 

8 

88 

6 

0 

29% 

2.20 

14 

1.20 

Buriington  Industries 

34.1 

28 

241 

33 

(3.8) 

263/8 

3.29 

8 

1.40 

Consolidated  Freightways 

34.0 

12 

97 

21 

(1.2) 

263/4 

2.63 

10 

0.80 

Carter  Hawley  Hale  Stores 

34.0 

19 

129 

24 

6.3 

19% 

2.13 

9 

0.90 

Southwestern  Life 

33.6 

10 

102 

21 

(0.5) 

31% 

2.88 

11 

1.00 

Schering-Plough 

33.5 

54 

972 

81 

28.3 

53  V4 

2.73 

20 

1.00 

S.  S.  Kresge 

33.5 

121 

1,434 

109 

36.7 

383/4 

1.96 

20 

0.32 

Chubb  Corp 

32.8 

12 

144 

21 

2.2 

40 

2.86 

14 

1.40 

Caterpillar  Tractor 

32.0 

86 

1,670 

84 

33.1 

58V2 

4.97 

12 

1.50 

Federated  Dept  Stores 

31.9 

44 

675 

75 

13.9 

47% 

3.40 

14 

1.36 

H.  J.  Heinz 

31.7 

15 

232 

33 

1.1 

473/4 

4.82 

10 

1.62 

Betz  Labs 

31.7 

8 

91 

12 

(1.2) 

333/4 

1.49 

23 

0.40 

Whiripool 

31.4 

36 

307 

51 

2.1 

253/8 

1.93 

13 

0.80 

American  Express 

31.3 

72 

824 

97 

24.8 

4oy2 

2.35 

17 

0.80 

Alcoa 

31.2 

34 

596 

44 

7.5 

565/8 

2.25 

25 

1.40 

Digital  Equipment 

31.1 

12 

662 

27 

38.5 

I6OV4 

5.94 

27 

none 

Bendix 

30.8 

17 

229 

27 

5.0 

38% 

4.62 

8 

1.72 

Associated  Dry  Goods 

30.7 

14 

127 

25 

2.9 

31 V4 

3.07 

10 

1.50 

V.  F.  Corp 

30.7 

10 

72 

19 

(0.4) 

19y8 

2.87 

7 

1.10 

Ford  Motor 

30.6 

94 

1,690 

78 

48.2 

553/8 

10.61 

5 

3.20 

Gardner-Denver 

30.2 

19 

158 

35 

5.2 

23% 

1.41 

17 

0.76 

G.  D.  Searie 

30.2 

52 

236 

40 

(1.3) 

123/4 

1.47 

9 

0.52 

Northwest  Bancorp 

30.1 

12 

190 

30 

0.7 

493/8 

4.98 

10 

1.80 

Dayton  Hudson 

30.0 

9 

90 

19 

0.9 

31  y2 

3.53 

9 

1.00 

Chesebrough-Pond's 

29.7 

32 

274 

41 

2.9 

28 

1.60 

18 

0.76 

Marsh  &  McLennan 

29.3 

13 

227 

33 

(6.0) 

54y4 

3.13 

17 

2.00 

TRW 

29.1 

27 

302 

36 

6.2 

35y4 

3.78 

9 

1.40 

Upjohn 

28.9 

30 

364 

45 

4.8 

443/8 

2.51 

18 

0.96 

Square  D 

28.4 

24 

185 

39 

(3.9) 

27  V* 

1.76 

15 

1.10 

Merck  &  Co 

28.4 

75 

1,542 
228 

109 
31 

10.9 
(10.3) 

73 

3.24 

23 

1.40 

Lubrizol 

28.1 

20 

393/4 

2.27 

18 

1.10 

FMC 

27.9 

32 

229 

42 

12.0 

23% 

1.70 

14 

1.00 

Motorola 

27.9 

28 

447 

37 

1.7 

53V8 

2.15 

25 

0.70 

Eli  Lilly 

27.8 

69 

1,016 

65 

(5.7) 

545/8 

2.67 

20 

1.30 

American  Home  Prods 

27.7 

157 

1,491 

140 

2.8 

33% 

1.67 

20 

1.00 

General  Reinsurance 

27.6 

5 

248 

17 

(7.0) 

178 

8.03 

22 

0.40 

Heublein 

27.4 

22 

291 

36 

5.3 

50% 

3.39 

15 

1.20 

H.  F.  Ahmanson 

27.4 

23 

77 

7 

(0.6) 

13% 

2.28 

6 

0.22 

Texas  Instruments 

27.3 

23 

799 

40 

4.6 

i08y2 

3.52 

31 

1.00 

Central  &  South  West 

27.3 

51 

203 

92 

3.7 

15% 

1.65 

10 

1.20 

Average  P/E 15                             ] 

t. 
I 


!> 
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Which  of  YQUR  stocks  are 
now  working  AGAINST  you  ? 


jst  for  example,  Value  Line  currently  rates 
ALF  this  "portfolio"  as  likely  to  give  worse- 
lan-average  price  performance  in  the  year 
head.  (Value  Line  Investment  Survey  July 
0,  1976.)  Which  five  stocks  do  you  think 
lay  be  the  "enemies  within"? 

AMERICAN  BRANDS 
AMER.  TEL.  &  TEL. 
DR  PEPPER 
EASTERN  AIR  LINES 
FAIRCHILD  CAMERA 
GULF  OIL 
INLAND  STEEL 
METROMEDIA 
OWENS-CORNING 
RCA  CORP. 

hese  are  all  excellent  companies,  but  don't 
onfuse  a  company  with  its  stock.  If  five  of  tha 
tocks  were  liquidated,  we'd  give  this  "port- 
)lio"  a  much  bigger  chance  of  achieving  bet- 
;r  than  average  performance  in  the  next  12 
lonths. 

If  you  have  trouble  sorting  out  the  potential 
drag-down"  stocks  in  the  list  above,  it  may  be 
ven  tougher  with  your  own  portfolio,  where 
;al  dollars— and  possibly  your  emotions  too— 
re  involved. 

Yet  identifying  stocks  which  may  be  work- 
ig  against  you  is  no  less  important  than  pin- 
ointing  those  which  may  work  most  strongly 
X  you.  And  you  need  to  be  able  to  do  this  on 
continually  current  basis.  Here's  how  Value 
ine  helps: 

[ANKING  1600  STOCKS 

very  week  of  the  year,  The  Value  Line  Invest- 
lent  Survey,  using  computer-based  programs 
eveioped  over  years  of  testing,  ranks  1600 
tocks— each  relative  to  all  the  others— for 
robable  Market  Performance  in  the  Next  12 
lonttis,  as  follows: 

100  of  the  1600  stocks  are  ranked  1  (Highest) 
300ofthel600are  ranked  2 

(Above  Average) 
800 are  ranked  3  (Average) 
300 are  ranked  4  (Below  Average) 
1 00  a  re  ra  n  ked  5  ( Lowest) 
he  ranks  are  designed  to  measure  probabili- 
es.  We  expect  higher-ranked  stocks  to  go  up 
lore  in  a  rising  market— or  down  less  in  a 
larket  drop— than  lower-ranked  stocks.  And 
onversely . . . 
We  expect  the  400  stocks  ranked  4  or  5  for 
Performance  to  go  DOWN  f^ORE  or  UP 
LESS  than  alUthe  rest  of  the  1200  stocks 
within  the  12.:months  immediately  ahead. 
he  presence  of  any  of  these  low-ranked  stocks 
1  your  portfolio  will  probably  do  some  damage 
3  your  overall  results  in  the  next  12  months. 
/e  urge  you  to  check  your  holdings  at  once 
gainst  Value  Line's  current  Performance 
3nks  for  1600  stocks.  A  quick  and  easy  way 
D  do  this  is  given  below. 

aETTING  BETTER  ODDS 

ote;  Not  every  stock  will  always  perform  in 
ccordance  with  its  rank.  But  it  is  a  fact 
[lat  favorably  ranked  stocks,  as  a  group, 
ave  outperformed  poorly  ranked  stocks 
jith  remarkable  consistency  since  the 
jnkmg  system  was  introduced  in  1965. 

Ihite  past  performance  can  never 
jarantee  future  success,  this  record  of 
lore  than  a  decade  of  successful  dis- 
'imination  strongly  suggests  that  you  can 


tilt  the  investment  probabilities  in  your 
favor  by  using  the  Value  Line  ranks. 

Even  if  your  primary  objective  is  yield,  or 
safety,  or  long-term  appreciation,  we  suggest 
you  stay  away  from  stocks  ranked  4  or  5  by 
Value  Line  for  next-12-months  Performance. 
You  do  not  have  to  settle  for  below-average  12- 
month  price  prospects  to  get  good  yield  and 
safety  and  long  term  potential  which  are  other 
attributes  that  Value  Line  also  evaluates  for 
you  systematically  every  week.  Indeed,  we  sug- 
gest that  all  investors,  as  far  as' possible,  stick 
with  stocks  ranked  1  or  2  for  Performance  in 
the  next  12  months. 
UPDATED  EVERY  WEEK 
Every  week— for  EACH  of  1600  stocks— The 
Value  Line  Investment  Survey  in  its  Summary 
of  Advices  and  Index  presents  the  up-to-date... 

a)  Rank  for  Relative  Probable  Price  Perform- 
ance in  the  Next  12  Months— ranging  from 
1  (Highest)  down  to  5  (Lowest). 

b)  Rank  for  Investment  Safety  (from  1  down 
to  5). 

c)  Estimated  Yield  in  the  Next  12  Months— 
(100  stocks  offer  yields  of  8.6%  and 
up— Value  Line  July  30.) 

d) Estimated  Appreciation  Potential  in  the 
Next  3  to  5  years — showing  the  future 
"target"  price  range  and  the  percentage 
price  change  indicated.  (100  stocks  are 
in  the  230%  to  515%  range— Value  Line 
July  30.) 

e)  Current  price  and  P/E,  plus  estimated  an- 
nual earnings  and  dividends  in  current  12 
months. 

f)  The  stock's  Beta. 

g)  Very  latest  available  quarterly  earnings  re- 
sults and  dividends,  together  with  year- 
earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is  the  sub- 
ject of  a  comprehensive  new  full-page  Rating 
&  Report  at  least  once  every  three  months— 
including  23  series  of  vital  financial  and  oper- 
ating statistics  going  back  10  years  and  esti- 
mated 3  to  5  years  into  the  future. 

SPECIAL  OFFER 

If  no  member  of  your  household  has  had  a 
subscription  to  Value  Line  in  the  last  two 
years  you  can  now  receive  the  complete 
Value  Line  Investment  Survey  for  the  next 
10  weeks  for  only  $29  (about  half  the  regu- 
lar rate).  We  make  this  special  offer  be- 


cause we  have  found  that  a  high  percentage 
of  those  who  once  try  Value  Line  for  a  short 
period  stay  with  it  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  provide 
this  service  for  far  less  than  would  have  to 
be  charged  to  a  smaller  number  of  sub- 
scribers. Your  trial  will  include  all  of  the 
following: 

EVERY  WEEK  a  new  SUMMARY  OF  AD- 
VICES section  (24  pages) . . .  showing  the 
current  ratings  of  1600  stocks  for  future  rela- 
tive Price  Performance  and  Safety— together 
with  their  Estimated  Yields  and  the  latest  earn- 
ings, dividends  and  P/  E  data. 
EVERY  WEEK  a  new  RATINGS  &  REPORTS 
section  (144  pages) . . .  with  full-page  analy- 
ses of  about  125  stocks.  During  the  course  of 
every  13  weeks,  new  full  page  reports  like  this 
are  issued  on  all  1600  stocks,  replacing  and 
updating  the  previous  reports.  (It  takes  but  a 
minute  a  week  to  file  the  new  reports  in  your 
Value  Line  binder.) 

EVERY  WEEK  a  new  SELECTION  &  OPINION 
section  (8  pages) . . .  with  a  detailed 
analysis  of  an  Especially  Recommended 
Stock  for  appreciation  and  another  for  in- 
come—plus a  wealth  of  investment 
background  including  the  Value  Line  Com- 
posite Average  of  more  than  1600  stocks. 

PLUS  THIS  $45 
BONUS  .  .  .  Value 
Line's  complete 
1900-page  Inves- 
tors Reference 
Service  (sold  sep- 
arately for  $45), 
with  our  latest  full- 
page  reports  on  all 
stocks  under  re- 
view—  fully  in- 
dexed for  your  im- 
mediate reference. 
AND  THIS  BONUS,  TOO  . . .  the  64  page 
booklet,  "Investing  in  Common  Stocks,"  which 
contains  a  wealth  of  information  on  security 
analysis  and  portfolio  management. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special  offer. 
If  you  are  not  completely  satisfied  with  The 
Value  Line  Investment  Survey,  just  return  the 
material  you  have  received  within  30  days  for 
a  full  refund  of  your  subscription. 

To  accept  this  invitation,  simply  fill  in  and 
mail  the  attached  coupon  tcday. 


The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO., INC.*  5  EAST  44th  STREET*  NEW  YORK,  N.Y.  10017 


D  Begin  my  special  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  Investors 
Reference  Service  and  the  booklet  "Investing 
in  Common  Stocks"  as  bonuses.  My  check  or 
money  order  for  $29  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by  payment.) 

D  I  prefer  one  year  (52  weeks)  of  Value  Line,  plus 
the  bonus.  Investors  Reference  Service  and  the 
booklet,  "Investing  in  Common  Stocks"  for 
$285.  (There  are  no  restrictions  with  this 
offer.) 

O  Payment  enclosed      D  Bill  me  for  $285 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may 
return  the  material  within  30  days  for  a  full  refund  of 
the  fee  I  have  paid. 


416K15 


SIGNATURE 


NAME  (please  print  I 


ADDRESS 


APT.  NO 


CITY 


STATE 


ZIP 


Not  assignable  without  subscriber's  consent.  Foreign 
rates  on  request.  Subscription  fees  are  fully  tax- 
deductible.  (NY  residents  add  applicable  sales  tax.) 


Money  And  Investments 


Stock  Trends 


Remember  Scarlett  O^Hara? 


By  Benjamin  V.  Wright  Jr. 


^/ompounded  6%  interest  will  dou- 
ble capital  in  12  years.  But  do  you 
realize  that  6%  inflation  will  erode 
purchasing  power  by  half  in  12 
years?  The  same  compound  interest 
table  that  works  for  savings  unhappi- 
ly works  for  inflation  too. 

This  is  a  good  time  to  remember 
this  shattering  fact,  because  most  of 
us  are  becoming  rather  sanguine  about 
inflation.  It  is  down  to  6%.  Down,  yes, 
but  still  iiinning  at  a  rate  that  is  ex- 
tremely dangerous  to  investors. 

Take  a  1967  dollar.  By  the  end  of 
1975  it  was  "worth"  57.2  cents.  A 
level  6%  inflation  rate  will  cut  that 
57.2-cent  dollar  to  28.6  cents  in  12 
years.  This  means  someone  living  on 
dividend  income  wfll  need  to  have 
twice  as  much  dividend  income  12 
years  from  now  as  today.  That  is  as- 
suming inflation  remains  as  low  as  6%. 

Solid  Value 

The  investor  looks  mostly  to  ex- 
perience in  making  his  decisions. 
Forecasts  and  projections  do  play  a 
part,  but  experience  is  the  founda- 
tion. While  our  personal  investing  ex- 
perience in  an  inflationary  environ- 
ment is  limited,  there  is  some  experi- 
ence we  can  use.  We  can  see  the  re- 
cent English  experience  in  which  the 
external  value  of  the  currency  de- 
clined by  a  third  from  January  1975 
while  the  pound  sterling  price  of  cop- 
per wirebar,  which  was  available  to 
the  British  to  buy,  increased  over  50%. 
This  gives  us  a  clue:  Whatever  may 
be  the  ups  and  downs  of  commodi- 
ties, they  do  tend  to  hold  their  value 
better  than  paper  money  does. 

Within  this  country's  history  there 
is  one  experience  which  may  be  use- 
ful. When  the  Civfl  War  was  over, 
there   was   no   value   to   Confederate 

Mr.   Wright  is  a  vice   president  of  the   New  York 
Stock  Exchange  firm  of  Shields  Model  Roland. 


currency.  Yet  those  whose  grandpar- 
ents kept  their  capital  in  land  still  had 
a  valuable  asset.  Remember  Scarlett 
O'Hara?  She  was  broke  but  she  still 
had  Tara's  rich  soil. 

What  is  true  of  copper  and  of  land 
is  also  true  of  manufacturing  plants. 
Money  may  lose  its  value,  but  a  plant 
can  produce  the  same  imit  volume  no 
matter  what  happens  to  money.  In 
that  sense  the  plant  keeps  its  value. 

Protecting  Capital 

A  large  investment  in  plant  is  a 
hallmark  of  the  capital-intensive,  the 
smokestack  type  of  corporation.  The 
1973-74  experience  tells  us  to  look  to 
this  type  of  company  for  investments 
to  protect  the  investor's  purchasing 
power.  Among  the  capital-intensive 
companies,  the  raw  material  produc- 
ers was  the  group  that  was  least  af- 
fected by  1973-74  inflation.  The  rea- 
son for  this  immunity  to  inflation  can 
be  easily  shown  by  the  oil  industry. 
Oil  reserves  became  more  valuable 
as  the  price  of  oil  above  ground  in- 
creased. The  individual  owner  of  oil 
reserves  is  better  off  today  than  just 
a  few  years  ago.  Not  so  for  the  filling 
station  operator  whose  investment  is 
mostly  working  capital— i.e.,  cash. 

Thus  there  are  investments  avail- 
able that  promise  to  protect  capital 
even  in  today's  inflationary  environ- 
ment. The  companies  that  are  verita- 
ble storehouses  of  resources,  that  are 
rich  in  physical  assets  will  not  suf- 
fer from  the  inflation  now  common- 
ly expected.  Of  course,  there  are  po- 
litical risks  to  the  shares  of  such 
companies,  but  risks  well  known  tend 
to  be  discounted. 

The  stocks  of  the  following  large 
New  York  Stock  Exchange  compa- 
nies fit  the  requirements. 

Exxon  (52),  the  largest  oil  compa- 
ny in  the  world,  is  also  rich  in  assets 
and  in  management  and  has  a  strong 
balance  sheet.  Earnings  of  $7  per 
share  are  expected  this  year. 

Superior  Oil  (184)  has  concentrat- 
ed on  oil  and  gas  production.  The  re- 
serves make  it  an   interesting  invest- 


ment in  spite  of  an  almost  token  divi- 
dend. Estimated  1976  earnings:  $15. 

International  Minerals  ir  Chemical 
(35)  has  large,  low-cost  phosphor- 
ous reserves  in  operation  in  this  coun- 
try. The  big,  excellent  potash  mine  is 
in  Saskatchewan;  due  to  confiscatory 
taxes  there  it  is  now  earning  httle  if 
anything,  yet  it  has  a  long,  long  life 
ahead.  Earnings  were  $7.75  a  share 
in  the  fiscal  year  ended  June  1976. 
Even  with  a  decline  in  fiscal  1977, 
earnings  are  expected  to  be  $6. 

The  copper  stocks  have  been  lag- 
gards in  earnings  recovery  and  in  mar- 
ket price.  However,  earnings  should 
now  begin  to  reflect  higher  metal 
prices.  Both  Phelps  Dodge  (41)  and 
Kennecott  (29)  are  attractive.  Ex- 
pect 1977  earnings  of  $5  and  $3, 
respectively. 

Paper  And  Steel 

Weyerhaeuser  (43)  has  more  ma- 
ture trees,  harvestable  timber  than 
any  company  in  the  world,  which 
helps  to  explain  the  rich  price/earn- 
ings ratio  (19)  on  expected  earnings 
of  $2.25  in  1976. 

Potlatch's  (56)  timber  value  per 
dollar  of  sales  may  be  even  higher 
than  Weyerhaeuser's;  it  is  expected  to 
earn  $6  in  1976. 

International  Paper  (70)  owns 
more  growing  timber  than  any  other 
corporation.  Earnings  are  expected  to 
be  about  $6.50  this  year. 

Union  Camp  (64)  has  a  strong  tim- 
ber base,  a  superior  record  in  the  in- 
dustry; estimated  1976  earnings:   $6. 

U.S.  Steel  (50)  and  Bethlehem 
(42)  are  rich  in  plant,  raw  materials 
and  balance  sheets.  U.S.  will  prob- 
ably earn  $6  this  year,  more  next; 
Bethlehem  Steel  is  expected  to  earn 
$5.50  in  1976,  with  more  in  1977. 

These  stocks  will  have  their  ups 
and  downs,  but  for  long-term  protec- 
tion against  inflation  they  arc  worth 
buying  and  keeping.  Remember  Scar- 
lett O'Hara  and  her  beloved  planta- 
tion. These  basic  industry  stocks  are 
as  close  to  that  as  the  average  cquit\' 
investor  can  come.   ■ 
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This  transaction  having  been  completed,  this  announcement  appears  as  a  matter  of  record  only. 


September?,  1976 


1,391,897  Shares 


TESORO  PETROLEUM  CORPORATION 


Comnnon  Stock 


The  Issuer  received  gross  proceeds  of  approximately  $19,208,000  upon  ex- 
ercise of  common  stock  purchase  Warrants  which  expired  August  24, 1976 


The  undersigned  initiated  this  transaction,  facilitated  the  exercise  of  the 
Warrants  by  acting  as  Dealer  Manager  for  a  group  of  securities  dealers 
who  solicited  exercises  of  the  Warrants,  purchased  Warrants  in  the  open 
market,  and  distributed  Shares  of  Common  Stock  in  connection  therewith. 


E.  F  Hutton  &  Company  Inc. 


Public  Lottery 
For  Oil  &  Gas 


The  US  Department  of  Interior 
(Bureau  of  Land  Management) 
conducts  a  monthly  lottery  to 
lease  certain  public  lands  for  oil 
and  gas.  Some  of  these  leases 
can  have  a  very  substantial  value 
(up  to  $225,000.00).  GLLC  will 
select  certain  top  tracts  each 
month.  Your  expenses  of  partic- 
ipation are  tax-deductible  as  or- 
dinary business  expenses  (cost: 
$20.00  per  entry).  For  further 
information  on  how  you  can  par- 
ticipate in  these  drawings,  call 
or  write  GLLC  (not  affiliated  with 
the  federal  government  in  any 
way). 


\k  k 


GOVBMMBTT  LEASE  LOTTERY  CORPORATION 

SUITE   2006    TEX  HARVEY  BUILDING 

223  S    COLORADO    MIDLAND,  TEXAS  79701 

(915)  683-1824 


For  people 

who  have  a  thing 

about  golf 


Two  18-hole  golf  courses  (1  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  L 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes,Florida 
33014  or  call  Miami  (305)  821-1150. 


MUiftii  Lakes  inn 

€f  Country  Club 


VENTURE  CAPITAL 

Assistance  for  any  worthwtiiie  projects  over 
$50  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21  A,  6922 
Hollywood  Blvd..  Los  Angeles,  CA  90028 
(213)  463-4841 


Readers  Say 


{Continued  from  page  16) 

or  not  it  is  proper  for  a  fund  to  have 
an  arrangement  of  this  type.  We  told 
the  fund,  in  effect,  that  we  wouldn't 
recommend  any  SEC  action  against 
the  arrangement  it  proposed  imtil  we 
came  up  with  a  position  on  its  legality. 
One  of  the  most  important  questions 
that  must  be  answered  is  whether  in- 
vestors in  the  fund  are  benefited  in 
some  way  by  the  fund  attracting  new 
investors.  One  industry  argument  is 
that  increased  sales,  by  helping  to 
offset  redemptions  and  thereby  en- 
sure a  positive  cash  flow,  gi\'e  port- 
foUo  managers  more  investment  flexi- 
bihty  and  can  thus  lead  to  better  fund 
performance.  We  have  yet  to  decide 
whether  this  argument  is  vaUd. 

—Anne  P.  Jones 

Director, 

Divison  of  Investment  Management 

Securities  &  Exchange  Commission 

Washington,  D.C. 

The  Wages  Of  Revelation 

Sir:  Your  "Wages  of  Sin"  {Fact  «lr 
Comment,  Aug.  15)  was  a  great  shock 
to  me.  I  never  expected  to  find  that 
the  Editor-in-Chief  of  Forbes  would 
brag  about  stealing.  Please  cancel  my 
subscription  immediately. 

—Edward  J.  Seligman 
Broad  Brook,  Conn. 

Sir:  As  an  example  of  parenthood 
-Whew! 

—Carol  F.  Clement 

Rochester,  N.Y. 

Sir:  God  didn't  make  the  feed  com 
"bad."  Your  poor  timing  did.  When 
picked  earlier  in  roastin'  ear  stage,  it 
is  delicious. 

—Edgar  Igleheart  Jr. 
Evansville,  Ind. 

A  Bates  Idea 

Sir:  In  your  article  "The  Affluent 
Activists"  {Aug.  1)  you  credit  Doyle 
Dane  with  the  idea  of  offering  a  Snark 
sailboat  in  exchange  for  KOOL  cou- 
pons. The  idea  was  a  Bates  idea  for 
its  client  KOOL— now  the  No.  Three 
best-seller  among  all  cigarettes.  Doyle 
Dane  simply  sold  us  the  Snarks. 

—Richard  A.R.  Pinkham 

Vice  Chairman  of  the  Board, 

Ted  Bates  &  Co.,  Inc. 

New  York,  N.Y. 

So  What-Somebody  Else  Will  Pay 

Sir:  With  respect  to  your  article 
describing  tax-free  hospital  bonds  as 
"sick  hospital  bonds"  {Sept.  1),  any 
hospital  management  willing  to  pay 
the  malpractice  premium  costs  can 
be   appropriately   insured,    and   a\'oid 


Consecutive  dividend 
paynnents  since  1909. 


DIVIDEND  NOTICE 

A  regular  quarterly  dividend 
at  the  rate  of  50C;  per  com- 
mon share  was  declared 
August  25,  1976  and  will  be 
paid  November  5,  1976  to 
stockholders  of  record  Octo- 
ber 1,  1976. 

Regular  quarterly  dividends 
on  all  preferred  stock  were 
also  declared  payable  Octo- 
ber 1,  1976  to  holders  of 
record  September  3,   1976. 

Mark  W.  Putney 

Senior  Vice  President 

Iowa  Power  and  Light  Compan 

666  Grand  Avenue 

Des  IMoines,  iowa  50303 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  33  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
October  1,  1976  to  share- 
holders of  record  at  the 
close  of  business  Septem- 
ber 10,  1976. 

R.  E.  FONVILLE 

fs.  II       f  Secrefory 

Dallas,  Texas 

August  20,  1976 


Principal  Subtidiariet 

Dallas  Power  &  Light  Company 
Texas  Electric  Service  Compony 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


WE  WANT  TO 
WIPE  OUT 
CANCB? 
IN  YOUR 
UFETIME 


AMERICAN  CANCER  SOCIETY 
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Enter 


Magazine's  provocative  new 


WIN  A  FULL  PAGE  IN  ESQUIRE 

AND  GIVE  3,000,000  FELLOW 

COUNTRYMEN  A  PIECE  OF 

YOUR  MIND! 

Valuable  1/2, 1/3  and  1/6  pages  also 

awarded . . .  PLUS  10,000 
entrants  will  be  immortalized  in  a 
special  winners'  roster  in  Esquire! 

What  kind  of  sweepstakes  prize  do  you  offer  to  the  person 
who  already  has  everything:  wit,  charm,  savoir-faire, 
intellect,  and  a  late-model  car ...  ? 
You  give  them  a  chance  to  tell  the  world  all  about  it,  that's 
what.  Hence,  Esquire  Magazine's  exciting  new  "Paging 
America"  $20,520.00  Sweepstakes.  Just  for  returning 
the  card  opposite  this  page,  you  get  a  shot  at  winning 
space  in  one  of  the  world's  most  widely-read  and 
respected  magazines.  From  a  full-page,  worth  a  whopping 
$9,500.00,  down  to  a  small  but  punchy  1/6  page,  sold  to 
advertisers  for  $1,800.00. 

Use  it  to  announce  your  plan  for  saving  the  world,  the  50c 
fare,  or  the  whooping-crane  population.  Pen  an  amatory 
missive  to  your  spouse.  Try  to  locate  your  old  war  buddies 
Publish  your  poetry  or  an  excerpt  from  your  as  yet 
undiscovered  great  American  novel.  Mercenary?  Use 
Esquire's  3,000,000  active,  well-heeled  readership  to 
advertise  your  product  or  service.  . 

Esquire's  crack  art  staff  will  help  you  lay  out  the  space  and 
set  the  type  for  you.  The  only  tfiing  is  that  your  material  has 
to  pass  muster  with  the  editorial  folk.  Taste,  propriety,  and 
stuff  like  that.  Otherwise,  you've  got  the  ball. 

Note  this:  if  you  are  among  the  10,000  entries  selected  in  a 
special  random  drawing,  you'll  automatically  get  mention 
in  a  distinguished  winners'  roster  to  be  published 
subsequently  in  Esquire.  It's  a  great  conversation-piece. 
(And  your  mother  always  said  you  ran  with  a  bad  crowd!!) 


MAIL  ENTRY  CARD 

(OPPOSITE)  TODAY! 

SWEEPSTAKES  CLOSES  12/31/76. 


^tter^  ?■  \V>™?r^ 


Educate!     Instigate! 

Dedicate!    Vituperate! 

Retaliate!    Infuriate! 

Illuminate!    Celebrate! 

...or  whatever! 


Marvin  Lewis  tells  the  world 
"Why  I  love  my  wife,  Lenore!" 


First  Prize 

Your  personal  full-page 

in  Esquire, 

center  stage  America 

-worth 

$9,500.00! 


Second  Prize 

A  half-page 

to  do  your  thing  - 

costs 

advertisers 

$5,700.00! 


10,000 

Fifth 

Prizes! 


SUPPORT 
YOUR 
LOCAL 

ri'AMMIC 


SPACE  DONATED 
BY  MARION  KAPLAN 


Third  Prize 

One-third 

of  a  page  - 

$3,520.00 

worth  of  soapbox! 


PIZZERIA 


Fourth  Prize 

One-sixth  page  - 
anyway,  brevity  is 
the  soul  of  wit. 
Worth  $1,800.00! 


"PAGING  AMERICA"  HONOR  ROLL 


Winners'  Roster 


Your  name  in  Esquire  if 

your  entry  is  among  10,000 

drawn  at  random.  Worth 

millions  in  prestige  and 

showing-off.  Frameable,  even! 


THE  FINE  PRINT 


(NO  PURCHASE  REQUIRED) 


1.  On  an  Official  Entry  Card  or  plain  piece  of  3"x5'  paper,  fiand  print  your  name  and  address 
Mail  your  entry  to 

Esquire's  "Paging  America '  Sweepstakes 
PO  Box  6001,  Blair.  Nebraska  68009 

2.  Eacti  entry  must  be  irj^aiied  separately  and  must  be  received  by  Dec  31, 1976    , 

3.  Winners  will  be  determined  in  random  drawings  from  among  entries  received  by  ttie  0  L 
Blair  Corporation,  an  independent  judging  organization  wtrose  decisions  are  fmal  Limit  one 
prize  to  a  family  Taxes  on  any  prize  are  tfie  sole  responsibility  of  the  recipient  Esquire  re- 
serves Ifie  rigl)t  to  edit,  modify  or  reject  any  or  all  copy  and  art  submitted  as  a  result  of  this 
promotion  whicli  is  not  consistent,  in  Esquire  s  judgment,  with  the  laws  of  libel  and  slander, 
generally  accepted  standards  of  good  taste  and/or  the  magazine's  own  standards  of  editorial 
acceptability 

4.  Sweepstakes  open  to  residents  of  the  United  States  except  employees  of  Esquire.  Inc  .  its 
advertising  and  sweepstakes  agencies,  and  the  families  of  each  This  sweepstakes  is  void  in 
the  state  of  Missouri  and  wherever  prohibited  by  law  All  Federal,  State  and  local  laws  and 
regulations  apply  Entry  constitutes  permission  to  Esquire  to  use  winner's  name  without  any 
further  compensation  to  the  winner 

5.  For  a  list  of  major  prize  winners,  send  a  separate,  stamped,  self-addressed  envelope  to 

Esquire  sWinners  List 

PO  Box  7006. Blair. Nebraska 68009 


YOU  DON'T  HAVE  TO  TAKE  ADVANTAGE  OF  THIS 
HALF-PRICE  ESQUIRE  SUBSCRIPTION  OFFER  TO  ENTER. 
BUT  WE'LL  FEEL  BEHER  IF  YOU  AT  LEAST  READ  ABOUT  IT: 

Esquire  is  running  its  sweepstakes  to  draw  attention  to  an  attractive  subscription  offer. 
But  equally  noteworlfiy  is  thie  kind  of  sweepstakes  it  is. 

We  don't  tfiink  "Paging  America"  is  going  to  appeal  to  tfie  inveterate  coupon-clippers  and 
sundry  freebiepfiiles  at  large.  We  tfiink  it  w/// attract  tfie  reader  witfi  curiosity,  sopfiistica- 
tion,  and  a  sense  of  fiumor  about  the  world . . .  and  fiim  self.  Because  tfiat's  exactly  wfiat 
Esquire  is  all  about. 

About  good  times:  books  and  recordings,  food  and  drink,  cinema  and  pftotograpfiy, 
theatre  and  travel,  personalities  and  fashions,  sports  and  recreation.  About  great  writing; 
Capote,  Dickey,  Hellman,  Friedman,  Rader,  Wills,  Halberstam;  the  most  thought- 
provoking  journalists,  most  outstanding  novelists  and  poets  and  thinkers  of  this  year 
or  any  other. 

About  the  offer:  a  full  year  of  Esquire  is  regularly  $18  on  the  stands.  A  well-placed 
check-mark  on  your  sweepstakes  entry  card  delivers  it  for  just  $9— HALF  PRICE! 
There's  no  need  to  enclose  payment  now.  And,  as  mentioned,  no  need  to  subscribe 
to  be  eligible  to  win  But  now  that  we've  got  you,  do  give  if  some  thought. 


Coal  Is 

making  the  Aiture 

even  brighter  at 

Panhandle  Eastern 


The  Youghiogheny  and 
Ohio  Coal  Company  has 
joined  forces  with  the 
Panhandle  Eastern  group 
of  energy-based  companies. 
This  recent  acquisition,  mak- 
ing Y  6t  O  a  wholly  owned 
subsidiary  of  Panhandle 
Eastern,  enhances  our 
capacity  to  contribute  to 
the  nation's  future  energy 
needs— the  most  essential 
business  in  the  United  States 
today. 

Y  6c  O,  in  the  coal  business 
for  the  past  74  years,  owns 
or  controls  more  than  400 
million  tons  of  coal  with  an- 
nual production  in  excess  of 
two  million  tons  from  its 
three  underground  mines  in 
southeastern  Ohio.  A  pro- 
gram is  underway  to  in- 
crease production  in  the 
next  few  years. 

Y  6c  O  coal  is  currently 
sold  to  the  growing  utility 
and  industrial  markets  as 
the  U.S.  turns  to  its  most 


abundant  domestic  energy 
source,  coal. 

Panhandle  Eastern,  in  its 
46th  year  of  operation  as 
one  of  the  nation's  largest 
gas  transmission  compa- 
nies, is  deeply  involved  in 
several  multimillion  dollar 
programs  to  increase  its 
conventional  and  supple- 
mental gas  supplies 
through:  higher  levels  of  in- 
vestment in  domestic  explo- 

Panhandle 

CiClwLwr  1 1  PIPE  LINE  COMPANY 
P.O.  Box  1642,  Houston,  TX  77001 


ration;  development  of  a 
natural  gas  supply  and  a 
pipeline  system  from  the 
Alaskan  Arctic;  importation 
of  liquefied  natural  gas; 
and  development  of  facili- 
ties to  convert  Western  coal 
into  pipeline-quality  substi- 
tute natural  gas. 

Panhandle  Eastern  is  also 
the  only  gas  pipeline  com- 
pany which  has,  within  the 
last  two  years,  brought 
major  new  gas  supply  sys- 
tems into  operation  in  the 
active  Gulf  of  Mexico  and 
Rocky  Mountain  areas. 

The  Y  6c  O  acquisition 
broadens  our  energy 
business  and  positions 
Panhandle  Eastern  for 
stronger  earnings  prospects 
in  the  years  ahead. 

We  are  proud  of  our  new 
association  with  the  people 
of  Y  6c  O.and  welcome  them 
into  the  Panhandle  Eastern 
group  of  forward-looking 
companies. 


Readers  Say 


putting  themselves  in  technical  de- 
fault. Institutional  insurance  is  avail- 
able and  the  "problem"  should  not 
be  a  problem.  Since  the  costs  of  in- 
surance are  fully  reimbursable  from 
patients  and  third-party  payers,  they 
do  not  affect  the  institutional  earning 
capacity  to  meet  the  debt  service. 

— Irvin  Goldberg 

Executive  Director, 

The  Montefiore  Hospital 

Pittsburgh,  Pa. 

Where  Credit  Belongs 

Sir:  I  gladly  give  Roy  Richards 
{Aug.  1)  credit  for  everything  ex- 
cept perfecting  "an  Italian  process  for 
casting  aluminum  continuously."  This 
belongs  to  the  late  Ilario  Properzi, 
former  head  of  S.p.A.  Continuus  in 
Milan,  Italy,  and  to  Frank  Nichols, 
now  deceased,  former  head  of  Nich- 
ols-Homeshield,  Inc. 

—John  D.  Foskett 

Chairman, 

Nichols-Homeshield,  Inc. 

Geneva,  111. 

Where  It  Goes 

Sir:  Re  your  comment,  "Know 
where  foreigners  with  some  are  put- 
ting their  money?  More  and  more, 
here"  (Fact  6-  Comment,  Aug.  15). 
Know  where  Americans  with  some 
are  putting  their  money?  More  and 
more,  in  taxes. 

—Maurice  M.  Long 
Venice,  Fla. 

They're  Different 

Sir:  State  Farm  Life  Insurance 
( Sept.  1 )  was  mislabeled  as  a  mutual, 
and  another  company.  State  Mutual 
Life,  is  identified  in  a  footnote  as  an 
affiliate  of  State  Farm.  State  Mutual 
Life  has  no  relationship  to  our  group. 

—Ron  L.  Arnold 

Asst.  Vice  President,  Public  Relations 

State  Farm  Insurance  Cos. 

Bloomington,  111. 

Sir:  In  ydur  graphs  you  labeled 
life  assets  and  income  in  terms  of  tril- 
lions; it  should  have  been  billions. 

— Grover  Love  joy 

New  York,  N.Y. 

More  On  Money 

Sir:  Following  on  "Money's  Fun" 
and  "Money  In  The  Bank"  {Fact  it 
Comment,  Sepi.  J),  here's  another: 
"Of  all  the  things  that  help  a  lot,/ 
money's  not. /But  of  the  things  that'll 
help  a  little./it'll. 

—Homer  E.  Dowdy 

Vice  President,  Program  Admn., 

Chas.  Stewart  Mott  Foundation 

Flint,  Mich. 


TRY  BABSON'S  -  GET  THESE  4  EXTRAS 

D  6  Stocks  for  GROWTH  &  APPRECIATION 

Stocks  selected  from  our  current  Buy  List  now  being  recommended  to  regular 
Babson  Clients.  Charts  on  each  stock  included  plus  our  reasons  why  we  like  them. 

D  Retirement  Portfolio 

$100,000  model— an  excellent  guide  for  those  retiring  soon.  Includes  specific 
recommendations  for  reserves,  fixed-income  securities  and  common  stocks. 

a  Growth  stocks  for  YOung  Investors 

Babson's  advice  to  the  younger  executive  or  professional  who  has  ample  income 
and  is  building  an  estate.  Includes  a  list  of  9  stocks  we  are  recommending  for 
growth — all  well-managed  companies,  important  in  their  industries.  In  addition, 
6  speculative  buys  for  the  more  venturesome. 

D  Babson's  BUY,  HOLD  or  SELL  Advice 
on  30  Depressed  Stocks 

Despite  the  substantial  75-76  market  rise,  there  are  still  many  impressive  looking 
laggards.  Several  of  which  we  are  recommending  now  for  their  recovery  prospects. 
If  you  like  to  "buy  low"  you  may  find  this  list  extremely  interesting. 
Mail  coupon  for  these  4  reports  plus  a  two-month  trial  to  Babson's  weekly  Investment 
&  Barometer  Letter,  all  for  only  $5.00 — half  the  regular  fee.  Money  refunded  without 
question  if  you  are  not  satisfied.  All  reports  sent  1st  class  mail. 


^tm^  babson's 
^^^^  reports  inc. 

Wellesley  Hills,  Mass.  02181 

FOUNDED    IN    1904   BY    ROGER   W     BABSON 

Please  send  2-month  trial  PLUS 
BONUSES.  $5  enclosed. 


FB-6 


Name 


Street  &  No, 


City. 


.State. 


.Zip. 


Subscription  will  not  be  assigned. 


Tills  advertisement  appears  only  as  a  matter  of  record. 


Panhandle  Eastern  Pipe  Line  Company 


has  acquired 


The  Youghiogheny  &  Ohio  Coal  Company 


The  undersigned  initiated  the  above  transaction  and  assisted 
The  Youghiogheny  &  Ohio  Coal  Company  in  the  negotiations. 


■   ■Kiddex.Peabody 


l&Co. 


INCORPORATED 


New  York     Boston     Philadelphia    Chicago     San  Francisco     Los  Angeles     Atlanta     Dallas 

35  additional  domestic  offices  nationwide 

London     Paris    Geneva     Hong  Kong     Cairo    Tokyo 


FORBES,   SEPTEMBER   15,    1976 


Forbes  Magazine 


151 


On  the  iiewsstaiids,iive've  been  winnini 
elections  for  over  28  consecutive  years. 


For  28  consecutive  years,  outdoor  sportsmen  have  made 
Dutdoor  Life  their #1  choice  on  America's  newsstands  over 
3very  other  magazine  edited  for  fishermen  and  hunters. 

. ,         ♦J  The  latest  ABC  statements  for 

Newsstand  ^l^e  first  half  of  1976  show 

Sales  Average  Outdoor  Life  out  in  front.  Again 

Per  Issue 

1st  6  months 
1976 


Advertisers,  too,  have  given  us  a  great  vote  of  confidenc 
For  the  first  nine  months  of  1976,  the  "big  three"  outdoor 
magazines  published  245  more  ad  pages  than  they  did  in  1 97 
Outdoor  Life  alone  accounted 
for  nearly  half  this  increase  - 
115  pages.  And  leads  the  field. 
Again. 


Total  Ad  Pages 
1st  9  months  197 


246,188 


211,917 


166.010 


Outdoor 
Life/ 


Times  Mirror  Magazines,  Inc., 
380  Madison  Ave. 
New  York,  NY.,  10017, 
(212)  687  3000 


Outdoor 
Life 


Sports 
Afield 


Field  & 
Stream 


Circulation  Base  1,775,000 


Outdoor 
Life 


Sports 
Afield 


Field  & 
Stream 


Source:  ABC  Reports 


Source:  P.I.B.  Jan,  -  July  1976  Publishers'  estimates,  Aug.  -  Sept.  ISM 


Trends  &Tangents 


( Continued  from  page  9 ) 

Universal  Product  Dollars  (UP$)  it 
uses  the  universal  product  code  on 
printed  package  labels.  Consumers  in 
the  Southern  California  test  ar;a  have 
been  instructed  to  clip  the  labels  and 
send  them  to  a  redemption  center 
in  Dallas,  where  a  scanner  will  read 
the  labels  and  mail  back  refunds.  For 
retailers,  UP$  speeds  up  checkout 
and  reduces  the  opportunity  for  mis- 
redemption  (which  costs  couponing 
companies  somewhere  between  $90 
million  and  $140  million  a  year),  UP$ 
also  appeals  to  shoppers  who  dis- 
like carrying  ragged  scraps  of  paper 
to  the  grocery  store. 

Small  Business  Bonds 

Small  businesses  with  pollution-con- 
trol problems  will  soon  be  able  to 
use  pollution-control  industrial  rev- 
enue bonds  the  way  many  large  com- 
panies have.  Under  new  legislation, 
the  Government  will  guarantee  pollu- 
tion-control bonds  issued  by  a  mu- 
nicipality on  behalf  of  a  group  of 
small  businesses.  In  a  pilot  project 
scheduled  to  get  under  way  in  Cal- 
ifornia this  fall,  local  banks  will  certi- 
fy the  creditworthiness  of  their  small 
business  customers  and  submit  appli- 
cations to  the  California  Pollution 
Control  Financing  Authority.  The  Au- 
thority will,  in  turn,  "buy"  a  govern- 
ment guarantee  from  the  Small  Busi- 
ness Administration,  package  the  ap- 
plications into  bond  issues  of  up  to  $5 
million,  and  sell  them  as  tax-exempts. 
The  progiam's  backers  predict  that 
the  bonds  will  be  at  least  as  attractive 
as  direct  U.S.  Treasury  obligations. 

Garbage  For  Sale 

Environmentalists      scream      when 
garbage  is  burnt  or  dumped   in   the 
ocean;    outlying    communities    holler 
when   urbanites   truck   their   trash   to 
landfills.    Now,    German    engineering 
firm   IKWA,   a    member   of   Europe's 
Quant  Groups  claims  it  has   the   an- 
swer: a  process  that  compresses  sludge 
and  waste  into  usable,  transportable 
bricks   of   organic   fertilizer   that   can 
turn  sandlots  into  green  playgrounds 
and    barren    fields    into    rolling    golf 
courses.  The  Brikollare  system,  as  it 
is    called,     is     also     cheap:     Current 
waste-disposal  techniques  run   up   to 
$100  a  ton,  but  IKWA  claims  it  can 
io  the  same  job  for  $20  a  ton.  Several 
£ast  Coast  cities  have  already  shown 
nterest  in  buying  a  processing  plant; 
Swiss  plant  now  in  operation  has 
jven  sold  its  excess  garbage  to  Saudi 
Arabia,  which  is  using  it  to  turn  one 
jlot  of  desert  into  fertile  soil.   ■ 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of  Disadvantage" 
a  free  booklet. 

NEW  INCOME 
FUND,  INC 

A  fully  managed  No-Load  fund  seeking  the  highest  investment 

income  consistent  with  preservation  of  principal— not 

just  for  today,  but  for  the  future  as  well. 

No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301  -547-21 36 

Rowe  Price  New  Income  Fund,  Inc. 
100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

I    I  Self-Employed  Retirement  Plan  Available 

Name 


Address. 
City 


.State. 


-Zip- 


Perfonna 
death-defying  act. 


Eaoeicise  re^nlailsL 


Give  Heart  Fund  , 

American  Heari  Association  \i 


I 
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Index  of  Advertisers— September  15,   1976 


[I  Indicated  below  are  those  advertisers  who  will  make  information  available  to  Forbes  readers  as  stated  in  their  advertise- 
ments. Those  advertisers  designated  with  an  asterisk  i/^  will  provide  information  only  to  those  requests  which  include  com- 
pany name  and  job  title.  Please  see  Readers  Service  Card  accompanying  Baltimore  Section  for  those  requests  which  Forbes 
will  process  for  the  Section  only. 


ALLIS-CHALMERS    CORPORATION 

Agency:    Hoffman,  York,  Baker  & 
Jonnson,  Inc. 


113 


AMCORD,    INC 59 

Agency:   Media  Buying  Services 
(West)  Inc. 


AMERICAN    GAS   ASSOCIATION,    INC.   101 

Agency:  J.  Walter  Thompson  Company 


AMERICAN  MUTUAL  INSURANCE 

COMPANIES    

Agency:   Harold  Cabot  &  Co.,  Inc. 


□   CRANE    CO Ill 

Agency:   Doremus  Uptown 


Q   DIAL    FINANCIAL   CORPORATION  140 

Agency:    Man/in  H.  Frank  &  Company, 
Inc. 


DIAMOND  INTERNATIONAL 

CORPORATION      

Agency:    Henderson  &  Roll,  Inc. 


31 


ESQUIRE    MAGAZINE     147-148-149 

Agency:   Schein/Blattstein  Advertising, 
Inc. 


HERTZ    TRUCKS     55 

Agency:   Gaynor  &  Ducas  Advertising 

HONEYWELL  COMMERCIAL 

DIVISION       44-45 

Agency:   BBDO,  Inc. 

E.F.  HUTTON  &  COMPANY  INC 145 

Agency:    Doremus  &  Company 

HYATT     HOTELS      49 

Agency:   Communimark  Inc. 


□    INA    CORPORATION  80-81 

Agency:   Geer,  DuBois  Inc.  Advertising 


AMERICAN  TELEPHONE  & 

TELEGRAPH   CO 47 

Agency:   N.W.  Ayer  ABH  International 


ASARCO    INCORPORATED     138 

Agency:  The  C.T.  Clyne  Co.,  Inc. 


BABSON'S  REPORTS 

INCORPORATED      151 

Agency:   Kenneth  T.  Vincent  Co. 


BANKERS  TRUST  COMPANY 37 

Agency:    Doyle  Dane  Bernbach  Inc. 


BANK  OF  NEW  SOUTH  WALES 

Agency:   George  Patterson  Pty. 
Limited 


130 


BARRON'S       39 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


BEECH  AIRCRAFT  CORPORATION  20 

Agency:    Brewer  Advertising  Inc. 


□   BETHLEHEM  STEEL  CORPORATION  12 

Agency:   Van  Brunt  &  Company 


n    BOISE  CASCADE  CORPORATION       124-125 

Agency:    Dancer  Fitzgerald  Sample, 
Inc. 


BUDGET  RENT  A  CAR  CORPORATION      5 

Agency:    McCann-Erickson,  Inc. 


BUTLER   MFG.   CO 62 

Agency:   Valentine-Radford,  Inc. 


CANADIAN  IMPERIAL  BANK  OF 

COMMERCE       68 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


CARILLON  IMPORTERS.  LTD. 

GRAND   MARNIER    Back  Cover 

Agency:    Martin  Landey,  Arlow 
Advertising  Inc. 


n    COLT    INDUSTRIES    INC 41 

Agency:   Marsteller  Inc. 


Q   COMBINED  COMMUNICATIONS 

CORPORATION      141 

Agency:   Jennings  &  Thompson 
Advertising 


COMPUTER  CAPITAL  CORPORATION     146 

Agency;   The  Paramount  Agency 
Advertising 
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FMC    CORPORATION  88 

Agency:    Dancer  Fitzgerald  Sample, 
Inc. 


□    FERRO    CORPORATION     54 

Agency:  Watts  Lamb  Kenyon  and 
Merrick,  Inc. 


FIDELITY    GROUP    129 

Agency:   Quinn  &  Johnson,  Inc.  ' 


FIDUCIARY  TRUST  COMPANY  OF 

NEW   YORK    104-105 

Agency:    Edwin  Bird  Wilson,  Inc. 


FINANCIAL   PROGRAMS,    INC 130 

Agency:   Broyles,  Allebaugh  &  Davis, 
Inc. 


THE  FIRST  NATIONAL  BANK  OF 

BOSTON  13 

Agency:    Humphrey  Browning 
MacDougall  Inc. 


FORT  HOWARD  PAPER  COMPANY  93 

Agency:    Marsteller  Inc. 


Q   FRUEHAUF    CORPORATION      103 

Agency:   Burton  Sohigian  Inc. 


THE  JOS.  GARNEAU  CO. 

(OLD   BUSHMILLS)    16 

Agency:   Dancer  Fitzgerald  Sample, 
Inc. 


GENERAL  ELECTRIC 
CREDIT    CORPORATION 

Agency:   RIedl  Associates  Inc. 


61 


GENERAL  TELEPHONE  & 

ELECTRONICS    CORPORATION  71 

Agency:   Doyle  Dane  Bernbach  Inc. 


Q    GEORGIA-PACIFIC  CORPORATION 

Agency:   McCann-Erickson,  Inc. 


52 


THE  INDUSTRIAL  DEVELOPMENT 
AUTHORITY   OF   IRELAND  90-91 

Agency:   St.  Vincent/Chew/Milone 
Advertising,  Inc. 


INDUSTRIAL  NATIONAL 

CORPORATION      32 

Agency:   Ted  Bates  &  Company,  Inc./ 
Advertising 


Q    INGERSOLL-RAND    COMPANY  67 

Agency:    Marsteller  Inc. 


INTERNATIONAL    HERALD    TRIBUNE   155 

Agency:   Advertising  Publicite 


INTERNATIONAL  PAPER 

COMPANY       

Agency:   Ogiivy  &  Mather  Inc. 


114-115 


INTERNATIONAL  TELEPHONE  & 
TELEGRAPH    CORPORATION  109 

Agency:    Needham,  Harper  &  Steers, 
Inc. 


IOWA  POWER  AND  LIGHT 

COMPANY      146 

Agency:   Fultz,  LaCasse  &  Associates, 
Inc. 


IRVING    TRUST    COMPANY  135 

Agency:   J.  Walter  Thompson  Company 

JONES    LANG    WOOTTON     72 

Agency:    Eisaman,  Johns  &  Laws,  Inc. 

KIDDER,  PEABOOY  &  CO. 

INCORPORATED      151 

Agency:    Doremus  &  Company 


□    LONE   STAR    INDUSTRIES  117 

Agency:   J.  Walter  Thompson  Company 


Q    MGIC   INDEMNITY  CORPORATION 

Agency:   Campbell-Mithun,  Inc. 


121 


MANUFACTURERS  HANOVER  TRUST 

COMPANY     18-19 

Agency:    Edwin  Bird  Wilson,  Inc. 


□    GOVERNMENT  LEASE  LOTTERY  ^.^^  ^^^  nociJFTir«    iwr  177 

"   CORPORATION      146        D    ^^'*Y  KAY  COSMrtlCS,  INC.  127 

Agency:   Glenn  Bozell  &  Jacobs,  Inc. 


Agency:   Snelson,  Randel  &  Johnson, 
Inc. 


n   W.R.  GRACE  &  CO 118 

Agency:  Albert  Frank-Guenther  Law, 
Inc. 


FRANK  B.  HALL  &  CO.,  INC. 

Agency:   Doremus  &  Company 


10 


HERTZ  RENT  A  CAR     87 

Agency:  Ted  Bates  &  Company,  Inc./ 
Advertising 


MERCEDES-BENZ  OF 

NORTH   AMERICA,   INC 

Agency:   Ogiivy  &  Mather  Inc. 


n    MERRILL  LYNCH  PIERCE  FENNER  & 

SMITH    INC 

Agency:   Ogiivy  &  Mather  Inc. 


n    MIAMI  LAKES  INN  &  COUNTRY 
CLUB 

Agency:    Samuel  B.  Crispin  & 
Associates,  Inc. 
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NCR   CORPORATION    Third    Cover 

Agency:   Kircher,  Helton  &  Collett,  Inc. 

NEWMAR  TRADING   CORP.    140 

Agency:  Superset  Advertising  Co. 

NORTHROP   CORPORATION  132-133 

Agency:   Needham,  Harper  &  Steers 
Advertising,  Inc. 

OCCIDENTAL  PETROLEUM 

CORPORATION      131 

Agency:   Carl  Blumay  Associates 

OLIN    CORP 50-51 

Agency:   Doyle  Dane  Bernbach  Inc. 

ORTMAN-BLICKMAN    INC 140 

OUTDOOR   LIFE    152 

-;;'  OWENS-CORNING   FIBERGLAS   CORP.   106 

Agency:  OgiIvy  &  Mather  Inc. 

PANHANDLE  EASTERN  PIPE  LINE 

COMPANY      150 

Agency:   Rives,  Dyke/Y&R  Inc. 

D  PEOPLES   GAS   COMPANY    14 

Agency:   Foote,  Cone  &  Belding 

-;;<  PETERSON,  HOWELL  &  HEATHER, 

HOMEQUITY-HOMERICA      15 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

n  POTLATCH    CORPORATION     17 

Agency:  Ayer  Jorgensen  Macdonald 

ROWE  PRICE  NEW  INCOME  FUND, 

INC 153 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 

RCA   CORPORATION    94 

Agency:  J.  Walter  Thompson  Company 

#  REIS  OF  NEW  HAVEN.  INC 1 

Agency:  Van    Leeuwen   Advertising,   Inc. 

D  ROLLS-ROYCE  MOTORS 

INC Second    Cover 

Agency:   IMS  Media  Inc. 

-;;'  ST.  LOUIS-SAN  FRANCISCO 

RAILWAY    CO 58 

Agency:   Batz  Hodgson  Neuwoehner, 
Inc. 

SOUTH  AFRICAN  AIRWAYS    11 

Agency:   Gaynor  &  Ducas  Advertising 

SOUTHERN    RAILWAY   SYSTEM        136-137 

Agency:   Cunningham  &  Walsh  Inc. 

n  SPERRY   RAND*   CORPORATION      .  .    76-77 

Agency:  Young  &  Rubicam 
International  Inc. 

STANDARD  &  POOR'S  CORPORATION  128 

Agency:   Phillips/Alogna  Associates, 
Inc. 

D  STAUFFER  CHEMICAL  COMPANY  123 

Agency:   Bozell  &  Jacobs,  Inc. 
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-:?  SUNSET    96-97 

Agency:   Dancer  Fitzgerald  Sample, 
Inc. 

SWISSAIR      38 

Agency:  Waring  &  LaRosa,  Inc. 

SWISS   BANK  CORPORATION    57 

Agency:   LeDoux,  Tintle  and  Kramer, 
Inc. 

3-M  COMPANY 

DUPLICATING    PRODUCTS     4 

Agency:   D'Arcy-MacManus  &  Masius 
Advertising 

TRW    INC 42 

Agency:    Meldrum  &  Fewsmith,  Inc. 

TEXAS  UTILITIES  COMPANY 146 

Agency:   Doremus  &  Company 

TIME    MAGAZINE      73-74 

Agency:   Wunderman,  Ricotta  &  Kline, 
Inc. 

UNITED  BUSINESS  SERVICE  CO., 

INC 108 

Agency:  The  Silton  Company,  Inc. 

THE  VALUE  LINE  INVESTMENT 

SURVEY     143 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 

VOLVO  OF  AMERICA  CORP 26 

Agency:   Scali,  McCabe,  Sloves,  Inc. 

WESTERN  TEMPORARY  SERVICES, 

INC 9 

Agency:   Media  World  International 

*  XEROX   CORPORATION    64-65 

Agency:   Needham,  Harper  &  Steers, 
Inc. 

BALTIMORE  SECTION 

■:'f  AMERICAN  TRADING  AND 

PRODUCTION    CORPORATION  Bait    10 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

C&P  TELEPHONE  COMPANY Bait  7 

Agency:   Ketchum,  MacLeod  &  Grove 
Inc. 

-::=  HARRY  T.  CAMPBELL  SONS' 

COMPANY    Bait   8 

Agency:   Mead  Associates 

-;:'  CANTON  COMPANY    Bait  4 

Agency:   Waltjen  Associates,  Inc. 

D  DAVIDSON  SYSTEM    Bait  6 

Agency:   Cahn-Avis-Gerard-Roman 
Advertising 

D  DAVID  W.  KORNBLATT  ASSOCIATES 

INC Bait    6 

Agency:   Schoenback  Silbert 
Advertising,  Inc. 

D  MCCORMICK  &  COMPANY,  INC.  Bait  3 

Agency:   Project  Planners 

D  MARYLAND    NATIONAL   BANK  Bait  9 

Agency:   VanSant,  Dugdale  &  Co.,  Inc. 

D  USF&G  COMPANIES     Bait  11 

Agency:  VanSant,  Dugdale  &  Co.,  Inc. 


How  to  talk 
dkecdyto 
European 
investors. 

Foreign  holding  in  U.S.  stocks  and 
bonds  are  now  estimated  in  excess 
of  $80  to  $85  billioa 

European- based  institutions 
represent  the  largest  percentage  of 
these  investors,  and  their  interest 
(and  participation)  is  growing  every 
day. 

How  to  reach  them? 

In  the  pages  of  the  one  news- 
paper read  regularly  by  more 
members  of  the  European  financial 
community  than  any  other  publi- 
cation : 

The  International 
Herald  Tribune. 

One  reason  is  this:  it's  the 
single  source  for  complete  daily 
New  York  and  American  Stock 
Exchange  listings  on  the  continent, 
and  so  it's  required  reading  for  all 
money  men. 

Another  is  that  the  Herald 
Tribune  is  available  in  all  the  major 
European  financial  centers  early 
every  day,  Frankfurt  reads  it  as 
Geneva,  Zurich,  Amsterdam, 
London  and  Paris  read  it 

So  if  you.  have  a  message  for 
European  investors... 

Your  advertising 

schedule  should  start 

with  the  International 

Herald  Tribune. 

Space  is  available.  Rates  are 
commensurate  with  its  highly  selec- 
tive business  audience. 

Gosing  dates  are  short  and  the 
one  language  is  English,  for  every 
country  in  Europe. 

For  other  details  and  a  recent 
copy  of  the  International  Herald 
Tribune... 

Write  or  phone : 
Frank  Tortorello  in  New  York. 
444  Madison  Avenue,  New  York, 
N.Y  10022.  Tel.  (212)  752-3890. 

Gerald  >X^te  in  Chicago. 
230  NMichigan  Ave.,  Qiicago, 
I116060L  Tel.  (312)  641-2762. 
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I  noughts . . .  Business  of  Life 


A  schoolmaster  should  have 
an  atmosphere  of  awe,  and  walk 
wonderingly,  as  if  he 
was  amazed  at  being  himself. 
Walter  Bagehot 


If  at  first  you  do  succeed 
it  can  give  you  a  false 
sense  of  importance. 
Frank  Tyger 


A  student  never  forgets 
an  encouraging  private  word, 
'when  it  is  given  with  sincere 
respect  and  admiration. 
William  Lyon  Phelps 


Wisdom  consists  in  rising 
superior  both  to  madness  and  to 
common  sense,  and  in  lending  oneself 
to  the  universal  illusion 
without  becoming  its  dupe. 
Henri  Frederic  Amiel 


High  station  in  life  is  earned 
by  the  gallantry  with  which 
appalling  experiences 
are  survived  with  grace. 
Tennessee  Williams 


The  evening  of  a  well-spent  life 
brings  its  lamps  with  it. 
Joseph  Joubert 


The  mind  is  its  own  place,  and 
in  itself  can  make  a  heaven 
of  Hell,  a  hell  of  Heaven. 
John  Milton 


Before  desiring  something 
passionately,  one  should  inquire 
into  the  happiness  of 
the  man  who  possesses  it. 
La  Rochefoucauld 


If  the  study  to  which  you  apply 
yourself  has  a  tendency  to 
weaken  your  affection,  and  to 
destroy  your  taste  for  those 
simple  pleasures  in  which  no  alloy 
can  possibly  mix,  then  that  study 
is  certainly  unlawful,  that  is 
to  say,  not  befitting  the  human  mind. 
Mary  Shelley 


True  wisdom  comes  from  the 
overcoming  of  suffering  and  sin. 
All  true  wisdom  is  therefore 
touched  with  sadness. 
Whittaker  Chambers 


It  is  the  mind 

that  makes  the  body  rich. 

Shakespeare 


The  money  or  place  of  fame 

that  our  endeavors  may  bring 

when  crowned  with  so-called  success 

will  not  yield  all  the  joy 

we  anticipated;  such  things 

may  charm,  may  tickle  our  vanity, 

may  effervesce  a  hectic  sort 

of  happiness  for  a  little  while; 

hut  we  soon  find  our  teeth  grating 

at  the  core.  The  consciousness 

of  the  worthwhileness  of 

the  achievement  itself  can  alone 

produce  in  us  a  state  of  happiness. 

Riches  are  mental,  not  material. 

B.C.  Forbes 


I  hold  that  a  man  had  better 
be  dead  than  alive 
when  his  work  is  done. 
Alice  Cary 


No  joy  is  comparable  to  that  which 
comes  from  doing  your  job  well. 
William  Feather 


Inspect  the  neighborhood  of 
thy  life;  every  shelf,  every  nook 
of  thine  abode. 
Jean  Paul  Richter 


A  Text 


Sent  in  by  William  K.  PenhalleRon  Jr.. 
Clearwater,  Fla.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life  is  presented  to 
senders   of    texts   used. 


People  seldom  improve  when 
they  have  no  models  but 
themselves  to  copy. 
Arnold  Glasow 


Success  is  full  of  promise 
till  men  get  it;  and  then  it  is  a 
last-year's  nest  from  which 
the  birds  have  flown. 
Henry  Ward  Beecher 


His  head  was  turned  by 
too  great  success. 
Seneca 


That   the  love  of  money   is   the   root 
of  all  evil  can,  conceivably, 
be   disputed.    What   is   not   in    doubt 
is  that  the  pursuit  of  money,   or   an 
enduring  association  with  it,  is 
capable  of  inducing  not  only  bizarre 
but  ripely  perverse  behavior. 
JoH.N  Ke.vneth  Galbraith 


More  than  3,000  "Thoughts,"  in- 
dexed hij  author  and  subject,  arc 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


Of  making  many  books  there  is  no 
end;  and  much  study  is  a  weariness 
of  the  flesh. 

ECCLESIA.STES  12:12 
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OCTOBER  1, 1976  /  ONE  DOLLAR 


Unemployment  Amidst  Prosperity 

What's  Wrong? 


SEP  ^  ^  1976 


010*76  vo         awvoMnbno 
en  qnd  3wvo^'nany 


w:. 


^-j-- 


1977  Chrysler  New  Yorker. 
More  affordable  than  you  could  ever  imagine. 


Imagine.  All  this  luxury,  all  this  spaciousness  at  a  very  realistic  price  This  is  Chrysler  New  Yorker  Brougham  for  1977 

Outside  you'll  find  strong,  traditional  styling,  styling  that  captures  and  contains 
the  gleam  of  luxury  and  the  glitter  of  fine  detail. 

And  inside,  you'll  find  a  world  of  comfort,  the  richness  of  thick  shag  carpeting  and  the  deep  pleasure  of  velour  seats. 

Thoughtful  subtleties  like  an  electronic  digital  clock,  rear-seat  reading  lamps  and  modular  instrument  panel  all 

contribute  to  a  reassuring  sense  of  completeness.  Of  course,  you  get  the  more  obvious  luxuries,  too.  like  power  steering, 

V"^^  power  brakes,  power  windows,  and  TorqueFlite  automatic  transmission.  

And  now,  to  the  beauty  of  Chrysler  New  Yorker,  we've  added  the  brain  The  Lean  Burn  Engine*  that  ^\ 

actually  thinks.  Its  small  computer  constantly  monitors  engine  conditions  and  adjusts      -^ ^ — ^ — 

ignition  timing  with  split-second  accuracy.  The  result  is  more                        (  HKISI.LK 
responsive  acceleration  and  performance  '■ 

This  year,  owning  or  teasing  a  Chrysler  New  Yorker  is  more  a  matter  of  good  taste,  than     I 

money.  Inquire  at  your  Chrysler-Plymouth  dealer  '^chhvsur"^ 

•Not  available  'n  Caii'criia  and  certain  oitier  areas  (OMPonAtioN 


(lim.SlliK 

A  PRdDtlCI  OF 

CHHYSLIR 
(  OMPOnAtlON 

1 

For  Executives  Seeking  New  Positions  From  $30,000  to  $200,000 

The  Performance  Dynamics 
Executive  Marketing  Service 


If  you  are  planning  on  advancing  yourself 
in  today's  competitive  job  market,  then  you 
may  be  interested  in  our  Executive  Market- 
ing Service. 

I  am  speaking  of  a  Professional 
Service, — one  we've  developed  to  make 
job  changing  an  easier,  faster  and  far  more 
effective  experience. 

As  authors  and  publishers  of  "The  Pro- 
fessional Job  Changing  System,"  we  have 
already  helped  over  250,000  Managers, 
Professionals  and  Executives. 

Our  ideas  have  drawn  the  praise  of  Bus- 
iness Week,  Nation's  Business,  Personnel 
Magazine  and  many  others. 

As  part  of  our  Executive  Marketing  Ser- 
vice, we  work  behind  the  scenes  and  take 
care  of  most  job  hunting  details  for  our 
clients  .  . .  enabling  them  to  move  with  a 
speed  and  convenience  which  otherwise 
could  not  be  attained. 


Peopie  Who  Have 
Retained  Our  Service 

Our  service  has  been  used  successfully 
by  people  seeking  opportunities  at  virtually 
all  salary  levels. 

Over  the  years  we  have  been  retained 
by  many  well-known  individuals,  such  as 
3x-congressmen,  corporate  presidents,  and 
former  generals. 

However,  we  have  also  helped  men  and 
"  ■•')men  at  all  levels  of  management,  includ- 
ing salesmen,  purchasing  agents,  CPA's, 
scientists,  stockbrokers,  engineers,  EDP 
specialists,  plant  managers  and  many 
others. 

Most  of  our  clfents  retain  us  so  that  they 
can  achieve  significant  financial  advance- 
ment. Others^  are  motivated  by  a  desire  to 
relocate,  or  to  change  industries  or 
cp'eers. 

btill  others  use  our  service  because  they 
are  blocked  out  or  are  unemployed,  or 
simply  because  they  need  to  obtain  a  job 
offering  more  personal  enjoyment. 

Some  recent  accomplishments  of  our 
clients  have  included  the  following. 


■  A  General  Manager  of  a  Tool  and  Die 
Company  in  New  England  .  .  .  earning 
$55,000,  won  a  new  position  as  President 
of  a  subsidiary  of  a  blue-chip  Pittsburgh 
firm  at  $75,000. 


■  A  President  of  an  American  Stock  Ex- 
change firm,  who  had  been  ousted,  was 
able  to  become  Chief  Executive  of  another 
listed  corporation,  while  maintaining  his 
$100,000  plus  earnings  level. 


■  A  36  year-old  CPA  with  a  construction 
firm,  landed  a  new  position  in  the  geog- 
raphical area  of  his  preference,  while  mov- 
ing his  base  salary  from  $26,000  to 
$33,000. 

■  A  $55,000  V.P.  Engineering  won  a  top 
general  management  position  in  London, 
and  a  total  compensation  package  in  six  fi- 
gures. 


■  A  MBA,  and  Marketing  Manager  .  .  .  was 
able  to  generate  8  job  offers  .  .  .  one  of 
which  offered  50%  higher  earnings  and  a 
chance  to  be  General  Manager  of  a  chain 
of  cinemas. 


■  A  56  year-old  Research  Scientist,  un- 
employed, after  losing  a  $33,000  job  with  a 
defense  company  ...  in  8  weeks  began 
new  employment  with  a  non-defense  firm 
as  Director  of  R  &  D  at  $45,000. 


■  A  $150,000  Retail  Executive  who  lost 
his  job  through  a  merger,  was  successful  in 
developing  7  attractive  offers  in  less  than 
■•0  weeks'  time. 


■  A  Personnel  Director,  employed  for  20 
years  with  one  company,  was  successful  in 
joining  a  New  Jersey  consulting  firm  in  a 
general  management  capacity  at  45% 
higher  earnings. 


■  An  Engineer  whose  earnings  had 
stabilized  at  $31,000,  was  able  to  get  a 
new  job  as  Director  of  Technical  Services 
with  a  Chicago  Photographic  company  at 
$38,500. 

■  A  Sales  Executive,  with  18  years  in  one 
product  area,  was  able  to  shift  industries 
while  increasing  his  total  earnings  by  over 
40% 

All  of  our  work  is  customized,  confiden- 
tial, and  tailored  to  each  client's  personal 
needs.  A  great  advantage  of  our  activity 
rests  with  the  convenience  we  can  bring  to 
any  job  search  effort. 

Most  important,  however,  is  our  capacity 
for  "packaging"  people,  and  for  moving 
them  Into  interviewing  on  an  accelerated 
basis. 

For  example,  over  a  4  to  6  week  period, 
our  clients  often  have  opportunities  for  25 
to  30  interviews. 

Furthermore,  while  it  is  impossible  for 
anyone  to  guarantee  people  the  job  offers 
they  seek  ...  the  attainment  of  offers  at 
25,  30  and  even  50%  more  earnings  is  not 
unusual. 

Professionally,  our  work  should  not  be 
confused  with  career  counseling,  agency  or 
recruitment  services. 

As  a  high  level  Personal  Marketing  Ser- 
vice we  are  normally  retained  by  individu- 
als. Increasingly,  however,  corporations  are 
providing  our  service  as  a  severance  be- 
nefit, in  those  situations  where  they  are 
forced  to  terminate  key  people. 


If  you  would  like  ^o  learn  more  atxDut  our 
Executive  Marketing  Service,  you  may  call 
Mr.  James  Fairfield,  Vice  President,  for  an 
appointment  (212-686-7633).  There  is  no 
cost  or  obligation,  and  naturally,  confi- 
dences are  respected.  We  would  be  glad 
to  meet  with  you  to  review  your  situation, 
and  to  relate  our  capabilities  to  your  per- 
sonal needs. 


Performance  Dynamics  International 

Personal  Marketing  and  Corporate  Outplacement  Consultants 

285  Madison  Avenue,  New  York,  N.Y.  10017  Tel.  212-686-7633 

(Also:  17  Grove  Avenue,  Verona,  N.J.  07044    Tel.  201-226-6477) 


©American  Express  Company,  1976 


Iti  an  opinion  poll, 

my  name  would  do  better  than 

my  face.  So  I  carry  the 

American  Express'  Card. 


The  Gallup  Poll  asks  people 
their  opinions  on  issues  of  the  day, 
on  people  in  the  news  and  politics. 

But  if  asked  who  I  am,  most 
people  wouldn't  know  that  I'm 
George  Gallup,  Jr. 

So  I  carry  the  American  Express 
Card  when  I  travel. 

I  use  it  for  charging  my  business 
and  entertainment  expenses,  but 
there  is  a  lot  more  to  it  than  that. 
For  example: 

A  complete 
billing  record. 

Unlike  most  other  cards,  the 
American  Express  Card  gives  you 
comprehensive  information  on 
your  account  every  month. 

In  nearly  all  cases,  you  get  a 
copy  of  the  bill  you  signed,  plus  a 
summary  of  all  transactions. 

This  provides  you  with  valuable 
tax  proof  and  makes  your  records 
easier  to  keep. 

You  kriow  what  you  spent,  when 
and  wher^-  you  spent  it. 

Emergency  check- 
cashing,  worldwide. 

When  you  need  money,  you 
can  cash  your  personal  check  up 
to  $50  at  any  participating  hotel 
or  motel  where  you  are  a  reg- 
istered guest  Just  show  them  the 
American  Express  Card. 


At  most  Travel  Service  offices  of 
American  Express  Company  and 
offices  of  its  subsidiaries  and  Repre- 
sentatives, you  can  get  $50  cash 
and  up  to  $450  in  American  Express* 
Travelers  Cheques  with  your  own 
personal  check. 

Your  home  away 
from  home. 

When  you're  away  from  home, 
you  can  turn  to  American  Express 
Travel  Services  for  help.  American 
Express  Company,  its  subsidiaries 
and  Representatives  have  more 
than  600  offices  all  around  the  world. 

You  can  use  these  offices  for  all 
"sorts  of  things.  Plan  or  change  your 
travel  arrangements.  To  hold  your 


mail.  And  sell  you  extra  American 
Express  Travelers  Cheques. 

No  preset 
spending  limit. 

The  American  Express  Card 
doesn't  set  a  limit  in  advance  for 
the  amount  you  can  charge. 

As  a  result  you  set  the  pattern 
on  spending  limits  with  the  Card 
as  you  use  it  Some  other  cards  limit 
you  to  as  little  as  $500.  This  can  be 
trouble  on  a  trip  if  you  find  you've 
exceeded  the  set  limit. 

Those  are  some  of  the  reasons 
why  I  have  the  American  Express 
Card.  You  should,  too.  (But  that's 
just  my  opinion.) 

To  apply  for  the  | 
Card,  call  toll-free 
800-528-8000. 


The  Americati  E^^iress  Card.  Don't  leave  home  without  it. 


Company  Index 


Addreuograph    Multigraph    81 

Affiliated    Fund   116 

American   Broadcasting  Cot  50 

American    Standard    97 

AT4T    29 

Anglo   American    Gold    122 

Arabair  Services  Corp  84 

Armitrong    Cork     97 

Arthur    Anderjen     67 

Atlantic     Richfield      118 

Babson    Fund*  113 

Baker    Infl     118 

Balkancar    74 

Beehtel      28 

Bekor  Indi    102 

Bird    4.   Son  97 

Boston    Edison    il3 

Braniff    Infl    113 

C.  Brewer  &  Co    73 

CBS      50,  84 

CPC    Infl    97 

Capital   Cities  Communications  50,  52 

Chubb  Corp    67 

Cities    Service     97 

Clark    Equipment     ~ 74 

Coca-Cola     27 

Con    Edison     1 13 

Coopers  &  Lybrand    67 
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We'll  take  on  the  most 
demanding  business  traveller 

in  the  world. 


For  more  than  forty-five  years  Swissair  has  been 
flying  businessmen  to  their  appointments  around 
the  world.  And  it  hasn't  been  easy. 

Smiles  don't  come  easy. 

A  demanding  busi- 
ness traveller  is  about 
the  most  demanding 
passenger  any  airline 
can  take  on.  To  him 
a  ticket  is  a  contract. 
He  expects  as  much 
from  us  as  any  other 
supplier  that  he  does 
business  with.  He  also 
assumes  that  we're  going  to  be  courteous,  clean, 
and  caring.  And  give  more  than  a  smile  when  he 
makes  a  request.  So  if  we  can  please  him,  we'll 
know  we've  got  quite  an  airline. 

First  class  on  every  flight  is  a  must. 

When  a  business  traveller  is  accustomed  to  all 
the  comforts  of  first  class,  he  ought  to  have  them. 
But  many  airlines  schedule  all-economy  flights. 
Every  one  of  Swissair's 
731  flights  a  week  has^^-^^^nj 
first  class  service. 
And  in  our 
business,  as 
in  yours,  practice 
makes  perfect.  Just  ask 
anyone  who's  flown  Swissair' 

We  go  where  he  goes  or  else. 

A  business  traveller  isn't  going  to  stick  with  an 
airlin^e  that  can't  take  him  where  his  business  takes 


him.  That's  why  as  business  has  become  more 
and  more  international,  the  Swissair  network  has 
spread  out  wider  and  wider.  At  last  count  we  flew 
to  87  cities  in  63  countries  on  5  continents.  We're 
a  true  world  wide  airline. 


A  'k'k'k'k  restaurant  in  the  air. 

If  you  don't  e>qDect  much  of  airline  food  then 
you  probably  haven't  had  the  opportunity  to  fly 
Swissair.  While  it's  difficult  to  describe  in  words 
what  food  tastes  like,  we  can  promise  Swissair's 
cuisine  is  consistent  with  the  quality  of  the  other 
services  we  offer  our  passengers. 

On  time  connections. 

The  demanding  business  traveller  expects  an 
airline  to  run  the  same  way  his  life  does.  On  time. 
Without  excuses.  He  also  demands  regular  flights 
at  convenient  hours.  So  we  fly  from  New  York, 
Boston,  or  Chicago  to  Switzerland  every  day. 
Leaving  after  the  business  day  here  and  arriving 
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at  the  beginning  of  the  very  next  business  day 
there.  It's  typical  of  the  regular  flights  we  have  to 
all  the  business  capitals  of  the  world,  whether 
they're  in  Eastern  or  Western  Europe,  Africa,  the 
Mideast  or  Asia. 

If  you  haven't  flown  Swissair  yet,  you've  prob- 
ably heard  about  us  from  demanding  business 
travellers  of  your  acquaintance.  Unless  our  rumors 
are  different  than  yours,  you've  been  hearing 
some  rather  nice  things.  We're  proud  of  that  rep- 
utation. One  of  the  reasons  we  have  it  is  that  the 
people  who  run  Swissair  are  also  quite  demand- 
ing. But  that's  understandable.  They're  Swiss 
businessmen. 

For  reservations  and  information  about  any  of 
Swissair's  wide-body  flights  from  New  York, 
Boston,  Chicago,  Toronto  and  Montreal  see  your 
TRAVEL  AGENTS  corporate  travel  consultant, 
or  your  local  Swissair  office. 
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We  take  on  the  world's 
nnost  demanding  business  travellers. 


Fantus  Study*  confirms  it . . . 

UtofT 

has  number  one 
business  dimate 
in  the  West! 


I 


A  business  climate  is  made  up 
of  many  factors,  such  as  state  and 
local  taxes,  labor  laws  and  strike 
experience,  public  assistance 
outlays,  workmen's  compensation 
benefits,  educational  levels  and 
facilities,  percentage  of  home 
ownership,  vocational  education, 
available  doctors  and  hospitals, 
recreation,  parks,  culture,  and 
living  style. 


When  you  put  them  all  together 
in  western  America,  they  spell 
UTAH. 

A  survey  by  the  Fantus 
Company,  internationally 
recognized  plant  location 
consultants,  ranked  Utah  tenth 
nationally  and  first  in  the  West  in 
its  business  climate  analysis.  If  you 
are  not  acquainted  with  Utah, 
this  may  be  a  surprise.  If  you  are, 
it  won't  be. 


There  are  a  lot  of  good  reasons 
for  locating  your  new  plant  or 
your  new  corporate  or  regional 
office  in  Utah.  We  would  enjoy 
the  chance  to  tell  you  about 
them.  Write  to: 

Utah  Industrial  Development 

Division 
Dept.    FBS-5 

#  2  Arrow  Press  Square 
Salt  Lake  City.  Utah  84101 


Win  the  West  from 


"As  reported  in  'A  Study  of  the  Business  Climate  of  the  Stotes,' 
prepared  by  FANTUS  in  August  1975  for  the  Illinois 
Manufacturers  Association. 
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This  is  all  you  need 
to  get  what  is  perhaps  the 
most  important  fleet-user's  booklet 

in  the  last  five  years. 
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What  you  can 

do  to  cope  with 

rising  fleet  costs  In 

an  inflationary 

market 


'^"'"POslti 


«  analysis 
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Our  new  booklet  reveals  what  hundreds  of  the  nation's 
largest  and  most  prestigious  companies  are  doing  to  cope 
with  today's  soaring  fleet  costs. 

You'll  get  a  graphic  look  at  the  dramatic  upturn  in  fleet 
expenses  over  the  last  four  years  in  specific  categories,  and 
the  outlook  for  the  coming  year. 

You'll  learn  point-by-point  what  can  be  done  to  blunt  the 
effects  of  rising  gasoline  prices,  mounting  operating 
and  maintenance  expenses,  higher  new-car  costs, 
and  a  great  deal  more. 

So  slip  the  coupon  in  an  envelope  and  mail.  You'll  quickfy 
get  an  impressive  return. 


me. 

6200  N.  Western  Ave.,  Chicago,  Illinois  60659 

Leasing  Chevrolets  and  other  fine  cars  and  trucks  for  over  38  years. 

Serving  over  500  of  America's  leading  corporations. 


Side  Lines 


Issue  Editor:  Geoffrey  Smith 


Editor:  James  W.  Michaels 

Managing  Editor:  Sheldon  Zaiaznick 

Art  Director:  Ed  Wergeles 

Executive  Editor:  Dero  A.  Saunders 

Economics  Editor:  Ben  Weberman 

Senior  Editors:  James  Cook,  Ruth  Gruenberg, 
Robert  J.  Flaherty,  Stephen  Quickel,  Geoffrey 
Smith,  Howard  Rudnitsky 

Associate  Editors:  William  Reddig,  Clothield 
Spencer,  Malcolm  S.  Forbes  Jr.,  Jefferson 
Grigsby 

Staff  Writers:  Paul  Gibson,  David  L.  Warsh, 
Harold  Seneker 

Reporters:  Lawrence  Minard,  Esther  Dyson, 
Phyllis  Berman,  Paul  Blustein 

Assistant  Editor:  Betty  Franklin 

Statistical  Department:  Editor,  Robert  M. 
Sterenson;  Associate  Editor,  Donald  E.  Popp; 
Edward  Sakalian,  Maria  M.  Latorraca,  Ann 
Oliver,  Steven  Markman 

Reporter-Researchers:  Richard  E.  Smith,  Breeze 
McMennamin,  Susan  Denvir,  Sally  Hardesty, 
Elizabeth  Bailey,  Sharon  Reier,  Hope  Ludlow 

Copy  Department:  Chief,  James  Henderson; 
Dolores    Guilhot,    Alex    Mitchell,    Nanci    Hollas 

West  Coast  Bureau:  Ellen  Melton,  Manager; 
Kathleen  K.  Wiegner,  Sally  J.  Koris 

Washington  Bureau:  Paul  W.  Sturm,  Manager; 
Jean  A.  Briggs,  Marcia  R.  Berss 

European  Bureau:  James  Flanigan,  Manager; 
Marilyn  Dammerman 

Art  Department:  William  E.  Galbreath,  Roger 
Zapke,  Assistant  Directors;  Nikki  Frost,  Ruth 
Rothstein 

Columnists:  Heinz  H.  Biel,  Lucien  O.  Hooper 

Director  of  Production:  John  J.  Romeo; 
Assistants,   Robert  M.   Rosengarten,   Edward 
Morgan,  Leonard  L.  SeidI,  Diane  B.  Freeman 

Wire  Room  Manager  James  Cianelli; 
Assistant,  Vincent  Loccisano;  Arthur  Petz 
Advertising  Production:  Patricia  Deckelnick 
Librarian:  Dolores  A.  Lataniotis; 
Clarita  Jones,  Santiago  Alvarado,  Gloria  Katz 


«« 


99 


B. 


President  and  Editor-in-Chief:  Malcolm  S.  Forbes 
Publisher:  James  J.  Dunn 
Executive  Vice  President:  Leonard  H.  Yablon 
Vice  President  Administration:  Peter  Kiers 
Vice  President-Treasuren  Leonard  Greenberg 
Vice  President-Secretary:  Malcolm  S.  Forbes  Jr. 
Controller:  Joel  B.  Redler 

Director  of  Advertising: 
Stephen  G.  Nicoll 

Director  of  Sales  Promotion  and  Research: 

Wm.  Donald  Garson 

Director  of  Circulation  Promotion: 
John  M.  Thornton 

Director  of  Circulation  Administration: 
James  A.  Haworth 

Director  EDP:  Jerome  Hoffman 

Advertising  Representatives: 
New  York:  60  Fifth  Ave.,  10011, 
Peter  M.  Schoff,  Mgr., 
Arnold  J.  Prives,  Fin.  Adv.  Mgr., 
William  R.  Arnold,  Dir,  Spec.  Proj., 
George  C.  Clissold,  Christopher  C.  Forbes, 
Donald  W.  MacDonald,  G.  Douglas  Kinzel, 
G.  Croft  Henry 

Atlanta:  550  Pharr  Rd.  N.E.,  30305, 
Don  L.  Uhlenhopp,  Mgr. 

Chicago:  435  N.  Michigan  Ave.,  60611, 

Richard  W.  Reynolds,  Mgr, 

James  H.  Mallon,  Fred  H.  Wellington 

Cleveland:  Suite  501,  The  Leader  Building, 

44114, 

James  B.  Norton,  Mgr. 

Detroit:  2401  West  Big  Beaver  Rd., 
Troy,  Mich.  48084, 
Richard  E.  Forbes,  Mgr. 

Los  Angeles:  5900  Wilshire  Blvd.,  90036 
Robert  L.  Kimmerle,  Mgr. 

San  Francisco:  50  California  St.,  94111 
John  B.  Cunningham,  Mgr. 

Dallas:  2660  LTV  Tower,  75201,  Donald  R.  Brown 

CLASSIFIED:  Sarah  Madison 

60  Fifth  Avenue,  New  York,  N.Y.  10011 

Phone:  212-675-7500 


Mgr.  Subscription  Service:  T.M.  York 
60  Fifth  Ave.,  New  York,  N.Y.  10011 


You  Might  Find  It  Interesting 


Ever  since  All  the  President's  Men  even  Forbes  has  been  receiving 
mysterious  leads  from  would-be  Deep  Throats.  Recently,  for  example, 
Senior  Editor  Stephen  Quickel  got  a  call  from  a  man  who  identified 
himself  only  as  "Adam  Smith  III."  Adam  turned  out  to  be  an  insider 
in  the  real  estate  industry  with  an  intriguing  tip  on  a  risky  new  tax 
shelter  called  Housing  Partnership  Investments  Ltd.,  or  "Hippie"  for 
short.  It  had  been  created,  he  said,  by  A.  Bruce  Rozet  of  Los  Angeles' 
Income  Equities  Corp.  before  California  regulators  chased  him  out  of 
the  business  in  that  state.  Now  Hippie  was  sponsored  by  Wall  Street's 
E.F.  Hutton  and  SonnenbUck  Goldman  Corp.,  one  of  the  country's 
most  respected  real  estate  firms. 

A  week  later,  Quickel  was  having  lunch  with  an  old  source,  a 
Los  Angeles  securities  attorney.  "Ever  hear  of  an  outfit  called  Income 
Equities  and  a  man  named  Bruce  Rozet?"  the  lawyer  asked.  "You 
might  find  it  interesting  to  look  into."  Quickel  had  indeed  heard  of 
Rozet,  having  written  during  the  late  Sixties  about  a  now-defunct 
conglomerate  Rozet  then  headed  called  Commonwealth  United  Corp. 
After  two  such  tips,  Quickel  was  on  the  story  at  once  (see  p.  61). 

Just  getting  a  prospectus  for  Hippie  (a  private  oflFering)  took  a  full 
month.  "One  day  it  just  materialized  on  my  desk  in  a  plain  brown 
wrapper,"  says  Quickel,  "from  Adam  Smith  III,  I  suspect."  Meanwhile 
our  man  tracked  down  every  source  he  could  find  who  knew  anything 
about  Income  Equities'  tangled  affairs  and  Hippie's  origins.  Many 
simply  clammed  up  or  referred  Quickel  to  their  lawyers.  Along  the 
way  he  turned  up  a  list  of  Hippie's  high-tax  bracket  investors.  "It  was 
very  enlightening  to  find  out  how  little  most  investors  knew  about 
Rozet's  crucial  involvement  in  Hippie  and  his  lousy  record  in  similar 
tax  shelters,"  says  Quickel.  "If  Hippie  was  good  enough  for  their 
accountant,  and  Hutton,  it  was  good  enough  for  them." 

There  were  the  usual  aggravations  and  curiosities  to  the  reporting 
as  well:  Sonnenblick  Goldman's  Charles  H.  Boxenbaum  canceled  an 
interview  with  Quickel  only  minutes  before  it  was  scheduled  to  begin. 
Quickel  then  phoned  his  office  daily  for  two  weeks,  finally  hand  de- 
livering a  letter  that  informed  Boxenbaum  we  were  running  the  sto- 
ry anyway.  Within  an  hour  a  Sonnenblick  lawyer  responded  with  an 
invitation  to  lunch  with  Boxenbaum.  Talking  to  Rozet  himself,  how- 
ever, was  simple.  "Come  on  over  and  have  a  hamburger  with  me," 
said  Rozet.  "Only  for  God's  sake  take  it  easy  on  me.  I've  got  a 
wife  and  kids,  you  know." 


PAID  CIRCULATION  OVER   640,000 


Reporter  Paul  Blustein  approached  his  story  on  unemployment, 
which  begins  on  page  30,  with  strong  emotions.  Upon  graduating 
from  Oxford  in  June  1975  he  spent  a  bit  over  two  months  looking 
unsuccessfully  for  a  job.  "I  must  have  gone  to  every  newspaper,  every 
general  news  and  business  magazine,  every  radio  and  television  sta- 
tion in  New  York  and  Long  Island  and  also  quite  a  few  in  Michigan, 
Iowa  and  Baltimore,"  he  says,  "including  one  local  paper  that  turned 
out  to  have  no  editorial  copy,  just  ads.  It  was  a  miserable  experience. 
I  decided  something  had  to  be  done  about  unemployment,  and  I  agreed 
with  Arthur  Bums'  proposal  that  the  Government  ought  to  offer  jobs 
at  low  wages  just  to  give  people  something  to  do.  But  after  re- 
searching this  story  I  think  that's  wrong.  Unemployment  for  most  peo- 
ple turns  out  to  be  mercifully  short-lived.  Such  a  program  probably 
wouldn't  be  effective  or  economical." 

Blustein's  thoughtful  analysis  of  the  various  proposed  solutions  to 
unemployment  make  provocative  reading  in  this  election  year,  all  the 
more  so  because  his  emotions  first  pointed  in  the  opposite  direction.  ■ 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


8 


FORBES,   OCTOBER    1,    1976 


A 


Which  would  you  rather  be 

a  yes -man 
or  a  know-man? 


The  easiest  thing  in 
the  world  is  to  go  along 
with  what  everybody  else 
thinks  is  right. 

But  if  you're  in  busi- 
ness, it  may  not  be  the 
smartest  thing. 

Because  finally,  some 
day,  a  man  or  woman  in 
business  has  to  know. 
Because  finally,  his  or  her 
opinion— if  it  is  to  be  the 
right  opinion -has  to  be 
based  on  facts.  And  his  or 
her  decision— if  it  is  to  be  listened  to  and 
respected^  and  acted  on— has  to  be  made  on 
honest,  unbiased,  in-depth  information. 

How  do  you  get  that  information?  How 
do  you  know  what's  really  happening  in  busi- 
ness today,  what's  important,  what's  reliable, 
what's  factual? 

May  we  submit  that  the  way  to  know  is  to 
read  The  Wall  Street  Journal? 

The  Wall  Street  Journal  has  the  largest 
staff  of  business-news  experts  in  the  world. 
Every  day,  reports  firom  that  staff,  stationed 


around  the  globe,  pour 
mto  Journal  headquar- 
ters. Journal  editors  then 
select  and  present  to 
Journal  readers  what  is 
most  significant,  most 
important  to  people  like 
you. 

You  can  get  The 
Journal  delivered  to  your 
home  or  office  every  busi- 
ness day  for  just  86(t*a 
for  any  period  fi-om 
13  weeks  to  a  year.  Just 
fill  out  and  mail  in  the  attached  reply  card. 
Or,  if  the  card  has  already  been  taken,  write  to 
The  Wall  Street  Journal,  200  Burnett  Road, 
Chicopee,  Mass.  01021.  We'll  bill  you  later. 

Should  you  read  The  Journal?  There's  no 
answer  but  "Yes. "        ^^| 

The 

Wall  Street 

Journal 

*Price  gocxl  in  United  States  and  possessions. 


Free! 

Hundreds  of  useful 
investment  facts 

Our  latest  issue  of  "In- 
vestments For  a  Changing 
Economy"  is  packed  with 
facts  and  figures. 

Helps  you  map  out  your 
investment  strategy  for  the 
months  ahead.  Suggests 
what  to  do.  And  what  not  to. 

Recommends  stocks  we 
think  are  attractive  buys. 
Outlook  for  interest  rates. 
Tax-free  municipals.  Money 
markets. 

Plus  recent  financial 
developments,  new  invest- 
ment opportunities.  And 
lots  more.  Yours  free. 
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Free!  "Investments  For  a 
Changing  Economy" 

Call  toll-free  800-327-4800. 
In  Florida  1-800-432-7521.  Or  write: 
Merrill  Lynch  Service  Center 
P.O.  Box  700,  Nevada,  Iowa  50201 


NFO  1000  ICE 


Name. 


Address- 
City 


State- 


.Zip_ 


Business  Phone- 
Home  Phone 


Merrill  Lynch  customers,  please  give  name 
and  oflRce  address  of  Account  Executive: 


Merrill  Lynch 

Pierce 

Fenner  8  Smith  Inc. 


CiCopyrighl  1976  Merrill  Lynch  Pjercp  KennerA  Smith  Inc. 
Member,  Securities  Investor  Protection  Corporation  (SIPC) 


Trends  &Tangents 


Washington 


Trimming  Congress 

U.S.  congressmen,  in  case  they 
don't  know,  are  entitled  to  free  hair- 
cuts. But  that  is  apparently  the  limit 
of  their  enthusiasm  for  cutting  any* 
thing  when  it  comes  to  their  own 
benefits:  Congress  spent  $925  million 
on  itself  in  the  fiscal  year  just  end- 
ed, with  excellent  prospects  of  becom- 
ing another  billion-dollar  bureaucracy 
next  year.  Legislative  branch  agencies 
employed  37,303  at  the  end  of  1975, 
an  increase  of  22%  since  1970.  The 
most  dramatic  rise  was  a  44%  jump 
in  the  number  of  congressional  staff 
personnel,  to  a  present  total  of  17,039. 
Each  senator  now  gets  a  staff  al- 
lowance ranging  from  just  under 
$400,000  to  over  $800,000.  Other 
funded  services  vary  from  the  Con- 
gressional Budget  Office  and  Library 
of  Congress  to  the  U.S.  Botanic  Gar- 
den, which  will  get  an  estimated  $1.2 
million  in  1976  to  collect  and  cul- 
tivate plants  for  display. 


Foreign 


Pipe  Down 

Environmentalists  from  all  over  the 
world  will  be  studying  Darlington, 
England  in  the  next  two  years.  Dar- 
lington has  been  declared  a  quiet 
town  in  an  experiment  to  show  what 
can  be  achieved  by  making  all  of  Brit- 
ain's recently  passed  antinoise  laws 
fully  operational.  Thus  factories  will 
have  to  discover  quieter  processes, 
and  people  who  slam  car  doors  late 
at  night  will  be  acting  illegally  as  well 
as  antisocially.  Motorcycles  will  have 
to  be  toned  down,  somehow.  And 
even  five-  and  six-year-olds,  says  a 
report,  will  be  lectured  on  which 
noises  are  antisocial  in  an  attempt  by 
environmental  planners  to  succeed 
where  millennia  of  parental  authority 
have  failed. 

New  World  Order 

Every  Friday  a  list  of  crude  oil 
spot  prices  is  issued  by  London - 
based  Syndic  Agencies.  The  publish- 
er, G.K.  Menon,  is  an  Indian  who 
says  he  is  a  partner  m  an  Arab  syndi- 
cate. "We  owe  allegiance  to  the  pro- 
ducer countries  and  enjoy  their  con- 
fidence," says  Menon.  His  crude  pric- 
ing service  and,  occasionally,  a 
thoughtful  letter  on  some  aspect  of 
the  world  economy  as  it  pertains  to 
relations  between  the  industrial  world 
and  the  oil  and  commodity  producing 
couDtries   costs   $950   a   vear.    Menon 


won't  disclose  how  many  subscribers 
he  has,  but  does  say  that  he  repre- 
sents a  Third  World  view  of  oil,  as  op- 
posed to  "all  the  other  sources,  who 
are  primarily  Western."  By  that  he 
means  Wanda  Jablonski's  authorita- 
tive Petroleum  Intelligence  Weekly, 
among  other  publications.  Menon, 
echoing  pronouncements  from  India's 
ruler  Indira  Gandhi,  says:  "We  have 
come  to  regard  control  of  the  news 
media  as  a  vital  lever  of  power." 

From  The  Ashes 

The  American  Unixersity  in  Beirut 
has  come  upon  hard  times  with  its 
home  city  practically  destroyed.  So 
the  trustees  of  the  institution  have  hit 
upon  a  plan  to  support  it,  perhaps 
even  build  a  new  campus  for  it,  in 
Bahrain  if  that  becomes  necessary  in 
the  future.  Using  the  technical  exper- 
tise of  AUB's  faculty,  the  trustees 
have  formed  a  company  named  AUB 
Services.  Already  AUB  Services  has 
$4.5  million  in  two  contracts— one  for 
training  staff  and  administering  a  hos- 
pital in  Bahrain  and  another  for  man- 
agement of  an  agricultural  research 
station  in  Saudi  Arabia.  "We  hope  to 
emulate  the  way  Stanford  Research 
Institute  supported  Stanford  years 
ago,"  says  one  of  the  unvanquished 
AUB  trustees. 

(Continued  on  page  123) 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $4  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 
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and  last 
ivord  in 

desktop 
dictation 
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In  any  organization,  different 
people  have  different  dictation 
needs.  So  when  your  executives 
and  supervisors  have  heavy 
dictation  workloads,  it  makes 
sense  to  equip  them  with  their 
own  personal  Norelco  desktop 
"idea  machines'.'  Choose  the 
Norelco  98  Executive  or  the  new 
Norelco  97.  They're  efficient, 
easy  to  operate,  with  built-in 
Norelco  quality  and  reliability. 


Designed  to  increase  the  flow  of 
productive  ideas  and  written 
communications.  And  because 
they  record  on  the  Norelco 
"idea  capsule®','  they're 
compatible  with  the  entire 
Norelco  "idea  machine®"  system. 
See  for  yourself  why  more 
Norelco  dictating  machines  are 
sold  than  any  other  brand. 
Call  your  local  Norelco  dealer, 
or  mail  the  coupon.  Today. 


Norelco . . .  Quality  and  Reliability 


/Vore/i 


we/co 

Philips  Business  Systems,  Inc. 

A  NORTH  AMERICAN  PHILIPS  COMPANY 

175  Froehlich  Farm  Boulevard. 
Woodbury.  New  York  1 1 797 

D  Send  me  complete  information 
n  Call  me  for  an  appointment. 


Name- 


_Tiiie- 


Organization. 
Address 


Oty/Slate- 


.Zip- 


J  F-1076-97/98  01976  Philips  Business  Systems.  Inc 


PracticallY  everything  you  eat  gets  to  you  by  truck. 


Practically  everything  you  wear 
gets  to  you  by  truck. 


^ 


Practically  everything 
gets  to  you  by  truck. 


%y 


% 


k 


Just  about  the  only  thing  you  own 
that  wasn't  deliverad  by  truck  is  you 


A  small  tribute  to  the  men  who  keep  things  rolling  from  unlroyal,  aJQL 
the  people  who  make  some  of  the  tires  they  roll  on.  w^^^^^^^^ 
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Even  if  you're  covered  for  catastrophes 

like  this...are  you  covered  for  all  the  business 

you'd  lose  not  operating? 


Unfortunately,  many  companies  today  are  under-insured  for  property  damage.  But  even 
if  they  have  adequate  property  coverage,  they  tend  to  overlook  the  necessity  of  Business 
Interruption  Insurance.  Coverage  that  insures  you  for  the  business  you'd  lose  while  not 
operating,  often  a  greater  loss  than  the  property  damage  itself. 

As  one  of  the  world's  leading  insurance  brokers,  Alexander  &  Alexander  would  not  only 
make  sure  you  have  this  vital  coverage — we'd  do  a  lot  more. 

First,  we'd  go  through  your  company  very  carefully,  very  thoroughly.  We  may 
recommend  important  loss  control  measures  that  could  make  your  company  a  safer  risk  and, 
quite  possibly,  reduce  your  premiums.  At  the  same  time,  we'd  be  helping  to  prevent  a 
catastrophe  from  ever  happening  in  the  first  place. 

If  your  insurance  broker  isn't  helping  you  stay  in  business,  maybe  you've  outgrown  him. 
And  maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Americas,  New  York,  N.Y.  10036.    m  l^^-^^i^^^— 
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To  meet  the  demands  ol  the 
Electric  Economy,  our  computers 

are  playing  hmise. 


Through  computer 
simulation,  home 
builders  in  the  Southern 
electric  system's  four-state  area 
are  able  to  forecast  the  energy 
requirements  and  estimate  related 
energy-saving  benefits  of  a  number  of 
residential  construction  methods. 

The  residential  building  energy 
computer  program  is  offered  free  to 
builders  by  the  system  companies.  And 
the  results  could  be  used  to  create 
substantial  savings  in  energy  bills  for 
homeowners  —  at  the  same  time  helping 
to  reduce  our  expenditures  for  costly 
generating  facilities. 

That's  important  —  to  the  Southern 
electric  system  and  to  its  customers. 
Because  we  see  a  day  when  just  about 
everything  that  moves  will  be  powered  by 


electricity. 

And  that 

means  finding 

ways  to  use 

electricity  more  efficiently 

It's  why  Alabama  Power,  Georgia  Power, 
Gulf  Power,  and  Mississippi  Power,  with  the 
help  of  Southern  Company  Services  and 
The  Southern  Company,  are  determined  to 
be  ready  for  the  Electric  Economy. 

Demanding  work.  But  it  means  we'll  have 
the  electricity  needed  to  supply  something 
that  will  work.  The  Electric  Economy. 


Southern  Company 

the  southern  electric  system 


I   I 


mestic 
maifcet  bigger 

than  theU.S. 
mestic  market? 


It  may  come  as  a  surprise  to 
you  that  the  Republic  of  Ireland's 
domestic  market  is  bigger  than 
the  U.S.  domestic  market.  The 
explanation  is  simple  :  Ireland  is 
a  member  of  Europe's  Common 
Market,  with  tariff-free  access  to 
over  260  million  consumers. 

It  only  partly  explains  however, 
why  the  RepubUc  is  becoming 
Europe's  Jastest  growing  indus- 
trial locatii)n  with  over  600  enter- 
prises frbm  19  nations  locating 
here,  including  some  180  from 
the  U.S. 

The  full  answer  lies  in  the  Irish 
government's  whole-hearted  ap- 
proach to  industrial  expansion. 
Overseas  firms  locating  here  en- 
joy, for  example,  non-repayable 
government  grants  towards  sites, 
plant,  machinery;  free  worker 
training;  no  tax  on  profits  imtil 
1990;  free  repatriation  of  capital 
and  profits. 

And  these  legislated  advant- 
ages are   added  to  an  already 


attractive  industrial  environment 
with  abundant  space,  power  and 
water  resources  and  a  highly 
skilled  English-speaking  work- 
force. 

For  an  increasing  number  of 
firms  the  Republic  of  Ireland  has 
become  their  most  profitable 
manufacturing  option  in  the  Com- 
mon Market.  If  your  company  is 
considering  a  European  expan- 
sion, consult  the  government's 
one-stop  development  service  - 
the  Industrial  Development  Auth- 
ority. They  can  give  you  a  prompt, 
detailed  assessment  of  your  com- 
pany's ehgibility  and  the  degree 
of  financial  support  it  can  obtain 
in  the  Republic. 

Contact  Industrial  Development 
Authority-Ireland  at : 
280  Park  Avenue,  NEW  YORK, 
NY  10017/(212)  972-1000;  1  East 
Wacker  Drive,  CHICAGO,  IL 
60601/(312)  644-7476:  Suite  2065, 
1100  Milam  Building,  HOUSTON, 


TX  77002/(713)  658-0055;  515 
South  Flower  St.,  LOS  ANGELES, 
CA  90071/(213)  624-1024. 
Overseas  offices  also  in  Toronto, 
Tokyo.  Sydney,  Brussels,  Paris, 
Cologne,  Copenhagen  &  London. 


Tim  announcemenl  is  published  by  IDA  Ireland.  280  Park  Avenue,  New  York.  10017.  which  is  registered  under  Ihe  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  ot  Ireland 

This  material  is  Med  with  the  Department  of  Justice  where  Ihe  required  registration  statement  is  available  for  public  inspection.  Registration  does  not  mdicate  approval  of  Ihe  contents  by  the  United  Slates  Government 


Sheaffer 

makes  your  advertising 

work  harder:  You  get  a 

custom-designed  pro- 
gram {including  such 
items  as  your  com- 
pany's imprint  gift 
boxes,  etc.),  a  wide 
choice  (widest  of  all), 
excellent  service 
(we  move  fast]— and 
your  pen  is  a  care- 
fully crafted 
Sheaffer.  No  wonder 
more  than  half  of 
our  business  is 
repeat  business! 


Put  the  craftsman's  pen  to  work  for  your  company 


We  can  help  in  many  ways,  just  send  in  the  coupon 


Sheaffer  Pen  Company 

Special  Products  Division,  Dept.  FB-10 

Fort  Madison,  Iowa  52627 

You  can  help  me  with: 

Ad  Specialties  (Zl         Premiums  LJ        Business  Gifts  D 

Name 


Company 
Address- 
City 


Phone. 


SHEAFFER  kiiiiilldJ 

Sheaffer  Pen  Division  of  Textron  Inc 


Readers  Say 


Just  A  Customer 

Sir:  I  take  strenuous  objection  to 
being  described  as  a  "former  associ- 
ate" of  Bernard  Comfeld  (Aug.  15). 
Comfeld  was  the  chief  executive  of- 
ficer of  Investors  Overseas  Services. 
A  number  of  investment  companies 
managed  by  lOS  were  cUents  of  Ar- 
thur Lipper  Corp.  Being  an  "associ- 
ate" of  IDS  or  Comfeld  would  have 
been  a  violation  of  U.S.  securities  reg- 
ulations. In  the  case  of  lOS,  we  per- 
formed a  number  of  noninvestment 
advisory  administrative  and  commu- 
nications services.  We  were  rewarded 
for  efficient  performance  of  these  ser- 
vices through  receipt  of  brokerage 
commission  business. 

—Arthur  Lipper  III 

President, 

Arthur  Lipper  Corp. 

New  York,  N.Y. 

States  Not  So  Well  Informed 

Sir:  Your  article  "Friend  Of  The 
Foxes?"  {Aug.  15)  does  an  injustice 
to  Lawrence  Muir.  No  guidelines  or 
required  disclosures  will  eliminate  the 
ability  of  dishonest  promoters  to  de- 
fraud investors. 

—Thomas  A.  James 

President, 

Raymond,  James  &  Assocs.,  Inc. 

St.  Petersburg,  Fla. 

Good  Ice  Cream  Still  Around 

Sir:  Your  supposing  a  correlation 
between  declining  ice  cream  sales  and 
inferior  quality  is  right  on  the  mark 
(Fact  ir  Comment,  Sept.  15).  How- 
ever, Howard  Johnson's  ice  cream  still 
contains  the  same  pure  ingredients 
and  high  butterfat  levels  that  made  it 
an  instant  success  when  introduced 
in   1925. 

—Hugh  J.  Kelly 

Group  Vice  President, 

Purchasing  and  Special  Divs. 

Howard  Johnson's 

Braintiec,  Mass. 

Sir:  If  you  think  ice  cream  is  lousy 
now,  wait  until  the  FDA  and  the  In- 
ternational Ice  Cream  Manufactur- 
ers Association  get  their  new  "stan- 
dards" adopted.  As  the  man  said,  you 
ain't  seen  nothin'  yet. 

— Gayloho  W.  Willis 

President, 

Old  Uncle  Gaylords 

Old  Fashioned  Ice  Cream  Parlouis 

San  Francisco,  Calif 

Sir:    Have  you  tried   Mamie's   Icf 

Cream  Restaurant  in  New  York  Cit\  ' 

They  use  Sedutto's   ice  cream,   rated 

{Continued  on  page  i2.')) 
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'With  all  thy  getting  get  understanding'' 


Fact  and  Comment 


ELECTION  COULD  MEAN  300 

That's  not  meant  to  be  a  scare  headline. 

But  I'm  mystified  by  the  number  of  pundits  on  and  in 
business  who  assure  us  that  the  election's  outcome  will 
have  little  or  no  impact  on  the  economy  of  this  country, 
for  a  year  or  more  anyway. 

Utter  nonsense. 

If  Jimmy  Carter's  elected  and  if  we  can  depend  upon 
his  doing  many  of  the  things  he  says  "yo"  can  depend  on 
[it],"  before  long  the  Dow  Jones  could  be  down  as  much 
as  150  points. 

Sure,  it  may  take  a  year  for  him  to  have  an  impact 
on  the  federal  budget.  It  may  take  as  long  to  institute 
his  total  tax  revision,  socking  business  with  new  taxes 
and  removing  mortgage  interest  deductions  from  individ- 


POINTS  ON  THE  DOW  JONES 

uals,  but  the  fact  that  these  are  on  the  menu  will  have 
an  effect. 

It's  not  that  Carter  as  President  can  immediately  imple- 
ment all  his  Populist  You-Can-Depend-On-Its.  It  is  the 
fact  that  he  may  try  to,  and  will  certainly  succeed  in 
some  and  perhaps  many. 

President  Ford's  election,  on  the  other  hand,  will  mean 
a  continuation  of  capital  spending,  since  corporations 
will  not  have  to  hold  up  and  see  what  happens  to  con- 
sumer confidence  and  consumer  spending.  The  Dow  Jones, 
in  that  event,  is  likely  to  be  150  points  higher. 

So  that's  a  300-point  spread. 

No  matter  how  you  slice  it,  the  election  outcome  will 
most  certainly  have  its  effect  on  the  economy. 


UNTIL  CHAIRMAN  MAO'S   DUST  SETTLES 

(or  until  his  remains  are  permanently  pickled  a  la  Lenin),  marbles,  we  should  fast  firm  up  our  friendship.  A  China 
there's  little  we  can  do  to  further  improve  our  Chinese  backed  by  strong  ties  with  the  U.S.  is  almost  as  great  a 
relations.  But  as  quickly  as  it's  apparent  who's  got  the      deterrent  to  Russian  aggression  as  our  nuclear  weapons. 


COMMUNISTS   CAPTIVATED 

With  Russia  in  the  vanguard,  Communist  countries  are 
rolling  up  debt  as  fast  and  vast  as  the  capitalist  bankers 
and  governments  of  the  West  will  grant. 

The  Soviets  are  rvmning  a  deficit  with  us  and  with 
other  industrial  free  lands  at  a  rate  of  an  estimated  $350 
million  a  month. 

Twenty  years  after  Mr.  Khrushchev  boasted  that  his 
grandchildren  would  bury  us  the  Free  World  has  had  to 
provide  his  covmtry  with  massive  quantities  of  food  to 
help  feed  millions.  At  the  same  time  the  Soviets  have 


BY   CAPITALISTS'   CAPITAL 

purchased  Western  technology  to  the  tune  of  nearly  1,000 
turnkey  plants. 

Red  gold  has  had  to  be  sold  thus  helping  to  depress  the 
value  of  their  reserves.  The  London  Financial  Times  esti- 
mated that  the  USSR  $15-billion  debt  to  Free  World 
bankers  is  now  twice  their  gold  reserves. 

So  much  for  who's  burying  whom. 

Without  such  borrowings  from  the  West,  an  awful  lot 
of  Communists  would  be  interred  along  with  those  in- 
terned behind  the  Iron  Curtain. 


SOME  SPECIFICS  ON  WHY  SO  MANY   ARE   SO   SORE  AT   "WASHINGTON" 


In  running  for  election,  campaigning  against  Wash- 
ington—big government  and  bureaucracy  and  the  Capitol 
mess  and  politicians— seems  the  surest  way  for  those  there 
to  get  back  again  and  for  those  who  want  to  get  there 
to  succeed. 

Why?  Why  are  Americans  so  angered  and  so  frustrated 


with  our  Government,  our  institutions,  from  Congress  to 
the  Executive  and,  especially,  the  vast  and  ceaselessly 
growing  federal  bureaucracies? 

Here,  from  a  letter  recounting  personal  experiences,  is 
as  clear  an  explanation  as  any.  Unfortunately,  such  in- 
stances are  not  even  slightly  unusual:    They  can  be  in- 
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creased  geometrically  for  each  and  every  business  as  it 
begins  to  grow  a  bit  bigger.  For  big  business,  coping  with 
forms  and  formulators,  regulations  and  regulators  is  a  ma- 
jor cost  of  doing  business— an  appreciable  piece  of  the 
price  the  consumer  pays  for  the  goods  and  services  he  buys. 

"It  is  particularly  discouraging  that  our  own  Gov- 
ernment has  us  so  snarled  in  red  tape  that  we  can- 
not operate  a  real  'free  enterprise.'  After  four  years 
of  trying  to  sell  our  [messenger]  services  to  Fort 
Monmouth,  they  have  started  to  use  us— hooray! 
But  not  so  fast;  each  job  must  be  accomplished  on 
a  government  bill  of  lading.  This  in  itself  presents  no 
problem.  To  bill  the  Government  for  our  services, 
we  must  buy  the  approved  voucher  forms.  We  or- 
dered a  supply  on  June  24,  1976  from  the  Super- 
intendent of  Documents  in  Washington.  To  this  date 
[mid-August],  notwithstanding  help  from  United 
States  Senator  Williams'  oflBce,  repeated  long  dis- 
tance calls  to  the  S.O.D.,  promises  of  immediate  ftJ- 
fillment  of  the  order,  appeals  to  the  Small  Business 
Administration,  etc.-WE  DON'T  HAVE  THEM. 
Adding  to  the  irony  of  this  orgy  of  chaos,  almost 
half  of  the  outstanding  balance— the  Army  owes  us 
for  work  done  in  May,  Jxme  and  July— represents 
money  out  of  pocket  for  airline  charges,  our  agents' 
retrieval  and  delivery  charges,  etc." 

Another  example: 

"An  engineer  at  Fort  Monmouth,  N.J.  called  Fri- 
day at  2:30  p.m.  to  inquire  if  we  could  move  an 
xugently  needed  shipment  of  electronic  gear  to  the 
Redstone  Arsenal  in  Alabama,  to  arrive  no  later  than 


Monday.  This  would  have  been  easy— 4,500  pounds, 
950  miles;  one  man,  plenty  of  time  allowing  ade- 
quate rest  for  the  driver.  Our  firm  quote  to  this  im- 
portant customer— $855. 

"We  don't  have  Interstate  Commerce  Commission 
'rights'  to  cross  the  several  state  lines  necessary  to  do 
the  job.  Common  carriers  with  'rights'  cannot  offer 
the  kind  of  service  needed.  However,  there  are  prop- 
er procedures  to  obtain  emergency  'rights'  from  the 
ICC.  A  call  to  their  Trenton,  N.J.  oflBce  was  in  vain. 
The  manager  was  gone  for  the  day.  A  secretary  said 
that  it  would  b^  impossible  to  do  the  required  pa- 
perwork before  her  quitting  time,  5:00  p.m.  We 
called  the  ICC  in  Washington,  D.C.  They  gave  us 
another  number.  ...  it  was  disconnected.  We  then 
tried  six  or  eight  other  numbers,  but  to  no  avail. 

"Next,  we  called  the  White  House.  A  very  pleas- 
ant lady  promised  to  investigate.  Ten  minutes  later, 
she  called  back  to  say  that  the  emergency  'rights' 
had  been  granted,  that  the  Trenton  ofiBce  was  to  pre- 
pare the  required  documents.  We  then  called  Fort 
Monmouth.  By  this  time,  however,  4:00  p.m.,  they 
had  committed  the  job  to  another  carrier  with  'rights' 
for  a  charge  more  than  50^  higher  than  ours." 

This  is  what  many  people  trying  to  nm  a  business  have 
to  contend  with.  Add  to  that  people's  concern  with  in- 
comprehensible federal  deficits,  very  comprehensible  fed- 
eral taxes  and  you  realize  that  the  ire  at  Washington  and 
government  is  far  more  than  lingering  anger  over  Water- 
gate or  resentment  of  the  occasionally  caught  mistress  on 
the  public  payroll. 


UNDERESTIMATING  KODAK 

is  as  foolish  as  overestimating  the  prophets. 

INSTANT  REPLAY'S  BETTER   THAN  THE  REAL  THING 


Every  fall  our  family  attends  the  West  Point  home  foot- 
ball games.  Colorful  and  exhilarating  as  being  there  may 
be,  you  don't  see  anything  like  as  much  of  a  game  as  do 
TV  viewers— despite  seats  very  close  to  the  50-yard  line. 

More  times  than  do  the  defenders,  I  follow  the  intended 


receiver  rather  than  the  ball  carrier.  And,  at  the  scene, 
there  ain't  no  replay. 

There's  just  no  better  way  to  see  a  game  you  really 
want  to  see  than  to  watch  it  on  TV  from  multiple  angles, 
with  close-ups— and  instant  replay,  too. 


"I  COULD  NEVER  FOOL   AROUND  WITH  A  REPUBLICAN 
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Barbara  Howar,  who  was  for  a  while  a  party- 
ing leader  in  the  Washington  whirl,  made  a 
bucketful  with  her  gossipy  autobiography, 
Laughing  All  The  Way.  Paperback  rights  to  her 
latest,  a  novelized  tell-it-all.  Making  Ends  Meet, 
have  been  sold  for  $800,000,  of  which  she  says 
she'll  get  to  keep,  after  taxes,  only  $30,000.  In 
a  People  interview  she  comments:  "My  father 
said  I'd  be  much  less  of  a  radic^  once  I  had 
something  to  lose,  and  I  hate  to  agree  with  him, 
but  it's  true.  I'd  like  to  know  what  they're  spending  it  on." 

She  makes  no  bones  about  her  attraction  to  men  who 
turn  her  on  but,  anent  one,  she  makes  this  observation: 
"I  was  having  dinner  the  other  night  with  this  terribly 

WHERE  IT'S  AT 
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attractive  man.  And  yet  he  was  not  in  politics, 
writing,  journalism,  television  or  the  theatre. 
He's  a  manufacturer  of  luggage.  And  I  was  talk- 
ing about  Patty  Hearst.  He  said,  'Well,  she 
should  spend  20  years  in  jail.'  My  dear,  it  was  as 
if  somebody  had  pulled  the  plug.  I  could  not  be 
civil  to  him  after  that.  All  my  life  I  could  never 
fool  around  with  a  Republican." 

On   the   other  hand,   Washington   TV   com- 
mentator  Robert   McNeil,   who   was   my   seat- 
mate   on   the   Concorde   inaugural   flight,   observed   that 
"all  the  girls  have  affairs  with  Democrats  but  they  end 
up  marrying  Republicans." 

Of  which  there's  a  drastic  shortage  these  days. 

IT'S   MORE  FUN  TO  ARRIVE 

at  a  conclusion  than  to  justify  it. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Shining  Rapport 

The  Mondale  and  Carter  staffs  have 
merged  smoothly.  Asked  how  the 
blending  was  proceeding,  Campaign 
Manager  Jordan  replies  with  a  good 
ol'  boy  grin:  "You  should  ask  Dick 
Moe  [Mondale's  top  aide]  about  that. 
He's  down  getting  my  shoes  shined 
right  now." 

—Time. 

50  Million  Frenchmen 

Can't  Be? 

The  latest  figxires  from  the  Ener- 
gy Research  &  Development  Admin- 
istration show  the  nuclear  industry 
"is  still  in  an  economic  depression." 
Orders  for  12  new  reactors  have  been 
canceled  and  construction  delayed  on 
another  72.  High  capital  costs  are 
cited,  in  spite  of  the  fact  that  the 
Atomic  Industrial  Forum  says  a  nu- 
clear plant  and  a  coal  plant  cost  just 
about  the  same  to  build.  It  is  all 
terribly  confusing. 

For  now,  the  nuclear  industry  can 
take  some  comfort  in  the  fact  that  a 
recent  poll  in  France  reveals  that  55% 


bf  that  population  favors  nuclear 
plants,  while  33%  are  opposed. 
(France  plans  to  have  72%  of  its  elec- 
tricity generated  by  nuclear  power  by 
1985. )  Can  55%  of  that  many  millions 
of  Frenchmen— who  gave  the  world 
the  Maginot  Line,  the  Popular  Front 
and  the  Concorde— be  wrong? 

—James  K.  Page  Jr., 
In  Smithsonian. 

Explaining  ^^Jet  Lag'' 

The  pituitary 's  impulses  come  from 
a  still  higher  authority,  the  hypo- 
thalamus. Some  scientists  believe  the 
hypothalamus  may  turn  out  to  be  the 
coordinating  center  of  the  whole  psy- 
choneurohormonal  system. 

—Fortune. 

Sailing  Dangers 

"While  you're  below,  would  you 
bring  me  up  some  foul-weather  gear 
[my  sunglasses]  [my  book]  [an  as- 
pirin]?" is  the  operative  social  con- 
vention aboard  a  sailing  boat.  It  was 
pushed  to  its  limit  one  day  by  a  fa- 
mous yacht  designer  when  his  18- 
year-old  son  slipped  down  the  com- 


panionway  to  visit  the  head,  leaving 
the  father  and  six  companions  at  the 
wheel:  "John?  while  you're  below, 
would  you  cook  dinner?" 

—William  Buckley  Jr., 
in  The  New  Yorker. 

Missing  the  Target 

The  pumping  of  water  for  large  ir- 
rigation projects  consumes  a  lot  of 
energy  directly.  The  piunps  demand- 
ed for  the  Central  Arizona  Project, 
for  example,  will  require  enough  ener- 
gy to  supply  a  city  of  800,000  people. 
.  .  .  the  Garrison  Diversion  Project  in 
North  Dakota  will  flood  218,000 
acres  of  arable  land  in  order  to  irri- 
gate 250,000  acres. 

—Audubon  magazine. 

The  Perfect  Couple 

The  real  reason  for  the  success 
of  this  picture  [All  The  President's 
Men]  is  that  Hoffman's  back  and 
Bedford's  got  him.  It's  what  the  pub- 
lic always  wanted:  That  beautiful 
WASP  finally  wound  up  with  a  nice 
Jewish  boy. 

— Dustin  Hoffman,  in  People. 


WHEN  SMALL  BECOMES   BIG 

by  M.S.  Forbes,  Jr. 


Sometimes  in  politics  a  seeming- 
ly small,  ephemeral  occurrence 
that  gets  a  brief  play  in  the  press 
can  end  up  really  damaging  a 
candidate. 

It  happened  in  the  1948  presi- 
dential election  and  might  be  hap- 
pening again  with  flaps  first  over 
Clarence  Kelley  and  then  Carter's 
tax  "reforms." 

In  1948  few  people  doubted 
that  front-runner  Tom  Dewey  was 
an  extremely  able,  self-disciplined 
man.  Though  he  led  the  polls, 
many  voters  still  felt  uneasy  about 
the  New  York  governor,  believing 
that  perhaps  he  was  too  bright 
and  efficient,  too  calculating,  too 
intolerant  of  the  shortcomings  of 
the  rest  of  us. 

At  one  stop  when  Dewey  was 
campaigning  by  train,  the  engineer 
accidentally  backed  the  train  into 
the  crowd.  Fortunately  everyone 
scrambled  out  of  the  way  in  time; 
there  werp  no  injuries.  A  feeling  of 
terror  gave  way  to  one  of  immense 
relief. 

Dewey's  reaction?  He  castigated 
the  engineer,  calling  him  "stupid" 
and  "dumb."  Dewey's  outburst 
jarred  the  crowd.  No  one  had  been 


hurt;  the  crowd  was  in  a  forgiv- 
ing mood.  How  much  wiser  and 
warmer  it  would  have  been  for 
Dewey  to  say  something  like, 
"Thank  goodness  no  one  was  in- 
jured. The  engineer  is  a  man  of 
long  experience  and  I'm  sure  we 
can  all  appreciate  how  awful  he 
must  feel.  Why  don't  we  give  him 
a  round  of  applause?  We  all  make 
mistakes." 

Instead,  the  incident  sharply  un- 
derscored the  public's  misgivings 
about  the  former  prosecutor. 

Carter  reacted  much  the  same 
way  to  President  Ford's  decision  to 
retain  FBI  Director  Clarence  Kel- 
ley. The  most  serious  charge 
against  Kelley  was  that  he  had 
used  the  FBI  to  make  repairs  at 
his  home.  Attorney  General  Ed- 
ward Levi,  a  man  of  the  utmost 
propriety  and  integrity,  investigat- 
ed the  charges  and  recommended 
that  the  President  keep  Kelley  on 
the  job.  It  turns  out  that  a  couple 
of  valances  had  been  installed  at 
Kelley's  apartment  without  his 
knowledge,  at  a  time  when  Kel- 
ley's wife  was  mortally  ill. 

Carter  declared  that  he  would 
have  fired   Kelley.    (Characteristi- 


cally, he  wouldn't  say  whether  he 
would  actually  bounce  Kelley  if 
he  becomes  President. ) 

When  criticized  for  lacking  com- 
passion, Carter  cracked,  "Well,  he 
[Kelley]  has  foimd  a  new  love,"  a 
reference  to  Mr.  Kelley's  plans  to 
remarry. 

Carter  may  be  one  of  those  peo- 
ple who  talk  often  and  glibly  about 
love,  compassion  and  decency,  but 
find  it  hard  to  put  these  \irtues 
into  practice.  He  smiles  with  his 
teeth,  but  not  with  his  eyes. 

Or  take  the  Carter  tax  fracas. 
Originally  Carter  said  he  would 
raise  taxes  on  incomes  above  the 
median  level,  which  is  $12,000  a 
year.  (A  median  level  means  that 
half  the  people  earn  money  above 
it  and  half  below  it.)  Apparently 
this  self-proclaimed  nuclear  physi- 
cist didn't  know  the  meaning  of 
median,  and  when  his  proposal  was 
attacked,  he  lost  his  cool,  hotly 
proclaiming  that  he  really  meant  to 
get  the  "rich"  and  "big  business." 

The  Kelley-like  incidents,  rath- 
er than  perceived  as  stands  on  is- 
sues, may  be  the  factors  that  ul- 
timately trip  up  the  former  Georgia 
governor. 
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United  Telecommunications,  Inc.,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112. 

United  Telecom  companies:  United  Telephone  System,  United  Computing  Systems,  North  Electric  Company. 

New  York  Stock  Exchange  symbol:  UT.  Newspaper  Ihring:  UniTel. 


It's  the  land  oi  milk  and 
honey.  Rural  and  suburban 
America. 

It's  typical  of  United 
territory,  embracing  nearly 
3,000  communities  in  21  states 
served  by  the  United  Telephone 
system,  3rd  largest  in  the  nation. 

It's  where  America  is  growing. 
And  where  telephones  are 
multiplying. 

In  truth,  it's  a  land 
o{  opportunity. 

And  it  might  be  well,  in  this 
special  year  for  our  nation,  to 
remember  what  opportunity  is 
made  of. 

As  simple  a  thing  as  initiative. 
And  an  enterprise  system  that 
encourages  and  rewards  it  instead 
of  impeding  and  penalizing  it. 

It's  a  system  some  wise  and 
courageous  men  and  women 
fought  and  lived  for,  some  two 
centuries  ago. 

And  it  s  no  less  deserving 
today. 

United  lelecom  ■■■ 

United  Telecommunications,  Inc.    HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


Hoi/v  To 

Legislate  A  Disaster 


Forbes 


In  seeking  to  pass  legislation  to  blunt  the 

Arab  boycott  of  Israel^  the  U.S.  Congress 

may  end  up  hurting  the  U.S. — and  Israel  as  well. 


By  JAMES  COOK 

"Here  we've  been  working  to  bring 
about  some  cooling  of  the  Israeli- 
Arab  situation,"  says  one  Federal 
Energy  Administration  official,  "and 
this  could  stir  up  all  those  emotions 
again.  It  sets  up  a  full  confrontation 
—the  kind  we  carefully  avoided  even 
during  the  embargo." 

The  official  is  talking  about  two 
pieces  of  legislation  that  Congress  was 
determined  to  pass  before  it  adjourned 
this  month  for  the  Presidential  elec- 
tion. Both  bills  contained  amendments 
dealing  with  the  Arab  boycott  of  Is- 
rael. While  the  motives  behind  the 
amendments  may  be  lofty  ones,  it  is 
questionable  whether  the  congress- 
men who  voted  for  them  really 
thought  through  either  the  logic  or 
the  economic  and  political  conse- 
quences of  their  position. 

The  Arab  boycott  of  trade  with  Is- 
rael has  been  an  Arab  weapon  since 
the  late  Forties.  One  amendment  im- 
poses tax  penalties  for  complying  with 
the  boycott.  The  other— which  had  not 
reached  its  final  form  as  Forbes  went 
to  press— threatens  to  make  it  illegal, 
for  corporations  to  comply  with  the 
Arab  boycott  and  imposes  severe 
penalties  upon  them  if  they  do. 

In  seeking  to  blunt  this  Arab  weap- 
on, Congress  runs  strong  risks.  The 
Arabs  already  supply  us  with  near- 
ly 15%  of  all  our  oil  and  afford  the 
only  available  source  of  expanded  fu- 
ture supply.  Without  Arab  oil,  the 
U.S.  economy  would  be  severely  dam- 
aged. Is'it  worth  the  risk?  Politicians 
like  John  Moss  of  California  may  pro- 
claim, "Our  principles  as  a  people  are 
not  for  sale."  Yet  the  U.S.  maintains 
boycotts  against  Cuba  and  Rhodesia. 

Administered  by  the  Arab  League, 
the  boycott  is  directed  primarily 
against  companies  that  do  business 
with  Israel  and  secondarily  against 
companies*  that  do  business  with  com- 
panies that  do  business  with  Israel. 
The  policy  is  embedded  in  the  laws 
of  most  of  the  Arab  League  coun- 
tries. Companies  refusing  to  comply 
with  these  laws  are  excluded  from 
doing  business  in  these  countries,  and 
that  includes  those  companies  tliat 
refuse    to    provide     information    on 


Man  In  The  Middle.  Jerry 
Ford  must  choose  either 
the  political  perils  of  ve- 
toing the  boycott  legisla- 
tion or  the  economic 
perils  of  failing  to. 
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Senate  Pressure.  Abraham 
Ribicoff' s  antiboycott  leg- 
islation started  as  an  in- 
dependent bill,  became 
an  amendment  to  the  tax 
bill  passed  last  month. 


whether  they  comply  with  the  boy- 
cott or  not.  "The  boycott  is  not  based 
on  racism  or  religion,"  insists  Mo- 
hammed Mahgoub,  head  of  the  boy- 
cott office  in  Damascus.  "We  only 
boycott  whoever  supports  Israel  mili- 
tarily or  economically,  regardless  of 
rehgion  or  nationality." 

Like  many  other  things  in  the  Mid- 
dle East,  the  boycott  has  been  nei- 
ther consistent  nor  airtight.  If  there  is 
some  product  or  service  the  Arabs 
need  or  want,  they  have  generally 
been  inclined  to  ignore  their  own  reg- 
ulations. Ford,  Xerox,  Coca-Cola  and 
Elizabeth  Taylor  are  said  to  be  on  the 
Arab  League  blacklist,  but  the 
League  itself  has  never  published  any 
official  list,  so  it  remains  free  to  ma- 
neuver. As  a  result,  companies  like 
IBM,  Hilton  International  and  Gener- 
al Electric  have  been  able  to  deal 
with  impunity  with  both  the  Arabs 
and  Israel.  Moreover,  under  pressure 
from  the  U.S.  Government,  the  Arabs 
have  been  increasingly  willing  to  give, 
to  bend  the  boycott  in  order  to  avoid 
problems  with  the  U.S.  "There  are 
many  cases,"  says  Juhus  Katz,  As- 
sistant Secretary  of  State  for  Econom- 
ic and  Business  Affairs,  "where  we've 
told  them  going  after  this  firm  is  not 


House  Pressure.  Benjamin 
Rosenthal's  antiboycott 
amendment  to  the  Export 
Administration  Act  put 
teeth  in  a  measure  pro- 
posed in  the  Senate. 


very  helpful  and  have  secured  relief. 
But  they're  going  to  have  their  backs 
up  now." 

The  new  bills  tackle  the  boycott 
head  on— by  legislative  attack  rather 
than  diplomatic  persuasion.  Treasury 
Secretary  William  Simon  bitterly  op- 
poses the  bills:  "We  believe  the  effect 
of  such  pressure  wotild  harden  Arab 
attitudes  and  potentially  destroy  the 
progress  we  have  already  made." 

In  the  tax  bill,  the  so-called  Ribi- 
coflF  amendment  specifies  that  any 
U.S.  corporation  which  has  complied 
with  any  boycott  not  sanctioned  by 
the  U.S.  could  lose  its  foreign  tax 
credits,  its  foreign  tax  deferrals  and 
its  export  subsidies. 

Such  tax  credits,  according  to  one 
estimate,  run  around  $1  billion  a  year, 
mainly  to  the  oil  companies.  The  loss 
of  these  credits  would  not  only  halve 
the  profitability  of  the  companies' 
Arab  oil  operations— mostly  concen- 
trated in  Aramco— it  would  put  them 
at  a  considerable  disadvantage  in 
competing  with  oil  companies  from 
other  countries. 

Under  the  Ribicoff  amendment,  a 
company  could  at  least  comply  with 
the  boycott  and  pay  the  tax  penalty; 
Aramco,   whose   assets   are   now  60% 
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owned  by  the  Saudi  government, 
would  certainly  be  forced  to  do  so. 

The  proposed  antiboycott  amend- 
ment to  the  Export  Administration  Act 
is  far  rougher,  particularly  the  House 
version.  It  would  outlaw  compliance 
with  the  boycott  altogether  and 
impose  considerably  harsher  penalties. 
It  prohibits  any  U.S.  corporation  from 
cooperating  with  the  boycott,  includ- 
ing supplying  information.  The  Act 
itself  would  imf>ose  fines  or  imprison- 
ment for  each  violation  and  provide 
for  the  suspension  of  export  licenses. 
The  Act  would  also  permit  lawsuits 
for  triple  damages. 

The  Ribicoff  amendment  would 
come  down  hardest  on  the  oU  compa- 
nies—especially on  the  Aramco  part- 
ners, Mobil,  Texaco,  SoCal  and  Ex- 
xon, The  Export  Administration 
amendment  would  hit  everybody.  U.S. 


Benjamin  Rosenthal,  the  New  York 
Democrat  who  cosponsored  the  Ex- 
port Administration  Act  amendment  in 
the  House,  brushes  aside  these  prob- 
lems. "Let  them  refuse  to  participate 
in  the  secondary  boycott,"  he  says. 
"I'm  sure  the  Arabs  would  be  loath  to 
lose  one  of  their  best  customers.  It's 
just  that  the  oil  companies  have  nev- 
er seen  fit  to  exert  their  influence 
or   raise   their   voices   in   opposition." 

The  Saudis,  however,  have  been 
talking  about  cutting  production  for 
some  time  now,  the  Kuwaitis  have  al- 
ready done  so,  so  it  is  by  no  means 
certain  how  loath  the  Arabs  would  be 
to  turn  the  screws. 

Rosenthal's  staflF  saw  even  further 
ramifications  to  the  legislation.  It 
would  force  the  Army  Corps  of  En- 
gineers, which  submits  lists  of  con- 
tractors to  the  Saudi  government  for 


This  legislation,  says  Parsons'  William  Leonhard,  will 
discourage  any  business  relations  with  the  Arab  world. 


exports  to  the  Arab  world  are  current- 
ly running  around  $7  billion  annually 
and  otherwise  would  probably  reach 
$10  billion  next  year,  so  a  huge 
amount  of  foreign  trade  is  in  jeopardy. 

Both  amendments  were  opposed  by 
the  Administration— State,  Treasury 
and  Commerce  departments— but  Con- 
gress turned  a  deaf  ear  to  their  ob- 
jections. The  public  was  largely  in- 
different until  the  very  end.  Then  the 
New  York  Times  opposed  the  Ribicoff 
amendment  on  the  grounds  that  it  was 
a  dangerous  precedent  to  use  the  tax 
laws  for  punitive  purposes.  In  the  fi- 
nal days  big  oil  companies  like  Mobil, 
Texaco  and  Exxon  began  to  sound  the 
alarm  against  the  Export  Administra- 
tion Act  amendment.  In  the  most  out- 
spoken of  its  series  of  advertisements 
on  public  issues,  Mobil  contended 
(and  Exxon  later  agreed)  that  if  the 
Export  Administration  legislation  was 
passed,  it  could  become  illegal  for  any 
American  company  to  import  Arab 
oil,  to  sell  goods  to  an  Arab  country 
or  even  finance  trade  with  the  Arabs. 

What  worried  Mobil  was  the  des- 
tination clauses  in  its  Aramco  lifting 
agreements.  In  taking  oil  from  Aram- 
co, the  oil  companies  have  to  agree 
not  to  deliver  any  of  the  oil  to  Israel, 
and  to  comply  with  that  clause  would 
be  to  comply  with  the  boycott.  Thus, 
the  1.5  million  barrels  a  day  of  Saudi 
oil  that  come  into  the  U.S.  would 
seem  to  be  in  jeopardy.  Then  too,  any 
manufacturer  who  exports  to  Saudi 
Arabia  or  most  other  Arab  countries 
has  to  certify  that  the  goods  do  not 
have  any  components  of  Israeli  manu- 
facture. The  proposed  legislation, 
however,  prohibits  such  certification. 


approval,  to  withdraw  from  the  mul- 
tibillion-dollar  military  construction 
program  it  is  overseeing  for  the  Sau- 
dis. Especially  vulnerable  here  are 
the  U.S.'  big  engineering  and  con- 
struction companies— firms  like  Bech- 
tel,  Fluor,  Ralph  M.  Parsons— that 
have  undertaken  to  manage  massive 
development  projects  in  Saudi  Arabia. 
"The  whole  thing  is  designed  to  dis- 
courage a  business  relation  between 
the  U.S.  and  the  Arabs,"  says  Ralph 
M.  Parsons'  boss  William  E.  Leon- 
hard.  "The  effect  could  be  disastrous 
for  us  and  for  the  entire  economy." 

"The  Saudis  have  a  proclivity  to  do 
business  with  the  U.S.,"  says  Bruce 
Miller,  a  vice  president  of  Internation- 
al Systems  &  Controls'  Sanderson  & 
Porter  affiliate,  which  has  $3  billion 
worth  of  power  and  desalination  proj- 
ects in  Saudi  Arabia,  "but  they  also 
have  strong  feelings  about  the  boy- 
cott. They're  not  going  to  be  pres- 
sured into  changing  their  views  be- 
cause someone  in  our  legislature  says 
that's  the  best  course  for  the  U.S. 
They'll  say,  'So  long,  it's  been  good  to 
know  you,'  and  do  businss  elsewhere." 

Says  Lee  Loevinger,  former  head 
of  the  Justice  Department's  antitnist 
division  and  now  a  member  of  a  pres- 
tigious Washington  law  firm:  "If  some 
of  these  laws  pass  that  say,  'Buster,  we 
don't  care  what  your  goddam  laws 
say,  you  want  to  do  business  with 
America,  goddam  it,  you  can't  have 
your  boycott,'  their  answer  is  going  to 
be  very  simple:  'So  long,'  " 

"Other  countries,"  as  Treasury  Sec- 
retary Simon  has  pointed  out,  "already 
supply  a  full  80%  of  the  goods  and 
services  imported  by  the  Arab  world. 


There  is  no  evidence  that  these  na- 
tions are  prepared  to  lose  that  $50- 
billion-a-year  market." 

If  the  House  amendment  is  enacted 
into  law,  the  consequences  could  be 
more  serious  than  simply  a  foreclosure 
of  the  Arab  market  to  the  U.S.  manu- 
facturer. It's  not  inconceivable,  one 
FEA.  official  speculates,  that  when 
OPEC  meets  again  this  winter,  they 
will  be  fired  up  by  the  challenge  of 
the  U.S.'  antiboycott  legislation.  They 
might  decide  to  increase  their  prices 
punitively— as  they  did  during  the  em- 
bargo—adding 10%,  say,  to  whatever 
price  rise  they  would  otherwise  adopt 
to  reflect  inflation.  Amin  Hilmy  II,  am- 
bassador to  the  United  Nations  from 
the  Arab  League,  puts  the  situation 
on  the  line:  "We've  spent  billions  of 
dollars  in  the  U.S.,  and  we're  not  go- 
ing on  our  knees  to  beg  anybody  to 
accept  it.  We'll  give  the  money  some- 
where else.  Remember  the  Hi^  Dam. 
An  Arab  country— Egypt— came  here 
and  wanted  you  to  help,  and  you  re- 
fused for  political  reasons.  We  went 
somewhere  else  and  we  got  it." 

In  posing  such  legislation,  Congress 
presents  President  Ford  with  a  dilem- 
ma. In  vetoing  either  bill  over  the  boy- 
cott issue,  he  has  to  throw  out  the 
baby  with  the  bathwater— the  tax  re- 
form legislation  which  he  wanted  and 
the  export  regulation  which  the  U.S. 
needs.  If  he  should  veto,  he  exposes 
himself  not  only  to  the  risk  of  a  con- 
gressional override  but  to  the  risk  of 
having  the  Arab  boycott  used  as  a 
campaign  issue  against  him.  This,  of 
course,  is  probably  not  very  far  from 
what  the  Democrats  wanted  in  pro- 
posing the  amendments  anyway. 

Yet,  even  if  the  President  should 
veto  the  two  pieces  of  antiboycott 
legislation  headed  for  his  desk,  the 
problem  would  not  necessarily  be 
more  than  temporarily  resolved.  Com- 
mercial boycotts  are  illegal  under  the 
U.S.  antitrust  laws,  and  last  January 
the  Justice  Department  launched  an 
antitrust  suit  against  Bechtel  affirm- 
ing it  was  maintaining  such  a  boy- 
cott. The  Department  charged  that, 
in  handling  its  billions  of  dollars  worth 
of  contracts  in  the  Arab  world,  Rech- 
tel  has  been  complying  with  the  boy- 
cott; Bechtel  responds  that  it  has 
merely  been  complying  with  Arab  law. 

If  the  Government  wins  its  case, 
Bechtel  itself  could  become  liable 
for  triple  damages,  and  a  wide  range 
of  other  companies  could  become 
targets  for  similar  suits.  And  so  tlie 
antiboycott  issue  would  return  to 
haunt  U.S.  business  in  a  .somewhat 
different  form. 

Wrecking  U.S.  trade  with  llu- 
Arabs  and  diminishing  U.S.  credibility 
among  the  moderate  Arabs  would 
.seem  a  strange  way  to  help  Israel.   ■ 
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Compared  With  What? 

A  $1  billion  net  in  one  quarter  seems  big^ 
but  look  what  it  took  to  earn  it. 


Militant  consumerists  were  outraged: 
The  American  Telephone  &  Telegraph 
Co.  had  just  reported  June-through- 
August  earnings  of  over  $1  billion. 
It  was  the  first  time  any  company  had 
ever  earned  that  much  in  a  single 
fiscal  quarter. 

Back  in  the  Fifties  and  Sixties,  Gen- 
eral Motors  used  to  run  neck-and- 
neck  with  AT&T  for  top  money-mak- 
ing honors.  GM  was  actually  the  first 
to  net  over  $1  billion  for  a  single  year 
—back  in  1955.  But  today,  what  with 
foreign  competition,  the  energy  crisis 
and  the  automobile's  diminished  sta- 
tus, GM  has  slipped.  While  AT&T 
earned  $3.6  billion  on  revenues  of 
$31.6  billion  during  its  latest  12 
months,  GM  has  netted  a  mere  $2.6 
billion  on  sales  of  $42.8  billion.  It  is 
making  a  comeback,  however;  GM 
earned  $909  million  in  the  quarter 
ended  June  30. 


Coming  up  fastest  is  International 
Business  Machines.  From  a  net  in- 
come of  barely  half  a  billion  ten  years 
ago,  it  earned  over  $2.2  billion  during 
the  last  12  months— only  $400  million 
less  than  GM.  In  two  of  the  last  three 
quarters  it  netted  almost  $600  million. 
At  that  rate,  an  AT&T-sized  $1  billion 
for  a  single  quarter  could  happen  to 
IBM  in  the  early  1980s. 

But  what  does  Ma  Bell's  billion 
really  mean?  Should  investors  be 
pleased?  Should  customers  be  angry? 

Here  are  the  facts:  It  takes  a  ter- 
rific amoimt  of  capital  to  operate  a 
telephone  system.  In  AT&T's  case,  it 
takes  more  than  $66  billion— $34  bil- 
lion of  equity,  $32  billion  of  debt. 
Ma  Bell  needs  an  investment  of  more 
than  $2  to  produce  $1  of  revenues. 
General  Motors,  by  contrast,  needs 
only  about  50  cents  of  invested  cap- 
ital; IBM  needs  about  80  cents. 


Looked  at  that  way,  AT&T's  earn- 
ings mountain  is  not  as  towering  as 
all  that.  The  company's  return  on  total 
capital  for  the  latest  12  months  was 
only  about  5.4%,  its  return  on  equity 
10.4%.  The  average  unregulated  com- 
pany earns  about  8%  to  9%  on  total 
capital.  GM  and  IBM,  despite  smaller 
dollar  profits,  now  return  18%  and  19% 
on  capital,  respectively. 

AT&T  stock  has  finally  begun  to 
move  this  year,  after  languishing  at 
around  50  since  1967.  The  big  earn- 
ings announcement  pushed  the  price 
up  to  62.  But  that  is  stiU  well  below 
the  1966  peak  of  75. 

AT&T  shareholders  did  get  a  divi- 
dend raise  back  in  February,  from  85 
cents  to  95  cents  a  quarter,  or  from 
$3.40  to  $3.80  a  year.  That  gives  them 
a  yield  of  6.1%.  They  could  do  almost 
as  well  with  a  savings  account. 

What  AT&T's  big  earnings  bulge 
really  means— and  what  the  improv- 
ing figures  for  GM,  IBM  and  a  host 
of  others  confirm— is  that  after  last 
year's  severe  recession,  companies  are 
once  again  starting  to  earn  what  they 
need  to  earn  on  the  invested  capital 
they  have  at  risk.   ■ 


The  Haysville  Hustle 


Revenue  bonds  continue  to  claim  victims. 


"I'm  trying  to  get  the  incident  out  of 
my  mind,"  says  Alan  Herzig,  presi- 
dent of  Securities  Processing  Service, 
a  New  York  bond  clearinghouse  that 
suffered  a  $3.5-million  loss  from  du- 
bious industrial  development  revenue 
bonds.  "We  work  with  top  underwrit- 
ers and  they  don't  like  to  hear  about 
things  like  this." 

Few  people  do.  An  industrial  de- 
velopment bond  is  usually  issued  by 
a  town  or  city  to  fund  a  private  cor- 
poration. They  have  been  issued  in 
huge  volume— $2.1  billion  since  1970. 
Defaults  on  IDRs  continue— often 
caused  by  fraud— despite  the  Securi- 
ties Refoi^n  Act  of  1975  that  was  sup- 
posed to  wipe  out  municipal  bond 
sales  abuses.  There  have  been  at  least 
50  defaults  on  IDRs  in  just  the  past 
year  and  a  half.  Smooth-talking  con 
men  have  convinced  town  councils  to 
float  issues  for  shell  companies  sup- 
posedly manufacturing  such  things  as 
dog  deodorant  and  adjustable 
crutches.  "Most  of  these  small-town 
issues  have  gone  out  unreported  and 
unrated,"  says  SEC  attorney  Thomas 
Moon  in  Fort  Worth,  Tex. 

Recently,  however,  injured  bond- 
holders have  been  doing  more  than 
licking  their  wounds.  Take  the  recent 
default  of  a  $2.2-million  IDR  out  of 


Haysville,  Kan.  Already  the  SEC  has 
filed  a  securities  fraud  complaint  nam- 
ing 19  individuals  and  firms,  includ- 
ing the  National  Bank  of  Wichita.  It 
is  one  of  the  first  federal  court  actions 
on  an  IDR. 

"At  the  time,  the  promise  of  all  that 
new  money  was  just  too  much  for 
people  around  here,"  says  Larry  Shoaf , 
Haysville's  new  city  attorney.  Hays- 
ville (population:  8,500)  was  search- 
ing for  a  factory  to  go  into  a  new 
industrial  park  nearby. 

The  council  asked  only  a  few  ques- 
tions when  Califomian  James  J.  Russ 
appeared,  saying  he'd  start  a  plant 
employing  520  making  wheels— only 
if  the  town  would  float  the  $2,2-mil- 
lion  issue.  Russ  had  been  introduced 
to  the  council  by  a  former  local  judge 
who,  it  was  revealed  later,  would  get 
legal  fees  of  $35,000. 

Then  there  was  the  fancy  prospec- 
tus with  color  photos  of  the  hot-rod 
wheels  Russ  brought  to  another  meet- 
ing where  he  introduced  some  of  the 
issue's  planners.  One  was  Stephen  A. 
Lancaster,  who  has  been  a  defendant 
in  bond  fraud  cases  in  Tennessee  and 
Oklahoma.  Coming  in  later  as  an  un- 
derwriter was  Hugh  Bell,  who  has 
since  been  indicted  on  fraud  charges 
relating  to  an  Alabama  IDR.  A  small 


suburban  bank,  National  Bank  of 
Wichita,  was  chosen  as  fiscal  agent. 

It  wasn't  easy  to  sell  the  issue  of 
unrated,  30-year  bonds,  and  all  of 
the  bonds  were  charged  imderwriting 
fees  of  15%,  where  a  normal  fee  is 
only  2%  to  5%.  About  $300,000  in 
bonds  made  its  way  to  the  public- 
including  retired  investors  in  Florida. 
About  $1.8  million  principal  amount 
of  the  bonds  had  been  purchased  by 
the  First  Federal  Savings  in  Utica. 
After  the  Haysville  default.  First  Fed- 
eral was  forced  to  merge  with  an- 
other savings  bank. 

Meanwhile,  Haysville  discovered 
the  bond  issue  money  was  moving 
quickly  out  of  the  National  Bank 
of  Wichita,  even  though  no  wheels 
were  rolling,  no  factory  being  used. 
Russ  asked  to  be  paid  for  such  items 
as  $189,000  in  engineering  fees,  even 
though  the  council  had  approved  only 
$55,000  for  that  purpose. 

Russ  claims  the  Haysville  project 
never  benefited  him.  "We  started  the 
plant  under  the  letter  of  intent  if  the 
money  was  there.  It  wasn't,  so  we 
didn't  start."  Where  did  the  bond 
funds  go?  "I  just  don't  know." 

A  bondholders  committee  hquidat- 
ed  the  remains  of  Astro  Products  late 
last  year  for  $94,000-less  than  4 
cents  on  a  bond  issue  dollar. 

Russ?  He  has  gone  on  to  Memphis 
as  consultant  to  a  company  called 
Mineral  Gas.  He  claims  the  company 
is  working  on  a  process  to  convert 
minerals  into  a  natural  gas.  ■ 
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Unemployment  Amidst 
Prosperity:  Wliy? 

It's  a  serious  problem,  but  it  may  not  be  the  problem 
we  have  been  tackling. 


By  PAUL  BLUSTEIN 

Lnemployment  is  a  misunderstood 
problem.   Ask  anybody. 

Ask  Hubert  Humphrey.  He  be- 
comes emotional:  "If  people  under- 
stood the  extent  to  which  unemploy- 
ment affects  the  suicide  rate,  divorce 
rate  and  crime  rate,  they  would  be  a 
lot  more  inclined  to  do  something 
about  it!"  No  doubt:  Unemployment 
is  a  searing  experience  for  a  modem 
American  even  though  it  need  no 
longer  mean  hunger  as  it  still  does  in 
much  of  the  world. 

But  now  ask  Albert  H.  Cox  Jr., 
chief  economist  of  Merrill  Lynch  & 
Co.:  "The  statistics  show  how  many 
people  are  receiving  their  unemploy- 
ment checks  in  Florida,  but  the  dumb 
politicians  don't  want  to  talk  about 
it.  What  some  people  do  is  go  on 
vacation  for  six  or  nine  months,  and 
then  start  to  look  for  a  job.  We've 
moved  the  benefits  up  so  high,  I'm 
sure  these  effects  are  worth  a  couple 
of  points  on  the  unemployment  rate." 

Who  is  right?  Are  the  unemployed 


long-suffering  victims  of  an  economy 
seriously  out  of  whack?  Or  are  they 
—most   of   them— rip-off   artists? 

Before  trying  to  answer  the  ques- 
tion, one  should  ask  first:  Who  are 
the  unemployed?  And  what  happens 
to  them?  Both  the  Cox  and  Humphrey 
versions  suggest  a  typical  unemployed 
person:  a  Shiftless  Shirker  spending 
half  a  year  getting  a  tan  at  taxpayer 
expense,  or  a  Helpless  Victim  spend- 
ing just  as  long  desperately  searching 
high  and  low  for  work. 

The  facts,  however,  shatter  both 
stereotypes:  For  most  of  the  jobless, 
unemployment  is  an  experience  that 
ends  fairly  quickly.  The  average 
length  of  stay  in  the  "pool"  of  unem- 
ployed—those without  jobs  but  look- 
ing for  one— was  a  bit  over  ten  weeks 
in  1975.  That  was  much  higher  than 
normal,   but   it's   still   not   very   long. 

The  reason  unemployment  is  so 
misunderstood  is  that  it's  almost  al- 
ways depicted  as  a  fixed  "stock" 
rather  than  a  dynamic  "flow."  Seven- 
and-a-half  million  out  of  work  in 
August?    Must   be   pretty   much    the 


same  bunch  of  idle  unfortunates  as 
the  6.9  million  unemployed  last  May 
-plus  600,000  more,  right?  Wrong. 
\'ery  wrong. 

"The  flow  of  workers  in  and  out  of 
unemployment  every  month,"  says 
Cornell  economist  Stephen  Marston, 
"is  always  far  greater  than  the  in- 
crease in  the  number  of  the  unem- 
ployed. For  example,  during  the  re- 
cent business  contraction,  when  the 
unadjusted  unemployment  rate  rose 
from  4.2%  [October  1973]  to  9.2% 
[June  1975],  overall  unemployment 
rose  by  an  average  of  231,000  workers 
each  month.  But  during  the  same  pe- 
riod, 2.7  million  workers  became  un- 
employed on  average  every  month, 
more  than  11  times  as  many  as  the  net 
increase."  How  can  that  be? 

The  chart  below  tells  the  story. 
More  than  21  million  difterent  peo- 
ple experienced  unemployment  at 
some  point  during  1975,  with  about 
30  million  separate  "spells"  of  im- 
employment  among  them.  Into  the 
pool  of  the  unemployed  flows  a  con- 
stant batch  of  new  arrivals:    people 


UNEMPLOYMENT:  A  "FLOW"  NOT  A  "STOCK" 


Last  month  over  7  million  Americans  were  out  of 
work.  That  number  tends  to  suggest  a  relatively  fixed 
mass— an  inventory  of  idle  people— doomed  to  stand 
on  the  outside  looking  in  as  others  prosper.  In  fact, 
they  are  not  a  stock,  but  a  flow  of  people  four  times 


1975: 


as  big  passing  into  and  out  of  the  ranks  of  the  unem- 
ployed, most  of  them  for  short  spells.  This  has  obvi- 
ous ramifications  for  U.S.  economic  policy.  But  is  it 
obvious  to  politicians?  (Figures  below  are  for  1975, 
the  last  full  year  for  which  data  is  available.) 
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who  have  quit  their  jobs  or  been  laid 
off;  who  are  entering  the  labor  force 
for  the  first  time;  or  are  reentering 
after  a  hiatus.  They  flow  out  of  the 
pool  in  two  ways;  not  all  land  jobs. 
Most  do,  but  others  "solve"  their  un- 
employment problem  by  simply  end- 
ing their  job  search,  thereby  leaving 
the  labor  force. 

The  difference  between  the  two 
flows  in  and  out  of  unemployment 
each  month  is  what  determines  the 
rise  or  fall  in  the  unemployment  rate, 
and  that's  the  figure  that  grabs  the 
headlines.  But  it  masks  the  flux  that 
is  constantly  going  on  in  labor  mar- 
kets. Here  is  one  example  of  what  is 
hidden:  Over  half  of  all  adult  men 
who  are  laid  off  are  laid  off  tempo- 
rarily, waiting  to  be  recalled  in  a 
matter  of  weeks,  according  to  econo- 
mist Martin  Feldstein  of  Harvard.  The 
point  is  not  that  such  people  are  hav- 
ing a  great  time  watching  TV  soap 
operas  or  mowdng  the  lawn  instead  of 
working.  The  point  is,  we  ought  to 
know  how  many  of  them  there  are. 
From  a  policy  viewpoint,  should  an 
unemployed  worker  who  is  sure  to 
get  his  job  back  be  treated  the  same 
as  one  who  isn't? 

The  fact  of  enormous  gross  flows 
in  and  out  of  unemployment  is  noth- 
ing new;  it's  been  happening  for  de- 
cades in  the  U.S.  (though  not  in  oth- 
er countries,  where  employment  pat- 
terns tend  to  be  more  stable).  But 
economists  have  begun  to  examine  the 
flows  only  in  the  last  eight  years. 
More  and  more,  they're  scrutinizing 
the  "microeconomic"  behavior  of  firms 
and  workers  instead  of  the  purely 
"macroeconomic"  problem  of  inade- 
quate demand  for  labor.  What  they've 
turned  up  is  of  much  more  than  pure- 
ly academic  interest.  Unfortunately, 
our  politicians,  whether  of  the  right  or 
of  the  left,  don't  seem  to  be  listening. 
Or  perhaps  don't  want  to. 

For  one  thing,  the  "turnover"  phe- 
nomenon helps  to  explain  what's  go- 
ing on  among  the  millions  of  women 
and  teenagers  who  have  flooded  the 
job  market  in  recent  years.  These  two 
groups  l\ave  raised  their  joint  share 
of  the  labor  force  from  37%  in  1960 
to  46%  in  1976.  These  same  groups- 
more  than  any  other— tend  to  experi- 
ence frequent,  but  fairly  short  bouts 
of  unemployment.  That  means  that 
at  any  given  time  a  lot  of  them  are 
bound  to  be  looking  for  work,  swell- 
ing the  jobless  figures.  They  are  not  so 
much  jobless  as  they  are  between  jobs. 

Teenagers  and  married  women  of- 
ten move  in  and  out  of  the  labor  force 
for  noneconomic  reasons:  School's 
out.  School's  in.  Time  to  have  a  baby. 
Women  and  teenagers  are  also  Ukely 
to  have  a  "casual  attachment"  to  the 
labpr  force  because  they  often  have 


Women's  Work 

More  Americans  are  now  at  work  than  ever  before.  Yet  unemployment 
continues  at  high  levels.  Part  of  the  reason  for  this  anomaly 
is  the  larger  number  of  married  women  and  teenagers  entering  the 
labor  force  in  recent  years.  Add  to  that  the  breaking  down  of 
traditional  notions  about  what  is,  and  what  is  not,  "women's  work" 
and  the  reasons  for  the  anomaly  become  clearer  still.  Women  and 
teenagers,  moreover,  move  into  and  out  of  the  labor  force  more 
frequently— get  more  "discouraged"— than  do  male  heads  of  households. 


less  of  a  stake  in  earning  a  paycheck; 
in  many  cases,  working  husbands  and 
parents  are  there  to  take  care  of  pro- 
viding the  necessities  of  life.  That 
means  married  women  and  teenagers 
tend  to  become  "discouraged"  job- 
seekers  much  more  readily  than 
household  heads,  and  often  drop  out 
of  the  labor  force  in  slack  times.  It's 
just  common  sense:  A  teenager,  un- 
like a  family's  chief  breadwinner,  can 
afford  to  tell  the  boss  to  shove  it.  And 
he  can  afford  to  give  up  job-hunting 
after  a  few  weeks. 

About  Face 

In  fact,  teenage  employment  has 
actually  kept  up  with  the  increase  in 
teenagers  seeking  work;  their  high 
unemployment  rate  is  due  to  their 
high  turnover  among  summer  jobs, 
after-school  jobs,  Christmas  jobs.  "It 
is  almost  as  if  things  had  gotten 
turned  around,"  says  Paul  Barton  of 
the  National  Commission  for  Man- 
power Policy,  "with  the  unemploy- 
ment rate  advancing  to  reflect  the 
greater  success  of  youth  in  locating 
these  types  of  jobs."  But  Barton  adds 
a  caveat:  Black  teenagers,  with  un- 
employment rates  in  August  at  a 
scary  33%,  are  not  nearly  as  likely  to 


find  work  as  their  white  counterparts. 

Still,  minority  workers'  problems 
aren't  very  different  from  those  of  oth- 
er "disadvantaged"  workers  like  wom- 
en and  youth;  they  generally  show 
the  same  pattern  of  short  spells  of  un- 
employment. Their  problem  is  not  so 
much  jobs  but  the  kinds  of  jobs  they 
often  wind  up  in:  as  dishwashers,  fac- 
tory helpers  and  janitors.  Some  econo- 
mists argue  that  high  turnover  among 
blacks  and  Hispanics  is  due  to  their 
low  wages,  boredom  and  the  poor 
chances  for  advancement  in  these 
jobs.  "A  lot  of  these  short  spells  of 
unemployment,"  says  George  L.  Perry 
of  the  Brookings  Institution,  "are  part 
of  a  process  of  shifting  between  crum- 
my jobs,  not  that  nice  process  by 
which  people  gradually  become  bank 
presidents." 

But  "crummy  jobs"  aren't  the  whole 
story.  A  study  by  Cornell's  Stephen 
Marston  shows  that  black,  female  and 
young  workers  are  likely  to  have  high 
rates  of  turnover  whatever  type  of  job 
they  have.  In  part,  this  is  due  to  their 
greater  chance  of  being  laid  off  than 
mature,  white  male  workers.  And  in 
part,  it  is  probably  due  to  other,  more 
subtle  patterns  of  behavior.  Says  one 
economist:     "Whites    are    willing    to 
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THE  GAP  WIDENS 

160 

Total  Employment  is  at  an  all-time  high.  The  "Employment  Ratio"- 
150  -  total  employment  divided  by  working-age  population— is  well  above 
its  1948-74  average.  Yet  unemployment  remains  well  above  7%. 

TOTAL  WORK-AGE  POPULATION 
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work  at  low-paying  jobs  because  they 
are  aware  that  they  can  start  up  the 
job  ladder  by  establishing  a  stable  em- 
ployment record.  Blacks,  on  the  other 
hand,  do  not  seem  to  have  this  op- 
portunity, and  therefore  are  likely  to 
leave  a  low-paying  job  within  a  few 
months  or  a  year."  Unjust?  Absolute- 
ly. But  it  is  a  problem  of  discrimina- 
tion, not  economic  depression. 

Robert  E.  Hall,  a  professor  at  the 
Massachusetts  Institute  of  Technology, 
sums  it  all  up:  "The  problem  of  the 
hard-core  unemployed  is  that  they  are 
unable  to  find  stable  jobs,  not  that 
they  are  unable  to  find  work  at  all." 

Notice  that  Hall  didn't  say  there  is 
"no  problem."  There  is  a  serious  prob- 
lem, or  rather  a  series  of  them:  dis- 
illusionment, unequal  opportunities, 
poor  education.  But  in  most  cases 
these  days,  unemployment  is  not  the 
drawn-out  months  of  forced  idleness 
or  sheer  human  waste  that  it  is  pop- 
ularly thought  to  be  by  those  who 
assume  that  the  problem  is  lack  of 
demand  for  labor. 

Long-term  spells  of  unemployment 
do  increase  during  economic  down- 
turns; they  certainly  did  in  1974-75. 
But  now  that  the  total  number  em- 
ployed has  begun  rising  again— by 
over  3.5  million  since  the  trough  of 
the  recession  in  mid-1975— the  aver- 
age duration  of  a  spell  of  unemploy- 
ment has  undoubtedly  fallen  close  to 
its  normal  level  of  six  or  seven  weeks. 
The  U.S.  Bureau  of  Labor  Statistics 
doesn't  publish  the  number;*  you 
have  to  estimate  it  from  a  survey  BLS 
takes  annually.  (It  next  appears  in 
the  summer  of  1977. ) 

But  despite  rapidly  growing  em- 
ployment, the  unemployment  rate  re- 


Oi    30N 


mains  high,  having  climbed  from  7.3^ 
in  May  to  7.9%  in  August  as  the  la- 
bor force  grew  at  rates  far  in  excess 
of  those  during  previous  economic  re- 
coveries. By  year-end,  unemployment 
should  turn  back  down  close  to  7%, 
and  sink  further  in  1977.  But  the  "full 
employment"  jobless  rate  of  4%  isn't 
around  the  comer.  The  increase  in  the 
number  of  job-seeking  teenagers  isn't 
going  to  abate  until  the  1980s  when 
the  baby-boom  generation  finally 
passes  completely  into  the  working- 
age  population.  As  for  the  likelihood 
that  women  will  continue  to  crowd 
the\  work  force,  that's  anybody's 
guess.  Right  now,  48%  of  working-age 
women  are  in  the  labor  force— a  num- 
ber that  appears  to  be  rising. 

Knowing  what  we  do  about  the 
constant  turnover  that  characterizes 
women's  and  teenagers'  labor-force 
behavior,  it's  a  safe  bet  that  unem- 
ployment will  remain  well  above  5^2% 
or  6%  for  the  rest  of  the  decade,  even 
as  Americans  become  more  prosperous 
than  ever.  But  this  is  not  due  to  some 
shocking  contradiction  or  failing  in 
the  economy.  It  is  a  demographic 
event  resulting  from  birth  patterns  of 
the  Fifties  and  from  social  changes  in 
the  Sixties  and  Seventies— all  piled  on 
top  of  behavior  patterns  that  have  ex- 
isted in  our  free-swinging  labor  mar- 
kets for  a  long  time. 

However,  the  politicians  still  intone 
the  overall  unemployment  figure  as 
though  it  were  some  kind  of  a  mantra. 


*BLS  regularly  publishes  a  figure  that  it  calls  "av- 
erage duration  of  unemployment."  It  represents  the 
average  length  of  time  the  current  stock  of  unem- 
ployed has  been  out  of  work.  The  figure  will  always 
be  longer  than  the  average  duration  of  a  spell  of  un- 
employment because  the  longer  a  person  has  been  un- 
employed, the  greater  the  chance  he  will  be  among 
the  current  stock  of  jobless. 


(Repeat  after  me:  Social  justice  de- 
mands that  unemployment  be  brought 
down  to  4%.)  To  show  that  they 
mean  what  they  say,  pohticians  have 
proposed  a  bevy  of  policies  to  re- 
store "full"  employment.  Given  what 
we  know  about  the  high  rate  of  turn- 
over among  the  unemployed,  let's 
take  a  look  at  some  of  them. 

Turn  On  The  Juice 

The  first  is  that  timed-honored 
Keynesian  prescription  of  "more  stim- 
ulus," the  basis  of  the  $18-billion  gen- 
eral tax  cut  in  1975.  The  question  is, 
how  much  more  fiscal  or  monetary 
adrenaline  can  be  applied  to  reduce 
unemployment  before  inflation  starts 
climbing  again? 

Interestingly,  there's  a  lot  less  dis- 
agreement about  this  question  than 
there  used  to  be.  Even  liberal  econo- 
mists concede  that  the  old  4%  unem- 
ployment target  is  unrealistic  these 
days,  and  that  the  economy  would 
run  smack  into  labor  and  capacity 
shortages  long  before  it  attained  that 
measure  of  full  employment.  The  re- 
sulting inflation  would  destroy  busi- 
ness confidence,  ultimately  defeating 
the  goal  of  more  employment. 

In  fact,  heating  up  the  economy 
would  do  little  to  alter  the  turnover 
among  young,  black  and  female  work- 
ers. It  helps  some,  of  course,  in  making 
their  typical  job  search  time  shorter, 
and  in  opening  up  better,  more  stable 
jobs  for  them.  The  problem  is  that  as 
the  economy  is  stimulated,  employers 
run  into  shortages  of  skilled,  mature 
workers  for  whom  the  hordes  of  un- 
skilled are  no  substitute.  "If  an  em- 
ployer really  needs  an  adult  male  for 
a  job,  it  doesn't  matter  if  8,000  kids 
apply,"  says  Cornell's  Marston,  "even 
if  the  kids  will  accept  lower  wages." 

The  answer,  then,  is  a  more  finely 
tuned  set  of  policies— "micro"  rather 
than  "macro"  solutions,  or  "the  rifle 
rather  than  the  shotgun,"  to  use  one 
economist's  phrase.  Trouble  is,  many 
of  these  proposals  take  rather  care- 
less aim— often   at  the  wrong  target. 

At  the  top  of  the  list  of  "micro" 
policies  is  the  idea  of  the  Government 
serving  as  employer  of  last  resort.  The 
logic  runs  something  like  this:  If  the 
Federal  Government  simply  scatters 
money  into  the  economy,  a  lot  of  it 
will  be  spent  on  things  that  may  not 
create  new  jobs.  Therefore,  a  more 
efficient  use  of  that  money  is  to  create 
employment  directly.  In  fact,  Wash- 
ington already  shells  out  over  $7  bil- 
lion a  year  for  employment  for  its 
own  sake.  Supporters  of  the  Hum- 
phrey-Hawkins full  employment  bill 
want  more. 

Next  question:  What  should  the 
Government  have  the  jobless  do? 
Many  policymakers  are  unhappy  with 
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public  works  construction  projects— 
that  great  panacea  of  the  Thirties— 
on  the  grounds  that  they  take  too 
long  to  get  started  and  are  too  cap- 
ital intensive.  (That  didn't  stop  Con-*' 
gress  from  authorizing  $2  billion 
worth  of  public  works  under  pressure 
from  organized  labor. ) 

A  much  more  popular  idea  is  for  the 
Federal  Government  to  give  state  and 
local  units  money  to  put  people  into 
public  service  employment  (PSE), 
cleaning  up  parks,  assisting  at  hospi- 
tals, whatever.  The  appeal  is  obvious: 
With  all  that  idle  human  capital  out 
there,  and  all  the  work  that  needs  to 
be  done,  why  not  pay  the  jobless  low 
wages  to  serve  society  instead  of  dol- 
ing out  unemployment  benefits? 

But  is  that  the  answer?  It  hardly 
helps  the  unemployed  to  offer  a  dead- 
end job  "serving  society"  when  their 
problem  is  that  they  frequently  leave 
such  jobs  in  the  private  sector— as 
shipping  clerks,  dishwashers,  porters. 
If  people  can  find  low-wage,  dead- 
end jobs  in  the  private  sector  fairly 
quickly— jobs  that  consumers  are  will- 
mg  to  pay  for  on  the  open  market- 
why  pay  them  taxpayer  money  to  earn 
low  wages  at  dead-end  jobs  in  the 
public  sector? 

Providing  Training 

One  reason  for  doing  so  might  be 
if  the  Government  could  set  up  a  pro- 
gram to  reach  the  most  disadvan- 
taged, hard-core  unemployed  and 
give  them  public  jobs  that  would  train 
them  in  marketable  skills  transferable 
to  the  private  sector.  But  few  of  the 
hundreds  of  thousands  of  PSE-type 
jobs  funded  in  the  1970s  have 
reached  such  workers,  and  virtually 
none  offers,  the  kind  of  training  they 
really  need. 

The  reason  is  simple:  Many  state 
and  local  governments  have  taken 
their  federal  PSE  money  and  hired 
the  best  workers  available— in  many 
cases  teachers,  policemen  and  firemen 
they  had  previously  laid  off  in  aus- 
terity drives.  They  are  hardly  about 
to  loosen  their  strained  purse  strings 
for  expensive  on-the-job  training  pro- 
grams. S^ys  Alan  Fechter,  an  econo- 
mist at  the  Urban  Institute  in  Wash- 
ington: "As  it  is  now  administered, 
PSE  is  simply  a  revenue-sharing  pro- 
gram pretending  to  be  a  manpower 
program."  Even  liberal  economists  like 
the  University  of  Pennsylvania's  Mi- 
chael Wachter,  an  adviser  to  Jimmy 
Carter,  are*  disenchanted  with  PSE. 
Wachter  calls  it  "a  program  to  make 
society  feel  better  about  the  unem- 
ployment numbers." 

That  isn't  to  say  that  Wachter  is  ad- 
vising Jimmy  Carter  to  do  nothing 
while  unemployment  hangs  high. 
Wachter  favors  training  programs  to 


Car  Wash  Helper:  $2.30  per  hour 


Jobs:  Taking  'Em 
And  Leaving  'Em 

Even  in  these  days  of  high  unem- 
ployment, there  are  plenty  of  jobs. 
Consider  the  adventures  of  John  R. 
Coleman,  president  of  Haverford 
College,  who  chose  to  drop  out  of 
academe  for  a  while  to  see  the 
world  as  blue-collar  workers  see  it. 
Coleman  chronicled  his  adven- 
tures in  a  book  called  Blue-Collar 
journal.  He  was  astonished  to  dis- 
cover, among  other  things,  how 
easy  it  was  to  find  jobs— sewer-line 
digger,  restaurant  "salad  man," 
garbage  collector. 

The  trouble  with  these  jobs  is 
that  they  pay  little  and  offer  even 
less  in  the  way  of  "status."  No  sur- 
prise, then,  that  people  tend  to 
stay  in  them  for  relatively  short 
periods  of  time.  This  helps  to  ex- 
plain the  dismayingly  high  unem- 
ployment and  high  turnover  among 
minority  workers,  who  are  often  re- 
stricted, by  lack  of  training  or  by 
unlawful  prejudice,  to  these  jobs. 

It's  a  big  problem.  But  can  it  be 
solved  with  economic  measures? 
Fiscal-monetary  stimulus  won't 
make  a  dishwasher's  job  more  fun, 
nor  invest  it  with  glamour.  Tem- 
porarily putting  workers  on  the 
government  payroll  will  hardly 
help,  either;  there  is  not  much 
choice  between  dead-end  jobs,  be 
they  public  or  private. 

One  solution  is  to  train  disad- 
vantaged workers  for  skilled,  bet- 
ter paying  jobs.  A  good  idea,  but 
efficient  administration  of  such 
programs  is  rare. 


Window  Washer:  $5.32  per  hour 


Dishwasher:  $2.50-$3.30  per  hour 
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Profits  Or  Jobs? 

The  poster  at  left 
may  be  good  slogan- 
eering, but  is  it  good 
sense?  In  the  long  run, 
the  most  reliable  solu- 
tion to  unemployment 
may  be  an  expanding 
private  sector,  which  is 
to  say:  no  profits,  no 
jobs.  Help  could  come, 
too,  from  an  educa- 
tional system  (right) 
that  does  better  at  pre- 
paring people  for  the 
world  of  work. 


get  at  the  "structural"  unemployment 
problem— the  mismatch  between  avail- 
able workers  and  available  jobs.  "As 
I  see  it,"  he  says,  "the  real  issue  we 
confront  is  that  when  you  get  down 
to  around  5.5%  unemployment,  you're 
running  out  of  skilled  workers.  We 
have  got  to  have  a  better  mix  of 
skilled  and  unskilled  workers  than  we 
have  now." 

Given  the  fact  that  a  lot  of  labor 
market  turnover  occurs  among  disad- 
vantaged workers  in  unskilled  jobs, 
that  makes  sense.  But  identifying  the 
problem  isn't  the  same  as  solving  it, 
and  Washington's  record  to  date 
hasn't  been  very  encouraging.  Wach- 
ter  concedes  that  the  success  of  feder- 
al training  programs  has  been  "kind  of 
mixed,"  but  argues  that  most  programs 
haven't  made  much  effort  at  real 
training.  "The  Neighborhood  Youth 
Corps  is  a  prime  example,"  he  says. 
"It's  just  a  kind  of  keep-'em-off-the- 
streets  program." 

A  favorite  idea  of  many  manpower 
experts  is  a  federal  subsidy  to  em- 
ployers to  train  disadvantaged  work- 
ers themselves.  This  is  the  theory  be- 
hind JOBS  (Job  Opportunities  in 
the  Business  Sector),  a  Johnson  Ad- 
ministration program  that,  in  the 
words  of  Columbia  University  Profes- 
sor Eli  Ginzberg,  "gets  high  marks  for 
trying  to  get  training  and  job  creation 
more  closely  linked,  instead  of  just 
sending  people  to  school."  But  there 
was— and  is— a  problem  with  JOBS: 
How  do  you  police  such  a  program 
to  ensure  that  it  supports  worthwhile 
training  programs,  and  is  aimed  at 
truly  disadvantaged  workers  who  wall 
be  given  decent  jobs?  Unfortunately, 
the  paperwork  involved  in  such  en- 
forcement is  enough  to  discourage 
many  employers  from  participating. 

Says  one  top  Administration  econo- 
mist: "You  and  I  can  sit  here  and  lay 
out  objectives  for  programs  for  ghetto 
Idds  to  get  good  training.   But  then 


write  the  legislation.  Something  will 
come  through  the  Congress,  and  then 
will  be  handed  over  to  the  people 
who  run  the  programs.  It's  a  long  way 
from  here  to  there;  there's  no  way  you 
have  control.  The  more  complicated 
the  problem,  the  less  control  you  can 
possibly  have." 

Complicated?  There's  no  question 
that  the  training  problem  is  compli- 
cated. The  U.S.  educational  system  is 
still  out  in  left  field  as  far  as  the  busi- 
ness world  is  concerned— and  the  gap 
between  the  two  is  narrowang  mighty 
slowly,  despite  innovations  Uke  "ca- 
reer education"  aimed  at  getting  stu- 
dents, teachers  and  businessmen  to- 
gether in  factories  and  classrooms. 

Still,  it  is  worth  an  effort  to  close 
the  gap.  Taxpayer  dollars  are  much 
better  spent  on  upgrading  the  labor 
force  and  matching  people  viath  jobs 
than  on  temporary  employment  pro- 
grams like  PSE.  But  a  word  of  cau- 
tion: Pouring  billions  into  training 
programs,  vocational  education,  place- 
ment services,  "career  education"  and 
the  like  will,  at  best,  gradually  trim 
unemployment,  not  bring  it  down 
overnight. 

How's  Business? 

In  the  end,  the  most  effective,  most 
rapid  job  creating  program  we  have 
is  the  private  sector.  The  millions  of 
additions  it  makes  to  employment 
every  few  weeks  dwarf  the  size  of 
proposed  government  schemes. 

Stimulating  business  investment  to 
create  jobs  is  the  theme  behind  a  set 
of  tax  proposals  by  Congressman  Jack 
Kemp  (Rep.,  N.Y.),  a  former  profes- 
sional football  quarterback  turned  pol- 
itician. Often  called  "the  Republi- 
can answer  to  Humphrey-Hawkins," 
Kemp's  legislation  would,  among  oth- 
er things,  reduce  the  corporate  income 
tax  from  48%  to  42%,  allow  more  lib- 
eral depreciation  write-offs  and  estab- 
lish a  permanent  investment  tax  credit 


of  up  to  25%.  Total  initial  loss  to  the 
Treasury:  More  than  $30  billion  that, 
Kemp  claims,  "would  be  recovered 
very  quickly  from  the  increase  in  busi- 
ness activity." 

Kemp's  bill,  if  adopted  all  at  once, 
would  almost  certainly  stir  up  infla- 
tionary pressure  in  the  short  run, 
which  would  defeat  its  long-term 
goals.  For  that  reason,  the  Ford  Ad- 
ministration has  withheld  approval. 
Kemp  insists,  however,  that  his  bill 
ought  to  be  supported  not  on  its 
specific  provisions— many  of  which 
haven't  a  prayer  of  passage— but  on 
its  principle  of  tilting  the  tax  system 
toward  capital  formation  incentives 
instead  of  consumption.  That,  clearly, 
is  the  long-run  answer  to  a  rocky  busi- 
ness cycle. 

Unemployment  and  underemploy- 
ment are  serious  matters,  but  in  a 
country  like  the  U.S.  they  are  less 
economic  problems  than  they  are  so- 
cial and  psychological  problems.  The 
economic  system  is  performing  well. 
By  itself,  however,  it  cannot  cure 
every  ill.  It  certainly  cannot  change 
society  overnight. 

How  can  we  help  people  find  jobs 
they  will  stay  in?  What  can  be  done  to 
improve  the  transition  from  school  to 
work?  What  can  we  do  about  social 
forces  that  keep  disadvantaged  work- 
ers from  moving  up  the  job  ladder? 

"It's  not  as  easy  to  characterize  un- 
employment as  we  thought  it  was," 
says  Marston.  "We  still  have  a  lot 
further  to  go  in  this  avenue  of  re- 
search. I  think  one  reason  it  hasn't 
gotten  into  the  news  is  that  it's  hard 
to  put  your  finger  on  it.  We  know 
there's  this  tremendous  turnover,  btit 
we  don't  know  exactly  why." 

It's  the  old  story:  You  can't  really 
begin  solving  a  problem  until  you've 
defined  it  properly.  Inevitably,  how- 
ever, with  an  emotionally  charged  is- 
sue like  unemployment,  that  will  not 
stop  politicians  from  trying  anyway.  ■ 
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WALL  STREET  WINNER 

The  Hart  Schaff net  &l  Marx  Corporate  \^sted  Suit* 


On  Wall  Street,  or  anywhere  in  the  business  world,  how  a  man  looks  still  matters.  The 
Hart  Schaffner  &.  Marx  Corporate^"  Collection  for  fall  is  clothing  with  an  executive 
look.  Fashion  with  quiet  authority.  For  example,  this  vested  blue  chip  pinstripe  suit. 
Wear  it  with  confidence  that  you're  making  a  good  appearance  no  matter  who's 
taking  stock. 

Hart  Schaffner  &  Marx 

For  information,  write:  36  South  Franklin  Street,  Chicago,  Illinois  60606.  0 1976  Hart  Services,  Inc. 


Did  you 
know 
Hart 

Schaffner 
&  Marx 
made 
clothes 
like  that? 
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"Kodak  showed  us  how  to  move  faster 
on  customer  questions      ^  _ 

1  s.rrkArkrki       •i      ••  That s  the  yearly  savings 

and  save  WyOOO  besides,     logged  by  a  major  southern 

financial  institution  since  it  adopted 
Kodak's  proposal  for  centralized 
microfilming  of  depositor  records. 

From  yet  another  bank,  the  sav- 
ings came  in  the  computer  printout 
area  where  filming  is  now  saving 
$70,000  a  year  in  paper  alone. 

You  already  know  you  save 
money  with  Kodak  microfilm.  But 
now,  the  need  is  to  look  beyond  the 
savings  generated  in  routine  appli- 
cations. 

To  make  this  kind  of  progress 
in  your  organiza- 
tion takes  your 
determination 
to  seek  better 
answers. 

The  sooner  you  ask 
us,  the  sooner  we  can 
help  with  an  in-depth 
proposal.  If  youVe  already  received 
;  a  Kodak  Proposal,  act  on  it  now 

and  start  saving. 

Write  on  your  letterhead  to  D.  W. 
Storey,  Eastman  Kodak  Company, 
Dept  6614,  Rochester,  N.Y.  14650. 

What  youVe  saving  now  with 
microfilm  is  only  the  beginning. 


UU5>  lUllU  Ul  piugicbb 

Ask 
us 


Kodak 


'^What  are  the  alternative  ways  of  arranging 
project  finance  in  Southeast  Asia?" 

^^What  payment  terms  can  we  expect  to  encounter 
in  Iran?" 

^^Howcan  our  U.K.sales  subsidiary  borrow  Sterling, 
even  though  we're  a  non-resident  corporation?" 


For  up-to-the-minute  answers  on  the 
international  business  scene,  ask  Boston's 
"Top-of-the- World  Team."  This  is  our  group 
of  specialists  whose  job  is  helping  business- 
men in  the  U.S.  plan  and  execute  the  most 
effective  financial  decisions  in  every  part  of 
the  globe. 

Perhaps  you've  thought 
of  the  "Bank  of  Boston" 
mainly  for  its  expertise  in 
Latin  America  (where  more 
than  2,500  of  our  people  serve  in  an 
extensive  network  of  branches  and 
affiliated  companies).  But  we  also 
have  branches  in  the  major  money 
centers  around  the  world,  plus 
facilities  in  every  one  of  the  impor- 


tant cities  listed  below. 

In  addition,  we  can  call  on  the 
resources  of  our  subsidiary  —  Bank  of  Boston 
International  —  on  both  coasts,  in  New  York 
and  Los  Angeles.  So,  if  we  don't  immediately 
have  all  the  answers  for  you,  we'll  get  them 
in  a  hurry. 

For  complete  financing 
assistance,  investment  help, 
and  answers  to  complex  ques- 
tions about  the  international 
situation,  look  to  us.  We'll  help 
your  company  —  anywhere  in  the 
U.S.  —  plan  the  next  step  involving 
overseas  markets.  One  phone  call 
right  now  -  to  (800)  225-2488  - 
puts  you  on  top  of  the  world. 


(800)  225-2488  Up  to  the  minute...On  top  of  the  world. 

Your  call  is  toll-free  in  the  Continental  U.S.  From  Massachusetts  phones  call  (617)  434-2400. 


THE  FIRST  NATIONAL 
BANK  OF  BOSTON 


WORLD  HEADQUARTERS  100  FEDERAL  STREET,  BOSTON,  MASS.  OTHER  US  FACILITIES  IN  NEW  YORK.  MIAMI  AM)  I  os  AN<.I  1  I  S 
OVERSEAS  FACILITIES  IN  BEIRUT,  BUENOS  AIRES,  AVELLANEDA,  ROSARIO,  CARACAS,  FRANKFURT,  (iUERNSEY,  HONG  Kl)N<i. 
LA  PAZ,  LONDON,  LUXEMBOURG,  MADRID,  MELBOURNE,  MEXICO  CITY,  NASSAU,  PANAMA  CITY,  PARIS.  PORT  AU  PRINCE, 
SAN  JOSE,  SANTO  DOMINGO.  SAO  PAULO.  CAMPINAS.  PORTO  ALEGRE.  RIO  DE  JANEIRO,  SINGAPORE,  TEHRAN.  TOKYO 


.1 

i 


Okay,  Soak  The  Rich, 
But  Where  And 
Who  Are  They? 

The  candidates  do  no  service  by  debating  tax  policy  and 
ignoring  two  basic  facts— that  taxes  are  rising  faster 
than  prices,  that  prices  vary  widely  from  place  to  place. 


By  DAVID  WARSH 

Jimmy  Carter  seems  to  have  raised 
the  first  real  issue  of  the  campaign: 
tax  reform.  But  he  may  have  raised  a 
different  issue  than  he  intended. 
Promising  to  shift  the  burden  of  tax- 
ation from  the  "working  classes"  to  the 
vi^ealthy  and  big  business  (and  so 
opening  himself  to  riposte  by  the  Ford 
campaign),  the  Georgia  candidate  has 
in  fact  advanced  a  scheme  that  could 
sharply  increase  tax  bills  in  the  North 
—and  leave  the  tax  bills  of  equally 
comfortable  southerners  relatively  un- 
changed. Such  a  "reform"  would  un- 
doubtedly speed  the  pace  of  migration 
to  the  South. 

Carter  and  his  aides— and  President 
Ford  and  his  aides  in  their  rebuttals 
—seem  to  have  overlooked  a  rather 
subtle,  or  at  least  persistently  ignored, 
fact:  The  purchasing  power  of  the 
dollar  is  greater  in  the  South  than  in 
the  North.  Fewer  dollars  go  further 
there.  The  salary  that  may  finance  a 
very  comfortable  standard  of  living  in 
Georgia  may  fall  far  short  of  comfort 
for  a  person  living  in  the  urban  North- " 
east.  Look  at  the  tables  on  the  next 
page.  They  show  that  it  costs  about 
$27,000  a  year  to  buy  a  standard  of 
living  in  Boston  similar  to  that  which 
$20,000  a  year  will  buy  in  Houston. 

Supposing  Carter,  recognizing  this 
fact,  decides  that  $30,000,  not 
$20,000,  should  be  the  point  at  which 
you  deserve  to  be  socked  with  higher 
taxes.  This  would  leave  untouched 
people  in  small  towns  in  the  South 
where  $25,000  a  year  is  a  small  for- 
tune; in  short,  the  higher  the  cutoff 
point,  the  fewer  incomes  there  will  be 
to  soak.  What's  more,  unless  he  means 
virtually  to  confiscate  all  income  over 
$30,000,  Carter  probably  would  be 
unable  to  achieve  significant  burden- 
shifting  without  badly  hurting  the 
middle  clas's  in  the  North  and  in  urban 
areas  generally.  And  since  he  isn't  like- 
ly to  advocate  that  particular  "re- 
form," it  means  that  any  attempt  to 
shift  the  burden  away  from  the 
$10,000  man  is  apt  to  wind  up  costing 
the  $20,000  man  some  purchasing 
power.  For  the  fact  is  that  88.5%  of 
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American  families  earned  less 
than  $25,000  in  1974,  accord- 
ing to  the  Census  Bureau. 

The  problem  for  Carter  and 
his  advisers  is  this:  Like  most 
people,  they  are  used  to  think- 
ing of  inflation  as  something 
that  you  measure  with  the  cal- 
endar. The  consumer  price  in- 
dex went  up  so  much  this  year; 
the  purchasing  power  of  the 
dollar  declined  that  much.  And 
perhaps  if  they  (or  you)  are  savvy, 
they  are  aware  of  the  "claw-back  ef- 
fect." Say  prices  go  up  10%,  and  you 
get  a  10%  raise.  The  Government, 
depending  on  your  bracket,  claws 
back  25%,  30%,  even  40%  of  that  raise 
in  income  taxes.  So  your  raise  wasn't 
really  10%.  It  was  7%,  maybe. 

Place-To-Place  Inflation 

But  purchasing  power  also  varies 
over  distance.  It  is  a  matter  of  low- 
level  common  sense  that  a  $10,000-a- 
year  salary  goes  further— buys  more— 
in  Utah  than  in  New  York  City.  Why? 
Because  prices  are  lower  in  Utah? 
Partly.  But  the  bigger  difference  is 
that  taxes  are  higher  in  New  York. 

Given  today's  pattern  of  purchas- 
ing power,  no  matter  what  income 
cutoff  point  a  politician  chooses,  rais- 
ing income  taxes  will  hurt  people  in 
the  North  more  than  it  will  hurt  peo- 
ple in  the  South.  It  will  further  dis- 
tort the  already  uneven  burden  of 
overall  taxes  and  handicap  the  north- 
east cities  in   their  economic  battle. 

On  the  next  two  pages  is  a  table  of 
the  cost  of  living  in  24  cities  around 
the  nation.  It  spells  out  the  salary  nec- 
essary for  a  four-person  family  to 
maintain  an  almost  identical  standard 
of  comfortable  living  in  each  of  these 
places. 

What  do  we  mean  by  "comfort- 
able"? The  Bureau  of  Labor  Statis- 
tics has  set  the  standards.  The  "high- 
er" budget,  the  one  we're  using,  de- 
scribes something  close  to  "the  Ameri- 
can dream":  a  nice  house  in  the  sub- 
urbs, steak  occasionally,  a  vacation, 
not  extravagant,  but  pleasant.  Our 
budget  is  a  shopping  list,  with  all 
of   the    taxes    thrown   in.    It   reflects 


reality,  not  an  economist's  abstraction. 

Our  table  shows  that  the  cost  of 
living  is  a  good  deal  lower  in  the 
South  than  in  the  North.  A  Boston 
family  needs  $27,000  to  live  as  well 
as  an  Atlanta  family  can  manage  on 
$20,362.  A  New  York  family  needs 
$27,071  to  make  the  same  ends  meet 
as  an  Orlando  family  can  manage  for 
$19,737.  Living  well  in  Milwaukee 
costs  $23,719;  living  just  as  well  in  a 
small  city  like  La  Follette,  Tenn.  costs 
only  $18,522.  The  problems  these 
differentials  raise  for  Carter's  "soak- 
ing the  well-to-do"  are  obvious. 

Before  Carter— or  any  other  politi- 
cian—considers soaking  the  $20,000- 
plus  Milwaukee  family  while  sparing 
the  under  $20,000  La  Follette  family, 
he  ought  to  consider  this:  The  Mil- 
waukee family  is  already  bearing 
more  than  its  share  of  the  national 
and  local  tax  burden.  Surprising  as 
it  may  seem,  it  is  not  prices  per  se 
that  vary  all  that  much  from  place 
to  place.  Prices  do  differ,  of  course. 
A  tuna  fish  sandwich  costs  $4  in  New 
York's  posh  Sherry-Netherland  Hotel, 
but  the  same  item  can  be  had  for 
90  cents  at  the  Woolworth's  lunch 
counter  in  Manistee,  Mich.  More 
prosaically,  a  room-sized  air  condi- 
tioner costs  $1.20  a  day  to  operate 
in  Dallas;  the  same  air  conditioner 
costs  $1.49  a  day  in  Chicago,  $2.77 
a  day  in  New  York.  These  differences 
mount  up. 

But  it  is  taxes  (including  taxes  em- 
bedded in  prices,  as  realty  taxes  are 
embedded  in  rent,  or  business  taxes 
are  embedded  in  other  prices)  that 
account  for  most  of  the  difference  in 
the  cost  of  living.  A  portion  of  the 
difference  reflects  purely  local  deci- 
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sions  to  levy  higher  taxes;  the  tax- 
price  spiral  is  ..an  -incredibly. intricate 
thing.  But  being  intricate  makes  it  no 
less  real. 

Our  Boston  family  pays  something 
like  $10,166  in  taxes  on  an  income 
of  $27,000,  about  $5,911  in  income 
taxes  alone.  The  same  family  living 
just  the  same  way  in  Atlanta  would 
pay  only  $6,797  in  taxes  on  income 
of  $20,362.  Of  the  diflFerence  in  liv- 
ing costs,  taxes  account  for  nearly 
two-thirds. 

Notice  particularly  the  geographic 


"claw-back."  A  man  being  transferred 
from  the  South  to  the  North  needs 
the  full  amoxmt  of  that  extra  money 
—enough  to  cover  both  the  higher 
prices  he  pays  and  the  higher  taxes 
on  his  salary— or  else  he  winds  up 
losing  purchasing  power.  It  works  the 
other  way,  too:  A  company  which 
moves  south  from,  say,  Massachu- 
setts, and  which  does  not  cut  the 
salaries  of  its  employees,  is  in  efiFect 
giving  everyone  a  raise  in  purchas- 
ing power  of  15%  to  30%  or  more. 
So   tax   "reform"   works   this   way: 


$18,000  or  $20,000  does  not  have 
the  same  purchasing  power  every- 
where. It  has  more  in  the  South 
than  in  the  North.  No  matter  where 
you  draw  the  line,  no  matter  at  what 
income  level  you  begin  to  raise  tax 
rates,  you're  going  to  take  more  pur- 
chasing power  out  of  northern  pockets 
than  out  of  southern  ones. 

Suppose  you  decide  to  sock  an  ex- 
tra levy  on  incomes  over  $20,000— a 
10%  surcharge,  say.  Take  a  look  at  the 
cost-of-living  table.  Comfortably  liv- 
ing families  in  Atlanta,  Baton  Rouge, 


Hidden  Tax  Kickers 
In  Tiie  Varying  Cost 
Of  Living  Decently 

Everybody  knows  that  the  cost  of  Uving  varies  from  place 
to  place,  but  not  everybody  knows  just  how  much  it  can 
vary,  nor  the  extent  to  which  taxes— all  taxes— account  for 
the  diflFerence.  For  an  executive  in  Mississippi,  say,  trans- 
ferred by  his  company  from  Biloxi  to  New  Jersey,  it  isn't 
just  those  cold  northern  winters  and  fancy  city  prices— 
but  those  high  suburban  property  taxes  and  correspond- 
ingly bigger  federal  tax  bills  as  well  that  make  him  think 
he  must  get  a  fat  pay  boost  or  lower  his  living  standard. 


The  table  below  makes  the  difference  clearer  than  others 
you  may  have  seen.  It  is  based  on  figures  from  the  Bureau 
of  Labor  Statistics  which  have  been  reworked  to  deter- 
mine more  fully  the  impact  of  taxes  on  how  we  live. 

The  hving  standard  captured  in  these  numbers  is  com- 
fortable, perhaps,  but  not  sybaritic.  The  BLS  calls  it  its 
"higher"  budget.  Think  of  a  professional,  perhaps,  or  a 
middle-management  businessman  in  his  mid-30s.  His  wife 
doesn't  work,  and  they  have  two  children,  a  boy  of  13  and 
a  girl  of  eight.  The  couple  bought  their  home  six  years 
ago.  They  eat  steak  occasionally,  go  on  family  vacations, 
buy  life  insurance— all  according  to  a  carefully  spelled- 
out  schedule  put  together  by  the  Bureau  of  Labor  Statis- 
tics. The  Bureau  does  the  same  thing  for  middle-income 
families  (national  average  last  year:  $15,318)  and  lower- 
middle-class  families    (national  average:   $9,588).  We've 


The  cost  of  a  family  of  four  living 
moderately  well  varies  greatly . . . 


. . .  But  it  is  their  tax  burden  that  varies  more 
widely  than  almost  everything  else  they  buy . 


Total 
Rank        Budget 


Area 


Total 
taxes 


Personal 
income 


Social 
Security 


Sales 


Property 


Hidder^E* 


1  $27,071  New  York,  NE  New  Jersey 

2  27,000  Boston 

3  24,073  San  Francisco,  Oakland 

4  23,719  Milwaukee 


Washington,  D.C.,  Md.,  Va. 

Detroit 

Los  Angeles,  Long  Beach 

Chicago,  NW  Indiana 


$10,969 

10,166 

9,080 

9,393 


$6,379 
5,911 
4,625 
5,507 


$849 
825 
915 
825 


$666 

86 

361 

269 


$1,287 
1,474 
1,513 
1,203 


$1,778  IK 
1,870j 
1,66e 
1,5891 


5 
6 

7 
8 


23,090 
22,947 
22,627 
22,592 


8,295 
8,245 
8,280 
8,026 


4,745 
4,361 
4,099 
3,878 


825 
825 
915 
825 


270 
248 
318 
393 


815 
1,200 
1,355 
1,315 


1,64( 
1,611| 
1,593j 
1,615 


ft 


9  22,206  Seattle,  Everett 

10  22,119  Cedar  Rapids,  Iowa 

11  21,733  Portland,  Maine 

1 2  21 ,723  Kansas  City,  Mo.,  Kan. 


7,024 
7,776 
7,408 
7,311 


3,308 
4,226 
3,529 
3,809 


825 
825 
825 
825 


416 
203 
283 
264 


788 
1,050 
1,179 

788 


1'687  ^,t 

1,472 

1,592k 


13  21,312  Denver  P  7,394 

14  20,998  Pittsburgh  *  6,884 

15  20,955  A  typical  sma// northeastern  city  7,143 

16  20,480  Cincinnati,  Ohio,  Ky.,  ind.  6,650 


3,880 
3,620 
3,654 
3,364 


825 
825 
846 
825 


259 
184 
196 
242 


884 
689 
912 
682 


17  20,362  Atlanta 

18  20,204  Baton  Rouge 

19  20,090  Houston 

20  19,792  Bakersfield,  Calif. 


6,797 
6,072 
6,084 
6,495 


3,420 
2,981 

2,765 
3,185 


825 
825 
825 
915 


216 
176 
168 
268 


829 
520 
769 
650 


21  19,741  A  typical  sma// northcentral  city  6,421 

22  19,737  Orlando,  Florida  5,889 

23  19,541  A  typical  sma// western  city  6,470 

24  18,522  A  typical  sma// southern  city  5,721 


3,352 
2,665 
3,519 
2,787 


825 
825 
825 
829 


186 
183 
200 
233 


680 
677 
456 
450 


'Assumes  that  corporate  income  taxes  and  special  excise  taxes  (principally  fuel,  alcohol,    and  cigarettes)  are  evenly  diffused  in  such  a  way  as  to  be  accountable  as  a  roughly 
sales  tax  on  applicable  consumption  headings. 
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Houston,  Bakersfield,  Orlando  and 
most  other  sun-belt  cities  will  scarce- 
ly feel  the  kiss  of  it.  Bostonians,  New 
Yorkers,  Milwaukeeans  will  get  clob- 
bered—even though  their  standard  of 
living  is  no  higher  than  their  south- 
ern counterparts:  They  are  victims  of 
place-to-place  inflation. 

Doubt  the  analysis?  Consider  a  sim- 
ilar one  by  John  Maynard  Keynes  46 
years   ago,   using  the  same  method: 

"When  a  Scotsman  is  offered  an  ap- 
pointment in  London,  or  an  English- 
man is  offered  one  in  Australia  or  the 


United  States  or  Germany,  and  is  won- 
dering what  the  money  income  he  will 
get  will  be  'worth'  compared  with  the 
income  he  is  now  getting  at  home,  i.e., 
what  the  comparative  purchasing 
power  of  money  will  be  at  the  new 
place,  he  does  not  usually  consult  any 
of  the  ofiicial  index  numbers,  and  he 
would  not  get  a  very  useful  answer  if 
he  did." 

Instead,  "He  asks  a  friend  who  is 
acquainted  with  the  conditions  of  life 
in  the  two  places.  The  friend  thinks 
in  his  mind's  eye  of  a  pair  of  persons, 


one  in  each  of  the  places,  who  seem 
to  him  to  be  enjoying  roughly  the 
same  general  standard  of  life,  and 
makes  an  answer  on  the  basis  of  this 
comparison.  He  may  tell  him  that  he 
will  have  to  get  £1,200  a  year  to  be 
as  well  off  in  New  York  as  with  £700 
a  year  in  London  or  £500  a  year  in 
Edinburgh.  . .  .  The  purchasing  pow- 
ers of  money  in  this  income  range 
come  out  in  the  proportions  12  to  7 
to  5;  for  a  workingman,  the  ratio 
would  not  necessarily  be  the  same." 
Keynes  left  out  only  one  thing  in 


taken  the  "higher  budget"  (national  average:  $22,294) 
and  then  done  some  adjusting. 

The  BLS  breaks  out  of  the  budget  only  income  tax  and 
social  security  payments.  Obviously,  you  pay  more  taxes 
than  those  alone.  So  we've  taken  several  extra  steps.  Using 
Internal  Revenue  Service  tables,  for  example,  we  estimated 
the  amount  of  sales  tax  our  family  would  pay  in  one  com- 
munity or  another  and  then  subtracted  it  proportionately 
from  the  various  categories  of  consumption  and  showed 
the  appropriate  result. 

Using  Tax  foundation  analyses  and  our  own  surveys, 
we  also  arrived  at  a  rough  estimate  of  property  taxes, 
and  then  subtracted  that  figure  from  the  price  of  hous- 
ing. We  also  made  a  rough  and— unavoidably— somewhat 
arbitrary  guess  at  the  amount  of  "hidden  taxes"  our  family 
paid— things  like  corporate  income  tax  folded  into  the  price 


of  goods  and  services,  excise  taxes  on  cigarettes,  alcohol 
and  fuel,  and  so  on.  These  worked  out  in  our  estimate  to 
an  additional  10%  "sales"  tax  (fiscal  1974  revenues  from 
these  hidden  taxes  came  to  $86  bilhon,  or  10%  of  national 
consumption  expenditure  for  the  calendar  year).  We  sub- 
tracted it  from  prices  as  well. 

It  is  clear  from  our  numbers  that  the  lifestyle  sup- 
ported by  an  income  of  $18,522  in  a  small  southern  city 
like  La  Follette,  Tenn.,  requires  additional  income  of  $8,549 
in  metropohtan  New  York.  And  of  the  added  income,  only 
$3,301  would  go  for  higher  "prices"  as  such;  the  other 
$5,248  would  pay  taxes,  both  direct  and  disguised. 

These  numbers  are  far  from  perfect.  But  as  a  rough-and- 
ready  guide  to  the  cost  of  living  comfortably  around  the 
country,  it  may  well  be  a  better  indicator  of  how  much— 
and  why— the  cost  of  living  varies  these  days.  ■ 


. .  After  certain  tax  components  are  deducted  from  the  prices  of  goods  and  services  they 
>uy,  prices  of  the  goods  and  services  themselves  are  not  that  much  different. 


otal 
rices 


Food 


Housing 


Transport 


Clothing 


Personal 
care 


Medical 


Fun  and 
education 


Dues  and 

life 
insurance 


,102 
>834 
>993 
L326 


K389 
4,363 
3,991 
3,717 


$5,429 
5,943 
4,476 
4,410 


$1,411 
1,607 
1,448 
1,280 


$1^77 
1,435 
1,405 
1,553 


$386 
385 
466 
409 


$725 
651 
830 
652 


$1,183 
1,128 
1,137 
1,120 


$1,302 
1,322 
1,240 
1,185 


A 

>795 

4,208 

4,586 

1,472 

1,239 

412 

717 

1,150 

1,191 

1  >702 

4,011 

4,477 

1,355 

1,303 

346 

855 

1,152 

1,203 

5 

347 

3,904 

4,067 

1,496 

1,319 

384 

894 

1,089 

1,194 

1 

^66 

3,967 

4,198 

1,575 

1,335 

393 

747 

1,142 

1,209 

,182 

3,997 

5,007 

1,279 

1,404 

404 

736 

1,137 

1,218 

^3 

3,766 

4,325 

1,390 

1,408 

435 

639 

1,201 

1,170 

325 
^12 

4,295 

4,017 

1,305 

1,435 

361 

619 

1,109 

1,184 

:l 

4,057 

4,119 

1,471 

1,381 

453 

643 

1,117 

1,171 

')\ 

,918 

i860 

3,832 

1,310 

1,591 

376 

662 

1,139 

1,148 

)i 

p114 

4,117 

3,997 

1,307 

1,353 

383 

604 

1,208 

1,145 

}i 

p812 

3,935 

4,241 

1,343 

1,260 

368 

612 

912 

1,141 

-•> 

A30 

3,903 

4,060 

1,309 

1,366 

342 

603 

1,114 

1,133 

3(] 

565 

3,963 

3,584 

1,321 

1,357 

409 

690 

1,116 

1,125 

j' 

,132 

4,004 

4,139 

1,359 

1,400 

403 

566 

1,123 

1,138 

53 

,006 

3,966 

3,794 

1,393 

1,376 

419 

790 

1,125 

1,143 

\l 

297 

3,615 

• 

3,774 

1,402 

1,153 

379 

805 

1,065 

1,104 

11 

320 

3,619 

4,033 

1,271 

1,415 

398 

581 

909 

1,098 

M8 

3,477 

4,358 

1,400 

1,226 

363 

743 

1,150 

1,131 

,071 

3,365 

4,075 

1,245 

1,311 

409 

638 

947 

1,081 

■'■ 

801 

3,579 

3,739 

1,328 

1,242 

372 

601 

873 

1,067 

ttmt:  Bureau  of  Labor  Statistics,  Bureau  of  the  Census,  Commerce  Department,  Internal   Revenue  Service,  The  Tax  Foundation,  FORBES  surveys  and  estimates. 


FORBES,  OCTOBER  1,  1976 


41 


^^ 


I  never  see  enough 
NewYorkr 


rj^Hp^      Here  I  go  again. 
■  W^m  m  New  York  on  business. 

Fun  City.  In  o  cob,  in 
on  office,  in  o  meeting. 
I  never  see  enough 
New  York.  But  I  f  inoiiy  figured  out 
how  to  stay  ahead  of  the  gome. 
I  stay  at  The  Biltmore. 
I  can't  think  of  anything  that  isn't 
a  walk  from  The  Biltmore. 

There's  more  New  York  on  the 
inside,  too.  The  lobby.  Under  the 
Clock.  The  people.  My  room. 
(They  don't  make  rooms  like  that 

anymore.) 
They  hove  a  great  check-out 

system,  too.  I  just  drop  the  room  key 

off  and  leave.  They  bill  me  later. 

I  can't  imagine  coming  all  this 
way  just  to  end  up  in  one  of  those 
forgettable  chain  hotels. 

New  York  is 
no  place  to  be 
nowhere. 

The  8iltmore 

43rd  &  Madison 

(800)  221-2690.  In  New  York  Store,  coll 

(800)  522-6449.  In  the  city  661-1717. 

Coll  your  corporate  trovel  office  or  trovel  ogent. 
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his  analysis  of  the  value  of  money: 
taxes,  and  income  taxes  in  particular. 
In  those  days,  taxes  weren't  signifi- 
cant. They  are  today.  But  most  econ- 
omists still  act  as  though  taxes  don't  . 
count.  They  still  think  in  dollar  cate- 
gories of  income  rather  than  in  geo- 
graphical categories  or  cost-of-living 
categories  or  tax-burden  categories. 
The  result  is  a  statistical  and  analytic 
apparatus  for  framing  poUcy  that  is 
curiously  unrelated  to  the  facts.  The 
Consumer  Price  Index  is  proudly 
touted  by  the  Bureau  of  Labor  Sta- 
tistics as  a  measure  of  "purchasing 
power,"  but  under  its  breath,  the 
BLS  allows  as  how  it  is  not  really  a 
cost-of-hving  index,  since  it  does  not 
include  federal,  state  and  local  in- 
come taxes,  social  security,  or  such 
staples  of  expenditure  as  life  insur- 
ance and  imion  dues.  When  these 
items  go  up,  they  do  so  invisibly— at 
least  in  the  official  statistics. 

Meanwhile,  the  real  cost-of-hving 
index— the  Family  Budget  series 
which  we  depend  on  for  our  table- 
languishes  in  the  back  rooms  at  the 
BLS,  all  but  ignored  by  the  policy- 
makers. The  BLS  makes  no  attempt 
to  call  it  to  their  attention,  and  when 
congressional  staflFer  Lucy  Falcone 
dusted  it  oflF  last  year,  updated  it  and 
released  it  to  the  press  with  the  ob- 
servation that  taxes  had  been  going 
up  faster  than  any  other  cost  of  liv- 
ing, she  reported  the  flak  this  way: 
"A  number  of  economists  in  the 
Washington  area  were  very  mad. 
They  said  taxes  toerent  a  cost  of  liv- 
ing. I  can  see  what  they  mean,  in  a 
way,  but  you've  got  to  pay  your  taxes 
to  hve,  don't  you?" 

The  Real  World 

Yes,  you  do.  Because  of  the  way 
economics  has  evolved,  virtually  any 
economist  worth  his  salt  will  tell  you 
that  taxes  are  not  part  of  the  cost  of 
living;  they  are  something  special, 
something  "out  there,"  something  not 
"exchanged,"  something  "exogenous," 
something  beyond  the  province  of 
economists.  They  are,  well,  taxes,  and 
they  can  be  jiggered  this  way  and 
that,  up  and  down  as  the  public  fi- 
nance specialists  determine,  without 
affecting  the  cost  of  living,  the  price 
structure,  growth  patterns,  or  any  of 
the  rest  of  the  material  that  does  be- 
long  to   the   province   of  economics. 

A  good  part  of  the  public  reacts 
uncomfortably  when  Jimmy  Carter 
speaks  of  soaking  the  relatively  well- 
to-do.  Whatever  the  economists  may 
say,  the  general  public  instinctively 
feels  that  raising  taxes  is  the  wrong 
way  to  go  about  ameliorating  our  so- 
cial ills.  In  this  the  general  public 
may  be  better  at  economics  than 
the  economists  are.  ■ 
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Where  can  you 
take  a  shopping  list 
like  this? 

Only  to  Tenneco. 


JENNECO 


® 


A  BASKETOF  FRUIT.  Our  agricultural  market- 
ing division  supplies  prennium  quality  Sun 
Giant®  fruits  and  vegetables,  almonds,  dates 
and  raisins  to  food  stores  across  the  country. 

AN  AIRCRAFT CARRiER.Our  Newport  News 
Shipbuilding  has  built  every  one  of  the  Navy's 
giant  nuclear-powered  aircraft  carriers.  We're 
also  building  large  commercial  ships 
designed  to  import  needed  energy  from 
around  the  world. 

A  MUFFLER  FOR  YOUR  CAR.  OuT  Walker 

exhaust  systems  are  installed  by  over  200,000 
service  stations  and  independent  garages 
nationwide.  Walker  systems  are  available  for 
over  97%  of  the  cars  on  U.S.  roads  today 

PACKAGES  AND  CORRUGATED  SHIPPING 

CONTAINERS.  Our  Packaging  Corporation  of 
America  provides  a  colorful  variety  of  pack- 
aging for  300  of  the  nation's  top  500 
companies.  PGA  is  a  leading  supplier  of 
corrugated  containers,  and  also  produces 
cartons,  molded  pulp  and  plastic  packaging. 


OIL  AND  NATURAL  GAS.  Tenneco  is  an  impor- 
tant supplier  of  energy  in  the  U.S.  You'll  find 
Tenneco  gasoline  stations  in  the  South  and 
Southeast.  And  our  natural  gas  pipeline  sys- 
tem, one  of  the  nation's  largest,  serves  utilities 
that  serve  families  in  25  states. 

CHEMICALS  TO  START  A  PLASTICS  FACTORY. 

If  you  want  to  make  phonograph  records, 
plastic  plumbing  pipe,  toys,  credit  cards, 
vinyl  flooring,  electrical  insulation,  and  many 
other  vinyl  products,  see  yourTenneco 
Ghemicals  salesman. 

ATRACTOR.Our  J  I  Gase  Gompany  including 
its  Davis  and  Drott  divisions,  makes  a  full 
line  of  construction  machinery  and  farm 
equipment,  from  garden  tractors  to  giant 
excavators. 

A  diversified  list,  and  unique.  But  every  item 
represents  a  carefully  considered  step  in 
Tenneco's  plan  to  serve  your  basic  needs  in 
better  ways.  For  more  information,  write  to 
Dept.  H  3,Tenneco  Inc.,  Houston,  Texas  77001 


Tenneco 


Deltona  In  Deep 


This  land  company  told  buyers  it  would  fill  their  swamps. 
But  the  Corps  of  Engineers  refused  to  permit 
that.  Now  the  company  itself  may  be  swamped. 


By  HAROLD  SENEKER 

Major  Charles  Weir  (Ret., 
USMC)  of  Falls  Church,  Va.  bought 
some  Florida  swampland  from  Del- 
tona Corp.  in  1972.  He  knew  it  was 
under  water,  but  he  felt  secure  any- 
way. He  had  the  company's  contract 
to  fill  it  in  and  develop  it  as  a  Gulf 
Coast  homesite  about  the  time  his  in- 
stallments were  due  to  be  paid  up 
(in  1980)  or  his  money  back. 

Now  Deltona  was  a  name  he  knew. 
It  had  seven  developments  abuilding 
all  over  Florida  (and  has  since  added 
another).  Its  pet  project,  Marco  Is- 
land, tucked  away  on  the  northwest- 
em  edge  of  the  Everglades,  was 
then  eight  years  old;  there  were  hun- 
dreds of  homes  already  up,  a  hotel,  a 
yacht  club,  palm  trees,  beaches. 

Unfortunately,  Major  Weir's  lot  will 
probably  never  be  developed.  Neither 
wiU  thousands  more  like  it  in  Del- 
tona's  paradise.  And  if  very  many  of 
the  disappointed  buyers  demand  their 
money  back,  it  is  very  likely  that 
Deltona  Corp.  will  be  as  deep-sixed 
by   1980   as   the   major's  real   estate. 

There  are  two  villains  that  put  Del- 
tona in  this  fix.  One  is  the  U.S.  Army 
Corps  of  Engineers.  The  other  is  Del- 
tona itself. 

First  the  Corps:  It's  in  the  picture 
because  Marco  Island  was  mostly 
marshland  in  a  navigable  waterway 
and  large  parts  of  it  still  are.  When- 


J^mMM^ 


ever  Deltona  must  fill  in  a  stretch  of 
swamp  to  deliver  lots,  it  must  get  a 
dredge-and-fiU  permit  from  the  Corps 
first.  The  permits  run  for  only  three 
years,  but  getting  them  used  to  be  a 
snap,  so  the  company  sold  Marco  land 
on  8/2-year  installment  plans  without 
a  qualm— even  when  permits  were  not 
in  hand.  This  used  to  be  less  risky 
than  it  looks:  The  buyer  does  not  get 
tide  until  he  has  completed  paying 
all  the  installments,  and  8/2  years 
seemed  plenty  of  time  to  get  the  nec- 
essary permits  and  do  the  develop- 
ment. Selling  land  that  was  not  yet 
available  used  to  be  standard  prac- 
tice in  Florida. 

But  the  practice  turned  out  to  be 
a  time  bomb  that  blew  up  in  Del- 
tona's  face  last  April.  The  Corps 
tiimed  down  the  company  on  permits 
covering  3,931  potential  Marco  Island 
lots  that  had  already  been  sold  for 
some  $59  million. 

And  there's  a  second  blast  in  Del- 
tona's  future.  Corps  headquarters  in 
Atlanta  says  that  when  Deltona 
eventually  applies  for  permits  over  on 
the  mainland  portion  of  the  develop- 
ment, Marco  Shores  (where  Major 
Weir's  lot  still  marinates),  it  will  al- 
most surely  be  turned  down  for  those, 
too.  The  stakes  on  the  Shores  are 
2,639  lots  sold  for  $56.1  million. 

The  Corps'  decision  looks  final.  The 
land  involved  is  mostly  mangrove 
swamp,    ecologically   very   sensitive— 


among  other  things,  valuable  breed- 
ing ground  for  fish  and  shrimp— and 
that  appears  to  settle  the  matter  as 
far  as  the  Corps  is  concerned.  The 
Corps  has  become  very  tenderhearted 
about  mangrove  swamps. 

Deltona's  problem  is  quite  simple: 
$115.1  million  worth  of  undeliverable 
lots  it  must  "deliver  or  your  money 
back"";  only  $55  million  of  stockhold- 
*  ers'  equity  to  pay  off  with;  and  near- 
ly $200  miUion  of  debt. 

Deltona  is  suing  the  Corps,  of 
course,  but  the  question  is:  Did  Del- 
tona sell  lots  when  it  already  had  very 
good  reason  to  fear  that  the  Corps 
might  stop  granting  pemnits? 

Frank  Mackle  Jr.,  president  of 
Deltona,  heatedly  denies  getting  any 
such  forewarning.  "We  believed  we 
had  an  agreement  with  the  Corps  to 
go  ahead  and  sell,"  he  insists.  "We 
didn't  think  it  was  a  risk." 

But  consider  the  record.  What 
Mackle  calls  an  "agreement"  stems 
from  a  dredge-and-fill  permit  his  com- 
pany first  asked  for  in  1967  for  a  part 
of  Marco  Island  dubbed  Roberts  Bay. 
It  was,  to  say  the  least,  a  very  strict 
"agreement."  In  the  old  days,  when 
the  word  "environmentalism"  drew 
blank  looks  or  sniggers  at  the  Corps, 
it  took  perhaps  two  months  to  grant 
approval;  Roberts  Bay  took  two  years 
to  get  past  the  Corps. 

When  approval  finally  came 
through,  in  December  1969,  the  de- 
cision came,  not  from  the  Corps'  Flori- 
da offices,  not  from  Atlanta  head- 
quarters for  the  Southeast,  not  even 

Converting  swamp  to  paradise  (be- 
low, left)  was  Deltona's  stock  in  trade 
and  its  salesmen's  biggest  promise. 
Buyers  of  the  Marco  Shores  lots  (be- 
low) bought  the  promises;  so  far 
they're  mostly  getting  swamped. 
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from  Washington,  but  from  the  Sec- 
retary of  the  Army  himself,  at  that 
time  Stanley  Resor.  The  matter  had 
been  so  controversial  it  had  been 
bucked  all  the  way  to  the  top  for  a 
final  decision. 

Resor  was  tough.  Deltona  could  fill 
Roberts  Bay,  Resor  dictated,  but  only 
if  the  company  performed  some  doz- 
en of  ecologically  oriented  services  as 
well.  They  read  like  a  shopping  list 
from  the  Sierra  Club:  conduct  eco- 
logical experiments,  use  special  clean- 
water  dredging  techniques,  protect 
the  resident  nesting  bald  eagles,  and 
on  and  on. 

In  the  midst  of  them,  Resor  also 
wrote:  "Permittee  understands  that 
all  permit  applications  are  indepen- 
dent of  each  other  and  that  the  grant- 
ing of  this  permit  does  not  necessarily 
mean  that  future  applications  . ,  .  will 
be  similarly  granted."  Fair  warning. 

Resor  also  required  that  Deltona 
not  sell  or  develop  unplatted  acreage 
(land  not  yet  officially  carved  into 
lots)  in  the  vicinity  of  the  project. 
Mackle  chose  to  interpret  this  as 
meaning  that  it  was  okay  to  sell  the 
platted  lots.  But  this  was  his  interpre- 
tation; the  Corps  had  not  made  any 
promises  about  permits. 

Ah,  Certainty 

On  that  justification,  according  to 
Mackle,  the  company  blithely  sold  up- 
wards of  3,000  platted  nonpermit  lots 
from  December  1969  until  mid- 1973, 
when  all  such  sales  ceased.  The  lots 
were  in  mangrove  swamps  ecological- 
ly at  least  as  sensitive  as  the  stuff 
in  Roberts  Bay. 

Mackle  confirms  he  was  so  sure  of 
his  inference,  in  fact,  that  he  didn't 
even  feel  it  was  necessary  to  tell  his 
buyers  about  the  permits— that  is,  un- 
less they  thought  to  ask. 

Weir  first  found  out  he  had  a  prob- 
lem with  his  share  of  the  swamps  in 
1974.  A  Forbes  article  {June  15, 
1974)  suggested  that  all  was  not  well 
with  the  latest  Florida  real  estate 
boom,  and  he  decided  to  check  on  his 
$22,000  investment  at  Marco  Shores. 

Local  Florida  real  estate  brokers  in- 
formed him  his  underwater  lot  was 
unmarketable.  A  check  with  the  files 
of  the  Office  of  Interstate  Land  Sales 
(a  part  of  HUD)  in  Washington 
showed  him  why:  No  permit  had  yet 
been  granted  to  develop  it.  Weir  com- 
plained and  got  his  money  back. 

If  any  great  percentage  of  the  dis- 
appointed swamp  owners  follow 
Weir's  example,  Deltona  will  be  in  big 
trouble.  "It's  hke  a  run  on  the  bank," 
admits  Mackle.  "If  everyone  wants 
money  at  once,  it's  not  there."  Even 
without  that  $115-million  headache, 
the  company  is  in  a  tight  cash  bind. 

Some  of  the  bind  is  visible  on  the 
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income  statement.  Deltona's  revenues 
were  down  to  $91.7  million  last  year 
from  the  1973  peak  of  $138.5  mil- 
hon,  because  of  the  bust  that  fol- 
lowed that  Florida  real  estate  boom. 
The  company  lost  money  in  1974  and 
1975,  and  is  still  modestly  in  the  red. 
(Mackle  hopes  to  cross  the  break- 
even point  in  1977. ) 

But  it's  the  flow-of-funds  statement 
that  carries  the  real,  long-term  mes- 
sage. Two-thirds  of  Deltona's  inflow 
of  actual  cash,  which  ran  about  $75 
million  last  year,  still  comes  from  land 
sales  operations.  Nearly  all  of  that  is 
from  payments  on  outstanding  in- 
stallment contracts.  That  inflow  is 
dropping  because  new  contracts  are 
not  coming  on  the  books  fast  enough 
to  replace  the  old  ones  that  are  ma- 
turing and  going  off.  Nor  are  they 
likely   to   in    the   foreseeable   future. 

The  rest  of  Deltona's  business— 
which  consists  of  building  single- 
family  homes  (653  last  year),  nm- 
ning  a  lumber  operation  and  owning 
several  small  side  businesses— will  be 
hard  put  to  take  up  the  slack. 

Deltona  has  already  chopped  cash 
expenses  to  the  bone;  it  will  be  hard 
to  make  substantial  new  savings  that 
way.  Cash  flow  from  operations  was 
positive  last  year— very  shghtly— for 
virtually  the  first  time  in  the  compa- 
ny's history.  But  that  was  only  be- 
cause of  a  brutal  cutback  in  develop- 
ment activity. 

With  all  that,  Deltona  still  had  to 
add  $7.25  million  in  fresh  bank  loans 
to  stay  liquid  last  year.  Now  Del- 
tona has  borrowed  nearly  to  the  hilt 
from  its  banks:  "We  have  $1.25  mil- 
lion to  draw  on  our  loan  agreements," 
says  Mackle— on  credit  lines  of  about 
$110niillion. 

As  against  all  of  this  debt,  most  of 
Deltona's  assets  are  in  land,  some  of 
it  raw  and  some  of  it  apparently  per- 
manently unsalable. 

Mackle  is  trying  hard  to  find  new 
sources  of  cash— taking  on  property 
management  contracts,  selling  prefab 
building  components  in  the  Middle 
East,  even  building  up  a  local  radio 
station  (Forbes,  Sept.  15).  And  he 
has  high  hopes,  he  says,  for  his  law- 
suit against  the  Corps. 

But  his  real  hope  is  persuading 
his  Marco  swamp  owners  to  swap 
their  mangroves  for  dry  land  on  Mar- 
co Island  or  in  Deltona's  seven  other 
developments  around  Florida  instead 
of  demanding  their  money  back.  Del- 
tona has  plenty  of  land.  Whether  the 
Marco  Shores  buyers  will  indeed  ac- 
cept the  exchange  remains  to  be  seen. 
If  they  don't,  the  company  is  in  deep 
trouble.  Little  wonder  that  its  stock, 
which  sold  in  the  40s  only  a  few  years 
back,  now  goes  for  $4  a  share,  a 
fraction  of  book  value.  ■ 
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WHEN  YOU  BUILD 
AN  M&S  CLOCK  . . . 


Is  the  DIFFERENCE! 


NEW  32-PACE  COLOR 
CATALOG  shows  19 
authentic  antique 
replica  floor,  wall  & 
mantel  clocks  plus  the 
fine  woods  &  imported 
movements  needed 
to  build  them.  SEND  $1 
for  catalog  &  1  of  the 
following  plans  to 
build:  Grandfather  D 
Grandmother  D 
School  D  or  Steeple  D 
clock.  SEND  $3.50  for 
catalog  &  all  4  plans. 
CATALOG  ALONE  50« 
Write  today! 
MASON  &  SULLIVAN 
COMPANY 

Dept.  FBI 06, 
Osterville,  Ma.  02655 
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How  to  tell 

a  Mercedes-Benz  450SEL 

from  all  the  rest. 


^^t^ 


CONTEMPORARY  VERSION  OF  CLASSIC  TOURING  CAR 
TRIM    EXTERIOR  SIZE,  UNUSUALLY  GENEROUS 
INTERIOR  ROOM.  A  LIMITED  EDITION  AUTOMOBILE. 


59.9" 

,  75.6"  =. 

UNIQUE  ENGINE  :  8  CYLI N DER3, 
V-TfPE.OVERHEAD  CAMSHAFT.    ^ 
BREAKERLESS  TRANSISTORIZED 
IGNITION.  C.I.S.   MECHANICALLY- 
OPERATED  FUEL  INJECTION.  - 
ELECTRIC  FUEL  PUMP 

FORGED  STEEL  CRANKSHAFT.    

SODIUM  FILLED  EXHAUST  VALVES. 
LIGHT    ALLOY  CYLINDER  HEAD. 


CONTROL  PANEL. 


ADJUSTABLE 
AIR  VENTS. 

•  ALH'OMATIC     ,:^, 
CLIMATE  CONTROL. 

•  AM/FM  STEREO 
RADIO  VViTVi  ADJUSTABLE 
ELECTRIC   ANTENNA. 

•  ELECTRICALLY  OPERATED 
WINDOWS. 


3-SPEED 

AUTOMATIC 

TRANSMISSION 

WITH  TORQUE 

CONVERTER, 

FULL  INSTRUMENTATION 

PLUS 

TACHOMETER. 

CRUISE  a 

CONTROL.  \ 


•^^» 
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POWER  STEERING:  RECIRCULATING 


h        BALL-TYPE.  TURNING  CIRCLE  ••  3q'. 
/         TELESCOPIC    STEERING  COLUMN. 
^     ADDITIONAL  SHOCK  ^^^^^ 

%     ABSORBER  ..if^     ' 

-^'DAMPENS  ROAD  ^   cf^J^^Y  COLLAPSIBLE  EXTREMITIES, 

VIBRATIONS.      y/S^^^'^A^er"        ^  RlGrlD   PASSENGER  S  HELL. 

STEERING  GEAR    ^*L,  .Vi>^  "^ 


CASE . LOCATED 
BEHIND  FRONT  AXLE 
—       FOR  SAFETY. 


SAFETY  bumpers: 
RUBBER  PROTECTED  WITH 
HYDRAULIC  REGENEFJATIVE 
SHOCK  ABSORBERS. 


GAS. tank:  MOUNTED  OVER 
REAR    AXLE, 4-5  INCHES   IN 
FROM   REAR   BUMPER   AND 

SURROUNDED   BY 

\ STEEL 
.    BULKHEADS 


>--- 


209.4" 


'^^-Cs 
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POWER    brakes:    4-WREEL  DISCSCA^.- 
FRONT  DISCS  VENTILATED.   - — 


Mdpb 


FRONT  suspension:  x 


FULLY   INDEPENDENT.     ^ 
PROGRESSIVE.  ANTI-DlVE 
CONTROL,  ZERO -OFFSET 
STEERING.  ALL  JOINTS 
LUBRICATED    FOR  LIFE. 
&AS  PRESSURIZED   SHOCK 
ABSORBERS,    i  ^  ^ 


FURTHER  COOLED  BY ' 
\TURBOB LADES   i     " 
^^^(8).  AUXILIARY  DRUM 
^ /--^^BRAKES  ON  REAR 
^^^JV^^WHEELS.  DUAL 

rA^^x     HYDRAULIC 

"^"^^        'i  SYS TE  M  FOR 
^SAFETY. 


CENTRAL  LOCKING  SYSTEM:       "    ' 


LOCKS  ALL  DOORS,  TRUNK.GAS 
Fll_LER    PORT  IN  ONE  MOTION. 
PATENTED  TAPERED  CONE  DOOR 
LOCKS  WITHSTAND   OVER  6000LB. 
LOAD. 


'^•mm:''^. 


INTERIOR: 


4-  DIFFERENT  SOUND- 
ABSORBING  MATERIALS.  Q 
PADDED  AND  FINISHED  / 

FOR  SAFETY  AS  WELL  >^ 

AS   SUMPTUOUSNESS.  i  ' 

ANATOMICALLY  1 

DESIGNED   SEATS 
UPHOLSTERED  IN 
LEATHER. 


TRUNK  SPACE: 
18.2  CUBIC  FEET. 


REAR    SUSPENSION:  FULLY   INDEPENDENT. 


DIAGONAL    PIVOT    SWING  AXLE.  ANTI-LIFT 

,^_^:;^:j^CONTROL  .  GAS  PRESSURIZED 
/J^^^%^^       SHOCK  ABSORBERS. 


S^^^lrt: 


HOOD  ORNAMENTSINCE  1886, 


>.       SYMBOL  OF 


\     AUTOMOBILES 


l\    ENGINEERED 


"   ^^^    ///  LIKE  NO  OTHER 


'im 


INDEPENDENT  VERTICAL 
WHEEL   action: 
— ^^^       EACH  WHEEL 
^\     STAYS    MATED 
^   TO    ROAD 
Ml     SURFACE. 


^  CARS  IN  THE 


WORLD.       ._._.. 


450  SELTOURING  SEDAN 


SEATING:  5  . 
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Tom  Murphy's  Pleasant  Cash  Problem 


The  Capital  Cities  money  machine  is  coining 

so  much  money  these  days  that  its  canny  boss  Tom 

Murphy  is  hard  put  to  know  what  to  do  with  it. 


"In  bad  times,"  Tom  Murphy  says, 
"usually  two  out  of  every  three  ac- 
quisitions are  bad.  In  good  times, 
there  are  so  many  people  with  excess 
cash  that  it's  three  out  of  four." 

Thomas  S.  Murphy  is  the  lank,  51- 
year-old  boss  of  New  York's  acquisi- 
tive Capital  Cities  Communications, 
Inc.  "What  you  have  to  do  is  be 
patient,"  he  says,  "and  that's  not  nec- 
essarily easy  for  a  fellow  like  me.  But 
I  think  I  get  paid  [$260,000  a  year] 
not  just  to  make  deals  but  to  make 
good  deals." 

So  far.  Murphy  has  been  patient 
but  not  inactive.  Over  the  past  de- 
cade or  so,  he  and  his  colleagues  have 
made  15  to  20  acquisitions  and  in  the 
process  built  Capital  Cities  into  one 
of  the  biggest  and  most  profitable 
companies  in  the  business.  Last  year 
it  earned  over  $25  million  on  nearly 
$175  million  in  revenues,  for  a  not  in- 
considerable 15%  return  on  its  stock- 
holders' equity.  That  return  is  not  as 
good  as  CBS'  20%,  but  compares  fa- 
vorably with  roughly  12%  for  compa- 
nies like  Time  or  the  Times  Mirror 
Co.,  10%  for  Metromedia  and  5%  for 
American  Broadcasting  Cos. 

With  the  backing  of  a  group  of 
private  investors.  Capital  Cities  got 
started  in  the  mid-Fifties  with  the  ac- 
quisition of  a  near-bankrupt  television 
outlet  in  Albany,  N.Y.  After  nearly 
going  bankrupt  twice.  Capital  Cities 
proceeded  to  acquire  some  14  other 
radio  and  television  stations  through- 
out the  U.S.-from  WPAT  AM-FM 
in  New  Jersey  to  KTRK-TV  in  Hous- 
ton and  KFSN-TV  in  Fresno,  Calif. 
Once  it  learned  how.  Capital  Cities 
launched  a  series  of  earnings  increases 
that  have  not  faltered  once  in  20 
years.  A  $10,000  investment  in  the 
original  company  is  now  worth  $1.2 
million  on  the  New  York  Stock  Ex- 
change. "For  a  long  time,"  says  Mur- 
phy, a  Harvard  MBA  and  onetime 
marketing  executive  who  has  run 
Capital  Cities  from  the  very  begin- 
ning, "most  people  didn't  realize  the 
kind  of  margins  you  could  enjoy  in 
broadcasting,  and  still  run  a  quality 
station.  But  they  do  now." 

By  the  mid-Sixties,  Capital  was 
running  up  against  the  ownership  lim- 
itations imposed  by  the  Federal  Com- 
munications Commission— seven  AM 
stations,  seven  FM  stations,  seven 
television  stations,  including  no  more 
than  five  VHF.  And  .so,  to  sustain  its 


growth.  Murphy  decided  Capital  Cit- 
ies ought  to  move  into  what  looked 
like  the  next  best  thing— the  newspa-i 
per  business.  But  not  just  any  news- 
paper. He  chose  exclusive  franchise 
newspapers— that  is,  those  that  domi- 
nate, if  not  monopolize,  the  area  they 
serve.  "It  was  very  diflBcult  to  get  peo- 
ple in  the  publishing  business  to  sell 
to  us,"  Murphy  says.  "We  were  in  the 
broadcasting  business,  and  all  things 
being  equal,  they  would  sell  to  an- 
other newspaper  operator  rather  than 
somebody  in  broadcasting." 

So  Murphy  started  out  by  acquir- 
ing the  Fairchild  group  of  trade  news- 
papers (Women's  Wear  Daily,  Home 
Furnishings  Daily,  Daily  News  Rec- 
ord) and  gradually  was  able  to  pick 
up  the  franchise  papers  he  wanted— 
in  Pontiac,  Mich.,  Belleville,  111.  and 
Fort  Worth,  Tex.  To  Murphy,  the  di- 
versification seems  logical  enough. 
"The  only  businesses  we're  in  are  ad- 
vertising support  businesses,  and  the 
talents  you  have  in  radio  and  tele- 
vision, to  a  degree  at  least,  are  trans- 
ferable to  publishing  and  vice  versa. 
We  have  moved  people  out  of  pub- 
lishing and  into  broadcasting  and  vice 
versa  with  considerable  success."  Ra- 
dio and  TV  are  still  the  backbone  of 
Capital  Cities-70%  of  profits  on  50% 
of  revenues— but  the  newspapers  help 
reduce  the  company's  dependence  on 
regulated  industries. 

Though  Capital  has  been  built 
mostly  through  acquisitions,  a  good 
portion  of  its  growth  has  come  from 
its  ability  to  make  a  good  property 
even  better.  By  closing  down  Fair- 
child's  high-cost  printing  operations, 
for  example,  and  subcontracting  the 
business  elsewhere.  Capital  has  been 
able  to  triple  Fairchild's  margins,  and 
by  replacing  WPAT's  sluggish  sales 
staff,  it  accelerated  the  growth  in  its 
advertising  revenue  markedly.  It  has 
not  hesitated  to  start  new  ventures 
either.  Four  years  ago,  it  launched 
W,  a  slick  fashion  magazine,  and  this 
year  it's  cranking  up  a  new  trade  pa- 
per. Energy  User  News,  that  Murphy 
sees  filling  a  gap  in  the  market. 

The  current  year  is  shaping  up  very 
well  for  Capital  Cities.  "Once  you  get 
beyond  the  break-even  point,"  Mur- 
phy says,  "any  fixed-cost  business  like 
ours  is  a  very  good  business  to  be  in. 
When  you  increase  your  audience  or 
your  circulation,  you  can  charge  more 
for   your   advertising,    but    you    don't 


"Adding,  substracting,  and  having 
common  sense— that's  all  business  is," 
says  Capital  Cities'  boss  Tom  Murphy. 

need  more  people  to  put  out  the  pub- 
lication or  more  people  to  put  the 
program  together.  In  a  fixed-cost  busi- 
ness, on  a  20%  sales  increase,  you  can 
easily  get  a  35%  profit  increase." 

That's  the  kind  of  gain  Capital  Cit- 
ies has  been  making  this  year  as  the 
economy  has  emerged  from  the  re- 
cession. "Advertising  by  and  large  is 
a  royalty  on  the  gross  national  prod- 
uct," Murphy  says,  "and  television 
has  been  outperforming  all  the  other 
major  aspects  of  advertising."  First- 
half  earnings  were  up  a  good  44%  on 
a  mere  20%  gain  in  sales,  and  Murphy 
doesn't  dispute  estimates  that  Capi- 
tal Cities  will  earn  upwards  of  $35 
million  this  year  (vs.  $25  million  last 
year)  on  $200  million  in  sales. 

Any  problems?  Sure.  What's  Mur- 
phy going  to  do  with  all  that  cash 
that's  rolling  in?  By  year-end,  in  fact. 
Murphy  expects  his  cash  will  equal 
Capital  Cities'  $59  million  in  long- 
term  debt— and  that  means  Murphy 
feels  himself  under  increasing  pres- 
sure to  reinvest.  Capital  Cities  could, 
of  course,  pay  out  more  of  its  earn- 
ings in  dividends.  Last  year,  in  fact, 
it   made   its   fir.«.l   annual    payment   of 
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ALDTOFPEOPLf 
IM  ABOUT 
ALUrOFCOPER. 


"We  had  quite 
a  time  convinc- 
ing our  eastern 
office  that  the  PBC®copy  I  sent 
them  was  not  the  original'.' 

Barbara  Hollinger,  American 
Totalisator  Co. ,  Inc. ,  Arcadia.  Cat 

"We're  really 
happy  with  the 
great  copies 
we've  been 
getting  from 
the  PBC.  We've 
had  no 

maintenance  problems,  and  your 
service  has  been  excellent'.' 

Barry  E  Rohrbacli,  Senior  Vice 
President,  Wyomissing  New  Home 
Federal  Savings.  Reading,  Pa. 


"The  quality  of 
the  copies  and 
the  cost  advan- 
tages are  the 
two  big  things 
that  made  me 
switch    to   the  ^  i 

PBC.  The  first  two  months  we  had 
the  PBC,  I  saved  $1600  over  what 
we  had  been  spending  for  our  old 
copier." 

Buddy  Martin,  Management  Consultant. 
Marcon  Industries,  Fort  Worth,  Texas 


"The  PBC  office  copier  we  have  just 
installed  in  our  office  works 
exceptionally  well.  I  am  especially 
pleased  with  the  quality  of  the  copy. 
Fortunately  for  us  you  persisted  in  your 
efforts  to  inform  us  and  to  help  us.  I 
make  my  living  keeping  promises  to  my 
clients,  and  I  respect  immensely  people 
like  yourself  and  companies  like  Pitney 
Bowes  who  also  are  sincerely 

committed  to  keep- 
ing their  promises'.' 

William  Ace  Remas. 
President.  Cuniform.  Inc  . 
San  Mateo.  Calif 


"We  replaced 
one  high-volume 
plain  paper 
copier  with  two 
Pitney  Bowes 
PBC  Copiers.  They  do  the  job  for 
less  than  half  the  monthly  cost'.' 

Fred  Schoenfeldt,  Div.  of  Admin. 
Svces. .  Mercury  Marine,  Fond  du 
Lac.  Wise. 


"Our  PBC  Copier 
performs  excellently. 
Crisp,  clean  copies 
every  time,  at  a 
much  lower  cost 
than  our  other  one'.' 

Joseph  J.  Caiati,  Controller, 
Oxford  Pendaflex,  Garden  City  N.Y. 


"...and  our  copy 

costs  have  gone 

down     consid-        *  m^  . 

erably,  too.  It's  .-  --.A^BtA 

refreshing  in  today's  business 

world  to  come  across  a  product  that 

does  everything  it's  supposed  to  do'.' 

Robt.  E.  Lee.  President,  Robt.  E.  Lee 
Associates,  Consulting  Engineers,  Green 
Bay  Wise. 


For  full  infornr.ation  on  why  a 
lot  of  people  are  switching  to 
the  Pitney  Bowes  PBC  Plain 
Bond  Copier,  write  us: 
Pitney  Bowes,  1779 Crosby 
Street,  Stamford,  Conn., 
06904,  or  call  one  of  our 
1 90  offices  throughout  the 
U.S.  and  Canada. 


ap  Pitney  Bowes 


Because  business  travels 
at  the  speed  of  paper. 


20  cents  a  share.  It  could  reduce  its 
not  inconsiderable  outstanding  debt. 
But  that,  Murphy  argues,  wouldn't 
be  putting  its  funds  to  their  most  ef- 
fective use.  "Always,"  he  says,  "we've 
plowed  back  the  money  we've  made, 
taken  the  assets  once  we've  paid  them 
off  and  leveraged  them  again  to  buy 
other  assets.  Except  for  Fairchild, 
every  major  deal  we've  made  has 
been   for   cash   or   installment   cash." 


Murphy  knows  exactly  what  he 
wants  to  buy:  another  television  sta- 
tion in  a  major  market  Uke  Chicago 
or  Boston  (the  last  one  he's  legally 
permitted  to  buy)  and  some  more  ex- 
clusive franchise  newspapers.  But  so 
does  everybody  else.  So  far  this  year 
Murphy  has  gone  after  the  Boothe 
newspaper  chain  and  two  Southern 
newspapers  and  has  been  outbid  both 
times.  "There  are  a  lot  of  Indians  ciif- 


cling  the  wagon  train  these  days— and 
all  the  Indians  have  a  lot  of  money. 
The  bidding  is  so  high  we  may  have 
to  go  into  another  allied  business— na- 
tional or  specialty  magazines,  cable 
television,  television  production."  But 
he's  going  to  try  hard  to  remember 
this  rule:  better  to  have  too  much 
cash  than  an  overpriced  or  overrated 
acquisition.  Meanwhile,  he's  buying 
irf  300,000  Capital  Cities  shares.   ■ 


From  Cripple  Creek  To  Capital  Cities 


Lowell  Thomas  may  not  have  been 
the  father  of  Capital  Cities  Communi- 
cations, but  he  surely  ranks  as  its 
godfather.  Raised  in  Colorado's  Crip- 
ple Creek  gold  camp,  Thomas  made 
a  worldwide  reputation  for  himself  in 
the  Twenties,  Thirties  and  Forties  as 
a  world  traveler,  lecturer,  newscaster 
and  documentary  filmmaker.  In  the 
Twenties,  he  introduced  Lawrence  of 
Arabia  and  Count  Felix  von  Luckner 
to  the  adventure  mythology  of  the 
West.  In  the  Thirties,  he  helped  de- 
velop the  movie  newsreel  as  the  voice 
of  Fox  Movietone  News  and  made 
Sunoco  gasoline  a  household  word 
with  his  evening  broadcast  of  news 
and  comment.  The  virile  elan  of  that 
voice,  its  enthusiasm  and  unending 
sense  of  wonder,  inspired  generations 
of  admiring  Americans  to  the  ad- 
venture that  waited  outside,  there  in 
the  great  world,  just  beyond  the 
horizon. 

But  however  much  money  he 
made,  Thomas  never  managed  to  keep 
much  of  it  for  himself,  and  so  in  the 
late  Forties  he  began  looking  for  a 
business  manager  and  wound  up  with 
a  onetime  radio  sales  manager  and 
producer  named  Frank  Smith.  The 
two  made  a  perfect  team.  Thomas  in- 
troduced Smith  to  all  the  right  peo- 
ple, and  by  the  time  he  died  in  1966 
Smith  had  made  lots  of  money  for 
Thomas.    In   the   early   Fifties,   Smith 


had  put  together  Cinerama,  the  wide- 
screen  three-dimensional  film  compa- 
ny, with  the  backing  of  Thomas  and 
a  dozen  or  more  other  well-heeled  in- 
vestors, and  when  that  faded  he 
moved  on  into  the  then  infant  tele- 
vision broadcasting  business  with  the 
creation  of  what  eventually  became 
Capital  Cities  Communications. 

Smith  ran  the  new  company,  Tom 
Murphy,  its  present  chairman,  han- 
dled   the    broadcast    operations,    and 


Living  Legend.  At  84,  the  flesh  fades, 
but  the  Lowell  Thomas  gusto  remains. 


Thomas  and  the  other  Cinerama  in- 
vestors put  up  the  money.  Thomas 
gave  it  all  the  moral  support  he  could. 
And  in  the  early  days  it  needed  plen- 
ty. "When  you're  a  small  company 
starting  out,"  Tom  Murphy  says,  "one 
of  the  greatest  things  that  can  happen 
to  you  is  to  be  able  to  say,  'Well,  our 
major  stockholder  is  Lowell  Thomas.' 
Most  people  you're  buying  things 
from  would  be  very  famUiar  with 
Lowell  and  what  a  great  man  he  is. 
So  he  has  helped  us  in  that  way- 
making  speeches,  doing  whatever  we 
ask— but  he's  never  been  involved  in 
management,  making  deals,  things 
like  that." 

Thomas  stiH  keeps  an  ofiBce  in  Capi- 
tal Cities'  elegant  headquarters  in 
New  York's  landmark  Villard  houses 
and  did  his  evening  newscast  from 
the  fourth  floor  until  he  retired  from 
broadcasting  last  April  after  46  years. 
Now  84,  Thomas  is  still  active.  He 
has  just  finished  the  first  volume  of 
his  autobiography.  Good  Evening 
Everybody,  with  a  second,  So  Long 
Until  Tomorrow,  due  next  year.  He 
still  goes  on  speaking  tours  and  broad- 
casts over  PBS  channels  regularly.  A 
millionaire  many  times  over,  Thomas 
still  owns  nearly  170,000  Capital 
Cities  shares,  worth  over  $8.5  million 
at  last  count.  Not  bad,  considering 
the  company's  original  seed  money 
came  to  less  than  $1  million. 


With  Lawrence  of  Arabia,  during  World  War  I. 


With  some  New  Guinea  tribesmen,  in  the  lale  Fifties. 
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Making  television  better  and 

RCA  ColorTrak.  A  television  system  that  controls  picture  color  auto- 
matically, from  scene  to  scene,  channel  to  channel. 

A  set  that  increases  or  decreases  picture  bnghtness  all  by  itself  as 
room  light  changes. 

ColorTrak  results  from  bhnging  together  diverse  skills  and 
experience  in  RCA.  Scientists  and  engineers  from  the  David  Sarnoff 
Research  Center  joined  our  divisional  engineering  and  production 
specialists  in  an  effort  to  produce  the  best  TV  picture  we've  ever  offered. 

After  only  two  years,  RCA  ColorTrak  was  born.  Along  with  the 
system's  automatic  color  control  came  the  added  benefits  of  greater 
cost  effectiveness  in  production  and  a  significant  reduction  in 
development  time.  Plus  a  highly  favorable  reception  in  the  marketplace. 

The  Control  Center  turns  the  TV  on  and  off,  changes  channels,  adjusts  volume,  color  and 
tint,  even  activates  time-and-channel  number  display 
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Is  this  the  law 
we  have  to  live  by? 


OMn  Corporation,  Stamford,  Conn. 


%•  Survival  of  the  fittest  is  a  harsh  law  indeed,  especially  if  we're 
among  the  less  fit.  Mother  Nature  is  certainly  beautiful,  but  she's 
not  always  kind. 

At  Olin  we  make  it  our  business  to  help  Nature  where  help  is 
needed.  For  example,  in  today's  world  where  there  are  more  people 
and  less  land  under  cultivation,  our  fertilizers  help  gi\  e  the  good 
earth  an  extra  push.  OUn  also  makes  fungicides  that  play  an  impor- 
tant role  in  helping  prevent  major  crop  failures.  Our  chemicgJs  are 
used  in  manufacturing  medicines  that  cure  disease.  We're  recognized 
leaders  in  water  treatment  that  helps  prevent  the  spread  of  disease. 
We're  active  in  wildlife  management  and  conservation. 

Emerson  once  wrote,  'Nature  has  made  up  her  mind  that  what 
cannot  defend  itself  shall  not  be  defended'.  But  modem  science  and 
technology  are  helping  to  make  Nature  more  compassionate  than 
Emerson  ever  dreamed,  tt^ 

says 


lin 


Plain  And  Fancy 


American  wives  are  going  back  to  work.  Perhaps  their 
champion  is  Pearl  Bedell,  who  has  found  a  way  to  make 
pots  of  money  on  their  aspirations. 


"I've  never  gotten  over  the  thrill  of 
being  married  to  an  allergist,"  says 
Pearl  Bedell,  a  53-year-old,  Brooklyn- 
bred  Long  Island  housewife.  But 
somehow,  it  wasn't  enough.  "I  was 
happy  staying  home.  Really  happy. 
Everything  was  wonderful  until  one 
day  I  woke  up,  turned  to  my  husband 
and  said,  'Harold,  I'm  going  back  to 
work.' "  Harold  jolted  awake.  "Thank 
God,"  he  thought.  To  her  he  said: 
"That's  wonderful.  I've  been  waiting 
for  12  years  for  you  to  say  that." 

'"Women's"  work  vs.  "men's"  work: 
Ned  and  Willy  are  out  of  the  house, 
back  to  school  in  Wayne,  Pa.,  and 
their  mother,  Peggy  King,  is  trying  to 
establish  a  career.  She  thought  at  first 
it  might  be  commercial  photography; 
it  turns  out  to  be  teaching.  Paula 
Sprotte  apprenticed  herself  to  the 
Hotel  Dupont  when  her  husband 
worked  in  Wilmington,  Del.  Now  she 
is  sous  chef  (second  in  command) 
at  the  best  country  club  in  Char- 
lotte, N.C. 

Pearl  Bedell  had  been  a  hotshot  in 
business  before  she  married  in  1949, 


earning  $10,000  a  year  when  $3,000 
was  steep  wealth  for  a  woman.  But 
a  dozen  years  later,  her  old  agency 
sniffed:  How  old  are  you?  She  lied. 
"The  women  who  work  in  employ- 
ment agencies  are  ogres.  I  sat  on  more 
benches  than  I  have  hairs  on  my 
head.  Humiliated."  A  string  of  nickel- 
and-dime  jobs— assistant  buyer,  as- 
sistant merchandiser— didn't  pan  out. 
She  went  home  to  Harold  and  the 
golf  course. 

According  to  a  recent  study  by  the 
Conference  Board,  the  vast  majority 
of  working  women  will  still  be  doing 
traditionally  "female"  low-paying 
work  ten  years  from  now.  The  "gap 
between  women's  career  aspirations 
and  reality  in  the  labor  markets"  will 
continue  to  exist,  according  to  Leon- 
ard A.  Lecht,  who  is  the  author  of 
the  report. 

Restless,  Pearl  Bedell  phoned  her 
nephew,  Bernie  Siegel,  an  up-and- 
coming  carpet  distributor.  Could  she 
work  at  his  showroom— without  sala- 
ry? Of  course.  It  turned  out  that  she 
had   a   good   eye   for   carpet   designs 


that  sold.  Pretty  soon  she  took  on 
promotion  work  for  the  John  Crossley 
mills,  Britain's  largest  rug  maker. 
Suddenly  she  was  a  semi-big  shot 
again,  with  a  burgeoning  clientele  of 
young  designers.  "They  started  bring- 
ing me  their  designs;  I  would  tell 
them  who  to  try  to  sell  them  to." 
In  1970  Bedell  decided  to  try  selling 
her  advice. 

<  Success  and  failure:  Susan  Gates, 
Peggy  Weymouth  and  Abby  Hershey 
set  up  a  tiny  needlepoint  shop 
called  "Creative  Critters"  in  Green- 
ville, Del.  Flushed  with  success,  they 
are  maneuvering  to  get  their  designs 
included  in  the  Horchow  Collection, 
and  trying  to  peddle  the  outline  of  a 
book.  Sue  Nessel  and  Shiela  DeCola 
went  into  the  clothing  business  a  few 
years  back.  They  set  up  in  a  very 
large  apartment,  hired  several  seam- 
stresses and  manufactured  denim-de- 
sign clothes.  At  its  zenith,  "Under  the 
Name  of  Sanders"  was  wholesaling 
to  44  stores  in  22  states.  But  it  never 
made  a  penny.  "We  just  didn't  know 
how  to  cost  things,"  says  a  chastened 
Nessel,  who  is  currently  employed  as 
a  history  teacher. 

"Harold,  I'm  going  to  be  a  design- 
er's business  agent,"  said  Pearl.  "O.K.," 
said  Harold:  He  loaned  her  enough  to 
open  an  office,  hire  a  lawyer,  ac- 
countant, a  part-time  secretary.  That 
part  was  easy.  But,  "nobody  had 
ever  been  a  designer's  business  agent 
before.  The  first  year,  I  didn't  sleep. 
I  was  up  every  night  wondering.  I 
didn't  know  how  to  go  about  it."  But 
Bedell  had  a  hunch.  Her  first  client 
was  socialite  Gloria  Vanderbilt,  who 
had  been  a  discontented  design  di- 
rector in  the  back  rooms  at  Riegel 
Textile   Corp.    when    she   met   Pearl. 

Between  1900  and  1910-a  period 
of  stiff  inflation  in  the  U.S.-the  pro- 
portion of  working  wives  almost  dou- 
bled, from  about  5%  of  all  wives  to 
over  10%.  Last  year,  nearly  half  of 
all  U.S.  wives  were  working,  up  from 
24%  in  1950.  What  has  changed?  Life 
expectancy,  birth  control,  household 
efficiency,  the  cost  of  living  in  a  cer- 
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tain  fashion  and,  of  course,  the  self- 
image  of  women.  What  has  stayed  the 
same?  Women  still  enjoy  their  great- 
est successes  in  shops,  the  needle 
trades,  cottage  industries  and  operat- 
ing primary  schools— exactly  as  they 
did  in  colonial  America.  These  busi- 
nesses have  boomed,  more  than  op- 
portunity in  general. 

Taste  For  Money 

"My  first  year  I  made  $600,  my 
second  year  about  $35,000.  After  that, 
I  don't  talk."  Pearl  Bedell  made  some- 
thing like  $300,000  last  year.  Gloria 
Vanderbilt  earned  maybe  $500,000. 
All  told,  Bedell's  clients— who  also 
include  Lee  Radziwill  and  the  Design 
Works  of  Bedford-Stuyvesant  (part 
of  a  neighborhood  restoration  project, 
a  former  Robert  Kennedy  charity)  — 
did  about  $50  million  worth  of  busi- 
ness at  retail  last  year.  Selling  what? 
Tone.  Taste.  Good  looks  in  things 
like  bed  sheets,  towels,  table  linens, 
wallpaper,  china. 

Bedell  took  her  clients  from  the  ob- 
scure world  of  interior  design  and 
promoted  them  in  the  high-priced, 
high-margin  housewares  market.  "I 
am  a  merchandiser,"  she  says.  "I  mer- 
chandise my  people.  I  placed  Gloria 
with  Sigma  Marketing  Systems,  where 
she  does  glassware  and  china— an 
overnight  sensation."  Bedell  has  a 
rare  knack  for  getting  to  the  top.  She 
once  phoned  the  head  housewares 
man  at  Marshall  Field  in  Chicago 
with  a  short  spiel.  Ten  minutes  later 
his  lieutenant  called  back  with  orders 
to  listen  to  everything  she  said.  "  'Who 
are  you?  What  have  you  got?'  he 
asked,"  remembers  Bedell.  "I'm  a  no- 
body, I've  been  in  business  maybe  si>y, 
weeks,"  she  thought— but  didn't  say. 

Carolyn  Shaw  Bell,  who  has  been 
mentioiied  as  a  possible  chairman  of 
the  Council  of  Economic  Advisers  if 
Jimmy  Carter  is  elected,  has  done  a 
certain  amount  of  research  on  work- 
ing women's  contribution  to  family 
income.  Her  conclusion:  The  statisti- 
cal picture  usually  paitUed,  in  which 
loomen  earn  about  a  fourth  of  family 
income  (n  on-again,  off-again  fashion, 
is  misleading.  Most  working  women 
take  their  jobs  seriously,  she  says, 
work  at  them  52  weeks  a  year,  and 
stay  with  them.  Some  72%  of  all  work- 
ing wives  hold  full-time  jobs.  General- 
ly, womer^  like  to  work,  she  says. 

"There's  no  such  thing  as  a  part- 
time  job,"  says  Pearl  Bedell.  She's 
constantly,  in  touch  with  manufac- 
turers and  mills,  travels  constantly  to 
department  stores  across  the  country. 
Like  any  big  business  person,  she 
makes  mistakes  while  trying  to  figure 
out  exactly  what  her  business  is.  For 
example,  she  managed  designer  Hal- 
ston   for  two  years,  but  the   house- 


Mass  "Taste."  Poor  little  rich 

girls  like  Gloria  Vanderbilt  (above) 

get  much  richer  by  mongering  status 

in  everything  from  eyeglass  design 

to  bedsheets.  Lee  Radziwill  (right) 

hopes  to  cash  in,  too. 


wares  she  wanted  him  to  design 
didn't  interest  him,  and  she  was  un- 
succes-sful  at  placing  his  clothing  de- 
signs. Halston  is  now  happily  doing 
everything  from  haute  couture  to  lug- 
gage and  perfume.  Diane  Von  Fur- 
stenberg  was  another  flop.  "Every 
time  I  tried  to  work  with  her,  she  was 
in  Italy,"  says  Bedell  defensively. 
"Finally  I  said,  'Diane,  don't  call  me, 
I'll  call  you.'  That  was  probably  a  big 
mistake."  Probably.  Von  Furstenberg 
went  on  to  sell  millions  of  dollars 
worth  of  cookie-cutter  jersey  print 
dresses.  Moral:  Bedell's  recipe  for 
success  requires  a  solid  reputation  in 
housewares.  Gushes  a  customer  of 
Gloria  Vanderbilt's  new  Seventh  Av- 
enue clothing  firm,  for  instance:  "I 
have  her  china,  I  have  her  sheets  and 
pillowcases.  I  have  everything  she 
does,  and  I  want  to  wear  her  clothes." 
Notice  an  interesting  thing.  At  base. 
Bedell's  business  is  in  the  nature  of 
the  way  that  Charles  Revson  once 
described  the  Revlon  empire:  "In  the 
factory,  we  manufacture  cosmetics. 
In  the  store,  we  sell  hope."  Pearl 
Bedell  simply  smelled  the  possibilities 
inherent  in  a  minirevolution  in  the 
way  that  women  see  themsevles.  In- 
stead of  plain  white  7nuslin  sheets  in 
the  bedroom,  African  "Bakuba"  print 
sheets;  instead  of  nice  simple  china, 
plates  that  look  like  antique  valentines 
cast  in  concrete,  tvith  Gloria  Van- 
derbilt's name  on  the  front;  instead  of 
a  plastic  wall  clock,  a  museum  piece. 
"The  rich  look,"  a  breathless  fashion 
analyst  calls  it,  reflecting  the  fact  that 
many  of  the  7nost  salable  tastes  be- 
long  to    the    U.S.'   fanciest   women: 


Gloria  Vanderbilt,  C.Z.  Guest,  Char- 
lotte Ford  and  the  like.  A  ripoff?  You 
can  look  at  it  that  tuay  if  tjou  like.  Or 
you  can  conclude  that  in  the  stores. 
Pearl  Bedell  is  merchandising  a  cer- 
tain sort  of  dignity. 

The  sheet  business  is  big  business. 
"Almost  every  branded  mill  I  can 
think  of  is  using  one  designer  or 
more  than  one,"  says  William  Har- 
mount,  market  planning  manager  at 
J. P.  Stevens.  Marshall  Field  had  some 
50  patterns  on  display  in  July.  Fancy 
sheets',  which  sell  at  a  30%  premium 
over  plain  white  percale,  have  grab- 
bed a  72%  share  of  the  market,  up 
from  44%  in  1970.  And  the  decline  of 
the  market  has  been  reversed,  pat- 
terned sheets  have  given  customers  a 
new  reason  to  buy. 

Who  buys  housewares  by  Pearl 
Bedell's  clients?  Well,  single  people 
on  the  make,  of  course.  But  not  sur- 
prisingly,  all  those  plain  old  working 
wives  account  for  a  huge  chunk  of 
the  business.  They  work,  like  men,  so 
that  they  can  have  "better  lives"— 
and  often  as  not,  they  take  that  to 
mean  chic  sheets  and  loud  towels.  ■ 
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WdvG  Union  Camp: 
look  at  ti8  this  wa>;. 


UNION  CA^^^     -^^       ^^^^_i^.^™B30.,s.e,,, 

1976 

ASSETS 

CURRENT— /^           ^^^K    JS|             ^^^^H  ^    4.163,000 

"^H^                ^^li^v\            ^^^^^H  1^486,000 

Short-term    ^^^^^  '  ^^^^^^^ 

Accounts  rec^^^^^^        Jjj^K^^HA         ^^^^^^B  9^543,000 

discounts  a^^^Hl^k       |^^B^^Hi         ^^^^^^H  108,569,000 

Inventories. ^^^K^k   fl^K^MFl      ^^^^^^H  18,124.000 

Short-term  ti^^^m^^^^^^^^m^       ^^^^^^|  411,885,000 

TO  

20.895,000 

TIMBER  CU 

;;^;;^_at  cost,  less  accumulateraprecm 

and  cost  of  company  timber : 

Plant  property  and  equipment ^^5,000 

Timberlands  and  equipment ■ ,,  *r^ 

^:dTitasideforpiantadditionsheldbytrustee _^^ 

TOTALPROPERTY 511,121,000 

OTHER  ASSETS 

Investments  in  and  advances  to  unconsolidated  subsidiaries  and  affiliates  48,450.000 

Prepaid  expenses  and  miscellaneous __M17^)00 

TOTAL  OTHER  ASSETS 5.-l,167,0O0 

TOTAL  $997,06S,(KK) 

Unaudited 


370,426,000 

66.482,000 
__3:681^ 

440,589,000 


41,761,000 
__li5()6^ 

47.267,000 
$789,750,000 


Look  at  us  as  a  financially  solid  Forest  Products  company  growing  in  markets  we  know  best— 
paper,  packaging,  chemicals,  building  materials  and  retailing. 

This  plus  our  goal  of  full  resource  utilization,  has  helped  our  net  income  grow  at  a  23% 
compounded  rate  from  1970  through  1975  on  average  sales  growth  of  13%  over  the  same  period. 
We've  also  increased  our  dividend  five  times  since  1972. 

Through  the  balance  of  this  decade  we  anticipate  the  investment  of  $700  million  to  provide 
for  further  growth  in  our  basic  businesses.  And  we're  capable  of  financing  it  through  our  current 
cash  position  plus  internal  cash  flow. 

Union  Camp  is  231st  in  size  and  103rd  in  total  net  income  on  the  latest  Fortune  500  list. 
But  of  greater  importance,  we're  ranked  52nd  in  net  income  as  a  percent  of  stockholder's  equity, 
and  31st  in  "total  return  to  investors"  based  on  stock  price  appreciation  and  dividend  yield 
over  the  last  decade.  ^^^_H^H 

Take  a  closer  look  at  Union       n^^nf^^B  g^  •    ^  •  a1_ 

Camp.  Write  for  our  latest  Annual  ^H|j|  Growmginmoreways  than  one. 

Report.  ^^^^HBI  union  Camp  Corporation,  1600  Valley  Road, Wayne,  New  Jersey  07470 

PAPER  .  PACKAGING  •  CHEMICALS  •  MINERALS  •  BUILDING  PRODUCTS  •  LAND  DEVELOPMENT  •  RETAILING 


„KJONCAMPCOKPORATIO^^  ^^^ 

t  ITIES  AND  STOCKHOLDERS'  EQUITY  June  30 


1976 


-j^H^^TITabilities 

current  installment  of  lon^-term  debt    •■■•.■•.. ,    ^,3,,,^ 


taxes  payable 


21327.000 


^        .nts  and  notes  payable  and  accrued  expenses '"-^ 

Accounts  ana  j^^  LIABILITIES -7~~^ 


TOTAL  CURRENT  

■ — ;:;;;;;;r7oR  TIMBER  cutting  rights 

^^^rf^  THROUGH  1984  (See  Contra2 


LONG-TERM  DEBT 

;;:;:;m^FE^AL  income  taxes 

TOTAL  LIABILITIES 


104,737,000 

20,895,000 
207,623,000 

51,750,000 
385,005,000 


^;;:^^;^;i0LDERS' EQUITY 

«n  «tock-par  value  $1  per  share : 
''TuXrized  45.000.000  shares ;  issued  25.014.712  shares 25,015,000 


Capitalin  excess  of  par  value 

Retained  earnings 

TOTAL 


t       f  rpasury  stock,  at  cost  1976-796.936  shares ;  1975-835.127  shares 
^^haretoutstanding.  1976-24.217.776;  1975-22,679.585 

STOCKHOLDERS'  EQUITY-NET 


125,052,000 

iZU52j000 

621,719,000 

__?;656^ 
^12^0^^ 


1975 

*  7.184,000 
10,130,000 

-_§9j950j000 
77,264.000 

23.058.000 
202.434,000 

44,075.000 
346,831,000 


15,676,000 

44.176.000 

J93J[85^ 

453,037,000 

10.118.000 
442.919,000 


liOBERTR  PETERS,  NE  RCCOHPRNYYOU  EUERYWHERE 


What  do  you  do  if  you're  an 
internationally-famous  star  of  the 
Metropolitan  Opera,  happen  to 
be  beautiful,  talented  and  in  great 
demand?  You  travel  a  lot.  And 
where  Roberta  Peters  goes,  so  goes 
Allegheny  Ludlum  Industries. 

Miss  Peters  may  know  noth- 
ing about  us  or  our  companies; 
yet  our  products  are  working  to 
improve  the  quality  of  her  life 
wherever  she  is.  On  the  stage?  On 
the  phone?  We  see  and  hear  her 
better  because  of  light  and  sound 
components  by  our  iPMand  Carmet 
companies,  as  well  as  our  Arnold 
Magnetics  and  Electronics  group. 


in  her  kitchen?  In  her  car? 
Look  to  the  products  of  our  Metals 
Group:  Allegheny  Ludlum  Steel, 
Timet,  Special  Metals  Corp., 
Standard  Steel,  Standard  Thomson 
Corp.  And  that  Jacobsen  Rider 
Mower  on 


her  grounds  is  a  member  of  the 
family.  And  the  frame  of  her  tennis 
racket  is  by  True  Temper,  also 
more  than  just  a  kissing  cousin. 

See  what  we  mean?  We  touch 
Roberta  Peters'  life  constantly. 
^Her  leisure  activities,  her  commu- 
nications, her  travel,  her  electric 
power.  Yours,  top.  Whatever  you 
do,  we're  in  harmony  with  you, 

Allegheny  Ludlum  Industries, 
nc,  Pittsburgh, 
Pa.  15222 


The  Robin  Hood  Game 

Here's  one  tax  shelter  the  poor  can  love— 
and  some  rich  investors  could  wind  up  hating. 


By  STEPHEN  QUICKEL 

Since  1970,  hundreds  of  tax  shelters 
have  channeled  close  to  $1  billion  in 
equity  capital  into  government-sub- 
sidized low-income  housing.  These 
tax  shelters  have  pretty  much  escaped 
the  knives  of  tax-reforming  congress- 
men, even  in  the  latest  tax  bill.  And 
why  not?  Low-income  people  need 
housing,  don't  they? 

By  far  the  liveliest  and  kicldng-est 
among  these  is  Los  Angeles'  Housing 
Partnership  Investments  Ltd.  "Hip- 
pie," as  it  is  nicknamed,  is  different 
from  most  housing  tax  shelters.  While 
others  consist  of  a  single  apartment 
project.  Hippie  has  two  pools  of  eight 
and  nine  projects  each.  Its  properties 
range  all  the  way  from  a  rehabilita- 
tion project  in  New  York  City's  dilapi- 
dated southeast  Bronx  to  a  newly  con- 
structed, moderate-income  high-rise 
in  Honolulu.  Hippie  also  features  the 
highest  minimum  investment  of  any 
subsidized  housing  tax  shelter.  For  a 
minimum  ante  of  $150,000  in  one  of 
these  pools.  Hippie's  limited  partners 
hope  to  reap  gigantic  income  tax  de- 
ductions—up to  $450,000  worth  with- 
in five  years  and  up  to  $600,000 
worth  within  ten  years. 

They  are  also  buying  into  one  of 
the  riskiest  real  estate  games  arovmd 
—all  the  more  so,  thanks  to  Hippie's 
rather  murky  origins.  • 

Hidden  Flaw 

A  typical  housing  tax  shelter  works 
something  like  this:  Participants  in 
the  partnership  provide  the  equity 
capital,  which  runs  anywhere  from 
10%  to  20%  of  the  total  building  cost; 
the  balance  is  raised  through  mort- 
gages guaranteed  by  the  Department 
of  Housing  &  Urban  Development 
or  a  stale  agency.  The  cash  flow  from 
the  project  goes  mostly  to  servicing 
the  mortgage  and  paying  operating 
expenses  over  a  40-year  period.  Hip- 
pie's investors  have  been  told  to  ex- 
pect no  cash  return.  But  they  do  get 
tax  offsets— very  large  ones  in  the  early 
years  when  accelerated  depreciation 
and  interest  costs  are  highest,  dimin- 
ishing onfes  later  on. 

The  leverage  is  tremendous:  For, 
say,  15%  of  a  housing  project's  total 
cost,  the  limited  partner-investor  gets 
nearly  100%  of  the  depreciation. 
When  the  mortgage  is  paid  off,  if  the 
property  has  residual  value,  it  accrues 
to  the  equity  investors  and  is  taxable 


at  lower  capital  gains  rates  in  the 
event  it  is  sold;  if  it  has  none,  they 
have  still  gotten  many  times  their 
money   back   in   income   tax   savings. 

Drawbacks?  For  one,  liquidity  is 
limited;  there  is  no  resale  market  for 
tax  shelter  partnerships.  Another: 
The  rehabilitation  and  construction  of 
low-income  housing  has  a  terrible 
foreclosure  record;  if  a  project  de- 
faults, the  investor  can  lose  his  stake 
or  wind  up  with  a  large  tax  liability. 

Hippie  appeared  to  be  well  worth 
the  risks.  Besides  the  huge  tax  bene- 
fits, its  sponsorship  seemed  blue 
ribbon.  Its  principal  seller  was  E.F. 
Hutton  &  Co.,  one  of  Wall  Street's 
foremost  firms.  Its  general  partner  and 


on-going  manager  is  Sonnenblick 
Goldman  Corp.  of  California,  the 
West  Coast  subsidiary  of  New  York- 
based  Sonnenblick  Goldman  Corp., 
the  nation's  largest  mortgage  broker. 

With  that  dazzling  bait.  Hippie  had 
little  trouble  raising  $24  million  in 
two  unregistered  private  offerings  last 
December  and  last  April.  Doctors, 
lawyers,  farmers  and  businessmen— 
149  high-bracket  investors  from  all 
across  the  U.S.— eagerly  ponied  up 
their  $150,000  or  more  for  partner- 
ship interests.  One  man  in  Florida  put 
in  $1.5  million.  Hutton  and  Sonnen- 
bUck,  as  is  customary  in  such  deals, 
collected  over  20%  off  the  top  in  sales 
commissions  and  front-end  fees. 

But  the  investors  were  told  almost 
nothing  about  Hippie's  creator,  one 
A.  Bruce  Rozet,  and  his  disastrous 
record.  Forbes  has  talked  with  a 
number  of  Hippie's  investors.  Most  of 
them  never  heard  of  Rozet— though 
two  or  three  recall  that  someone  by 
that  name  collected  a  $650,000  fee 


Housing  tax  shelters  were  Rozet's  Sherwood  Forest;  his  merry  band  included 
Wall  Street's  E.F.  Hutton  and  Sonnenblick  Goldman,  the  big  mortgage  broker. 
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from  the  proceeds  of  the  first  offering. 

Who  is  Bruce  Rozet? 

Longtime  Forbes  readers  will  re- 
member Rozet  from  an  earlier  mis- 
adventure. He  is  the  charming,  48- 
year-old  California  dealmaker  who  in 
the  late  Sixties  put  together  a  Bev- 
erly Hills  mishmash  called  Common- 
wealth United  Corp.  Rozet  resigned 
in  1969  with  Commonwealth  awash 
in  red  ink,  leaving  stockholders  and 
creditors  to  salvage  what  they  could 
from  his  dying  company. 

Undaunted,  Rozet  turned  to  the  tax 
shelter  game.  In  1970  he  and  some 
pals  formed  Income  Equities  Corp. 
in  Los  Angeles.  Under  the  name  of  In- 
come Equities  Fund,  he  brought  out 
a  series  of  subsidized  housing  tax 
shelters.  He  also  ran  the  Urban  Im- 
provement Funds,  another  series  of 
housing  tax  shelters  sponsored  by  At- 
lanta's Interfinancial  Real  Estate  Man- 


agement Co.  and  sold  by  E.F.  Hutton. 

It  was  a  highly  profitable  business. 
Through  affiliate  companies,  Rozet  col- 
lected all  of  the  fees  he  could  from 
his  wealthy  investors— comforting  him- 
self that  his  tax  shelters  helped  the 
rich  and  the  poor  abke. 

"It  was  something  of  a  Robin  Hood 
effort,"  says  Rozet,  "using  money  from 
the   rich   to   house   the   urban   poor." 

Some  Robin  Hood!  In  picking  the 
properties  for  his  shelters,  Rozet 
picked  some  real  lemons.  He  concen- 
trated on  rehabilitation  projects,  which 
can  be  fully  depreciated  in  just  five 
years  but  are  far  riskier  than  new 
construction.  "It  seemed  that  every 
time  a  problem  came  up  with  Income 
Equities,  it  was  over  a  rehab  project 
that  was  in  trouble  to  begin  with," 
says  Roland  Camfield,  the  Los  An- 
geles Area  Director  for  HUD,  which 
must   share    some    of    the    culpability 


The  most  troublesome  projects  in  Hippie's  second  offering  may  be  the  Rozet- 
selected  Sebco  rehabilitation  projects  in  New  York  City.  Says  a  HUD 
official :  "The  walls  of  older  buildings  are  often  full  of  costly  surprises." 


since  it  provided  the  insurance  for 
many  of  the  mortgages. 

When  he  did  get  a  project  through 
the  tricky  rehabilitation  process,  Rozet 
proved  no  better  at  managing  them 
than  he  had  at  managing  Common- 
wealth United.  Occupancy  shortfalls, 
rent  delinquencies  and  vandalism 
plagued  many  of  the  projects  Rozet 
ran  for  both  Income  Equities  Fund 
and  the  Urban  Improvement  Funds. 
By  early  1975,  HUD  was  foreclosing 
right  and  left.  Robin  Hood  was  taking 
from  the  rich,  all  right,  but  he  wasn't 
helping  the  poor  very  much. 

Foreclosure  in  a  housing  tax  shel- 
ter can  be  deadly  for  an  investor.  The 
difference  between  the  speeded-up 
depreciation  and  regular  straight-line 
depreciation  suddenly  becomes  tax- 
able income  at  ordinary  rates.  Instead 
of  the  big  fat  write-off  he  was  count- 
ing on,  an  investor  may  find  himself 
facing  a  big  fat  cash  liability. 

Musical  Chairs 

As  projects  failed— one  in  Comp- 
ton,  Calif,  was  simply  bulldozed  to 
the  ground— Rozet  assured  Income 
Equities  Fund's  investors  in  a  year-end 
1974  report  that  he  was  bringing  in 
an  independent,  outside  project  man- 
ager. But  the  "new"  manager  turned 
out  to  be  Key  Summit  Management 
Corp.  and  its  pcU"ent,  Los  Angeles' 
Realty  Investment  Associates.  Key 
Summit  is  a  former  Income  Equities 
affiliate  that  Rozet  sold  to  Daniel  J. 
Foley  in  April  1975,  and  that  Foley  in 
turn  sold  to  RIA  in  July  1975.  Foley, 
now  RIA's  chairman,  was  an  early 
stockholder  with  Rozet  in  Income 
Equities.  So  Rozet,  while  he  lost  some 
management  fees,  salvaged  something 
by  .selling  Key  Summit— and  the  man- 
agement stayed  much  the  same. 

By  then  Rozet  was  hard  at  work 
on  his  grandest  tax  shelter  of  all- 
Hippie.  Late  in  1974  he  began  lining 


I 
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up  its  properties  and  structuring  them 
to  yield  the  most  far-reaching  tax  de- 
ductions he  thought  he  could  justify. 

E.F.  Hutton,  seller  of  the  Rozet- 
managed  Urban  Improvement  Funds, 
was  interested  in  the  underwriting  but 
wanted  a  substantial  firm  in  the  real 
estate  field  to  be  connected  with  Hip- 
pie. One  block  away  from  Rozet's 
Century  City  ofiBce  in  Los  Angeles 
were  the  offices  of  Sonnenblick  Gold- 
man of  California.  Rozet  wangled  an 
introduction  to  its  boss,  Charles  H. 
Boxenbaum,  a  restless  man  of  47  who 
is  the  first  nonfamily  member  ever 
admitted  to  ownership  in  the  New 
York-based  parent  company.  Would 
Sonnenblick  become  Hippie's  general 
partner?  Rozet  asked. 

"My  people  in  New  York  were 
shocked  at  first,"  admits  Boxenbaum. 
They  had  no  first-hand  experience  in 
the  risky  business  of  building,  re- 
habilitating and  operating  low-income 
apartment  buildings.  Nor  were  they 
accustomed  to  dealing  with  people 
like  Bruce  Rozet.  But  Boxenbaum 
pointed  out  that  E.F.  Hutton  saw 
nothing  wrong  with  Hippie  or  Rozet. 
He  also  pointed  out  that  Hippie  could 
be  a  superb  moneymaker  for  Sonnen- 
blick Goldman,  what  with  its  gen- 
erous front-end  and  continuing  man- 
agement fees.  There  was  at  least  one 
potential  conflict  of  interest:  Hippie 
was  already  a  depositor  at  the  newly 
formed  First  Los  Angeles  Bank  where 
Boxenbaum  is  a  founding  director. 
Even  so,  Sonnenblick-Califomia  was 
given  the  green  light  to  become  Hip- 
pie's corporate  general  partner,  with 
Rozet  the  individual  general  partner. 

Rozet's  troubles  weren't  over  yet. 
The  California  Corporations  Depart- 
ment had  been  investigating  Income 
Equities.  When  Rozet  tried  to  register 
Hippie  and  a  new  offering  of  the 
Urban  Improvement  Funds  with  the 
department,  it  refused  to  approve  any 
offerings  in  which  "Income  Equities 
Corp.,  its  affiliates  and  employees" 
were  involved.  So  Rozet  was  forced 
to  step  out  as  a  general  partner.  Box- 
enbaum replaced  him. 

But  Not  Forgotten 

Rozet  did  not  go  away  empty 
handed,  however.  In  fact,  the  Cali- 
fornia Corporations  Department  not- 
withstanding, he  did  not  go  away  at 
all.  He  collected  a  $650,000  fee  from 
the  proceeds  of  the  first  Hippie  offer- 
ing and  stayed  on  as  a  paid  adviser  of 
Sonnenbhck  Goldman.  Boxenbaum 
also  hired  a  newly  formed  company 
called  Partnership  Marketing  Services 
to  assist  in  selling  the  first  Hippie 
offering.  It  was  headed  by  Russell 
Neering,  formerly  with  Income  Equi- 
ties' marketing  affiliate.  He  also  hired 
Charles  J.   Weber  as   Hippie's   chief 
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"...a  delightsome  land." 

O  —Captain  John  Smith  (1608) 

Today,  Maryland  is  still  "a  delightsome  land"  ...  not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  Office  of 
Business  Liaison.  It  will  help  businessmen  solve  any  kind  of 
problem  within  the  limits  of  our  State  government's  capa- 
bilities. It  provides  a  focal  point  for  answering  questions  on 
State  programs,  directs  suggestions  and  complaints  to  proper 
persons  for  action,  and  supplies  the  necessary  follow-up  to  see 
the  job's  done  right. 

It's  all  part  of  our  overall  philosophy,  "Once  we  get  you,  we 
don't  forget  you." 

Add  Maryland's  unique  locational  advantages,  its  financing  and 
labor  training  programs,  and  the  State's  genuine  livability — and 
you've  got  good  reason  to  consider  Maryland  when  conducting 
a  site  survey. 

Maryland 
Department  of  Economic  and  Community  Development 

Room  F-106,  1748  Forest  Drive,  Annapolis,  Maryland  21401 

Phone:  301-267-5514 

Maryland 
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Employee 


When  an  injured  employee's 
return  to  work  is  speeded^  an 
employer  regains  a  needed 
worker— and  insurance  costs 
for  the  firm  may  be  held  down. 

A  brief  review  by  INA  of 
an  insurance  topic  of  interest 
to  business  executives* 


The  compensation  received  by  a  worker  for  a  dis- 
abling injury  was  formerly  fixed  by  most  states  at  a 
specific  sum  for  a  specific  disability. 

But  that  arbitrary  method  of  making  awards  is 
fast  giving  way  to  the  concept  that  the  worker  should 
be  compensated  on  the  basis  of  loss  of  earning  capacity 
—  for  a  lifetime,  if  the  disability  is  permanent— to- 
gether with  full  and  unlimited  medical  expenses.  This 
principle,  embodied  in  new  laws  in  many  states,  has 
meant  a  continuing  rise  in  the  cost  of  insurance  cover- 
ages for  workers'  compensation. 

Faced  with  compensation  claims  which  can  now 
run,  in  some  cases,  to  hundreds  of  thousands  of  dol- 
lars, insurers  are  turning  to  rehabilitation  services  to 
put  disabled  workers  more  quickly  on  the  road  to  re- 
covery and  reemployment  wherever  possible.  In  fact, 
several  states  have  enacted  regulations  which  make 
employee  rehabilitation  mandatory  after  a  worker  has 
missed  a  specified  period  of  employment.  Although 
claim  costs  can  be  thereby  reduced,  the  more  im- 
portant benefit  of  rehabilitation  can  be  the  restora- 
tion to  health  and  some  degree  of  productivity  of  an 
injured  person,  benefiting  both  the  individual  and  the 
employer. 

At  the  same  time,  the  money  which  may  be  saved 


through  rehabilitation  programs  can  be  reflected,  for 
insured  companies  whose  premium  rates  are  based  on 
claims  experience,  in  downward  pressure  on  insur- 
ance premiums.  For  a  given  company,  the  wider  the 
experience  with  claims  to  which  rehabilitation  is 
applied,  the  more  likely  it  is  that  the  size  of  the  aver- 
age claim  will  be  reduced  and  favorable  premium  ac- 
tion will  result. 

Aiding  the  "whole  person" 

How  does  rehabilitation  work  in  practice.'^ 
Although  some  insurance  companies  maintain  re 
habilitation  facilities  of  their  own— a  few  of  them 
quite  extensive— most  of  the  work  is  done  by  firms 
specializing  in  the  field.  Workers'  compensation  cases 
predominate,  but  rehabilitation  for  victims  of  auto- 
mobile accidents  and  other  injuries  is  becoming  more 
frequent.  Typically,  the  need  for  rehabilitation  services 
in  a  case  will  first  be  suggested  by  an  insurance  com- 
pany claims  adjuster  or  the  corporate  risk  manager. 


Mitation 


The  goal  is  maximum  recovery  and  early  return 
to  a  productive,  self-sustaining  life.  Working  closely 
with  the  patient  and  the  family,  the  rehabilitation  spe 
cialist  coordinates  the  efforts  of  the  other  professionals 
involved.  The  overwhelming  concern  is  not  with 
physical  needs  alone,  but  with  aiding  the  "whole 
person!' 

This  includes  therapies  aimed  at  physical  recovery, 
as  well  as  psychological  and  vocational  counseling  and. 
when  needed,  financial  advice  and  assistance.  The 
patients  family,  too.  is  encouraged  to  aid  in  the  re 
covery  process. 

In  each  instance,  the  specialist  evaluates  and  im- 
plements the  measures  needed  while  controlling  the 
costs  involved. 

Getting  an  early  start 

A  crucial  factor  in  the  success  of  a  rehabilitation 
program  is  early  identification  of  the  need  for  one. 
Too  often  a  disabled  worker  loses  motivation  and 


morale  after  weeks  of  inattention  and  inactivity. 

On  the  other  hand,  even  employees  with  severe 
cases  of  disability— involving  such  conditions  as  am- 
putation, blindness  and  paralysis— have  been  returned 
to  work  by  intensive  rehabilitation  programs.  And 
with  the  numerous  cases  involving  minor  disabilities, 
where  recuperation  is  fairly  simple,  the  fact  that  help 
has  been  timely  has  often  avoided  months  of  employee 
down  time. 

The  disability  victim  and  his  or  her  family  are  not 
the  only  beneficiaries  of  rehabilitation.  For  example, 
an  employee  with  a  chronic  low  back  injury  might  rep- 
resent $200,000  in  lifetime  compensation  payments 
and  medical  costs.  Rehabilitation  expenses  for  this  per- 
son might  not  exceed  $10,000.  Therefore  the  finan- 
cial savings  from  the  rehabilitation  investment  could 
be  substantial.  Most  important,  much-needed  and 
possibly  unique  abilities  may  have  been  preserved. 

For  a  fuller  discussion  of  employee  rehabilitation 
from  an  objective  standpoint,  INA  has  prepared  a 
booklet  entitled,  "Employee  Rehabilitation :  Some  Pro- 
fessional Considerations!'  Copies  may  be  requested 
by  writing  INA  Corporation.  1600  Arch  Street. 
Philadelphia.  Pa.  19101. 


The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall,  Philadelphia,  in  1792. 
Today  INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  casualty 
insurance,  marine  insurance,  life  and  group  insurance, 
reinsurance  and  risk  management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive  knowl- 
edge of  insurance  needs  and  solutions. 


Insurance  Professionals 


Full  Disclosure?  Sonnenblick  Goldman's  Charles  H.  Boxenbaum  says  he  has  told 

all  to  Hippie's  rich  investors.  But  he  didn't  tell  them  about  Bruce 

Rozet's  disastrous  record,  since  technically  Rozet  dropped  out  of  the  deal. 


project  acquisition  man.  Weber,  too, 
was  fresh  from  performing  the  same 
duties  at  Income  Equities. 

Boxenbaum  refused  to  provide 
Forbes  with  copies  of  the  Hippie  of- 
fering circulars.  He  agreed  to  be  in- 
terviewed, in  the  company  of  his  law- 
yer, only  at  the  last  minute  when  in- 
formed we  would  run  this  article  with 
or  without  his  views.  Boxenbaum 
would  like  to  forget  that  Bruce  Rozet 
and  Income  Equities  ever  existed.  He 
says  he  parted  company  with  Rozet 
shortly  after  the  first  Hippie  offering 
in  December,  when  he  learned  that 
the  Securities  &  Exchange  Commis- 
sion was  also  investigating  Income 
Equities,  However,  Rozet  himself 
says  he  worked  for  Sonnenblick  until 
"March  or  April."  By  then  the  projects 
for  the  second  Hippie  offering  were 
all  but  completely  lined  up. 

Hippie's  investors  have  been  told 
nothing  about  Rozet's  past  record  in 
selecting  and  managing  projects  for 
similar  tax  shelters.  Yet  investors  in 
the  first  Hippie  ofiFering  are  stuck 
with  projects  that  were  entirely  se- 
lected by  him.  Investors  in  the  second 
ofiFering  also  owti  projects  that  were 
selected  by  him  and  his  former  In- 
come Equities  acquisitions  man, 
Charles  Weber.  If  Rozet  is  gone, 
more  than  his  memory  lingers  for 
Hippie's  investors. 

Rozet's  dismal  record  is  the  only 
current  basis  on  which  to  judge  Hip- 
pie's projects.  All  of  them  are  recent- 
ly acquired  and  it  is  too  early  to  tell 


how  they  will  pan  out  as  dependable 
generators  of  tax  deductions.  But  this 
much  is  known:  There  are  five  Rozet- 
selected  rehabilitation  projects— the 
trickiest  of  all  to  pull  off— among  the 
total  of  17.  Boxenbaum  also  admits 
that  several  of  the  eight  projects  in 
the  first  ofiFering,  though  selected  ear- 
lier, were  actually  acquired  after  the 
sale  of  limited  partnerships  began  and 
in  great  haste.  "If  I  had  to  select  the 
biggest  risk  in  Hippie,"  says  Boxen- 
baum, "it  is  whether  the  construction 
and  rehabilitation  of  the  properties 
can  be  successfully  carried  out." 

There  is  evidence  both  from  com- 
petitors who  bid  against  Hippie  for 
projects  and  from  people  who  sold 
them  to  Hippie  that  excessive  prices 
were  paid.  Donald  Bell,  president  of 
Security  Pacific  Inc.  of  Seattle,  which 
has  sold  150  single-project  subsi- 
dized-housing  tax  shelters  without  a 
foreclosure,  says  that  Hippie  outbid 
him  by  20%  on  one  project  in  the  Bos- 
ton area.  George  W.  DeFranceaux, 
chairman  of  the  National  Coip.  for 
Housing  Partnerships  in  Washington, 
D.G.,  which  also  boasts  a  clean  fore- 
closure record  in  handling  more  than 
100  projects,  sold  Rozet  two  rehabili- 
tation projects  in  downtown  Wash- 
ington. "They  paid  me  so  much  mon- 
ey for  them  I  couldn't  believe  it,"  he 
says.  "What's  more,  they  didn't  send 
anyone  to  look  at  them  first." 

It  is  also  an  open  question  as  to 
whether  the  tax  shelter  investors  are 
getting     their    money's     worth     from 


Sonnenblick  Goldman,  which  stands 
to  draw  about  $400,000  a  year  in 
fees.  Only  two  Sonnenblick  execu- 
tives, besides  Boxenbaum  and  Weber, 
spend  full  time  on  Hippie.  A  lone  out- 
side consultant  monitors  its  17  proj- 
ects, which  string  from  coast  to  coast 
and  beyond.  The  chief  reliance  is  on 
the  general  partners  of  the  17  local, 
second-tier  partnerships  through 
which  Hippie  owns  its  projects.  This 
is  decentralized  management  with  a 
vengeance.  What's  more,  there  is  no 
way  for  Hippie's  investors  to  know 
very  much  about  these  17  faceless  lo- 
cal general  partners,  who  are  usually 
the  project  developers.  It  is  like  in- 
vesting in  a  mutual  fund  loaded  with 
the  stocks  of  unknown  companies  that 
never  publish  any  annual  reports. 

Matters  Of  Opinion 

Hippie's  tax  angles  are  tough  for  a 
layman  to  size  up.  All  subsidized 
housing  tax  shelters  take  aggressive 
tax  positions  and  many  are  now  under 
Internal  Revenue  Service  challenge. 
Some  of  the  deductions  that  Hippie 
is  taking  are  equally,  if  not  more,  ex- 
aggerated than  those  others  have 
taken  and  will  surely  come  under 
stem  IRS  audit.  Exactly  how  success- 
ful the  IRS  challenges  will  be  cannot 
be  predicted,  however. 

A  big  tax  danger  is  the  recapture, 
at  ordinary  tax  rates,  of  the  accelerat- 
ed depreciation  in  the  event  a  project 
goes  under.  Boxenbaum  argues  that 
Hippie,  with  its  pools  of  projects,  can 
get  around  recapture  and  claims  he 
has  a  "private  ruling"  to  this  efiFect. 

But  all  of  Hippie's  tax  angles  could 
prove  academic  if  one  very  basic  con- 
cept doesn't  hold  up.  Tax  shelter 
partnerships  usually  obtain  a  prior 
ruling  from  the  Internal  Revenue  Ser- 
vice to  the  efiFect  that  they  will  in- 
deed be  taxed  as  a  partnership  and 
not  as  a  corporation.  This  is  crucial, 
because  if  Hippie  were  to  be  taxed 
as  a  corporation,  none  of  the  intended 
tax  deductions  would  "flow  through" 
to  the  investors.  Hippie  has  not  ob- 
tained such  a  ruling,  nor  even  ap- 
plied for  one;  it  has  only  the  opinion 
of  its  hired  tax  counsel  that  it  will  be 
taxed  as  a  partnership. 

None  of  this  seems  to  bother  Box- 
enbaum. He  and  E.F.  Hutton  are 
now  readying  two  more  offerings— one 
possibly  this  month,  traveling  under 
the  name  Housing  Equities  Partner- 
ship, for  $18  million,  another  next 
year  for  $17  million. 

"We're  not  dealing  with  a  binich 
of  schnooks,"  says  Boxenbaum.  "These 
people  are  very  sophisticated  inves- 
tors with  the  best  tax  advice  money 
can  buy."  Maybe  so.  But  it  may  yet 
turn  out  that  there  is  no  schnook  like 
a  sophisticated  schnook.   ■ 
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How  Do 
You  Keep 
City  Hall 
Honest? 

It's  self-serving  of 
accountants  to  want 
to  audit  municipal  books. 
But  there  is  good  reason 
to  think  that  it's  about  time. 

"Tras  is  all  a  lot  of  gunk  and  hog- 
wash!"  says  Lennox  Moak.  "Just  an- 
other part  of  the  poker  game.  More 
people  who  want  to  tell  us  how  to  run 
our  business  and  collect  a  fee  for  it." 

Moak  is  entitled  to  vent  a  little 
steam.  As  Director  of  Finances  for 
deficit-ridden  Philadelphia,  he's  used 
to  people  looking  over  his  shoulder. 
He's  also  president  of  the  5,800-mem- 
ber  Municipal  Finance  OflBcers  Asso- 
ciation. What  he  refers  to  as  "gunk 
and  hogwash"  is  the  first  in-depth  re- 
port on  financial  disclosure  policies  of 
46  major  U.S.  cities.  It's  a  44-page 
opus  entitled,  logically  enough,  Fi- 
nancial Disclosure  Practices  of  the 
American  Cities,  just  released  jointly 
by  the  University  of  Michigan  and 
one  of  the  Big  Eight  CPA  firms,  Coop- 
ers &  Lybrand. 

Essentially  the  study  supports  pro- 
posed federal  legislation  that  would 
require  cities  to  keep  their  books  as 
if  they  were  publicly  held  corpora- 
tions. Current  voluntary  municipal  ac- 
counting guidelines  are  not  fully  com- 
plied with,  the  study  says,  and  even 
if  they  were  they  wouldn't  provide 
useful  information  about  financial  con- 
dition.. Norman  Auerbach,  Coopers  & 
Lybrand's  new  managing  partner  and 
the  man  who  directed  the  study,  calls 
it  "an  important  first  step  toward  re- 
storing credibility"  to  city  finances. 

Not  everyone  agrees.  "So  who  am 
I  going  to  send  my  annual  report  to?" 
asks  exasperated  Los  Angeles  Treasur- 
er Rob^  M,  Odell.  Doesn't  Coopers 
&  Lybrand  realize  that  98%  of  Los 
Angeles'  bonds  are  "bearer  bonds," 
meaning  that  the  city  has  no  record 
of  names  and  addresses  for  the  people 
who  hold  those  bonds? 

The  answer  to  Odell's  question,  of 
course,   is  that  prospective  investors 


Scrutiny:  The  accounting  uiin  b  biuuy  iingled  out  no  city  by  name. 


are  the  ones  who  need  that  annual 
report— as  a  means  of  restoring  the 
credibility  of  lU'ban  paper. 

Municipal  finance  men  will  have 
none  of  that,  however.  Their  defense 
is  the  Constitution's  doctrine  of  sep- 
arate powers  {i.e.,  states'  rights).  So 
what  if  the  Securities  &  Exchange 
Commission  demanded  Philadelphia's 
financial  records  last  June?  "I  haven't 
given  them  a  damned  thing!"  says 
Moak,  who  proceeded  to  take  the 
SEC  to  court  on  the  matter. 

But  help  for  the  SEC  has  come 
from  a  strange  quarter.  Arthur  Ander- 
sen, which  is  busy  suing  the  SEC  on 
other  matters,  has  recently  submitted 
to  Congress  opinions  from  two  eminent 
law  firms  disputing  the  cities'  claims 
on  constitutional  grounds. 

The  accounting  "system"  Moak  and 
his  compatriots  are  fighting  to  defend 
is  referred  to  in  the  trade  as  GAAFR 
or,  more  formally.  Governmental  Ac- 
counting, Auditing  and  Financial 
Reporting. 

Compared  with  GAAP  (Generally 
Accepted  Accounting  Principles),  say 
the  accountants,  GAAFR  is  .  .  .  well, 
primitive. 

To  begin  with,  accountants  explain, 
a  government  accounting  system 
such  as  GAAFR  is  really  a  sugar 
bowl  accounting  technique.  Rents  are 
paid  from  one  bowl,  payrolls  from 
another,  typewriters  and  cars  bought 
from  a  third  and  fourth.  "GAAFR  was 
designed    with    legal    compliance    in 


mind,"  says  Auerbach  of  Coopers  & 
Lybrand.  "What  you  get  from  GAAFR 
is  more  of  a  detailed  dollar  accounting 
than  a  statement  of  financial  condition. 
Now  we  don't  say  all  GAAFR  prac- 
tices are  bad— they're  fine  for  internal 
reporting.  But  we  do  say  they  don't 
go  to  the  heart  of  public  reporting 
objectives— apprising  the  public  of  a 
city's  financial  condition." 

Auerbach  clearly  has  a  point.  If 
you  want  to  invest  in  $36-billion 
(revenues)  General  Motors,  for  exam- 
ple, you  can  send  for  GM's  1975  an- 
nual report.  Twenty-four  tidy  pages 
summarizing  GM's  1975  financial  con- 
dition. But  if  you  want  to  invest  in 
$527-million-revenues  Detroit,  the  an- 
nual report  you'll  receive  is  about  use- 
less. It  is  over  150  pages  long  and 
is  replete  with  thousands  of  numbers 
for  hundreds  of  Detroit  sugar  bowl 
transactions,  from  a  grant  for  an  In- 
dian exhibit  to  library  book  costs.  It 
is  as  if  CM  sent  you  detailed  infor- 
mation on  the  transactions  of  every 
single  one  of  its  divisions,  subdivisions 
and  sub-subdivisions. 

Nor  is  Detroit's  annual  report  ex- 
traordinary. Chicago's  report  runs  to 
448  pages,  Boston's  to  900.  As  Gil- 
man  C.  Gunn  III,  senior  municipal 
bond  analyst  for  the  Chubb  Corp.,  re- 
cently told  a  Senate  committee:  "In- 
dividual investors  .  .  .  don't  have  the 
background  to  wade  through  a  budget 
document  the  size  of  a  Manhattan 
telephone  book." 
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Some  municipal  finance  oflBcers  re- 
luctantly agree  that  consolidated  re- 
ports would  better  serve  the  public. 
New  York  City  Comptroller  Harrison 
Goldin  even  included  such  a  summary 
in  last  year's  568-page  report— for  the 
first  time. 

But  the  accountants  say  this  isn't 
enough.  They  point  out  that  the 
GAAFR  accounting  system  is  not  full- 
accrual  bookkeeping,  with  the  result 
that  investors  cannot  compare  cities' 
reports  with  those  issued  by  pubUcly 
held  companies.  More  important,  hor- 
rendous future  habihties  can  be  (and 
have  been)  hidden  away  even  if  the 
GAAFR  accounting  system  is  fully 
complied  with. 

For  example,  GAAFR  rules  do  not 
require  cities  to  accrue  impaid  sick 
leave  and  vacation  time,  except  in 
footnote  disclosure.  "And  we  think 
cities  that  omit  significant  amounts 
of  these  liabilities  are  just  kidding 
people  about  their  true  financial  posi- 
tions," says  John  Fox,  who  is  a  munici- 
pal accounting  specialist  at  Coopers 
&  Lybrand. 

Or  take  fixed-asset  accounting.  Un- 
der GAAFR,  cities  need  not  calculate 
depreciation  on  many  of  their  fixed 
assets— from  the  bureaucrat's  free  cars 
to  their  secretaries'  typewriters. 
GAAFR  merely  requires  accounting 
for  assets  acquired;  it  is  not  concerned 
with  reporting  the  cost  of  using  those 
assets.  "And  the  cost  of  vising  a  fixed 
asset  is  something  that  taxpayers 
should  be  aware  of,"  says  Fox.  Need- 
less to  say,  no  city  likes  the  idea  of 
complying  with  the  SEC's  new  re- 
placement cost  rules— even  though 
they  are  as  important  for  cities  as  for 
companies. 

For  reasons  like  these,  the  Coopers 
&  Lybrand  study  urges  cities  to  use 
the  same  accounting  and  reporting 
practices  required  of  companies. 

To  this,  the  local  financemen  have 
no  sovmd  rejoinders.  Some  harp  on 
GAAP's  well-known  deficiencies. 
"Penn  Central  used  GAAP  account- 
ing," says  one  city's  treasurer,  "and 
how  well  were  its  investors  protect- 
ed?" True,  but  irrelevant.  Philadel- 
phia's Lennox  Moak  even  claims  that 
GAAFR  can  produce  more  conserva- 
tive results  than  can  GAAP.  How  so? 
"All  my  accounts  receivable  are  100% 
reserved.  But  under  GAAP  I'd  have 
to  report  the  difference  between  my 
accounts  receivable  and  my  reserves 
for  tmcoUectible  accounts  as  an  as- 
set. So  I'd  be  forced  to  show  a  $60- 
million  surplus." 

Isn't  that  good? 


"No!  I'd  be  in  the  ludicrous  posi- 
tion of  showing  a  surplus  when  I'm 
trying  to  get  new  taxes.  I  could  talk 
to  the  city  council  until  hell  freezes 
over,  and  still  not  be  able  to  explain 
it  to  them." 

In  other  words,  GAAFR  may  not 
make  good  accotmting  sense,  but  it 
does  make  good  pork-barrel  sense. 
Even  so  the  cities  comply  with 
GAAFR  selectively— uery  selectively. 
According  to  the  Coopers  &  Lybrand 
report,  only  about  24%  of  the  surveyed 
cities  disclose  xmfvmded  vested  pen- 
sion liabilities.  Just  7%  disclose  non- 
capitalized lease  obhgations.  Nearly 
half  say  nothing  about  their  accovmt- 
ing  procedures.  Yet  GAAFR  says  all 
these,  and  more,  must  be  disclosed. 

To  this  the  local  financemen  reply 
rather  lamely:  The  marketplace  never 
demanded  the  information  from  us,  so 


like  Peat  Mai"wick  Mitchell  who 
feign  disapproval  of  such  laws  in  the 
hopes  that  when  the  laws  do  come, 
the  cities  will  remember  them  as 
their  friends." 

Of  course,  the  Coopers  &  Lybrand 
study  does  not  call  for  CPA-audited 
municipal  reports.  Said  a  Coopers  & 
Lybrand  spokesman:  "We  certainly  do 
feel  they  should  be  audited.  But  be- 
ing a  CPA  firm,  we  thought  it  might 
seem  self-serving  if  we  came  out  and 
said  it." 

The  underwriters  are  out  for  their 
interests,  too.  They  fear  investors  will 
sue  them  for  the  cities'  disclosure  de- 
ficiencies. Hence  the  plea  of  Richard 
Kezer,  Citibank  senior  vice  president 
and  Dealer  Bank  Association  presi- 
dent, to  a  Senate  committee  early 
this  year:  'This  is  one  reason  we  sup- 
port prompt  federal  legislation  to  deal 


^^We  will  not  delegate  responsibility  to  the  accounting 
fraternity  to  decide  what  we  should  do." 

—Lennox  Moak,  Director  of  Finance,  Philadelphia 


''Individual  investors . . .  don't  have  the  background  to 
wade  through  a  budget  document  the  size  of 
a  Manhattan  telephone  book/' 

— Gilman  Gunn  III,  Senior  Analyst,  Chubb  Corp. 


we  never  supplied  it.  A  study  to  be 
released  late  this  month  by  the  Mu- 
nicipal Finance  OflBcers  Association 
(MFOA)  will  show  that  prospectus 
disclosure  by  cities  has  increased  sub- 
stantially since  New  York's  crisis  hit 
the  headlines.  Thus  the  cities'  finance 
oflficers  say  voluntary  compliance, 
goaded  by  market  demand,  makes 
federally  mandated  disclosure  unnec- 
essary, expensive  and  perhaps  even 
coun  terproducti  ve . 

The  politicians,  reluctant  to  accept 
the  kind  of  standards  they  enjoy  forc- 
ing on  businessmen,  finally  fall  back 
on  accusing  the  accounting  firms  of 
greed.  Their  contention  is  that  the  ac- 
counting firms  are  drooling  at  the 
prospect  of  40,000  potential  custom- 
ers out  there  among  the  state  and  lo- 
cal governments. 

"I  think  you  can  put  the  big 
accounting  firms  in  two  classes,"  says 
a  business  school  professor  working 
for  the  municipal  finance  oflRcers 
group.  "On  the  one  hand  are  the 
Coopers  &  Ly  brands  and  Arthur 
Andersens  actively  trying  to  get  legis- 
lation passed  to  create  demand  for 
their  services.  On  the  other  are  firms 


with  municipal  securities  disclosure." 
So  far  the  cities  have  managed  to 
stall  progress  on  Senators  John  Tower 
(Rep.,  Tex.)  and  Harrison  Wilhams' 
(Dem.,  N.J.)  Municipal  Securities 
Full  Disclosure  Act.  An  aide  to 
Senator  Tower  says  the  bill  will  go 
nowhere  this  year,  and  probably  no- 
where in  1977.  "I  think  it  would  take 
a  new  city  crisis  to  get  it  passed,"  he 
says.  As  for  Philadelphia's  Moak,  he 
says  he  will  fight  such  legislation.  "We 
will  not  delegate  responsibility  to  the 
accounting  fraternity  to  decide  what 
we  should  do  and  then  by  law  of 
Congress  be  forced  to  do  what  they 
tell  us  to.  The  accountants  don't  stand 
in  the  rain  with  us  when  the  going 
gets  tough." 

But  that's  just  the  point.  There 
is  little  question  that  the  people  who 
will  be  buying  municipal  debt  in  the 
future  will  demand  audited  financial 
statements  sooner  or  later— so  that  the 
auditors  will  stand  in  the  rain  with 
the  cities  when  the  going  gets  tough 
as  they  are  being  forced  to  do  with 
corporations. 

Isn't  that  what  public  auditors  are 
for?  ■ 
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This,  Too,  Shall  Pass 


It  has  been  rough  weather  for  lU  International^  but  Chairman 
John  Seabrook  sees  it  as  only  a  passing  squall. 

Shipping  sent  lU  International's  for- 
tunes soaring  in  the  early  Seventies, 
and  shipping  sent  them  crashing  back 
a  few  years  later.  But  that  hasn't  dis- 
couraged lU's  urbane  and  debonaire 
chairman,  John  M.  Seabrook.  The 
frozen  foods  heir  still  thinks  the  pros- 
pects are  so  bright  that  he's  planning 
to  spend  $500  million  over  the  next 
five  years  in  a  daring  gamble  to  im- 
prove the  company. 

The  bulk  of  that  $500  million  is 
being  spent  on  four  liquefied  natural 
gas  ships  currently  on  order.  In  addi- 
tion, one  is  finished,  another  is  close 
to  delivery.  The  ships  are  of  the  same 
type  that  has  spelled  double  trou- 
ble for  General  Dynamics  (Forbes, 
Sept.  1).  The  first  three  ships  alone, 
according  to  Seabrook,  wrill  account 
for  over  $1  billion  in  future  lU  reve- 
nues. At  least  that's  what  he  believes. 
Four  ships  are  chartered,  but  the 
last  two  have  still  found  no  takers. 
And  that's  not  the  only  element  of 
risk.  LNG  comes  from  politically  vola- 
tile countries  like  Nigeria,  Algeria  and 
Abu  Dhabi  and  Indonesia.  Then  too, 
the  process  for  regulating  imported 
LNG  has  not  yet  been  settled  on  in 
the  U.S.  But  lU's  biggest  risk  is  that 
its  last  two  ships  will  be  delivered 
before  the  market  is  ready  for  them, 
so  that  lU  could  conceivably  have 
to  contract  them  out  at  low  rates,  or 
worse,  find  no  market  for  them  at  all. 

Risky?  Sure,  but  that  is  what  capi; 
talism  is  all  about,  says  Seabrook:  In- 
telligent risk-taking.  "The  LNG  ship- 
ping should  be  more  stable  than  any 
business  we've  got,"  he  argues.  "It 
will  get  to  be  so  big  it  will  absolute- 


ly overpower  everything  else." 

At  the  moment,  it  wouldn't  take 
much.  Last  year,  lU's  earnings  slid 
7%,  to  $2.50  a  share,  and  this  year 
they're  likely  to  drop  28%  more,  to 
$I.80-a  35%  decline  altogether.  Its 
stock  is  down  to  12  from  28  a  few 
years  back.  It's  not  the  earnings  de- 
cline alone  that  clobbered  the  stock, 
though.  The  trouble  is  that  Seabrook 
was  inclined  to  bill  lU  as  a  contra- 
cyclical  growth  company— with  earn- 
ings advancing  inexorably  at  the  rate 
of  15%  a  year  or  higher  into  eternity. 
That  kind  of  late  Sixties  conglomerate 
jazz.  But  he  didn't  deliver  the  gains. 

When  Things  Go  Wrong . . . 

lU  stems  from  a  merger  of  two 
companies  that  Philadelphia's  stock- 
broker-conglomerator  Howard  Butch- 
er used  as  vehicles  for  his  investing 
clients.  When  things  went  wrong 
with  it,  everything  went  wrong  at 
once.  Gotaas-Larsen,  lU's  shipping 
arm,  which  in  1973  earned  $64  mil- 
lion before  taxes  on  $196  million  in 
sales— more  than  half  of  lU's  total  op- 
erating profit— was  murdered  by  the 
collapse  in  tanker  rates  that  followed 
the  1973  oil  boycott.  Then  lU's  53%- 
owned  Hawaiian  sugar  and  real  es- 
tate operation,  C.  Brewer  &  Co., 
boomed  with  the  upsurge  in  sugar 
prices  and  as  quickly  collapsed. 

In  the  end,  even  though  Ill's  truck- 
ing, utihty  operations,  industrial  prod- 
ucts and  distribution  business  were 
up,  they  weren't  up  enough  to  offset 
the  sharp  declines  elsewhere.  This 
year,  lU's  shipping  will  return  to  the 
black  helped  by  the  sale  of  several 


ships.  About  400,000  deadweight 
tons  is  currently  not  in  service— 10% 
of  the  lU  fleet— and  others  are  sailing 
at  charter  prices  that  just  barely  cover 
operating  expenses;  forget  about  de- 
preciation and  interest. 

But  what  comes  down  must  go  up. 
Or  so  Seabrook  hopes.  "I  think  1976 
should  be  the  bottom  year  in  profits 
for  this  company,"  he  says  cheerfully. 
"When  everyone  says  it's  terrible, 
that's  when  it  will  be  great."  Sea- 
brook sees  shipping,  the  company's 
biggest  problem,  as  its  biggest  cur- 
rent opportunity.  "You  can  see  a  re- 
covery in  ocean  shipping  developing," 
he  says,  "because  no  one  is  ordering 
ships,  and  the  world's  economies  have 
begun  growing  again.  It's  inevitable." 
Prices  cannot  go  lower,  he  says,  since 
they  are  now  just  above  the  cost  of 
putting  the  ships  in  lay-up. 

"I'm  sorry  to  see  it,"  Seabrook  goes 
on,  "but  the  U.S.  is  doing  everything 
to  help  us  by  increasing  consump- 
tion and  dependence  on  Persian  Gulf 
oil.  With  imports  from  Canada  and 
Venezuela  tailing  off,  the  percentage 
of  oil  imports  hauled  long  distances 
is  up  astronomically.  AU  you  need  is 
economic  recovery  in  West  Germany 
and  Japan,  and,  migawd,  we'll  be 
right  back  to  boom  times  again." 

Perhaps.  But  there  are  people  in 
the  trade  who  predict  that  excess 
shipping  capacity  won't  be  eaten  up 
before  1980.  Seabrook  brushes  that 
all  jauntily  aside.  When  shipping  does 
swing  back,  he  says,  the  gains  will 
be  so  big  that  lU's  15%  average  an- 
nual increase  in  earnings  will  be  sus- 
tained as  if  the  shipping  slump  had 
never  occurred.  Seabrook  even  sug- 
gests that  today's  troubles  are  a  stim- 
ulus rather  than  a  drag.  Says  he: 
"Some  people  aroimd  here  were  get- 
ting bored,  and  now  couldn't  be  more 
interested.  I  might  be  one  of  those 
people."  ■ 


lU's  $85-million  Hilli,  named  for  an  oasis,  is  still  moored  in  Norway  waiting  for  construction  of  a  gas  liquefaction 
plant  in  Abu  Dhabi.  But  payments  have  already  started  on  its  20-year  contract  to  take  LNG  to  Japan. 
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GIVI  And  Who? 


General  Motors  is  doing  a  deal  with  Balkancar  for 
forklift  trucks  but  it's  really  a  way  into  Bulgaria's 
booming  truck  market.  It's  what? 


By  MARILYN  DAMMERMAN 

Quick  now,  what  country  has  the 
world's  largest  international  trucking 
fleet?  Don't  bother.  You'll  never  guess. 
It's  Bulgaria,  the  Communist  bloc 
country,  Ohio-size,  of  less  than  9  mil- 
lion people,  best  known  for  its  to- 
bacco, food,  wine  and  farm  animals. 

It's  all  in  the  geography.  Bulgaria 
bestrides  the  main  overland  route  be- 
tween Western  Europe  and  the  Mid- 
dle East.  With  ports  in  the  Middle 
East  overloaded  since  the  oil  boom, 
the  land  route  has  taken  on  added  im- 
portance. The  Bulgarians  couldn't  be 
happier.  Business  is  booming  for  the 
state-owned  trucking  company  and, 
as  a  result,  for  another  Bulgarian  en- 
terprise few  in  the  West  have  ever 
heard  of— an  industrial  company  with 
the  fairy-tale  name  of  Balkancar.  Bal- 
kancar, as  it  happens,  is  the  world's 
largest  producer  of  forklift  trucks,  up 
to  50,000  a  year  compared  with 
Clark  Equipment's  43,000. 

In  some  respects,  Balkancar's  pros- 
perity has  more  to  do  with  the  trucks 
it  doesn't  make  than  with  those  it 
does   make.    General    Motors,    which 


signed  an  agreement  with  the  Bulgar- 
ian Ministry  of  Foreign  Trade  only 
last  month,  is  a  latecomer  to  what 
the  other  companies  have  been  doing 
for  years:  selling  heavy-duty  trucks  to 
Bulgaria.  Bulgaria  is  eager  to  buy  top 
quaUty  trucks.  But  like  other  East  Eu- 
ropean countries,  it  needs  hard  cur- 
rency to  pay  for  them.  So  it  stipulates 
that  the  truck-sellers  must  take  and 
sell  some  Balkancars.  Result:  Balkan- 
car  forklifts  are  available  in  the  West 
from  truckmakers  like  Fiat  and  GM. 
The  Bulgarian  trucking  business 
can  only  get  better  and  better.  The 
route  is  so  important  that  Iran  recent- 
ly decided  to  get  in  on  it.  The  Iranian 
and  Bulgarian  governments  have  set 
up  a  joint  trucking  venture  with  a 
fleet  of  4,000  vehicles.  Iran  provides 
the  capital,  Bulgaria  provides  the 
drivers,  as  well  as  a  new  East- West 
highway  across  its  rocky,  mountainous 
terrain  at  a  cost,  says  Director  Gen- 
eral Nikolai  Perpeliev  of  the  Foreign 
Trade  Ministry,  of  "millions"  per  kilo- 
meter. This  will  replace  the  pictur- 
esque but  hazardous  main  route— two- 
lane  blacktop  in  most  places,  cobble- 
stone in  some— that  truckers  now  use. 


Good  location:  With  West-to-East  traffic  booming,  and  with  Middle  East 
ports  overloaded,  Bulgarian  truckers  are  thriving  on  their  overland  routes. 


For  Iran  the  deal  means  an  easing  of 
congested  ports  and  a  direct  line  to 
Western  Europe  for  the  time  when, 
Iranians  claim,  they  will  export  manu- 
factured goods.  For  Bulgaria  it  means 
another  link  with  the  outside  world. 

Even  before  the  Middle  East  oil 
boom  there  was  a  lot  of  West-East 
freight  rolling  over  Bulgaria's  strate- 
gically placed  roads.  The  Bulgarians 
'  early  on  saw  in  their  position  a  source 
of  business  and  sorely  needed  hard 
currency.  They  built  up  the  largest 
truck  fleet  on  the  route— from  Polish, 
Czech  and  Russian  vehicles— and  went 
out  and  undercut  the  market  on  price 
to  get  the  business.  Now  in  these  good 
days  for  freight  to  the  Middle  East, 
Bulgaria  still  has  the  largest  fleet, 
and  they  are  still  competitive  on  price. 

Bulgarian  vehicles  nm  in  both  di- 
rections, too.  Sure  there  isn't  yet  much 
to  carry  from  East  to  West,  taut  there 
is  something:  dates  from  the  Arab 
countries,  pistachio  nuts  and  carpets 
from  Iran,  produce  from  Turkey. 

Bulgaria's  economy  is  directly  pat- 
terned after  the  Soviet's  and  is  heavily 
dependent  on  it.  Since  the  Commu- 
nists took  control  with  Russian  help 
in  1944,  the  country  has  been  trans- 
formed. Once  almost  entirely  rural, 
its  economy  is  more  than  40%  indus- 
trial and  only  28%  agricultural  today. 
Trade  with  the  West,  only  $79  mil- 
lion in  1956,  now  comes  to  $1.6  bil- 
lion a  year.  But  the  current  trade 
deficit  with  the  West  is  $800  million, 
in  addition  to  borrowings  now  total- 
ing more  than  $1  billion.  This,  against 
a  gross  national  product  of  $37  bil- 
lion. The  Bulgarians  are  not  buying 
shoes  and  washing  machines  in  the 
West.  They  are  buying  capital  goods 
—things  like  whole  chemical  plants. 

Getting  The  Order 

Along  with  other  East  Europeans, 
the  Bulgarians  hate  their  reputation 
as  bartercrs  on  world  markets.  "I  am 
not  interested  in  trucks,"  scoffs  Balkan- 
car  Vice  President  Vassil  Alleksiew 
when  asked  about  forklift-for-truck 
deals.  "That  is  the  government's  af- 
fair." But  it  is  his  affair,  too,  because 
the  number  of  Balkancars  he  can  sell 
in  the  West  depends  on  those  trucks. 
Western  companies  know  they  must 
buy  in  the  East  in  order  to  sell  there. 
So  Western  companies  are  providing 
Balkancar  with  an  invaluable  market- 
ing (and  in  some  cases  servicing)  net- 
work—and lending  Balkancar  their 
prestigious  names. 

The  General  Motors  deal  works 
this  way:  When  GM  takes  a  .shipment 
of  Balkancars— cither  for  its  own  use 
or  for  sales  through  independent 
dealers— it  gets  a  trade  credit  in  Bul- 
garia. This  entitles  the  company  to 
sell— for  dollars-Bedford  trucks  from 
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Lift:  Balkancar's  huge  "Sixth  of 
September"  assembly  line  near  Sofia. 


GM's  British  subsidiary.  In  a  strict 
barter  deal,  GM  would  have  to  take 
on  a  dozen  or  more  Balkancars  for 
each  truck  sold.  But  fortunately  for 
GM  the  arrangement  is  looser  than 
that.  GM  has  what  it  calls  a  license 
to  compete— to  market  trucks— and  a 
"moral  obligation"  to  buy  Balkancars. 
Nobody  has  said  how  many. 

Balkancar  has  more  intimate  rela- 
tions with  the  German,  Italian, 
French  and  Swedish  companies.  In 
Italy,  Sibicar,  Balkancar's  venture 
with  Fiat,  is  No.  Two  in  forklifts 
(after  Fiat  itself).  In  such  a  deal, 
Balkancar  and  the  Western  company 
provide  equal  amounts  of  capital, 
with  the  Bulgarians  doing  the  manu- 
facturing, their  partner  the  market- 
ing. Socialist  accounting  may  differ 
from  capitalist  bookkeeping  in  other 
ways,  but  profit  is  still  the  net  of 
revenue  and  costs,  and  these  ventures 
produce  a  profit  that  is  split  evenly 
between  the  partners.  Balkancar  has 
sales  in  64  countries  and  even  some 
assembly  outside  Bulgaria— in  Cuba, 
Turkey,  Singapore  and  Nigeria. 

Aside  from  Italy,  Balkancar  thus 
far  has  not  penetrated  Western  Eu- 
rope very  successfully.  But  without 
these  cooperative  deals  it  would  be 
nowhere  at  all.  Balkancar  is  designat- 
ed forklift  supplier  for  the  whole 
Communist  bloc  under  Eastern  Eu- 
rope's plan  for  economic  integration. 
In  effect,  this  guarantees  sales  of  most 
of  its  output,  though  not  for  the  hard 
currency  Bulgaria  must  have  to  buy 
in  the  West.  On  its  own,  Balkancar  is 
completely  unprepared  to  market  its 
forklifts  in  a  Western  industry  over- 
crowded by  some  160  companies  and 
probably  on  the  verge  of  a  shakeout. 
"We  are  not  afraid,"  booms  the  bar- 
rel-chested Alleksiew.  "We  have  the 
money  of  the  whole  state  behind  us." 

That's  true,  but  it's  not  quite  that 
simple.  The  key  points  of  Bulgaria's 
current  (1976-80)  Five- Year  Plan,  al- 
luded to  on  the  country's  ubiquitous 
billboard  drawings  of  robust  young 
workers,  are  quality  and  profitability. 

Yes,  profitability.  Balkancar  is  a 
profit-making  company  and  Alleksiew 
talks  not  of  politics  but  of  spare  parts 
and  rationalized  production. 

In  a  planned  economy,  though, 
company  profits— all  of  them— go  di- 
rectly to  the  government.  It  is  the 
appropriate  ministry,  in  this  case  ma- 
chine-building, and  not  company 
management,  that  decides  how  much 
money  will  be  allocated  for  capital 
investment.  The  targets  of  the  Five- 
Year  Plan  provide  the  guidelines. 

Bulgarian-style     Communism      ap- 
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Metamorphosis 

in  the 
market. 


In  the  early  1960's,  individual  invest- 
ors accounted  for  10%  of  stock  mar- 
ket volume— institutions  for  only  30%. 
Today,  institutions  account  for  70% 
—  individuals  only  307o. 

That  turnabout  has  changed  the  struc- 
ture of  our  business  enormously. 

While  the  number  of  firms  dealing 
with  the  public  has  steadily  dwin- 
dled, competition  among  the  remain- 
ing firms  has  steadily  increased.  So 
have  the  services  that  brokers  offer. 

In  our  view,  that's  all  to  the  good. 
Competition,  the  toughest  kind  of  com- 
petition, only  works  to  enhance  the 
professionalism  and  value  of  our  ser- 
vices. Expanding  them  permits  us  to 
serve  more  effectively  the  needs  of 
today's  more  sophisticated  investors. 

As  brokers,  we  have  a  century-old 
heritage  of  service  to  individual  and 
institutional  investors.  From  the 
Main  Line  in  Philadelphia  (the  city 
where  we  opened  our  first  office  in 
1873)  to  Main  Street  America.  From 
billion-dollar  pension  funds  to  your 
town's  savings  bank. 

As  investment  bankers  for  corpora- 
tions and  governments  here  and 
abroad,  we  realize  how  paramount  a 
role  investors  of  all    ^i^       .    , 
kinds  play  in  our  free    wImIXiI 

Harris 

Incorporated 


enterprise  system.  Their  capital  and 
their  willingness  to  put  it  to  work 
fuel  the  new  technology,  the  growth 
and  the  jobs  demanded  by  our  econ- 
omy. Private  capital  builds  public 
projects— power  plants,  mass  transit, 
environmental  protection,  schools, 
hospitals.  It  encourages  free  trade 
among  nations  by  funneling  money 
into  the  international  capital  markets. 

As  a  firm,  we  also  realize  that  investors 
should  be  offered  more  than  the  prof- 
it incentive  in  the  wise  investment 
of  their  funds.  They  should  be  as- 
sured of  a  commitment  to  their  best 
interests  from  their  investment  firm. 

That's  why,  during  the  past  decade 
of  change  in  our  business,  we  re- 
structured our  firm.  We  added  sub- 
stantially to  our  capital  base.  We 
expanded  and  diversified  our  invest- 
ment services.  We  built  upon  our 
greatest  strengths— the  quality  of  our 
services  and  individual  attention  to 
our  clients. 

We'd  like  you  to  know  more  about 
Smith  Barney,  Harris  Upham.  You're 
welcome  at  any  of  our  94  offices  in 
the  U.S.  and  overseas.  Or,  if  you  pre- 
fer, we'll  gladly  send  you  a  copy  of  a 
^  new  publication  that  de- 

D3rn©yj    scribes  our  firm  today. 

Upham  &  Co. 


1345  Avenue  ol  The  Americas,  New  York  NY  10019 
94  offices  in  the  US  and  overseas 
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proves  not  only  profits  but  the  profit 
motive.  Just  as  the  most  industrious 
Bulgarian  worker,  theoretically,  gets 
the  most  pay,  the  most  efficient  and 
profitable  industries  are  underwritten 
most  generously  by  the  state.  Balkan- 
car  has  top  competition  in  this  regard. 
Besides  forklifts,  Bulgaria  specializes 
within  Comecon  (the  East  European 
Economic  Community)  in  electronics, 
«  chemicals,  machine  tools  and  ship- 
building. The  electronics  industry— it 
has  the  franchise  for  minicomputers- 
is  especially  favored. 

Perhaps  because  of  the  demands  of 
integration,  labor-short  Bulgaria  has 
sometimes  taken  the  idea  of  econo- 
mies of  scale  to  counterproductive  ex- 
tremes. Balkancar's  Sixth  of  Septem- 
ber factory  (Sept.  6,  1944  saw  a  vio- 
lent strike  at  a  trolley  car  factory; 
three  days  later  the  Russians  ousted 
the  Germans  from  Bulgaria. ) ,  near  the 
capital  of  Sofia,  produces  up  to 
15,000  forklift  trucks  a  year.  The 
plant  is  so  big,  say  Westerners  who 
have  seen  it,  that  the  cost  of  running 
it  probably  outweighs  the  advantage 
of  size.  But  then  bureaucracy  is  East- 
em  Europe's  specialty  and  costs  are 
made  up  in  other  ways.  Bulgarian  fac- 
tory workers  get  generous  social  bene- 
fits and  pay  little  tax  but  take  home 
only  $150  a  month.  Domestic  prices 
are  high  {see  box,  p.  77)  though  there 
is  little  inflation.  That  too  is  planned. 

Trade-offs 

What  is  planned  for  Balkancar? 
What  are  its  intentions  in  the  West? 
And  what  are  its  chances?  Asked 
about  a  report  that  the  company  is 
eying  20%  of  the  West  German  mar- 
ket for  forklifts,  AUeksiew  grins  and 
remarks,  "We  would  like  100%." 

That  would  take  some  doing.  Bal- 
kancar claims  a  range  of  90  electric 
and  internal-combustion  forklift  trucks 
(Clark  has  over  200,  Hyster  Co.  some 
150).  Some  of  Balkancar's  designs  are 
Danish,  many  of  the  engines  are  by 
Britain's  Perkins  and  specifications  on 
brakes  and  other  components  have 
been  altered  to  Western  needs.  But 
most  Western  companies  remain  un- 
impressed. Balkancars  are  said  to  be 
slower  and  have  a  greater  turning  ra- 
dius than  Western  forklifts.  Rubery 
Owen,  a  British  company  that  once 
had  a  purchase  agreement  with  Bal- 
kancar, complains  about  breakdowns. 
And  there  are  only  about  350  service- 
men outside  the  East  trained  and 
equipped  to  fix  Balkancars. 

On  the  other  hand,  there  is  Bal- 
kancar's price— 15%  and  more  below 
Western  market  prices.  "They're  not 
Cadillacs,"  says  one  Western  business- 
man. "But  if  you're  shopping  for  a 
Chevy,  they're  O.K." 

Bulgarians,     of    course,     bridle     at 
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charges  of  shoddy  workmanship,  ad- 
mitting it  was  true  a  few  years  ago 
but  no  longer.  They  well  understand 
how  important  quality  is  in  the  West 
and  are  eager  to  improve.  Balkancar 
as  an  integrated  company  is  only  12 
years  old  and,  like  Bulgaria  itself,  it 
has  come  very  far  very  fast.  Its  econ- 
omy demands  that  it  take  Western 
trade  very  seriously. 

"Balkancar  could  become  a  major 
factor  in  the  West  if  they  can  raise 
quality,"  predicts  a  Briton  in  the  in- 
dustry. Assistance  from  General  Mo- 
tors, Daimler-Benz  and  the  like  can't 
hurt.  Competitors  such  as  Clark  and 
Hyster  say  they  aren't  worried.  May- 
be thcv  should  be.   ■ 


Red  Socks 
And  Rising 
Expectations 


In  the  streets  of  Sofia,  black- 
scarved,  wide-hipped  peasants  in 
grays  and  browns  amble  along  behind 
slim,  Western-dressed  women  who 
have  discovered  the  joys  of  eye  shad- 
ow and  dyed  hair.  Concrete-block 
high-rises  with  wash  hung  on  every 
terrace  shadow  the  low-roofed,  crum- 
bling-stone two-room  flats  that  pass 
for  housing  in  the  overcrowded  towns. 
At  the  big  trade  fair  in  Plovdiv,  the 
showcase  for  Bulgaria's  industrial 
progress,  a  tattered  sheep  herder 
from  the  nearby  hills  approaches  the 
stall  of  a  Western  businessman  to  ask 
.  for  a  prospectus  on  the  sophisticated 
machine  tool  equipment  he  is  selling 
—"to  have  something  to  read  at  night." 

In  short,  Bulgaria  last  month  dis- 
played all  the  contrasts  of  a  society 
undergoing  profound,  jolting  change. 
Though  it  still  has  the  appearance  of 
a  rural  nation,  the  farm  population  is 
fast  diminishing  as  the  young  flee  to 
the  cities.  In  20  years  the  gross  na- 
tional product  has  grown  500%. 

Bulgaria  has  come  so  far  so  fast  by 
focusing  all  the  nation's  energy  on 
that  one  task.  "Building  the  indus- 
trial nation"  is  the  subject  of  the  po- 
litical posters  that  dot  the  country- 
side and  break  the  grayness  of  factory 
facades.  To  be  anti-industry  in  a  coun- 
try like  Bulgaria  is  not  to  be  progres- 
sive but  reactionary. 

The  price  of  rapid  industrializa- 
tion and  of  the  mechanization  of  ag- 
riculture ha»,  of  course,  been  paid  for 
by  a  lag  in  living  standards.  Most  peo- 
ple own  their  own  homes  or  apart- 
ments, and  government  rentals  are 
cheap.  But  housing  is  in  such  short 
supply  that  the  national  complaint  of 
young  people,  well  into  their  20s  and 
even   when   married,   is   still   having 
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America's  second-lar^st  cargo 
port  is  in  a  pretty  surprising  state< 


At  Hampton  Roads,  Virginia,  they 
handled  over  53  million  tons  of  cargo 
last  year.  Second  only  to  New  York. 
And  well  ahead  of  some  other  ports  with 
bigger  names  (but  smaller  capabilities). 

Surprising?  Not  really. 

You  see.  with  five  "pure"  con 
tainei'  berths,  steamship  service 
to  250  foreign  cities  and  hook- 
ups to  strong  highway  and 
rail  systems,  Virginia  s 
leading  port  is  on  its 
way  to  becoming 
America  s  lead- 
er too. 


When  it  happens,  don't 
be  surprised.  Be  here. 
Taking  advantage  of  the 
business  advan- 
tages of  a  pretty 
surprising  state^ 

Virginia. 


Profit  from  the 
Vigor  of  Virginia 


Write:  Frank  Alspaugh,  Div.  of  Industrial  Development,  Rm.  C06  State  Office  BIdg,  Richmond.  Va.  23219  Phone  (804)  786-3791 


We  need  volunteers  just 
as  George  Washington 
needed  them  back  in  1776. 

Volunteers  who  expect 
nothing  but  the  satisfaction 
of  serving  a  great  cause. 

Men  and  women  with 
spirit  and  compassion... to 
fight  a  foe  that  has  killed 
more  Americans  than  all  the 
wars  in  our  history. 

We  need  you ...  to  help  us 
in  the  fight  against  cancer. 

When  you  give  your  time 
and  your  effort  to  your  local 
ACS  Unit,  you  are  making  an 
Investment  that  pays  divi- 
dends In  the  saving  of  lives. 

Your  nearest  Unit  is  anx- 
ious to  hear  from  you.  Vol- 
unteer today. 


AMERICAN  CANCER  SOCIETY- 


"HOW  TO  MAKE  PROFITS 
IN  COMMODITIES" 

By  W.  D.  GANN 

Now  Available 
For  Immediate  Delivery 

$25.00 

Also  being  re-printed  and  soon  available: 

'45  Years  in  Wall  Street'  by  W.D.  Gann 
Truth  of  the  Stock  Tape'  by  W.D.  Gann 

other  market  books  and  courses 
now  availabe: 
'SCIENCE  &  SECRETS  OF  WHEAT  TRADING' 

By  Burton  Pugh 

'TRADERS  INSTRUCTION  BOOK'  By  Burton 
Pugh 

'MASTERING  COTTON'  By  Burton  Pugh 

•A    BETTER    WAY    TO    MAKE    MONEY'    By 

Burton  Pugh  (A  very  good  book  with  section 
on  wheat  trading.) 


HOW  TO  MAKE  PROFITS  IN  PUTS  &  CALLS 

By  W.  D.  Gann 

COURSES   BY  W.   D.  GANN 

The  Gann  Grain  Forecasting  Course 
The  Gann  Stock  Forecasting  Course 
Gann's  Cotton  Forecasting  Course 
Gann's  Egg  Course  and  others. 
Commodity  Charts    (Gann  Method),   Statistic 
Sheets,    and    other   Market    Information    and 
Books. 

For  further  information  and  prices  write: 

LAMBERT-GANN 
PUBLISHING  CO.,  INC. 

BOX  O  POMEROY, 
WASHINGTON  99347 
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PSYCHIC  INCOME. 
AND  WHY  IT  WORKS. 

Many  of  the  most  productive  people  in 
American  business  and  industry  work  for 
our  clients. 

All  have  one  thing  in  common.  As 
participants  in  Maritz-planned  motivation 
programs,  they  earn  psychic  income. 

Psychic  income  —  memorable  and  tangible 
rewards  for  having  shared  in  the  achievement 
of  company  goals  —  can  be  far  more  motivating 
than  monetary  income.  It  is  recognition  for 
extra  effort.  Improved  performance.  Work 
well  done. 

Psychic  income  is  literally  "of  the  mind" 
and,  therefore,  a  powerful  motivator. 

Most  participants  in  our  clients'  motivation 
programs  have  selling  jobs,  but  growing 
numbers  are  production,  clerical  or  service 
personnel. 

When  motivating  people  is  your  responsibility, 
it's  good  to  know  that  Motivating  People  Is  Our 
Business.  _ 

MARITZ  MOTIVATION 

St.  Louis  and  other  major  cities. 


Ernest  Trova  Sculpture  Courtesy  The  Pace  Gallery 


to  live  at  home  with  their  parents. 

Bulgarians  have  a  yen  for  brightly 
colored  clothes,  however  poorly  made, 
and  it  is  not  uncommon  to  see  a  blue- 
serge-suited  official  in  white  shirt  and 
dark  tie  sporting  fire-engine-red  socks. 
The  most  common  woman's  handbag 
is  vinyl,  usually  bright  yellow  or  red. 
It  is  not  entirely  a  matter  of  taste. 
A  browse  through  Sofia's  biggest  de- 
partment store  reveals  a  glut  of  bright 
vinyl  handbags— and  very  few  alter- 
natives. The  average  Bulgarian  in- 
come is  $1,750  a  year,  at  the  official 
rate  of  1  leva  to  $1.  That  makes  gas- 
oline $1.35  a  gallon,  men's  shoes  $20  a 
pair,  a  washer  $500,  a  living  room 
sofa  $1,000.  Food  is  low-priced  but 
the  wide  variety  displayed  in  shop 
windows  is  not  representative  of  the 
stock  to  be  found  inside. 

American  and  English  cigarettes 
are  much  in  demand  even  at  prices 
of  up  to  $1.60  a  pack— even  though 


Sofia   street  scene:   Vinyl    handbags, 
and  other  evidence  of  jolting  change. 


Bulgaria  is  the  world's  largest  export- 
er of  cigarettes  with  brand  names 
like  B.T.  (for  Bulgarian  Tobacco), 
Fluntze  and  Luna.  They  are  not  ex- 
ported to  the  West.  But  Bulgaria  does 
export  tobacco  that  goes  into  Ameri- 
can cigarettes. 

The  Bulgarian  government  is  try- 
ing to  reduce  the  bread  consump- 
tion and  increase  the  meat  consump- 
tion of  its  people,  and  the  most  com- 
mon odor  on  any  street  is  the  smell 
of  highly-seasoned  Bulgarian  "ham- 
burger" frying.  But  the  country  still 
exports  huge  amounts  of  high-quality 
meat  to  Italy  and  elsewhere. 

In  recent  years  most  East  European 
countries  have  been  buying  peace 
and  quiet  on  questions  of  personal 
freedom  with  promises  of  more  and 
better  consumer  goods.  In  Poland 
that  doesn't  work  anymore.  When 
meat  and  other  food  shortages 
brought  dramatic  price  rises  in  that 
supposedly  inflation-free  country  last 
June,  riots  and  demonstrations  forced 
them  down  again. 

But  the  average  Bulgarian  is  prob- 
ably better  off  today  than  he  has  ever 
been.  And  the  Bulgarians  are  by  na- 
ture a  placid  people.  So,  under  the 
watchful  eye  of  Comrade  Chairman 
Todor  Zhivkov,  who  smiles  down 
from  many  a  wall  alongside  Leonid 
Brezhnev  and  the  Red  banner,  there 
is  no  hint  in  Bulgaria  of  the  discon- 
tent that  has  erupted  elsewhere. 

A  quiet  tension  persists,  neverthe- 
less, between  what  the  planners  have 
planned  and  what  the  people  want. 
Except  in  connection  with  studies  and 
jobs,  travel  outside  Eastern  Europe  is 
not  permitted,  and  Western  publica- 
tions are  largely  unavailable  despite 
the  fact  that  many  young  Bulgarians 
speak  at  least  one  Western  language 
and  often  more.  There  are  two  kinds 
of  passports  for  Bulgarian  truck  driv- 
ers, explains  a  British  trucker  who  of- 
ten travels  the  Europe- Middle  East 
route:  "One  for  those  going  east,  one 
for  those  going  west.  Those  going 
west  are  usually  the  ones  with  a  wife 
and  small  children."  Presumably  few 
attempt  to  defect  in  Iran. 

Mismatches  And  Hopes 

Officially,  there  is  a  labor  shortage 
in  Bulgaria.  "Not  exactly,"  says  a 
young  government  economist  in  the 
privacy  of  her  home.  "It's  just  that  the 
jobs  available  are  not  the  jobs  that 
people  want."  For  example,  students 
are  guaranteed  a  job  after  gradua- 
tion, but  they  must  keep  it  for  three 
years  before  changing.  Planned  econ- 
omy or  no,  like  the  U.S.,  Bulgaria  has 
a  surplus  of  psychology  graduates, 
history  graduates  and  the  like.  There 
are  few   chairs   in   the  humanities   in 


the  university  and  competition  is  stiff, 
so  aspiring  graduate  students  simply 
get  what  work  they  can— such  as 
translating,  poster  painting— and  wait 
until  next  year.  What  Bulgaria  wants, 
of  course,  are  engineers  and  especially 
construction  workers.  So  construction 
work  is  one  of  the  most  highly  paid 
occupations  in  the  country— better  paid 
than  medicine  and  law.  But  still  there 
is  a  drastic  shortage.  As  in  the  West, 
psychologists  don't  want  to  lay  bricks, 
whatever  the  pay. 

To  alleviate  the  labor  shortage, 
Bulgaria  has  put  a  tax  on  not  having 
children,  which  both  single  and  mar- 
ried people  must  pay.  But  sexual 
mores  are  relatively  free  among  the 
young  and  birth  control  devices  are 
easily  available.  So  it  is  considered 
positively  peculiar  for  a  Bulgarian 
family  to  have  more  than  two  chil- 
dren. Children  are  a  luxury  for  which 
most  lack  time  (women  make  up  47% 


Sofia  department  store:  A  positive 
yen  for  brightly  colored  clothes. 

of  the  workforce),  space  and  money. 
For  all  the  emphasis  on  industrial- 
ization, it  seems  that  for  at  least  a 
few,  mostly  middle-class  Bulgarians, 
the  post-industrial  era  has  already  ar- 
rived. Aside  from  construction  work- 
ers, the  wealthiest  Bulgarians  are  writ- 
ers, artists  and,  yes,  pop  singers.  In- 
deed, things  have  become  so  West- 
ernized that  some  young  people  talk 
about  dropping  out  of  the  rat  race, 
buying  a  (still  cheap)  house  in  the 
country  and  starting  a  commune, 
come  what  may  for  the  industrial 
nation.  Karl  Marx  would  not  approve. 
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ear  of  flying  is  prevalent  in  varying 
degrees  among  virtually  all  of  us,  and 
for  reasons  almost  as  numerous  as  the 
airplanes  themselves.  It  could  be  a 
deep-set  emotional  fear  such  as  ac- 
rophobia (fear  of  height)  or  claus- 
trophobia (fear  of  confined  spaces).  It 
could  last  the  duration  of  an  entire 
flight  or  crop  up  momentarily  under 
certain  circumstances — takeoffs  and 
landings,  for  Sample;  flying  at  night 
or  in  storms,  or  on  descent  into  a 
high-density  terminal  area  when  one 
starts  thinking  about  conflicting  traffic 
and  all  the  near  misses  he  or  she  has 
heard  about. 

Unfamiliar  sounds  or  sensations 
may  cause  nervousness.  So  can  the 
knowledge     of     a     recent,     well- 


publicized  crash — it  has  been  esti- 
mated that  if  100  persons  are  killed  in 
an  air  accident,  a  "fear  factor"  is 
transmitted  directly  to  at  least  5,000 
other  persons  who  knew  or  were  re- 
lated to  one  or  more  of  the  victims. 
The  truth  is,  however,  that  fear  of 
flying  is  illogical.  It  is  based  primarily 
on  the  greatest  fear  of  all :  death  itself. 
And  what  makes  it  illogical  is  that 
death  is  least  likely  to  occur  in  an  air- 
liner than  in  any  other  form  of  trans- 
portation, or  even  in  supposedly  pro- 
saic activities  like  swimming,  hunting, 
working  with  farm  machinery  and 
boating.  The  annual  fatalities  from  ac- 
cidental falls,  for  example,  are  roughly 
16,000  times  greater  than  the  number 
of  deaths  occurring  in  U.S.  scheduled 


air  transportation. 

It  may  seem  um'air  to  pin  the  label  of 
illogic  on  a  well-educated,  reasonable 
businessman  or  woman  who  usually 
lives  and  works  by  logic.  Yet  it  is  a  fact 
that  most  of  us  are  actually  con- 
ditioned to  be  illogical  in  our  attitudes 
toward  air  safety,  for  two  reasons: 

1.  The  average  person  essentially  is 
self-reliant  and  relatively  indepen- 
dent, yet  in  an  airplane  he  is  totally  de- 
pendent on  the  skills  of  others.  He  ac- 
quires fear  in  an  environment  over 
which  he  has  no  control,  and  in  which 
he  plays  a  completely  passive  role. 
Thus,  we  have  the  classic  paradox  of 
the  person  who  fears  flying  but  not 
driving  his  own  car,  sublimely  over- 
confident in   his  own  skill  and  the 


The  above  text  was  written  by  Robert  i.  Serling  in  cooperation  with  the  Air  Line  Pilots  Association  and  not  by  the  FORBES  Editorial  staff. 
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vveJi-being  of  his  machine — ^which  in 
both  cases  are  considerably  under  the 
level  of  the  airline  pilot  and  the  airline 
vehicle. 

2.  Most  Americans  have  been  fed  a 
steady  diet  of  what's  wrong  in  com- 
mercial aviation,  to  the  almost  total 
exclusion  of  what's  right.  In  other 
words,  they  have  been  taught  to  worry 
about  the  negative  while  their 
"teachers"  blithely  ignore  the  posi- 
tive. Flying  is  by  its  very  nature  an  un- 
familiar dimension  in  which  confi- 
dence has  to  be  the  principal  weapon 
against  fear — confidence  in  every 
facet  from  pilots  to  machines,  from  air 
traffic  control  to  maintenance. 

But  if  the  average  air  traveler  judges 
air  safety  by  what  he  reads,  sees  or 
hears,  he  could  be  forgiven  for  never 
stepping  foot  in  an  airplane.  For  nearly 
two  decades  he  has  been  propagan- 
dized into  believing  that  airline  flying 
is  dangerous.  Books  with  such  woe- 
fully over-sensationalized  titles  as  Air- 
line Safety  Is  a  Myth,  Safety  Last  and  It 
Doesn't  Matter  Where  You  Sit  have  de- 
liberately given  the  impression  that 
every  airline  trip  involves  frightening 
risk.  Numerous  television  "specials" 
have  tried  to  brainwash  the  public  into 
believing  that  both  the  airlines  and  the 
Federal  Government  are  indifferent 
toward  air  safety  problems.  And  the 
news  media,  printed  and  visual  alike, 
consistently  have  painted  a  gloomy 
picture  of  chaos,  controversy  and 
chilling  hazards — a  situation  in  which 
the  various  elements  of  commercial 
aviation  are  invariably  portrayed  as 
feuding,  quarrelingand  buck-passing. 

Buried  under  this  drumbeat  of 
doom,  most  of  us  care  little  about  the 
fact  that  a  passenger  has  a  99.99998  per 
cent  chance  of  completing  any  flight 
safely  (a  statistic  based  on  the  1975 
scheduled  airline  fatality  rate).  We  are 
more  concerned  about  that  00.00002 
per  cent  possibility,  which  air  safety 
critics  have  distorted  into  what  seems 
to  be  a  far  greater  probability.  But 
statistics,  after  all,  are  a  pretty  good 
yardstick  because  they  examine  the 
positive  along  with  the  negative.  For 
example: 

1.  The  airline  fatality  rate,  on  the 
basis  of  deaths  per  100  million 
passenger  miles  flown,  has  declined 
steadily  since  the  government  began 
keeping  accurate  records  in  1937. 
The  fairest  perspective  is  gained  by 
using  a  five-year  average.  In  1937-1941 
the  five-year  average  was  2.81;  it 
dropped  substantially  during  the  fol- 
lowing seven  five-year  periods  to  .09 
in  1972-1976. 

2.  In  the  first  two  years  of  the  jet 
age,  1959  and  1960,  the  new  turbine- 
powered  aircraft  averaged  one  fatal 
accident  for  every  150,000  hours 
flown.  By  1975,  the  world  rate  was  a 
million     hours     per     fatal     crash 


Two  Thousand-Plus  U.S.  Scheduled  Airliners  Average  13,000  Flights  Daily. 


worldwide,  and  the  U.S.  airlines  were 
flying  some  2.5  million  hours  per  acci- 
dent. 

3.  Basedon  the  1975  U.S.  airline  ac- 
cident rate,  you  could  fly  more  than 
300  million  miles  before  the  so-called 
law  of  averages  catches  up  to  you  in 
the  form  of  a  fatal  crash. 

4.  U.S.  airlines  in  the  past  five  years 
have  averaged  nearly  two  million  safe 
flights  for  every  fatal  accident. 

The  statistics  add  up  to  one  salient 
fact  ignored  by  the  voices  of  doom: 
traveling  on  a  regular  transport  plane 
is  considered  so  safe  that  even  those 
Americans  who  fly  most  frequently — 
pilots  and  stewardesses — pay  no 
higher  life  insurance  premiums  than 
people  engaged  in  far  more  prosaic 
occupations. 

Improvements  in  flight  safety 
came  about  largely  because  of  coop- 
eration among  the  various  groups  in 
commercial  aviation,  including  those 
factions  which  admittedly  have 
crossed  bitter  swords  on  occasion.  No 
better  example  can  be  found  than  the 
mutual  efforts  toward  greater  safety  of 
the  airlines  than  the  men  who  fly  their 
silver  birds. 

The  Air  Line  Pilots  Association 
(ALPA)  represents  some  37,000  profes- 
sional airline  pilots  who  can  be  quite 
persistent  in  their  demands  for  im- 
provement in  flight  safety.  It  is  not  al- 
ways understood  that  ALPA  is  a  profes- 
sional organization  with  considerable 
technical  skills  and  whole-hearted  de- 
votion toward  improving  safety.  The 
Association  spends  upwards  of  $1  mil- 
lion a  year  on  various  safety  projects 
and  more  often  than  not  finds  itself 
working  side  by  side  with  airline  man- 
agement on  behalf  of  safety  proposals 
delayed  by  bureaucratic  or  congres- 
sional foot-dragging.  The  pilot's  quar- 
rels with  management,  however,  get 
far  more  voluminous  coverage  than 


the  instances  in  which  they  and  their 
companies  are  working  together. 

To  cite  one  major  case,  ALPA  and  the 
Air  Transport  Association — ATA  repre- 
sents the  U.S.  scheduled  airlines — 
fought  for  modernization  of  the  air 
traffic  control  system  long  before 
Congress  got  around  to  voting  the 
necessary  funds.  It  took  several  mid- 
air collision  disasters  to  force  govern- 
ment action — tragedies  which  the  air- 
lines and  their  crews  had  been  warn- 
ing would  occur. 

Pilot/airline  pressure  has  led  to  gen- 
eral adoption  of  such  safety  innova- 
tions as  standardization  of  cockpit  in- 
struments, reversible  propellers, 
flashing  anti-collision  lights,  and  "cen- 
terline"  approach  lights  at  airports  (a 
system  invented  by  an  airline  captain, 
as  were  strobe  anti-collision  lights).  An 
ALPA-sponsored  survey  of  airport 
fire/rescue  facilities  was  the  first  ever 
conducted  in  the  U.S.  and  led  to  some 
badly-needed  improvements. 

It  was  a  group  effort  that  resulted  in 
stricter  safeguards  for  carrying 
hazardous  materials  by  air.  Air  freight, 
which  in  the  past  15  years  has  literally 
exploded  in  scope,  expanded  with  lit- 
tle attention  paid  to  the  nature  of  what 
was  being  carried — such  as  some  2,000 
individual  types  of  medical  and  chem- 
ical products  that  could  prove  hazard- 
ous in  flight.  Two  airline  pilots  con- 
ducted their  own  investigation  of  the 
problem  and  produced  data  suffi- 
ciently alarming  to  result  in  industry- 
wide reforms — better  employee  train- 
ing, more  care  in  packaging,  labeling 
and  handling,  and  an  outright  ban  on 
certain  materials,  all  led  to  what  pilots 
believe  are  "acceptable  levels." 

Cooperation  in  air  safety  goes  far 
beyond  management-pilot  relations. 
Every  major  air  safety  meeting,  semi- 
nar or  convention  will  find  in  atten- 
dance representatives  from  all  mem- 
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The  people  who  certify 

every  airplane  in  the  country 

bought  15  from  us. 

That's  Rockwell  technology  for  you. 


he  Federal  Aviation  Administra- 
ion  Itnows  airplanes — they're 
the  people  who  certify  every  civil 
and  commercial  aircraft  sold  in 
the  U.S. 

Who  did  they  turn  to  for  their  own 
fleet  of  Flight  Inspection  aircraft 
'    help  make  the  skies  safer  for 
you?  Bockwell.  They  bought  15 
specially  modified  Rockwell 
Sabreliner®  75A  business  jets. 
With  good  reason. 


Sabreliners  are  flown  by  more 
U.S.  government  agencies  than 
any  other  business  jet.  Overall,  a 
fleet  of  nearly  500  military,  gov- 
ernment and  business  Sabres 
flies  more  than  300,000  miles 
daily  —  more  than  many  airlines. 

What's  behind  these  Impressive 
Sabreliner  credentials?  Rockwell 
technology.  Technology  that's 
paying  dividends  in  Aerospace 
products  and  in  down-to-earth 
Consumer,  Electronics,  Automo- 
tive and  Industrial  products  from 
Rockwell. 

That's  our  goal:  to  use  Rockwell's 
technology  to  make  ail  our  prod- 
ucts work  harder  —  and  befter  — 
for  you. 


Rockwell 
Internationa 


.wh|r||jp^flets  down  to  business 


For  more  about  us,  write  for  our  annual  report.  Rockwell  International,  Dept.  815R,  600  Grant  Street,  Pittsburgh,  PA  15219. 


ReynoIds...the  metal,  the  capabilities 
to  make  new  ideas  fly. 
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The  aircraft  industry  can  call  on  a  number  of  producers  for  its 
aluminum.  But  over  the  years,  it  has  often  turned  to  Reynolds 
—for  the  metal,  the  technology,  and  the  production  capabilities 
to  meet  its  toughest  assignments. 

Reynolds  earned  this  leadership  with  continuous  effort  in 
alloy  development  and  research,  by  working  closely  with  air- 
craft designers  and  engineers,  and  by  developing  a  remarkable 
production  capability. 

The  photos  above  show  just  a  few  examples  of  Reynolds 
involvement  in  today's  aircraft-aerospace  industry:  from  the 
McDonnell  Douglas  Corporation's  DC- 1 0  to 

NASA's  Space  Shuttle  Transportation  Sys-  B^^i^nV  REYlNrOIjDS 
tern  which  includes  the  orbiter  spacecraft  ■^K|j||l  "''"■'^c  "'•"'  *<*<•<'•>  'a*"'  «'"'/"•  ■" 
built  by  Rockwell  International  and  its  ex-  IC^^^M  ALXJI^INXJIVI 
ternal  tank  built  by  Martin  Marietta  Corpora- 


tion—and from  the  Grumman  Aerospace  Corporation's  F-14 
fighter  to  Beech  Aircraft  Corporation's  Super  King  Air. 

Aluminum  from  Reynolds  forms  fuselages  and  wingskins, 
bulkheads,  structural  parts,  tubing,  fuel  tanks,  panels,  and 
hundreds  of  other  parts.  And  the  aluminum  we  supply  is  often 
produced  to  the  most  demanding  specifications.  Reynolds 
produced  and  machined  aluminum  plate  panels  for  DC- 10 
wingskins,  for  example,  that  were  as  long  as  1 ,003  inches  with 
as  many  as  18  different  planes  and  tapers  on  a  single  piece. 
And  it  was  milled  as  thin  as  .080  inches. 

For   the   experience,   know-how,   and 

facilities  that  it  takes  to  help  make  today's 

aircraft  ideas  fiy,  you  can  look  to  Reynolds. 

Reynolds  Metals  Company,  P.O.  Box  LH, 

Richmond,  Va.,  23261. 
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The  worlds 

most  reliable 


big  jetliner 


is  also  the  quietest. 


According  to  the  airlines,  the  Lockheed  L-1011 
TriStar  has  achieved  over  98%  mechanical  dispatch 
reliability,  after  515,000  hours  in  the  sky* 

(That's  another  way  of  saying  "on  time  departures!') 

Which  gives  the  TriStar  the  best  reliability  record  of 
all  big  jetliners. 

TriStar  is  also  the  quietest  of  all  big  jetliners,  as 
certificated  by  the  FAA. 


People  on  the  ground  notice  the  quiet  of  TriStar. 
The  plane  is  noticeably  quieter  to  those  within  its  take- 
off pattern. 

And  it  has  the  smallest  take-off  noise  patterns  of  all 
big  jets. 

For  your  next  trip,  ask  your  travel  agent  or  your 
travel  department  to  put  you  on  the  most  reliable 
and  quietest  big  jet  in  the  world. 


'Mechanical  delays  greater  than  15  minutes  plus  cancellations,  as  classified  by  L-1011  customer  airlines. 


Lockheed  L-lOU  TriStar 
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bers  of  commercial  aviation's 
t<rinily— nirlines,  general  aviation, 
government  regulatory  agencies, 
unions,  airframe  and  engine  manufac- 
turers, electronics  firms  and  survival 
gear  specialists,  to  name  a  few.  Liter- 
ally, these  groups  are  "friendly  adver- 
saries," frequently  disagreeing  on  the 
means  but  usually  in  complete  agree- 
ment on  goals. 

The  Flight  Safety  Foundation,  a 
non-profit  organization  engaged  in 
various  research  projects,  has  a  diver- 
sified  membership  that  includes  94 
U.S.  and  foreign  carriers,  ALPA,  vari- 
ous aviation  manufacturers,  govern- 
ment groups  and  numerous  other  as- 
sociations directly  related  to  aviation. 
Nowhere   is  the  "friendly  adver- 
saries '   attitude   more   pronounced 
than  in  the  field  of  accident  investiga- 
tion.  By  law,  crash  probes  are  en- 
trusted to  the  National  Transportation 
Safety  Board  (NTSB)  whose  100-man 
Bureau  of  Aviation  handles  the  actual 
field  investigations.  The  complexities 
of  the  modern  airliner  and  air  traffic 
control  system  are  such,  however,  that 
neither  NTSB  nor  its  staff  of  experts 
possess   the  technical   manpower 
depth  required  by  an  accident  probe. 
Thus  was  developed  the  "team  con- 
cept" in  which  a  Bureau  official  heads 
a  team  of  outside  experts  assigned  to 
each  phase  of  the  investigation  from 
power  plants  and  structures  to  air  traf- 
fic control   flight  operations  and 
human  factors.  One  team  for  example, 
might  include   representatives  from 
FAA,  pilots,  controllers,  the  airline  in- 
volved, the  airframe  manufacturer  and 
the  flight  attendants'union. 

All  members  of  the  team  cooperate 
in  determining  the  answers  to  the 
three  key  questions:  what  happened, 
why,  and  what  can  be  done  to  keep  it 
from  happening  again?  The  answers, 
obviously,  are  not  always  in 
agreement — there  is  at  times  a  natural 
inclination  by  the  "interested  parties" 
to  defend  themselves  when  it  comes 
to  pinpointing  responsibility.  But 
while  their  views  may  be  somewhat 
subjective,  taken  as  a  whole  they  tend 
to  broaden  the  NTSB's  own  appraisals 
and  in  that  sense,  lead  to  more  objec- 
tivity. It  is  not  unknown  for  one  of  the 
"interested  parties"  to  uncover  evi- 
dence that  influences  the  NTSB  to 
change  or  modify  a  "probable  cause" 
finding — the  pilots  alone  have  won  re- 
versals in  at  least  three  cases  involving 
alleged  pilot  error  and  more  are  cur- 
rently under  review. 

The  team  concept  works  largely  be- 
cause of  an  aviation  fact  of  life: 
namely,  there  seldom  if  ever  is  a  single 
cause  of  an  air  disaster.  Rather,  acci- 
dents result  from  a  culmination  of  var- 
ious errors,  omissions,  assumptions 
and  complacency  on  the  part  of  the 
many.  No  one  factor  is  totally  respon- 


Cround-Based  Services-Such  As  Busy  Air  Traffic  Control  Center,  Above-Are  Essential  To  Safety. 


sible  for  what  eventually  happens. 
Pilot  error  is  the  most  frequent  causal 
factor,  but  the  presence  of  the 
"friendly  adversaries"  has  resulted  in 
much  deeper  digging  into  what  led  up 
to  a  human  mistake — such  as  in- 
adequate airport  facilities  or  instruc- 
tions from  a  controller  that  were  not 
quite  clear  or  too  easily  subject  to  mis- 
interpretation. Accidents  stem  from  a 
sequence  of  events  brought  together 
under  a  final  set  of  circumstances;  the 
former  is  the  dynamite  and  the  latter  a 
lit  fuse. 

The  very  phrase  "pilot  error"  is  to  an 
airline  pilot  what  Marching  Through 
Georgia  is  to  a  resident  of  Atlanta. 
There  have  been  two  recent  crashes  in 
which  the  recorded  cockpit  dialogue 
prior  to  impact  indicated  an  alleged 
lack  of  concentration  and  attention  to 
duties  on  the  part  of  the  flight  crews.  It 
was  only  too  natural  for  the  press  to 
leap  on  these  transcripts — and  the 
wide  dissemination  of  the  tapes  gave 
the  impression  that  cockpit  discipline 
generally  was  sloppy  throughout  the 
entire  industry.  Even  if  these  two  flight 
crews  were  guilty,  the  over- 
generalized  inference  was  unfair;  in 
no  other  profession  are  performance, 
adherence  to  professional  standards 
and  technical  skill  monitored  as  rigidly 
as  they  are  in  the  airline  industry. 

The  disproportionate  attention 
given  to  aviation's  negatives  is  demon- 
strated clearly  by  the  unhappy  story  of 
the  DC-10.  Make  no  mistake  about  it: 
this  wide-bodied  jet  is  a  superb 
machine,  vastly  admired  by  those  who 
fly  it.  The  widely-publicized  flaw  in  its 
cargo  door,  which  resulted  in  the 
worst  single  crash  in  aviation  history, 
admittedly  was  inexcusable — it  was  a 
design  mistake  that  should  not  hav^ 
been  made,  and  one  compounded  by 
a  series  of  additional  errors  committed 


on  the  assembly  line,  within  the  Fed- 
eral Aviation  Administration,  and  on 
the  ground  by  a  mechanic  who  failed 
to  close  the  door  properly. 

There  have  been  two  books  written 
on  the  DC-10  and  a  third  reportedly  is 
in  preparation.  The  first,  an  avowed 
hatchet  job,  contained  so  many  factual 
errors  that  the  publisher  escaped  libel 
action  only  by  agreeing  to  insert  cor- 
rections in  all  unsold  copies.  Every- 
thing written  to  date  about  the  DC-10, 
however,  has  one  omission  in  com- 
mon: nothing  is  mentioned  about 
flaws,  weaknesses  and  potential 
hazards  that  the  DC-10's  incredibly 
thorough  test  program  did  uncover 
before  the  aircraft  was  certified. 
Again,  the  negative  was  accentuated 
while  the  positive  was  ignored.  One 
tragic  accident  blackened  not  only  the 
DC-10's  reputation  but  that  of  the  Fed- 
eral certification  program  as  well.  The 
DC-10  does  not  deserve  to  be 
whitewashed,  but  neither  does  it  de- 
serve to  be  permanently  branded — 
which  was  the  chief  residue  of  the 
plethora  of  articles  and  books  written 
on  that  one  crash. 

The  closing  of  ranks  in  a  safety  crisis 
is  typical  of  aviation.  It  took  unprece- 
dented government-industry  cooper- 
ation to  solve  the  mystery  of  the  Lock- 
heed Electra  some  years  ago.  At  one 
stage  of  the  investigation,  Lockheed 
actually  was  using  Boeing  and  Douglas 
engineers  and  equipment  to  help  un- 
ravel the  mysterious  flaw  that  caused 
two  fatal  Electra  crashes — eventually 
traced  to  abnormal  flutter. 

Almost  every  air  tragedy  generates  a 
climate  of  crisis  in  which  alarm  bells 
are  rung  by  the  news  media.  The  dedi- 
cation of  the  press  to  airing  controver- 
sy and  righting  wrongs  cannot  be  chal- 
lenged, but  there  have  been  occasions 
when  both  the  press  and  Congress 
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'Cleared  for  take-off/" 

A  simple  set  of  words  repeated  thousands 
of  times  daily  at  airports  all  over  the 
world.  But  there  are  complex  jobs  to  be 
performed  by  many  people  before, 
during,  and  after  this  simple  phrase 
to  make  it  sound  so  simple.  And  that's 
why  we  at  Texaco  salute  the  Aviation 
Industry  for  the  outstanding  work  done 
by  all  its  people  in  maintaining  a  most 
safe,  most  efficient  worldwide 
transportation  system. 

Everyday,  millions  of  people 
depend  on  air  transportation.  Texaco  is 
helping  to  serve  their  needs— providing 
the  International  Aviation  Market 
with  quality  products  and  services  to 
assist  the  Aviation  Industry  in  maintaining 
their  high  standards. 


V..V.  '^ 


Sometimes  our  margin  for  error 
is  very,  very  small. 

Torrington,  the  company  that  pioneered  the  drawn  cup  needle  bearing . . .  produces  every  basic 
type  of  anti-friction  bearing . . .  manufactures  at  more  than  30  worldwide  locations . . . 
maintains  international  distribution  and  service  through  65  sales  offices. . . 
constantly  pursues  a  program  of  research  and  development  aimed  at  furthering  bearing 
technology  and  retaining  our  position  of  world  leadership. 

When  you  buy  Torrington  you  get  product  superiority  and  more ...  a  thoroughly  trained  sales 
force  backed  by  technical  service  specialists. .  .an  innovative  company  that  delivers 
economical  solutions  to  your  design  problems.  We  may  have  produced  the  solution  before 
you've  told  us  the  problem.  Your  Torrington  sales  engineer  is  trained  to  work  with 
you  from  the  start.  Put  him  to  work  for  you  right  now.  The  Torrington  Company, 
Bearings  Division,  Torrington,  Connecticut  06790. 


TORRINaTON  BEARINGS 
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have  jumped  at  conclusions  and  de- 
manded reforms  before  anyone  knew 
what  really  needed  reforming.  In  such 
a  climate,  disagreements  among  ex- 
perts on  what  should  or  should  not  be 
done  are  inevitable — and  this,  in  turn, 
feeds  the  public's  uncertainties  and 
fears.  Warnings  of  pending  disasters 
by  one  group  and  reassurances  by 
another  can  befuddle  the  average  air- 
line passenger,  who  doesn't  know 
which  side  to  believe.  The  trouble  is 
that  few  laymen  understand  the  sub- 
tleties and  purposes  behind  public 
debate  among  specialists.  The 
passenger  usually  will  lean  toward  the 
pessimistic  view — being  inherently  if 
illogically  influenced  already — and 
swallows  whichever  headline  is  the 
largest,  blackest  and  scariest.  Unfor- 
tunately, the  full  story  and  final  con- 
clusions of  such  debates  are  not  al- 
ways published  because  they  lack  the 
dramaof  controversy  to  rate  coverage. 

Almost  any  Congressman  can  wm 
himself  newspaper  space  or  air  time 
on  a  newscast  by  demanding  action  on 
some  air  safety  issue.  The  FAA  Is  a  nat- 
ural and  favorite  target — any  45,000 
man  agency  is  going  to  suffer  from  oc- 
casional bureaucratic  bungling,  pro- 
crastination and  ineptness.  But  in  the 
aviation  community,  the  FAA  is  just 
one  of  those  "friendly  adversaries" 
which  admittedly  makes  mistakes  but 
overall  tries  hard  to  work  with  all  seg- 
ments of  aviation.  Frequently,  it  takes 
undeserved  raps.  A  few  years  ago,  two 
fatal  airline  crashes  occurred  at  a  small 
Pennsylvania  airport  which  was  not 
equipped  with  an  Instrument  Landing 
System.  The  FAA  was  attacked  bitterly 
for  not  putting  ILS  into  this  particular 
facility.  It  turned  out  the  agency  had, 
indeed,  allocated  funds  for  the  in- 
stallation but  under  pressure  of  a  law- 
maker from  Florida,  it  had  reallocated 
the  money  so  an  airport  in  that  state 
could  get  ILS  first. 

Because  the  FAA  is  responsible  for 
operating  the  nation's  Air  Traffic  Con- 
trol system,  it  is  extremely  vulnerable 
every  time  there  is  a  near-miss,  traffic 
delays  or  anything  else  that  goes 
wrong  with-ATC.  Some  criticism  un- 
doubtedly is  justified,  but  here  again  it 
seems  only  fair  to  look  at  the  positive 
instead  of  dwelling  entirely  on  the 
negative.  It  is  true  there  are  too  many 
near-miss  incidents  caused  by  human 
and  technical  weaknesses  in  a  system 
that  monitors  and  guides  some  200,000 
daily  flighty  using  the  nation's 
airspace. 

It  also  is  true,  however,  that  ATC  is 
like  a  giant  safety  valve;  it  will  not  ac- 
cept any  more  traffic  than  it  can  safely 
handle.  Essentially,  then,  ATC  creates 
more  delays  than  actual  danger.  Amid 
all  the  cries  of  "crowded  skies"  and 
"scores  of  near-collisions  daily,"  air- 
line passengers  might  well  judge  the 


performance  of  ATC  by  the  astronom- 
ical odds  against  transport  planes  col- 
liding either  with  themselves  or  with 
private  and  military  aircraft. 

The  airlines  operate  some  13,000 
daily  flights.  In  the  past  five  years, 
there  have  been  three  collisions  in- 
volving carrier  aircraft  in  which 
fatalities  were  involved — two  in  the  air 
and  the  third  on  the  ground.  In  that 
same  five-year  period,  there  were 
more  than  20  million  scheduled 
flights.  This  comes  down  to  one  fatal 
collision  for  every  3.3  million  flights, 
and  one  fatal   mid-air  collision   for 
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every  five  million  flights.  Somebody 
must  be  doing  something  right. 

The  so-called  "near  miss,  "  of 
course,  is  another  matter  and  one  of 
concern  because  most  near  collisions 
result  from  a  system  error — human  or 
mechanical.  Yet  here  is  just  one  more 
area  in  which  cooperation  has  become 
a  way  of  life.  The  FAA  has  established 
an  Air  Traffic  Advisory  Committee 
composed  of  airline  and  private  pilots, 
airline  engineers,  controllers,  FAA 
specialists  and  members  of  other 
user/operations  organizations.  The 
Committee  provides  the  FAA  with  in- 
formation and  advisory  services  re- 
garding any  proposed  changes  in  the 
system  or  ATC  procedures,  and  makes 
sure  the  agency  is  made  aware  of  sys- 
tem weaknesses  either  already  de- 
tected or  potential. 

In  addition  to  the  advisory  group  is  a 
special  reporting  system  instituted  by 
the  National  Aeronautics  and  Space 
Administration,  with  FAA  and  industry 
approval.  Ever  since  the  post-World 
War  II  years  when  mushrooming  air 
traffic  created  control  problems,  pilots 
have  been  reluctant  to  report  near 
misses  for  fear  of  official  reprisals.  In 
April  1976,  NASA  established  a  means 
by  which  pilots  and  controllers  could 
report  ATC  errors  with  complete 
immunity — NASA  being  a  neutral 
party  with  no  axes  to  grind  nor  puni- 
tive inclinations.  The  result  in  the  first 


six  months  of  this  experiment  has 
been  a  steady  flow  of  vital  safety 
information — and  just  one  more  in- 
stance of  cooperation  during  what  was 
once  a  breeding  ground  for  mutual 
animosity.  Incidentally,  news  media 
coverage  of  this  major  air  safety  de- 
velopment has  been  virtually  nil. 

It  must  be  admitted  that  to  many  in 
aviation,  air  safety  progress — impres- 
sive though  it  may  be — still  is  woefully 
slow  at  times.  Pilots,  who  like  to  point 
out  dryly  "we're  the  first  ones  at  the 
scene  of  an  accident,"  get  especially 
impatient.  It  is  difficult  to  explain  why 
a  technology  that  can  put  men  on  the 
moon  and  cameras  on  Mars  can't  solve 
all  air  safety  problems  literally  over- 
night. 

In  some  respects,  of  course,  the  de- 
gree of  progress'  pace  is  dependent 
on  compromise.  Airline  management, 
beset  by  booming  operating  costs, 
must  weigh  total  risk  against  financial 
capability.  Yet  there  is  far  more 
agreement  between  pilots  and  their 
bosses  regarding  safety  than  one 
might  gather;  the  areas  of  confronta- 
tion are  guaranteed  to  attract  the 
widest  publicity,  whereas  the  more 
frequent  instances  of  pilots  and  man- 
agement pounding  on  regulatory 
doors  to  get  action  go  by  unnoticed. 

In  50  short  years,  the  U.S.  airlines 
have  gone  from  a  handful  of  mail 
planes  worth  a  few  thousand  dollars  to 
an  industry  employing  some  300,000 
persons,  operating  a  fleet  of  2,200 
modern  aircraft  valued  at  more  than 
$16  billion  and  carrying  well  over  200 
million  passengers  annually.  Before 
the  DC-3  revolutionized  air  travel  by 
making  it  profitable  to  haul  people  in 
greater  safety,  the  airlines'  fatality  rate 
was  12-hundred  times  worse  than  the 
railroads',  800  times  greater  than  inter- 
state buses,  and  20  times  higher  than 
the  family  automobile.  Today  air  travel 
is  the  safest  of  all  modes  (see  chart, 
this  page). 

Secretary  of  Transportation  William 
T.  Coleman,  Jr.,  recently  said,  "We 
have  done  a  great  deal  at  the  Federal 
level,  over  the  years,  to  enhance  air 
safety,  and  the  industry  has  contrib- 
uted enormously;  but  in  the  final 
analysis  WE  who  travel  by  air  can  take 
airline  flight  safety  for  granted  be- 
cause those  who  fly  the  planes  DO 
NOT. " 


Robert  I.  Serling  has  earned  high  credi- 
bility as  a  flight  safety  reporter  and  analyst. 
He  is  former  aviation  editor  of  United  Press 
International  and  the  author  of  several 
books  on  air  safety  including  THE  PROBA- 
BLE CAUSE,  THE  ELECTRA  STORY  and 
LOUD  AND  CLEAR.  He  is  an  associate 
member  of  the  Society  of  Air  Safety  Inves- 
tigators and  a  member  of  the  Flight  Safety 
Foundation's  Board  of  Governors.  His  writ- 
ings and  views  on  air  safety  problems  have 
earned  him  numerous  awards. 


"The  above  text  was  written  by  Robert  i.  Serling  In  cooperation  with  the  Air  Line  Pilots  Association  and  not  by  the  FORBES  Editorial  staff." 


Nobody  else 
can  offer  you  this  range. 


Ours  IS  a  hard  working  family. 
A  range  of  three  aircraft  that  gets  on 
with  the  job  and  makes  little  noise 
doing  it.  So  effectively  in  fact  that  it 
covers  every  short-haul  need  in  the 
book  and  at  the  same  time  keeps  well 
inside  FAA  noise  regulations. 
Whatever  the  traffic  pattern,  route  net- 
work or  operating  conditions,  we  have 
an  aircraft  to  take  the  task  in  its  stride. 
And  do  it  profitably.  Consider  each 
member  of  this  remarkable  family. 
You'll  see  why  we  lead  the  short- 
haul  field. 

The  F  27  Friendship.  The  world's 
most  successful  turboprop  airliner. 

Economy.  Versatility.  The  two  fore- 
most reasons  why  the  F  27  has  been 
chosen  by  144  operators  throughout 
the  world.  It's  economical  because 
despite  high  cruising  speed  it  goes 


easy  on  the  fuel.  While  low  structure 
weight  means  it  can  carry  40-56 
passengers  or  12,000  lb.  of  cargo  over 
ranges  up  to  1,100  n.  m.  Versatile? 
Well,  apart  from  passenger  and  cargo 
services,  it's  being  used  by  govern- 
ments and  international  organisations, 
as  a  business  aircraft  and  for  rescue 
and  survey  missions. 

The  VFW  61 4.  The  most  economical 
way  to  join  the  jet  set. 

A  feeder  jet  that  will  rapidly 
.replace  propeller  aircraft  on 
short-haul,  low  density  routes.  It  can 
land  on  any  airstrip,  including  semi- 
prepared  fields.  It  needs  no  special 
ground  facilities.  Uses  little  fuel  and  has 
a  low  break-even  point.  For  up  to  44 
passengers  it  has  all  the  advantages  of 
big  jet  comfort.  And  for  you,  all  the 
advantages  of  small  jet  economy. 


F  28.  The  jetliner  that  makes 
a  profit  where  others  no  longer  can. 
With  room  for  65-85  passengers  in 
spacious  comfort  the  F  28  is  a  profit- 
able addition  to  any  fleet. 

But  unlike  other  jets  it  can  operate 
economically  with  load  factors  as  low 
as  30%. 

It  offers  high  speed  transportation 
on  secondary  routes.  Self-sufficiency 
gives  quick  turnround  times  on  airfields 
with  limited  ground  facilities.  Low  fuel 
consumption  and  low  maintenance 
cost  ensure  high  profit  potential. 


^iFVy-FOKKEtl 

The  short-haul  specialists. 


Fokker-VFW  International  bv,  P.  O.  Box  7600,  Schiphol-Oost,  the  Netherlands,  Telex:  FINT  11 526. 
North  American  Division.  Suite  906.  2361  Jefferson-Davis  Highway,  Arlington,  Virginia  22202,  US. A, Telex:  FINT  AGTN  899462 


Faces  Behind  the  Figures 


The  Last  Firestone 

By  the  end  of  the  year  there  will 
be  no  more  Firestones  in  the  man- 
agement of  the  Firestone  Tire  &  Rub- 
ber Co.,  the  nation's  second-largest 
tire  producer. 

Chairman  Raymond  C.  Firestone, 
68,  the  last  son  of  founder  Harvey  S. 
Firestone  active  in  top  management, 
retired  in  September.  His  nephew, 
Kimball  Firestone,  42,  vice  president 
for  governmental  relations  in  Wash- 
ington, D.C.,  says  he  will  leave  by 
1977  to  go  into  business  for  himself. 

Although  the  younger  Firestone 
will  continue  to  serve  on  the  board  of 
directors  (the  family  still  owns  or  con- 
trols about  18%  of  Firestone's  57.2 
million  common  shares),  his  depar- 
ture will  leave  the  company  without 
a  Firestone  in  management  for  the 
first  time.  Raymond  Firestone  was 
succeeded  as  chairman  by  Richard  A. 
Riley,  60,  who  stepped  up  from  presi- 
dent after  37  years  with  the  company. 

Says  Kimball:  "Our  company  is  real- 
ly not  a  family  company  anymore, 
and  there's  a  certain  amount  of  frus- 
tration in  accommodating  your  own 
interests  to  the  requirements  of  a  big 


corporation— and  vice  versa.  It's  really 
something  that's  healthy;  it  wouldn't 
be  right  if  there  were  some  kind  of 
automatic  succession  for  family  mem- 
bers, and  there  never  has  been." 

Founded  in  1900  as  a  small  op- 
eration selling  tires  for  carriages,  Fire- 
stone in  1975  had  net  sales  of  $3.7 
billion.  The  end  of  the  dynasty  has 
a  certain  poignancy.  Chairman  Ray- 
mond Firestone's  retirement  comes  on 
the  heels  of  government  investigations 
of  allegedly  improper  domestic  and 
foreign  payments.  However,  the  com- 
pany says  the  retirement  is  not  a  con-- 
sequence  of  the  investigation. 

Kimball  Firestone  is  the  son  of 
Leonard  Firestone,  69,  ambassador  to 
Belgium.  A  brother.  Brooks,  has  start- 
ed his  own  winery  in  California.  Three 
cousins,  Morgan,  Peter  and  Russell  Jr., 
also  are  pursuing  other  interests.  Kim- 
ball plans  to  breed  racehorses  and  is 
also  looking  at  "a  small  business" 
whose  nature  he  doesn't  specify. 

Kimball,  born  six  years  before  Fire- 
stone's founder  died  in  1939,  has  hazy 
memories  of  his  grandfather's  sump- 
tuous home  in  Florida  but  remembers 
little  about  the  patriarch  himself. 

"I'm    going   to   stay   on   the   board 


Firestone  of  Firestone  Tire  &  Rubber 

and  stay  in  touch  with  the  company," 
says  Firestone's  last  Firestone.  "My  de- 
parture certainly  isn't  through  any 
feeling  of  antagonism.  And  it  has  no 
relationship  to  my  uncle's  retirement. 
"What  it  boils  down  to,  I  guess,  is 
that  nepotism  is  not  alive  and  well 
at  Firestone."  ■ 


Sitting  On 
Your  Own  Egg 


Ash  of  Addressograph  Multigraph 


"I'm  finished  with  the  day  when  I'll 
work  just  for  pay,"  rhymed  Roy  Ash, 
the  cofounder  of  Litton  Industries  and 
Director  of  the  OfiBce  of  Management 
and  Budget  from  1973  to  1975. 

With  a  net  worth  of  over  $5  mil- 
•  lion.  Ash  had  plenty  of  investments 
to  tend  from  a  plush  Century  City 
suite  overlooking  the  Los  Angeles 
Country  Club.  Nonetheless,  Ash  is 
now  back  in  a  boardroom.  On  Sept. 
21,  Cleveland's  long-ailing  Addresso- 
graph Multigraph  named  Ash  as 
chairman  and  chief  executive,  re- 
placing the  controversial  Charles  L. 
"Chick"  Davis  who  retained  the  title 
of  president. 

Just  to  be  on  the  safe  side.  Ash 
decided  to  take  a  $225,000  salary 
at  Addressograph. 

Ash  bought  300,000  newly  issued 
shares  of  Addressograph  on  the  day 
he  was  formally  elected  chairman, 
making  him  the  company's  largest 
individual  stockholder.  As  luck  would 
have  it,  the  directors  the  same  day 
voted  a  special  fiscal  year-end  divi- 
dend to  stockholders  of  record  on 
Oct.  5— a  symbolic,  though  the  com- 
pany insists  coincidental,  $30,000 
sweetener  for  Ash.  Wall  Street  also 
gave  Ash  a  vote  of  confidence.  With- 
in hours  after  the  announcement,  the 


stock  rose  a  point.  Ash's  $2.7-million 
investment  was  worth  $3  million. 

Grinned  Ash:  "I've  already  made 
a  year's  worth  of  profit— on  paper." 

Getting  Addressograph  ( 1976 
earnings  of  just  $6.4  million  on  sales 
of  $573  million)  to  show  a  decent 
profit  on  annual  report  paper  may  be 
a  trifle  more  diflBcult,  even  for  the 
man  who  used  to  pride  himself  on 
his  ability  to  turn  any  company 
around.  Long  since  outflanked  tech- 
nically by  Xerox  and  more  recently 
by  IBM  and  Eastman  Kodak,  Ad- 
dressograph has  for  some  time  been 
almost  totally  devoid  of  financial  con- 
trols (Forbes,  June  1,  1975).  This 
proved  ruinous  during  wage-and- 
price  controls  when  the  company  was 
unable  to  justify  price  increases.  Paul 
Priest,  the  retired  vice  president  and 
comptroller  of  TRW  and  now  vice 
chairman  and  chief  financial  officer 
of  Addressograph,  has  worked  won- 
ders but  major  problems  remain,  no- 
tably overseas.  At  least  three  highly 
regarded  executive  vice  presidents 
brought  in  by  Chick  Davis  have  re- 
signed in  recent  years. 

But  Ash  is  as  confident  as  ever: 
"You  put  your  egg  in  your  own  bas- 
ket," he  observes,  "then  you  can 
sit  on  your  own  egg."  ■ 
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If  there's  anybody  who  can 
appreciate  a  high-performance  machine, 
it's  the  automotive  industry 

So  when  the  major  manufacturers 
were  looking  for  a  faster  way  to  get 
out  things  Uke  specification  changes, 
dealer  reports,  and  crucial  sales 
figures,  tney  naturally  turned  to  the 
Xerox  9200  Duplicating  System. 

That's  because,  with  its  comput- 
erized programmer,  the  9200  can 
automatically  feed,  cycle,  reduce  and 


sort  a  limitless  number  of  sets  at  the 
incredible  speed  of  two  pages  a 
second. 

Which  means  that  now  they  can 
get  a  lot  more  done  in  a  lot  less  time. 

In  fact,  the  automotive  companies 
were  so  impressed  with  the  Xerox 
9200,  they  now  have  40  of  them 
parked  in  their  offices. 


XEROX 


XEROX*  and  9200«arc  trademarks  of  XEROX  CORPORATION. 


Faces  Behind  the  Figures 


The  Old  Firm 

Najeeb  Halaby,  the  former  chair- 
man of  both  the  Federal  Aviation  Ad- 
ministration and  Pan  American  World 
Airways,  is  back  in  the  aviation  busi- 
ness. He  heads  a  small  venture-capi- 
tal firm  named  Arabair  Services  Corp. 
Ltd.  of  New  York  and  Amman,  Jor- 
dan that  plans  to  provide  commercial 
aviation  support  services  in  the  furi- 
ously active  Middle  East— where  $4 
billion  worth  of  airport  construction 
is  under  way. 

Halaby  is  not  just  chasing  the  Arab 
petrodollar— a  fatiguing  game  played 
in  the  Arab  capitals  and  London  by 
a  legion  of  international  consultants 
and  dealmakers.  He  is  partners  with 
the  government  airlines  of  Syria  and 
Jordan  to  help  bring  American  know- 
how  in  things  like  airport  manage- 
ment, pilot  training,  spare  parts  and 
maintenance  to  the  Arab  world. 

One  of  Arabair 's  first  jobs  is  com- 
puterizing the  pilgrimage  to  Mecca. 

There  are  at  present  16  separate 
government-owned  airlines  in  the 
Middle  East— all  of  them  flown  most- 
ly  by    polyglot    European,    American 


Halaby  of  Arabair  Services 

and  Asian  crews  and  lacking  any  sort 
of  cost-saving  cooperation  on  ground 
services.  If  Halaby  and  enthusiastic 
backers  like  Jordan's  King  Hussein  are 
successful,  an  aU-Arab  air  academy 
will  be  built  in  Amman;  new  or  ex- 
panded airports  in  Damascus,  Riyadh, 
Amman  and  elsewhere  will  be  run 
by  locals,  trained  by  Arabair  (man- 
ning U.S.  equipment). 

Eventually,       government       bodies 


from  places  like  Saudi  Arabia,  Kuwait 
and  Iraq  will  buy  out  U.S.  backers  of 
Arabair  at  a  decent  return  on  their 
investment— which  currently  is  under 
$1  million.  The  U.S.  backers  are  the 
same  businessmen— IBM's  former 
chairman,  Thomas  Watson,  is  one— 
who  back  Southeast  Asian  projects 
through  Halaby's  other  venture,  Hala- 
by International.  Halaby  formed  that 
company  in  1972  when  he  left  Pan 
Am  after  seven  years,  two  of  them  as 
chairman  of  the  troubled  airline. 

Halaby's  knowledge  of  the  Middle 
East  sounds  like  an  insider's— partly 
perhaps  because  his  ancestry  is  Syri- 
an. Two  of  his  insights:  "The  greatest 
potential  in  the  long  run  may  be  Iraq. 
It  has  oil  [perhaps  10  billion  barrels], 
but  also  the  skills,  and  it  has  fertile 
land.  It  can  feed  itself  and  others.  It 
has  been  opening  to  the  U.S.  in  recent 
years."  And,  "I  think  with  the  new  Ad- 
ministration, a  total  package  settle- 
ment may  emerge  in  the  Middle  East 
with  a  new  Palestinian  state  on  the 
West  Bank  and  Gaza  run  by  a  tri- 
umvirate—these are  men  whose  names 
have  yet  to  be  known  to  the  inter- 
national public."  ■ 


Two  Points 

You  don't  have  to  be  a  season  ticket- 
holder  to  know  that  professional  sports 
are  in  trouble.  Oakland  A's  owner 
Charlie  Finley  is  swinging  at  Baseball 
Commissioner  Bowie  Kuhn  over  the 
right  to  sell  three  of  his  star  players 
under  the  option  clause  (which  binds 
a  player  to  a  club  for  one  year  follow- 
ing contract  expiration).  Football 
owners  were  thrown  a  block  when 
the  courts  recently  ruled  the  college 
draft  violates  antitrust  laws.  Hockey 
skates  without  the  all-important  tele- 
vision contract. 

Basketball,  however,  has  scored 
and  some  of  the  credit  must  go  to  its 
politician-tumed-commissioner,  Lar- 
ry O'Brien.  Not  that  the  former  Dem- 
ocratic National  Committee  Chairman 
had  it  easy.  On  the  day  he  took  over 
15  months  ago,  the  players'  collective 
bargaining  agreement  expired.  The 
sport  was  in  the  last  year  of  its  three- 
year  television  contract  and  the  ratings 
weren't  keeping  pace  with  the  box  of- 
fice take.  Basketball  was  also  going 
into  its  fifth  year  of  a  class-action  suit 
filed  by  superstar  Oscar  Robertson, 
seeking  to  give  the  players  more  free- 
dom to  choose  where  they  could  play. 

"The  fans  were  sick  of  reading 
about     litigation,"     the     59-year-old 


O'Brien  states.  Within  a  year,  a  col- 
lective bargaining  agreement  was 
signed  and  the  Robertson  suit  was  set- 
tled. The  players  got  new  negotiating 
rights,  but  the  owners  got  themselves 
out  of  the  costly  bid  wars  that  are 
waged  over  untried  rookies.  With  the 
recent  dissolution  of  the  American 
BasketbaU  Association  came  four  new 
National  Basketball  Association  teams. 
And  the  owners  made  a  big  shot  by 
winning  a  new  $47.9  million  tele- 
vision contract  with  CBS;  next  season, 
for  the  first  time,  hoop  games  will  be 
broadcast  on  a  regional  basis,  rather 
than  a  single  national  game.  "The  rec- 
ord shows,"  O'Brien  says  excitedly, 
"that  regional  TV  was  responsible  for 
the  making  of  football." 

The  pigskin  is  still  the  top  money- 
maker in  pro  sports.  But  basketball, 
O'Brien  says,  has  growth;  the  politi- 
cian in  O'Brien  rattles  off  surveys 
that  claim  basketball  is  the  most  high- 
ly watched  sport  in  the  U.S.  and  the 
most  popular  sport  among  tho.se  fans 
under  35. 

What  might  do  more  for  the  game 
than  anything  else  is  O'Brien's  recog- 
nition that  "sports  is  a  business," 
something  others  don't  like  to  con- 
cede. Still,  for  O'Brien,  it's  partly  a 
labor  of  love.  He  describes  himself  as 
"an  ardent  basketball  fan"  and,  after 


all,  his  hometown  is  Springfield,  Mass., 
birthplace  of  basketball  and  site  of 
the  sport's  hall  of  fame.  But  what 
about  those  38  years  in  politics? 
"Sports,"  he  admits,  "is  difi^erent  from 
politics.  Sports  has  credibility."   ■ 


O'Brien  of  the  NBA 
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Why  did 

Sclmtz 

barrel  into 
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. . .  Actually  it  was  the  computer 
that  told  Schlitz  to  move  into 
Memphis.  Schlitz  told  the- 
computer  what  they 
needed  — the  right  com- 
bination of  solid  business 
factors.  The  right  trans- 
portation system.  The 
right  location.  The  right 
real  estate  for  the  right 
price.  The  right  tax 
structure.  The  right 
labor  pool.  And  most 
important  the  right  supply 
of  fresh  pure  water. 

Schlitz  fed  these  require 
ments  to  a  computer  and  it 
came  up  with  Memphis  as  the 
right  city. 

As  the  President  of  Schlitz  put  it  in  a 
recent  letter,  "We  feel  that  we  and  the 
computer  could  not  have  made  a 
better  choice  .  .  .'\ 


How  about  your  Company?  These 
are  some  of  the  factors  that 
attracted  Schlitz  and  other 
companies  to  Memphis  in 
the  last  6  years.  How  about 
your  company?  For  more 
information  call  or  write: 
Dan  Dale,  C.I.D., 
Director  of  Industrial 
Development,  Memphis 
Light,Gas  &  Water 
Division,  P.O.  Box  430D, 
Memphis,  Tn.  38101 
Phone901-528-4171);orM.S. 
"Bud"  Worsham,  Manager, 
Economic  Development  Dept., 
Memphis  Area  Chamber  of 
Commerce,  P.O.  Box  224D, 
Memphis,Tn.  38101  (Phone  901-523-2322).. 
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Verbal  Blast 

A  CONFERENCE  on  energy  policy  at 
the  Park  Lane  Hotel  off  New  York 
City's  Central  Park  was  proceeding 
rather  sedately  until  Dr.  Edward 
Teller  got  up  to  speak.  The  feisty 
physicist,  68,  developer  of  the  hydro- 
gen bomb  and  forceful  advocate  of 
nuclear  energy,  had  helped  organize 
the  successful  campaign  to  defeat 
California's  antinuclear  initiative.  In 
New  York  last  month  he  launched 
into  a  nonstop,  off-the-cuff,  45-min- 
ute  blast:  "We  are  worse  off  today 
than  we  have  ever  been,  and  increas- 
ingly dependent  on  others  for  our 
basic  energy  needs.  That  makes  us 
weaker  in  a  crisis." 

Teller  was  especially  tough  on  those 
consumer  groups  that  opposed  the 
Federal  Power  Commission's  proposal 
to  increase  the  price  ceiling  on  new 
natural  gas  threefold,  to  $1.42  per 
thousand  cubic  feet— the  equivalent  of 
oil  at  $9  a  barrel.  "The  consumerists 
don't  want  the  public  to  suffer  now, 
so  they  can  suffer  more  later  when 
we  have  to  shut  down  businesses  and 
throw  people  out  of  work,"  Teller 
huffed.  "What's  their  solution?  They 
say,  'Let's  import  unregulated  liquid 
natural  gas.'  That  can't  be  deUvered 
for  less  than  the  equivalent  of  $12 


per  barrel  of  oil.  And  liquid  gas  is 
dangerous— more  dangerous  than  nu- 
clear reactors.  The  death  toll  of  LNG 
is  already  around  100.  I  can't  follow 
this  logic." 

Teller,  who  is  a  consultant  to  the 
Energy  Fund,  defended  the  oil  in- 
dustry. "I  would  point  the  finger 
more  at  Detroit,  which  has  done  lit- 


Dr.  Edward 
Teller 


tie  research  on  conservation.  They 
only  do  consumer  research  that  pan- 
ders to  the  desires  of  consumers,"  Tel- 
ler said.  He  also  had  a  modest  pro- 
posal to  motivate  Detroit:  Impose  a 
flat  tax  of  $1,000  on  every  car  weigh- 
ing more  than  5,000  pounds. 

Then  Teller  unloaded  on  advocates 
of  fast-breeder  reactors:  "A  waste  of 
fvmds.  They  are  no  more  ahead  of 
where  they  were  15  years  ago.  It's 
the  wrong  way  to  go." 

Where  would  Teller  have  the  U.S. 
go  in  nuclear  power  in  the  future? 
"A  thorium-based  fuel  cycle  holds 
great  promise  for  the  future,"  he  said. 
"I    think    the    Canadians    with    their 


Candu  [a  heavy-water  reactor]  are 
on  the  right  track." 

For  now,  Teller  wants  to  strip-mine 
low  sulphur  western  coal  and  fund 
more  research  on  solar  energy.  He 
even  held  out  some  promise  for  wind- 
mills for  producing  energy  in  certain 
areas  (Hawaii  particularly). 

Teller  had  one  other  recommenda- 
tion that  might  please  at  least  some 
of  the  people  at  least  some  of  the 
time:  "Let  energy  companies  raise 
prices.  Put  an  excess  profits  tax  of 
99%  on  those  [extra]  profits  unless 
they  invest  the  funds  in  additional 
energy  sources  and  research.  That 
should  prove  beneficial  to  all."  ■ 


A  Fei/v 

For  The  Mattress? 

Is  THERE  SOMETHING  SO  mystical 
about  gold  that  it  obeys  its  own  laws? 
Or  is  it  just  a  commodity  that  can 
be  merchandised  like  any  other?  The 
financially  and  politically  hard-pressed 
South  Africans  are  kind  of  hoping 
that  the  latter  is  true.  World  produc- 
tion averages  47.3  million  ounces  ev- 
ery year,  and  a  drop  in  price  from 
the  peak  of  $197  to  this  August's  $103 
per  ounce  can  cost  South  Africa  alone 
some  $2.06  billion  in  a  year— every 
penny  of  which  it  needs. 

So,  just  to  coax  things  along  a  bit, 
the  South  African  Chamber  of  Mines 
has  hired  Kenneth  W.  Watson  and 
given  him  $4  million  to  spend  on  ad- 
vertising over  the  next  three  months  to 
try  to  persuade  Americans  that  they 
ought  to  put  some  cash  in  kruger- 
rands,  a  South  African  gold  coin. 
Krugerrands,  of  course,  aren't  really 
spending  coins;  they  are  hoarding 
coins,  and  the  trick  will  be  to  per- 
suade Americans  that  a  few  of  them 
belong  under  everybody's  mattress. 


It's  quite  clear  that  through  their 
American  a£Bliate,  called  International 
Gold  Corp.,  this  private  association  of 
almost  all  South  African  mines  hopes 
to  broaden  its  market  beyond  the 
goldbugs  and  hedgers  against  doom 
who  traditionally  have  bought  gold 
coins.  Ken  Watson  was  hired  for  the 
job  from  PepsiCo  where  he  had  been 
pushing  wines  and  soft  drinks.  "My 
objective,"  he  says,  "is  to  sell  gold 
that  the  mines  are  producing,  not  to 
create  a  float  of  coins  that  will  circu- 
late and  trade.  My  campaign  would 
be  a  failure  if  people  used  these  for 
short-term  trading." 

Isn't  he  likely  to  meet  a  bit  of  sales 
resistance  from  people  who  saw  what 
happened  to  the  price  of  gold— (drop- 
ping 47.7%  in  18  months?  "I  am  con- 
vinced," Watson  says,  "that  rebound- 
ing jewelry  use  of  gold,  plus  expanded 
sale  of  gold  coins,  will  tighten  the 
market  and  raise  the  price." 

Any  other  advice  for  would-be  in- 
vestors? Watson  proffered  this:  Shop 
around  among  dealers  before  buying 
krugerrands.  In  competitive  markets 
like  New  York  and  Los  Angeles,  he 


says,  the  premium  shouldn't  be  more 
than  6%  to  8%  over  the  day's  London 
fixing  price  for  an  ounce  of  gold  bul- 
lion; but  some  dealers  may  quote  pre- 
miums as  high  as  12%.  "A  few  tele- 
phone calls,"  Watson  says,  "could 
produce  substantial  savings."  ■ 


Watson  of 
International 
Gold 
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A  farmer^ s  day  is  a  long,  hard  grind.  But  modern  equipment,  like  the  tractor 
shown  opposite,  makes  the  job  easier  and  more  productive.  Budd  manufactures  many 
dependable  components,  from  roofs  to  sprockets,  for  agricultural  equipment. 


Feeding  the  worid. 

Part  of  what  we  do 

helps  the  farmer  do  his  part, 


Budd  is  helping  to  make  farm  equip- 
ment that's  quieter,  stronger  and 
more  economical  to  own  and  operate. 

We're  working  to  make  it  more 
comfortable,  too.  Our  Plastic  Prod- 
ucts Division  is  producing  a  large, 
five-piece,  SMC  tractor  cab  roof  that 
houses  air  conditioning,  stereo  radio, 
and  lighting  components,  as  well  as 
providing  a  stylized,  structural  roof. 
These  are  currently  being  installed 
on  a  full  line  of  tractors  for  one  of 
the  "Big  four"  manufacturers. 

Underneath,  transmission 
sprockets  made  of  Budd  Celoron® 
are  improving  stress  distribution, 
belt  life,  weight  and  power  trans- 
mission on  haybalers,  front  end 
loaders  and  heavy-duty  lawnmowers. 

The  most  efficient  couplings  for 
driving  air  compressors,  oil  pumps, 
fuel  pumps  and  superchargers  on 
farm  equipment  are  also  products  of 
Budd  Plastics. 

But  these  things  didn't  just 
spring  up  overnight.  We've  been 
working  with  FRP  compounds  for 
years.  In  fact,  Budd  technicians  have 
made  us  a  leader  in  the  development 


and  delivery  of  high  quality  products 
of  BMC  and  SMC.  Our  research 
groups  have  developed  a  totally  new 
line  of  structural  fiberglass  materials 
that  will  economically  replace  struc- 
-  tural  parts  made  from  sheet  metal, 
casting  and  forgings. 

You  can  probably  find  Budd 
plastic  components  right  in  your 
office  . . .  typewriter  cases,  computer 
housings,  casters,  copier  rollers.  For 
one  major  manufacturer,  the  Budd 
compound  is  the  only  material  which 
meets  their  demanding  physical  re- 
quirements. 

Our  entry  into  new  markets  is  a 
natural  outgrowth  of  our  extensive 
work  in  the  automotive  field  where 
saving  energy  is  the  major  challenge 
of  the  day.  A  challenge  our  new 
Plastics  Research  and  Development 
Center  is  working  hard  to  meet. 

But  of  course,  for  many  jobs, 
new  materials  will  never  replace  iron 
castings.  Here  again,  Budd  is  work- 
ing for  the  farmer.  Our  Waupaca 
Foundry  is  making  a  corn  planter 
that  saves  seeds  while  increasing 
yield  per  acre. 


We  cast  transmission  housings, 
front  end  weights,  hubs  and  drums 
for  heavy-duty  tractors.  Gear  cases 
and  engine  bases  for  roto  tillers. 
Steering  columns,  pulleys,  axle  sup- 
ports, housings,  motor  blocks  and 
covers  for  lawnmowers.  And  much 
more.  2173  different  items,  custom 
designed  or  engineered  to  precise 
specifications,  from  Vi  to  200  pounds 
at  the  rate  of  950  tons  a  day. 

Our  Trailer  Division  is  also 
doing  its  part  for  the  farmer.  To  help 
carry  his  produce  to  the  market  here 
and  throughout  tiie  world,  we  make 
one  of  the  most  efficient  refrigerated 
trailers  available. 

In  short,  Budd  has  the  capacity 
and  the  technical  expertise  to  help 
agriculture,  as  well  as  a  lot  of  other 
industries,  move  more  efficiently. 

And  the  work  goes  on.  We're 
constantly  looking  for  new  and  better 
ways  to  keep  America  rolling.  On 
rails.  On  roads.  And  fields. 
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1bday^  Babcock&WilccBc 

We^  a  lot  more  than  a 
great  boJIetmaker. 


An  uncommon  use  for  common  clay.  By  produc- 
ing ceramic  fibers  from  naturally-occurring 
alumina-silica  fireclay,  our  Refractories  Division 
manufactures  an  insulation  material  called 
Kaowool®Widely  used  to  conserve  fuel  in  indus- 
trial furnaces -and  for  hundreds  of  other  uses- 
product  sales  are  growing  at  a  rate  of  about  20% 
a  year.  In  addition  to  Kaowool,  we  manufacture 
many  other  specialty  ceramic  products,  making 
us  a  leading  supplier  to  the  steel,  petroleum 
and  chemical  industries. 


200  yards  straight  off  the  tee.  In  the 

search  for  a  new  material  combining 
high  strength  and  lightweight,  our 
Advanced  Composites  Department 
developed  an  improved  graphite  golf 
club  shaft  providing  bet- 
ter control  and  more 
distance  with  an  easier 
swing.We  are  also  using 
the  same  material  for  ten 
nis  racquets  and  other 
sporting  equipment  and  exploring 
industrial  applications  for  potentially 
large  markets  such  as  valves  and 
piping. 


A  specialist  in  specialty  steel  tubing.  With  our  own  large 
electric  furnace  steel  plants,  hot  mills  and  finishing 
facilities,  we're  the  leading  manufacturer  of  every  type 
of  specialty  steel  tubing -cartx)n,  alloy,  stainless.  To 
help  meet  increasing  demand  from  a  number  of  indus- 
tries, we  are  now  completing  a  $60  million  expansion 
program. 


Sootblowers  that  work  by  the  numbers. 

A  solid  state  boiler  cleaning  system  devel- 
oped by  our  Diamond  Power  subsidiary 
now  allows  industry  and  utilities  to  change 
cleaning  programs  with  changing  grades 
of  fuel.  A  tiny  microprocessor  chip  controls 
sootblowers  in  programmed  sequences 
or  in  any  number  of  manual  modes  to 
remove  soot  accumulations  and  keep 
boilers  operating  efficiently.  Diamond  is 
also  a  leading  producer  of  reflective 
metallic  insulation  and 
nuclear  control 
rod  drives. 
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Making  coal  pay  off  in  a  big  way.  To  help  utilities 
capitalize  on  the  abundance  of  U.S.  coal,  we've 
designed  and  built  the  eight  largest  coal-fired 
boilers  in  the  world  -  each  of  which  produces 
over  1000  megawatts  of  power  and  provides 
economy  of  scale  without  sacrificing  reliability. 
As  the  U.S.  turns  more  and  more  to  coal  for 
electrical  generation,  this  B&W  experience  can 
be  invaluable  to  meet  the  needs  of  utilities. 


Power  to  run  silent  and  deep.  In  1954,  we  helped 
build  the  nuclear  steam  system  for  the  Nautilus 
-  first  of  our  nation's  nuclear  submarines.  As  the 
fleet  has  grown  we  have  continued  to  supply 
components  and  have  also  become  the  major 
supplier  of  nuclear  fuel  for  the  U.S.  Navy.  In 
addition,  B&W  nuclear  power  systems  are  on 
such  ships  as  the  N.S.  Savannah  and  Otto  Hahn. 


Babcock&  Wilcox 

161  EAST42ND  ST.  NEW  YORK,  NY.  10017 


Forbes 


Money  And  Investments 


The  Economy 


Building  A  Boom 

Forecasters  are  getting  little  help  from  their  statistical 
tools.  The  facts  and  figures  that  signal  what  is  happening 
are  behaving  about  as  erratically  as  most  economists  can 
remember.  One  month  they  seem  to  be  saying  that  every- 
thing is  moving  ahead  at  full  steam.  The  following  month 
contractions  say  something  else.  Even  within  the  aggre- 
gate data  contradictions  about  unfolding  events  abound. 

Construction  is  a  case  in  point.  The  impression,  based 
on  data  covering  aggregate  activity,  is  that  construction 
is  a  drag  on  the  economy,  that  homebuilding  is  particular- 
ly sluggish.  In  fact,  single-family  residential  construction 
is  just  under  alltime  record  levels.  It  is  multifamily  con- 
struction that  is  lagging  badly.  After  all,  it's  necessary  to 
get  rid  of  all  those  unsold  condominiums  and  unrented 
apartments  that  were  built  in  haste  in  1972  and  1973 
with  easy-to-come-by  real  estate  investment  trust  money. 

Aggregate  data  tend  to  obscure  the  fact  that  the  indiges- 
tion in  multifamily  housing  is  hiding  the  overall  improve- 
ment which  is  taking  place. 

Right  now,  with  retail  sales  disappointing  and  business 
outlays  pausing,  the  single-family  home  is  consequendy  a 
mainstay  of  the  economy.  In  August,  for  example,  1.2  mil- 
lion (annual  rate)  single-family  homes  were  started.  This 
is  not  far  below  the  1.34-milhon  peak  pace  of  August 
1972,  especially  when  the  heavy  volvune  of  permits  for 
future  construction  is  taken  into  account.  Permits  are  run- 
ning well  ahead  of  a  year  ago. 

The  gains  in  single-family  building  activity  are  significant 
when  matched  against  the  pace  of  recent  years.  August 
starts  are  the  highest— with  the  exception  of  February 
1976  when  starts  ran  at  an  annual  rate  of  1.3  million— 
since  housing  began  to  slump  in  early  1973.  For  nearly 
three  years  the  rate  of  starts  has  ranged  almost  always 
between  750,000  and  900,000.  Since  the  February  bulge, 
starts  have  been  hovering  around  1.1  •million.  Now  they 
have  broken  into  new  high  ground  and  seem  to  be  headed 
back  to  test  the  old  records  of  1972-73. 


In  dollar  terms,  the  volume  of  business  accounted  for 
by  one-family  homes  is  even  more  impressive.  After  all, 
housing  prices  have  been  rising  rapidly  (one  of  the  chief 
factors  for  the  slump,  incidentally),  so  the  cost  of  homes 
put  in  place  is  already  in  new  high  ground. 

On  a  seasonally  adjusted  annual  basis,  expenditures  for 
single-family  homes  were  at  a  peak  $38.9-billion  rate  in 
July,  well  over  the  $32.6  billion  of  March  1973,  a  record 
to  that  time.  The  average  price  of  a  new  home  had  been 
steady  in  much  of  1976  but  began  to  rise  this  summer 
when  business  started  to  improve.  By  Jidy  the  median 
price  of  a  new  home  was  $45,100,  and  only  $38,600  a  year 
earlier.  Back  in  1973,  homes  were  as  low  as  $29,700.  In 
three  years  then,  prices  have  risen  52%. 

Single-family  housing  alone,  however,  is  not  enough  to 
carry  a  $1.7-trillion  gross  national  product  economy.  The 
entire  construction  industry  must  participate  in  the  re- 
covery. Actually,  the  building  industry's  prospects  for  1977 
are  not  too  bad.  A  case  can  be  made  to  show  that  the 
market  is  absorbing  rental  multifamily  units  briskly.  More 
than  80%  of  multifamily  imits  completed  in  the  fourth 
quarter  of  1975  were  rented  within  three  months.  There 
is  still  an  oversupply  of  apartments  finished  earlier.  But 
there  is  hope  that  a  higher  rate  of  multifamily  units  will 
be  started  in  coming  months,  adding  to  the  base  of  eco- 
nomic activity. 

While  construction  has  not  led  the  rebound  in  the  usual 
early  months  because  of  too  much  undigested  condo- 
minium, apartment,  oflBce  building  and  commercial  space, 
these  are  well  on  their  way  to  a  return  to  healthy  market 
balance.  And  newer  buildings  will  be  needed. 


The  chart  below  traces  the  recovery  that  started  in  the 
spring  of  1975.  It  shows  how  interest  rates  have  been 
declining  since  early  this  year— despite  rising  output— large- 
ly because  those  who  buy  and  hold  fixed-income  issues 
are  evidently  less  concerned,  for  now,  about  inflation.  ■ 
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Do  You  Dare 

To  Eat  An  Apple? 

By  Ben  Weberman 


he  time  has  come  to  consider 
taking  a  bite  out  of  the  Big  Apple. 
Buying  New  York  City  securities  is 
not  a  sure  thing.  It  is  somewhere  be- 
tween the  municipahty's  OflF  Track 
Betting  and  conventional  investing. 
With  a  slice  of  the  Big  Apple  you 
risk  indigestion,  but  you  could  also 
end  up  with  a  very  tasty  dish.  Here 
is  a  chance  to  buy  bonds  for  a  fraction 
of  par  and  to  make  a  tax-free  return 
of  10%  or  more  while  waiting— and 
hoping— for  an  eventual  payoff. 

New  York— city  and  state— still  have 
considerable  problems  but  the  prob- 
lems are  less  frightening  than  they 
were  last  spring.  There  has  already 
been  quite  a  rally  in  the  past  three 
months.  Around  mid-year  there  was 
still  uncertainty  whether  the  city 
would  be  able  to  repay  its  borrow- 
ings from  the  Federal  Government  on 
June  30  as  required.  After  the  sea- 
sonal loan  was  paid  down  and  then 
reborrowed,  a  wave  of  orders  came  in 
for  city  and  MAC  bonds. 

"Only"  11.25% 

New  York  City  bonds  due  in  three 
or  four  years,  which  carried  a  yield 
of  20%  or  so  several  months  ago,  have 
improved  so  much  that  the  yield 
is  only-that's  right,  "only"-11.25%. 
MAC  bonds  had  paid  11%  or  so  and 
are  now  generally  in  the  9.5%  range. 
New  York  State  obligations,  which  ran 
into  severe  investor  resistance  when 
they  carried  a  yield  of  8.8%,  are  now 
trading  in  a  6.1%  range  for  the  ten- 
year  maturity. 

Higher   in    quality,    and    therefore 


carrying  a  less  generous  rate  of  re- 
turn, are  successful  New  York  State 
agencies,  which  have  only  a  moral 
obligation  of  the  state  but  which  rely 
on  their  own  revenues  that  are  more 
than  adequate  to  cover  debt  service. 
These  include  the  Housing  Finance 
Agency  that  recently  came  to  market 
with  30-year  bonds  priced  to  yield 
8.5%,  after  trying  without  success  to 
oflFer  13%,  even  15%,  issues  earlier  this 
year.  The  Power  Authority  of  New 
York  had  to  put  pressure  on  local 
institutions  earlier  this  year  to  force 
them  to  buy  9.5%  Power  Authority 
bonds;  the  Authority  needed  to  raise 
money  to  finance  part  of  the  pur- 
chase of  Consolidated  Edison  Co.  gen- 
erating facilities.  Yet  by  September 
investors  were  grabbing  Power  Au- 
thority paper  at  7.25%. 

There  is  still  considerable  risk.  New 
York  City  must  be  able  to  balance  its 
budget  by  the  fiscal  year  ending  June 
30,  1978.  And  court  tests  are  yet  to 
be  decided  over  the  city's  moratorium 
on  interest  and  principal  payments 
on  short-term  notes,  as  well  as  over 
the  legality  of  the  diversion  of  taxes 
to  back  the  offerings  of  MAC  bonds. 

But  we've  come  a  long  way  in  the 
almost  two  years  since  that  fateful 
February  in  1975  when  the  state's 
Urban  Development  Corp.  ran  out  of 
market  support  and  could  not  raise 
the  cash  needed  to  pay  debt  service, 
and  the  city  was  simultaneously  ac- 
cused by  Bankers  Trust  Co.  of  not 
presenting  up-to-date  financial  in- 
formation to  back  up  a  sale  of  short- 
term  notes. 

New  York  City's  budget  is  making 
a  startling  recovery.  From  a  deficit 
of  $1,062  million  in  fiscal  1975,  the 
shortfall  is  likely  to  be  cut  to  less 
than  $700  million  in  fiscal  1977  and 
should  be  about  in  balance  for  fiscal 
1978.  Robert  A.  Gerard,  Assistant  Sec- 
retary of  the  Treasury  for  capital 
markets,  gives  Governor  Carey  and 
Mayor  Beame  high  marks  for  keeping 
the  financial  program  on  track. 

Gerard  still  worries  that  statements 
about  stretching  out  the  program  be- 
yond  three   years    (as   suggested   by 


Candidate  Jimmy  Carter  and  others) 
could  weaken  the  resolve  of  elected 
officials  and,  more  importantly,  of  la- 
bor leaders  to  work  toward  the  goal 
of  financial  balance. 

Shop  Carefully 

Anyone  willing  to  take  the  risk 
should  shop  carefully  for  the  best 
price.  These  bonds  can  be  quoted 
with  differences  between  dealers  of  as 
much  as  two  or  three  points.  But 
there  are  plenty  of  dealers  making 
markets,  and  you  don't  have  to  take 
the  first  offer.  If  you  can't  get  a  good 
price  on  one  issue,  be  prepared  to 
accept  another,  similar,  issue. 

Here  are  some  sample  Big  Apple 
issues:  New  York  City  6%  bonds  of 
1985  priced  at  69  bring  a  current  re- 
turn of  8.7%  and,  if  they  pay  off  at 
100,  bring  a  yield  to  maturity  of 
11.5%;  Municipal  Assistance  Corp.  9s 
of  1985  are  selling  at  96/2,  for  a  cur- 
rent yield  of  9.33%  with  appreciation 
to  par  in  nine  years,  lifting  the  re- 
turn to  9.64%.  The  lower-coupon 
MAC  8s  of  1986  trade  at  86,  so  the 
current  return  is  also  9.3%.  But  the 
yield  to  maturity,  taking  into  account 
the  potential  14-point  rise  to  par, 
would  be  10.25%,  giving  this  issue  a 
bigger  kick  if  paid  off  in  full.  Don't 
forget  that  appreciation  of  price  on 
state  and  local  issues  is  subject  to  cap- 
ital gains  tax  except  for  the  few  in- 
stances where  there  is  original-issue 
discount. 

You  can  look  at  current  yield  as  the 
amount  which  you  receive  in  cash 
every  six  months,  while  yield  to  ma- 
turity is  the  return  based  on  how 
much  will  be  paid  ultimately— suliject 
to  tax  on  the  price  appreciation. 

The  biggest  play  in  bonds,  when 
prices  are  rising,  comes  from  deep 
discount  issues,  that  is,  bonds  selling 
well  below  par.  Securities  trading 
close  to  100  rely  on  the  coupon  prin- 
cipally for  return  and  offer  little  in 
the  way  of  capital  gain— or  loss— on 
price.  So  if  you  want  a  .shot  at  ap- 
preciation as  well  as  high  current 
yield,  go  for  deep  discounts.   ■ 
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THERE  IS  A  WORD 
FOR  R  COmPRRV  THRT 
CAR  BOOST  ITS  SRIES 

17  TlfRES  TO 

$3>/2  BIIIIOR  in  JUST 

C9  ■  EIIN9* 


morivRTED. 


These  numbers  take  on  added  largest  chemical  company  with 

significancein  view  of  the  fact  growing  interests  in  natural  resources 

that  W.  R.  Grace  &  Co.  is  a  com-  and  selected  consumer  products, 
pletely  restructured  company-  What  all  this  adds  up  to  is  a 

a  121-year-old  firm  that  survived  company  and  a  management  team 

the  chaos  of  World  War  II  and  that  can  not  only  take  adversity  in 

weathered  the  political  and  eco-  its  stride,  but  can  turn  it  into  an 

nomic  upheavals  of  South  America,  asset.  And  we  have  a  25-year  record 

In  spite  of  this  baptism  of  fire  to  prove  it. 
(or  maybe  because  of  it)  Grace  If  you  would  like  to  know  more 

not  only  survived  but  flourished.  about  us,  write  for  our  current 

In  the  past  25  years,  Grace  financial  statement  and  our  booklet, 

switched  continents,  changed  "A  Management  Perspective." 

businesses  and,  in  the  process,  W.  R.  Grace  &  Co.,  Grace  Plaza, 

increased  ite  sales  from  $199  mil-  1114  Avenue  of  the  Americas, 

lion  to  over  $31/2  billion.  Where  New  York,  N.Y.  10036,  Dept.  F-2. 
some  25  years  ago,  93%  of  our 
earnings  came  from  Latin  America 

-today  90%  of  the  company's  ^  R^ce  &Co. 
income  comes  from  the  U.S., 
Canada  and  Europe.  Grace  is  no 
longer  in  the  steamship  business, 
no  longer  trading  in  Latin  America. 

Today,  Grace  is  the  nation's  5th  chemicals  •  Natural  Resources  •  Consumer  Products  / 


W.  R.  Grace  &  Co. 

GRACE 


High  technology 
is  our  basic  strength. 

IVIanaging  it 
is  our  business. 


UNITED 
TECHNOUMalES. 
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Pratt  &  Whitney  Aircraft  Group,  Otis,  Essex  Group,  Sikorsky  Aircraft,  Hamilton  Standard,  Norden,  Chemical  Systems  Division, 

Power  Systems  Division,  Turbo  Power  &  Marine  Systems,  United  Technologies  Intemational,  I 

United  Technologies  Research  Center  United  Technologies  Corporation,  Hartford,  Conn.  06101 

Tune  in  Sundays  to  MEET  THE  PRESS  on  NBC-TV-  sponsored  by  United  Tectinologies  Corp 
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'ower— generating  it,  distributing  it,  applying  it.  A 
rowing  outlet  for  our  technologies,  in  products  like 
as  turbines  and  the  fuel  cell  now  under  development 
y  our  Power  Systems  Division. 


Systems  for  flight  are  an  important  category.  Our 
Hamilton  Standard  Division  makes  the  pressurization 
and  air-conditioning  systems  used  on  Boeing  747s  and 
Lockheed  L1 011s. 


Total  Sales 

1965  —  $1.5  billion 

1975  —  $3.9  billion 


Net  Income 

1965  —  $50  million 

1975  —  $117  million 


• 


• 
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1975 


1965 


Results 


idustrial  controls  reflecting  precision  engineering  and 
janufacturing  are  a  major  and  growing  market  for  us. 
■>e  controls  for  this  microwave  oven  come  from  our 
jsex  Group. 


By  uniting  basic  technologies  we  have  accomplished 
these  results. They  give  us  a  solid  foundation  for  con- 
structive growth. 


By  most  reasonable 
financial  measures^ 

/    such  as  earnings  per  share,  shareholder's  equity,  \ 
I  sales  growth,  dividend  payout,  or  return  on  equity.  I 

Crouse-Hinds  is  a  leader  in  the 
electrical  manufacturing  industry. 

The  charts  below  substantiate  that  Crouse-Hinds  has  become  one  of  the  leaders  in  the  electrical  manufac- 
turing industry!  We  insist  on  quality,  service,  cost-effectiveness,  safety,  and  on-time  delivery.  We  practice 
what  we  preach,  as  demonstrated  by  sustained,  record-setting  performance  (in  measures  that  count)  over 
the  years.  If  you  would  like  more  information,  write:  Director  of  Investor  Relations,  Crouse-Hinds  Company, 
Syracuse,  N.Y.  13201. 
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RETURN  ON  EQUITY 
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EQUITY  PER  COMMON  SHARE 
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♦NOTE:  Data  adjusted  for  100%  stock  dividend  May  1972  and  10%  stock 
dividend  March  1976.  Arrow-Hart  results  included  from  May  1,  1975. 

The  Crouse-Hinds  family  of  products:  □  Condulet®  electrical  fittings 

□  Apparatus-circuit  breakers,  switches,  starters,  other  control 
devices  □  Plugs  and  receptacles  □  Industrial  lighting  □  Outdoor  area 
lighting  □  Aviation  ground  lighting  n  Traffic-control  equipment 

□  Wiring  devices  □  Specialty  switches  □  Electrical  distribution 
equipment. 
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A  Building  Boom 
In  Our  Future? 

By  Lucien  O.  Hooper 


B%eaders  know  that  my  opinion  on 
the  outlook  for  interest  rates  is  in 
harmony  with  that  so  vigorously  pre- 
sented by  my  fellow  Forbes  columnist 
Ben  Weberman  in  issue  after  issue 
this  past  summer.  Ben  and  I  are  in 
the  minority  in  expecting  lower  long- 
term  interest  rates.  I  like  that.  I'm  al- 
ways suspicious  of  my  reasoning  when 
too  many  people  agree  with  me. 

The  public  is  putting  money  into 
savings  banks  and  savings  &  loan 
companies  rather  than  the  stock  mar- 
ket. There's  plenty  of  mortgage  mon- 
ey, and  rates  are  just  a  trifle  soft. 
Some  high-coupon  bonds  are  even 
being  called  and  refunded.  Most  big 
corporations  are  in  a  more  liquid  posi- 
tion than  they  have  been  for  a  long 
time.  Investors  who  bought  bonds  of 
less  than  first  grade  during  the  past 
year  or  two  now  have  better  profits 
than  those  who  bought  stocks.  Both 
institutions  and  the  public  prefer 
bonds  to  stocks  because  everyone 
wants  income,  and  stocks,  as  produc- 
ers of  income,  have  not  been  priced 
competitively  with  bonds. 

Not  In  Equities 

Meanwhile,  speculators  are  more 
interested  in  lottery  tickets  and  op- 
tions than  in  equities;  they  haven't 
been  making  money  in  stocks.  The 
consensus,  'outside  of  Wall  Street 
(which  as  usual  is  poUtically  naive), 
is  that  Mr.  Carter  will  be  elected.  Mr. 
Carter  has  a  populist  background, 
and  the  populist  philosophy  has  al- 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thoinaon  &  McKinnon  Auehincloss  Kohlmeyer  Inc. 


ways  had  a  low-interest-rate  bias. 
Regardless  of  whether  Carter  or 
Ford  is  in  the  White  House  after 
Jan.  20,  the  problem  of  tmemploy- 
ment  remains.  Both  parties  prefer  to 
tackle  it,  so  far  as  that  is  possible, 
through  the  private  sector.  One  of 
the  three  or  four  real  sectors  of  un- 
employment is  in  the  residential  build- 
ing industry,  and  construction  is  the 
logical  area  in  which  to  stimulate  the 
return  of  the  unemployed  to  the 
work  force. 

Economic  Booster 

There  is  a  big  potential  demand 
for  houses  of  all  kinds,  more  for  in- 
dividual homes  than  for  multiple- 
family  units.  The  condominium  craze 
was  overdone,  especially  in  some 
areas  such  as  Florida.  Prices  of  all 
housing,  of  course,  seem  sky-high  to 
older  people;  but  the  younger  genera- 
tion is  used  to  the  new  real  estate 
values  and  has  no  prejudice  against 
high  carrying  charges  and  a  low 
equity.  Because  the  bumper  postwar 
baby  crop  is  now  well  into  the  family 
formation  years,  and  because  wages 
and  salaries  are  high  in  relation  to 
the  past,  there's  a  big  demand  for 
new  homes.  If  you  don't  think  so, 
try  to  buy  one. 

Well,  what  should  a  common  stock 
investor  do  to  take  advantage  of  the 
coming  boom  in  building?  A  new 
home  means  carpets,  furniture,  ap- 
pliances, lawns,  added  improvements, 
new  streets,  new  sewers  and  all  the 
rest,  which  includes  bricks  and  mor- 
tar, lumber,  gypsum,  steel,  copper, 
lead,  glass,  roofing,  pipe  and  so  on. 
The  building  industry  is  very  large 
and  fragmented;  a  dollar  spent  in 
building  a  house  is  regarded  as  having 
a  multiplying  effect  in  the  economy  of 
anywhere  from  three  to  five  times. 
The  whole  economy  is  helped. 

Rather  than  concentrate  in  any  sec- 
tor of  the  building  industry,  I  think 
a  wise  investor  should  try  to  spread 
his  risks  over  a  group  of  quality  stocks 
in  several  sectors.  Your  selections 
need  not  necessarily  be  the  ones  that 


I  suggest  here;  they  are  presented 
more  as  illustrations  than  as  specific 
recommendations. 

In  the  glass  and  paint  area  there  is 
PPG  Industries  (51);  in  copper, 
Kennecott  (31)  or  Phelps  Dodge 
(44);  in  Ixmtiber,  Crown  Zellerbach 
(42)  or  Georgia-Pacific  (34);  in 
gypsum,  U.S.  Gypsum  (22)  or  Na- 
tional Gypsum  (14);  in  appliances, 
Whirlpool  (25);  in  plumbing  supplies 
American  Standard  (26);  in  roofing, 
Armstrong  Cork  (28)  or  Bird  b-  Son 
(30);  in  pipe,  Interpace  (27).  There 
are  many  others,  some  of  which  are 
just  as  logical  choices  and  as  deserv- 
ing as  those  mentioned. 

How  soon  should  one  expect  ac- 
tion in  the  building  shares?  Probably 
not  immediately,  but  probably  well 
before  midwinter.  This  is  not  a  time 
when  one  can  hurry  the  market.  Per- 
haps that's  one  reason  why  so  many 
savers  continue  to  put  money  in  sav- 
ings institutions  rather  than  buy 
stocks.  But  when  the  market  is  boom- 
ing and  the  pubUc  is  speculating, 
there  is  a  big  inflow  from  savings  in- 
stitutions into  the  stock  market.  So 
far  as  exploiting  a  boom  in  building 
is  concerned,  potential  buyers  of  con- 
struction shares  have  time  to  study 
the  various  issues  and  decide  what  to 
do.  There's  no  hurry  to  buy  some- 
thing which  "will  perform  yesterday." 

Profits  In  '76 

Some  current  earnings  estimates: 
Ford  Motor  (56),  $10  a  share  this 
year  is  expected  even  with  the  strike; 
Kimberly-Clark  (37),  $5,  which  may 
make  it  a  little  cheaper  than  some  of 
the  other  paper  stocks;  Cities  Service 
(53),  $7  or  a  httle  better,  with  the 
company  cashing  in  on  a  high  natural 
gas  emphasis;  CPC  International 
(45),  just  imder  $5;  Seaboard  Coast 
Line  (30),  $6  or  better;  and  NL  In- 
dustries (20),  not  far  from  $2.20  this 
year  but  perhaps  $4  or  $5  a  share  a 
few  years  ahead.  There  seems  to  be 
much  more  interest  in  NL  Industries 
in  investment,  rather  than  specula- 
tive, quarters.  ■ 
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The  Street  Walker 


WlXz  Darkness  Before  Dawn? 


It's  no  longer  news  that  Westing- 
house  Electric  probably  isn't  going  to 
earn  the  $2.50  a  share  Wall  Street 
was  originally  predicting  for  this  year. 
On  top  of  this,  the  company  recently 
announced  100  layoffs  because  of  soft- 
ness in  its  big  utility  equipment  busi- 
ness. And,  of  course,  that  potential 
$1  billion  in  liability  on  uranium  con- 
tracts still  hangs  over  the  company. 

So  why  is  WX  now  selling  at  18, 
up  40%  since  early  this  year?  Why 
should  a  stock  underperforming  the 
economy  outperform  the  market? 

We  asked  one  of  The  Street's  best- 
informed  people  on  WX.  We  can't  tell 
you  his  name  because  his  firm  won't 
permit  it,  but  we  can  tell  you  what 
he  said.  It  boils  down  to  this:  For 
WX,  1976  could  be  that  time  of  dark- 
ness just  before  the  dawn. 

It  may  seem  farfetched,  but  the 
U.S.  Justice  Department  is  investigat- 
ing alleged  price-fixing  by  a  lu-anium 
cartel  and  that  could  be  good  news 
for  Westinghouse.  Why?  Because  it 
would  make  it  easier  for  WX  to 
negotiate  a  more  favorable  settlement 
with  the  utihties  that  are  suing  it; 
that  way,  both  parties  are  victims  of 
the  cartel.  Note  this:  John  J.C.  Mc- 
Cloy,  ex-Westinghouse  director  who 
headed  the  Gulf  Oil  internal  payoff 
investigations,  is  giving  advice  to  the 
board.  McCloy  is  81;  it's  obvious  he's 
not  joining  the  team  for  a  long  as- 
signment. Rumor  is  that  much  of  his 
advice  will  involve  suggesting  a  com- 
promise settlement  in  the  uranium 
cases.  If  WX  can  settle  for  $500  mil- 
lion, that  would  be  bullish.  Sure,  it's 
a  lot  of  money,  but  it's  only  half  the 
potential  liability— and  payable  over 
several   years   out  of  pretax   income. 

Such  a  settlement  would  reduce  the 
uncertainty  around  WX.  It  would 
make  the  company— shorn  in  recent 
years  of  many  of  its  losing  operations 
—a  fairly  pure  energy  play.  At  about 
eight  times  probable  1976  earnings, 
the  stock  could  be  attractive  as  a 
stake  in  nuclear  energy  and  in  power 
in  general.  Hence  the  rise. 

Raychem's  Scarlet  Letter 

There  aren't  many  Vestal  Virgins  left. 
Latest  to  be  deflowered  was  Raychem, 
that  old  over-the-counter  favorite  that 
still  sold  as  high  as  256  earlier  this 
year— 96  times  last  year's  earnings.  Af- 


ter sliding  all  summer  Raychem 
dropped  nearly  40  points  in  six  days 
in  mid-August  and  never  came  back. 
Recently,  it  was  111  bid,  106  asked. 

What  happened?  It  was  the  old  sto- 
ry. An  unexpected  and  sharp  earnings 
drop.  Fourth-quarter  earnings  from 
continuing  operations  were  only  82 
cents  against  $2.07  in  1975.  Thus  for 
the  full  year  earnings  came  to  $7.09, 
vs.  $7.95  the  preceding  year.  A  major 
villain  seemed  to  have  been  Stilan 
polyarylene  polymer,  a  major  new 
heat-resistant  plastic;  it  flopped  and 
the  company  took  a  $9.3-million  after- 
tax write-off.  Raychem,  impeccable 
until  then,  now  wears  a  great  big 
scarlet  letter. 

Raychem  still  has  its  friends,  how- 
ever. Arthur  Rauch  of  Oppenheimer 
&  Co.  describes  the  stock's  collapse 
as  "a  textbook  example  of  a  low-vol- 
ume climax  bottom  in  a  semipanic  at- 
mosphere." He  finds  it  attractive. 
Spencer  Trask  &  Co.'s  Otis  Bradley 
calls  it  a  "super  buy"  at  these  levels. 
Maybe  so,  but  Raychem  sold  as  high 
as  323  in  the  Sixties,  and  there 
are  plenty  of  investors  around  looking 
to  get  out  on  the  way  up. 

Robinson  Crusoe 

"Hewo^ett-Packard,  like  if  I  was  go- 
ing on  a  desert  island  and  couldn't 
be  reached  for  ten  years,  that  would 
be  my  stock."  Robert  M.  Hanisee,  of 
Los  Angeles'  Crowell,  Weedon  &  Co. 
is  a  very  sharp  and  well-informed 
electronics  analyst.  He  was  one  of 
the  people  we  hit  last  May  15  with 
the  question:  If  you  could  buy  one 
stock  and  one  only,  which  would  it 
be?  But  now  this  Robinson  Crusoe 
has  ditched  his  Stock  Friday. 

"I'm  turning  negative  on  Hewlett 
[94/8]  because  it  is  becoming  a  broad- 
based  computer  company.  More  and 
more  they  will  be  selling  computers 
on  the  basis  of  price— something  they 
have  always  been  lousy  at,"  Hanisee 
says.  He's  talking  about  H-P's  new 
minicomputers  that  will  compete  with 
Digital  Equipment's  and  with  IBM's 
rumored  entry  in  the  field.  Previously, 
H-P  stayed  pretty  much  with  testing 
and  measuring  instruments  and  with 
minicomputers  with  high  engineering 
content  for  special  tasks.  Now  it's  in 
dangerous  new  territory.  "H-P  is  sell- 
ing at  a  generous  multiple,"  Hanisee 


§ays,  "31  times  estimated  1976  earn- 
ings ...  if  anything  goes  wrong.  .  .  ." 
While  he  has  ditched  Hewlett, 
Hanisee  still  loves  Teledyne  (73/8),  as 
he  has  since  it  was  at  20  way  back 
in  the  fall  of  1975.  "I  figure  earnings 
will  be  $10.65  this  year  and  about 
$12.75  next.  And  the  cash  is  piling  up 
again.  I  think  the  company  will  end 
the  year  with  over  $200  million." 
What  does  he  think  Teledyne  Chair- 
man Henry  E.  Singleton  will  do  with 
all  that  cash?  Now  that  the  stock  has 
gone  way  up.  Singleton  probably 
won't  make  any  more  tender  offers 
like  the  ones  that  reduced  TD's  capi- 
talization from  over  37  million  shares 
to  11.8  million  between  1972  and  now. 
Hanisee  admires  Singleton's  willing- 
ness to  change  his  mind.  "I  remember 
what  Dr.  Singleton  once  told  me:  'The 
secret  to  understanding  our  grand 
plan  is  that  there  is  no  grand  plan.'  " 

How's  This  For  Timing? 

We're  not  really  boasting,  because  it 
was  more  luck  than  foresight,  but 
this  column  scored  a  real  beat  on  The 
Street  in  calling  the  recent  turn  on 
fertilizer  stocks.  We  called  attention 
to  them  in  our  Sept.  1,  1976  issue 
when  they  were  scraping  bottom.  In 
the  month  since  then.  First  Mississippi 
Corp.  has  risen  nearly  50%  (recently 
13)  International  Minerals  &  Chemi- 
cal up  19%  (to  39«)  Williams  Cos., 
up  22%  (to  25).  Even  bombed-out 
Beker  Industries  rose  from  8%  to  11. 
This  in  a  market  going  nowhere. 

The  fertilizer  stocks  have  been  go- 
ing up  on  reports  circulating  on  The 
Street  about  firming  fertilizer  prices. 
Did  we  have  inside  information?  Alas, 
no.  We  were  trying  an  experiment. 
The  fertilizers  were  thoroughly 
bombed  out.  We  wanted  to  know: 
Does  Wall  Street  follow  its  own  ad- 
vice and  buy  good  stocks  when  no 
one  wants  them?  The  attitude  among 
most  analysts  then  was:  Why  bother? 
Kudos,  then,  to  three  who  stuck  their 
necks  out  at  that  time  and  recom- 
mended fertilizer  stocks:  William 
Roberts  of  Piper,  Jaffray  &  Hopwood; 
Regis  Schultis  of  Smith  Barney,  Har- 
ris Upham;  Aris  Christodoulou  of 
Blyth  Eastman  Dillon.  It  all  goes  to 
show:  An  eye  for  value  and  a  bit  of 
faith  sometimes  counts  for  more  than 
inside  information.   ■ 


98 


FORBES,  OCTOBER  1,  1976 


There's  no  substitute 
for  experience. 
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That's  why  so  many  corporations 

, .,^r3«^*^-^-'^''"'"  rely  on  us.  Marsh  &  McLennan. 

5yt/^i?$<?jJ  We  handle  more  insurance  of  more  kinds  for  more  businesses, 

large  and  small,  than  anyone  else.  Not  cookie-cutter  plans,  but 
tailor-made  programs  prepared  by  business-insurance 
specialists,  that  meet  your  needs  precisely.  Complete,  cost- 
-efficient  coverage  for  your  myriad  risks... plus  frequent 
evaluation  to  assure  that,  as  conditions  change,  your  protec- 
tion is  neither  excessive  nor  eroding.  Maybe  that  helps  explain 
how  we  got  to  be  the  world's  leading  insurance  broker. 


When  it  comes 
to  insurance, 
come  to 

the  leader. 


Money  And  Investments 


•feifes^^Stock  Comments 


Taxes;  IBM  vs.  Kodak 


By  Heinz  H.  Biel 


^/ongress  has  cx)ncocted  a  major  tax 
retoim  bill  which  will  become  the  law 
of  the  land  unless  President  Ford  ve- 
toes it.  Investors  had  better  note  the 
changes  affecting  them  and  adjust 
their  strategy  accordingly. 

Short-term  and  long-term  capital 
gains  have  been  taxed  at  diflFerent 
rates  as  far  back  as  I  can  remember. 
The  dividing  holding  period  has  al- 
ways been  six  months,  often  an  incon- 
venience, but  we  have  learned  to  live 
with  it.  Now  this  holding  period  is  to 
be  lengthened  to  nine  months  in  1977, 
and  to  a  full  year  thereafter. 

Henceforth,  the  casual  stock  buyer 
had  better  think  ahead,  way  ahead. 

It  is  difficult  enough  to  visualize 
probable  conditions  and  circumstances 
six  months  from  now.  But  a  full  year 
—that's  going  to  be  rough.  Obviously, 
this  will  also  preclude  such  games— 
they  never  really  worked  very  well— as 
buying  stocks  of  soft  drink  and  air 
conditioning  makers  in  January  for 
sale  in  July;  buying  department  store 
stocks  in  the  summer  for  sale  at  Christ- 
mas; and,  of  course,  hoping  to  take 
advantage  of  purely  seasonal  factors. 

I  really  don't  know  how  many  peo- 
ple still  "trade"  the  stock  market.  The 
last  time  people  traded  on  a  large 
scale  was  the  great  orgy  in  the  late 
Sixties.  Lately,  however,  short-term 
stock  trading  by  individuals  seems  to 
have  been  of  less  importance,  largely 
because  the  combination  of  high  com- 
mission rates  and  greatly  reduced 
stock  market  volatility— only  about  50 
points  in  the  DJI  since  February— is 
limiting  its  profitability.  Speculators 
seeking  fast  action  are  getting  it  in 
the  options  market. 

While  I  abhor  short-term  capital 
gains  and  go  to  great  lengths  to  avoid 
them,  I  consider  it  absolutely  impera- 
tive that  investment  decisions  not  be 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc. 


made  solely,  or  even  primarily,  on  the 
basis  of  tax  considerations.  Always 
remember:  A  short-term  capital  gain 
is  better  tJian  a  long-term  loss. 

In  their  infinite  generosity  our  law- 
makers propose  to  increase  the  amount 
of  ordinary  income  against  which  cap- 
ital losses  can  be  deducted— from 
$1,000  at  present  to  $2,000  in  1977 
and  to  $3,000  thereafter.  A  lot  of 
good  that  will  do  for  any  but  the 
smallest  and  unluckiest  investors! 

It  was  bound  to  happen,  sooner  or 
later,  that  those  killjoys  in  Congress 
would  close  an  avenue  which  permit- 
ted one  to  treat  certain  "losses"  on 
transactions  in  options  as  a  deduction 
from  ordinary  income  rather  than  as  a 
capital  loss.  This  change  will  apply 
to  options  written  after  Sept.  1.  Oh 
well,  it  was  nice  while  it  lasted. 

On  the  happy  side  of  the  tax  bill 
is  the  long  overdue  increase  in  estate- 
tax  exemptions— from  $60,000  at  pres- 
ent to  $120,666  next  year,  and  in- 
creasing gradually  thereafter  to 
$176,625  in  1981.  Also  beneficial  is 
the  increase  in  the  tax-free  amount 
you  can  leave  to  your  spouse.  These 
changes  in  inheritance  and  gift  taxes 
may  require  a  rewriting  of  your  will. 
Such  bothersome  contortions,  as  set- 
ting up  trusts  for  the  purpose  of  gen- 
eration skipping,  may  no  longer  be 
necessary  for  most  estates  of  reason- 
ably modest  size. 

Think  The  Unthinkable 

For  some  time  the  DJI  has  been 
acting  worse  than  the  market.  There 
are  only  30  stocks  in  the  DJI,  and 
when  a  few  of  them  do  poorly  the 
whole  index  suffers.  There  have  been 
several  laggards  all  along,  but  lately 
it  has  been  Eastman  Kodak  (91)  that 
has  been  making  the  list  of  new  lows 
with  embarrassing  frequency.  At  pres- 
ent the  stock  is  down  about  25%  from 
this  year's  high,  and  over  40%  from  its 
alltime  high  of  1513i  in  1973. 

EK  is,  of  course,  one  of  the  world's 
prime  investment  stocks.  To  talk  or 
to  write  disparagingly  about  it,  not  to 
mention  giving  a  SELL  recommenda- 


tion, approaches  lese-majeste.  Yet, 
looking  at  the  stock  in  cold  reality, 
without  being  blinded  by  the  nimbus 
of  its  awesome  prestige,  you  have  to 
ask  yourself  what  is  so  cheap  or  at- 
tractive about  it.  Earnings  will  be  up 
a  bit  this  year,  but  the  gain  over  the 
previous  peak  in  1973  will  be  quite 
modest,  in  no  way  compensating  for 
inflation's  bite  since  then.  The  divi- 
dend is  $2.06  a  year,  only  about  2}4% 
even  on  its  present  depressed  price. 

It  is  easy  to  get  the  impression  that 
Eastman  Kodak  is  so  dominant  in  its 
field  that  it  is  a  quasi  monopoly.  But 
it  has  no  monopoly  on  brains.  Polaroid 
has  shouai  its  skills  for  many  years, 
and  now  Japan's  Fuji  is  coming  out 
with  a  superfast  film.  When  it  comes 
to  copiers,  Xerox,  IBM  and  others  are 
not  exactly  slouches.  Despite  its  poor 
market  performance,  EK  still  sports  a 
multiple  of  over  20,  or  about  twice 
that  of  the  DJI.  Is  it  worth  it? 

Great  Growth 

I  think  with  horror  of  the  day  when 
the  same  question  may  be  raised  with 
regard  to  IBM,  whose  leadership  and 
market  dominance  appear  to  be  su- 
preme. How  can  anyone  face  up  to  a 
giant  who  has  $4.75  billion  in  the  till 
and  whose  stock  is  valued  in  the  mar- 
ket at  $42  billion?  But  IBM  isn't  slow- 
ing down.  While  Kodak's  earnings 
have  been  rather  flat  for  the  past  sev- 
eral years,  IBM's  1976  net,  estimated 
at  $15.75  a  share,  will  be  more  than 
45%  greater  than  it  was  in  1973.  That 
is  growth! 

If  you  regard  IBM  as  too  "rich"  as 
a  possible  substitute  for  EK,  consider 
Monsanto  (88),  which  is  selling  in 
about  the  same  price  range.  Monsan- 
to, one  of  the  most  effectively  man- 
aged companies  in  the  chemical  in- 
dustry, will  probably  eani  over  $11 
this  year.  One  dollar  invested  in  Mon- 
santo will  earn  more  than  2)4  times  as 
much  as  in  Kodak.  Even  though  S&P 
rates  the  former  A—  and  the  latter 
A-|-  (a  differentiation  with  which  I  do 
not  agree)  a  switch  should  pay  off 
well  before  long.  ■ 
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»n  IS  a 


dirty  word. 

So  is^^iinemploymentl 


All  of  us  want  to  live  in  a  clean 
environment,  as  free  from  pollu- 
tion as  possible.  And  all  of  us 
want  to  live  in  a  prosperous 
America,  with  jobs  enough  for 
everyone. 

At  Bethlehem,  we're  working 
very  hard  to  achieve  both.  But 
corporations  have  to  budget 
their  resources  just  as  families  do. 
We  can't  do  everything  we'd  like 
to  do,  and  we  can't  do  every- 
thing at  once. 

For  example,  it's  expected  that 
our  country  is  going  to  need  a 
lot  more  steelmaking  capacity— 
about  30  million  added  tons 
by  1983. 

Gearing  up  to  meet  that  antici- 
pated demand  would  (1)  help 
maintain  jobs  in  the  steel  industry, 
and  (2)  create  jobs  for  thousands 
and  thousands  of  people  in  other 
industries  — in  construction,  in 
equipment  manufacturing,  and 
in  scores  of  service  industries. 
But  expansion  of  this  magnitude 
takes  vast  sums  of  money  And 
over  the  past  inflation-recession 
years,  we  just  haven't  been  able 
to  generate  enough  money  to 
do  that  job. 
So  we  had  to  make  a  tough 


choice.  We  had  to  "stretch  out" 
the  completion  of  a  number  of 
expansion  projects  we  had  under 
way  That  cost  people  jobs. 
One  program  we  had  to 
continue:  pollution  control 
So  far,  Bethlehem  has  spent 
approximately  $400  million  to 
clean  up  a  major  portion  of  the 
pollutants  from  the  air  and  water 
we  use.  In  an  effort  to  meet 
existing  laws  and  regulations,  we 
have  many  more  projects  under 
way  or  anticipated  in  the  near 
future.  Cost?  About  $600  million 
over  the  next  five  years. 
Is  there  any  relief  in  sight? 
Depending  upon  how  far  regula- 
tory agencies  go  in  stringent 
interpretation  of  the  present 
laws  and  regulations,  we  may  be 
faced  with  spending  hundreds  of 
millions  more  to  try  to  remove  the 
last  traces  of  pollutants.  We  do 
not  believe  that  this  would  be 
money  well  spent. 
Attempting  to  remove  the  last 
increment  of  pollution  involves 
new  and  uncertain  technology. 
The  attempt  will  consume  a 


considerable  amount  of  scarce 
energy  and  natural  resources. 
And.  in  many  cases,  it  will 
merely  transfer  pollution  prob- 
lems to  the  power  companies  or 
chemical  manufacturers. 
Is  it  time  for  a  rearrangement 
of  priorities? 

We  are  faced  as  a  nation  with 
troublesome  alternatives.  Do  we 
continue  our  headlong  rush  to 
implement  some  of  the  air  and 
water  clean-up  standards  that 
have  yet  to  be  proved  necessai'y 
—  or  even  sound  —  or  shall  we 
give  equal  consideration  to  jobs, 
our  energy  requirements,  capital 
needs,  and  other  demands  for 
social  priorities? 
We  believe  the  national  interest 
now  requires  that  we  face  up  to 
the  dual  necessity  of  preserving 
our  environment  while  at  the 
same  time  assuring  economic 
progress. 

Our  booklet.  "Steelmaking  and 
the  Environment!"  tells  more 
about  what  we're  doing  to  help 
solve  the  problems  of  pollution. 
For  a  free  copy,  write:  Public 
Affairs  Dept..  Room  476-  F 
Bethlehem  Steel  Corp..  Bethle- 
hem. PA  18016. 
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EXECUTIVE  SEMINARS  IN  SOUND  is  a  unique  learning  adventure  which  will  enable  you  to  explore, 
in  real  life  dramatizations,  these  essential  guides  to  business  and  management  success: 

HOW  TO  GET  YOUR  IDEAS  ACROSS  .  .  .  explores  the  art  of  communication— talking,  writ- 
ing, listening.  How  skillful  are  you  as  a  communicator,  compared  to  the  businessmen  you'll  hear 
in  this  cassette? 

MAKE  THE  MOST  OF  YOUR  TIME    .  .  .  will  help   you   capture   wasted  hours,   turn  them  into 
I      productive  effort  so  you  can  truly  CONTROL  your  time. 

YOUR  ROLE  AS  DECISION-MAKER  .  .  .  reveals  techniques  that  master  managers  use  to  eval- 
uate  facts  and  minimize  risks  in  decision  making. 

GUIDE  TO  BETTER  PEOPLE  MANAGEMENT     .    .    .    dramatizes  a  wide  variety  of  "people  prob- 
lems"  and   how   they   are   solved  .    .    .  everything   from    spotting   leaders   to   settling   inter-office 
I       conflicts. 

MASTERING  THE  ART  OF  DELEGATING  .  .  .  demonstrates  how  to  hand  over  responsibility 
to  others  so  you  can  free  yourself  for  the  real  job  of  managing. 

ORGANIZING  YOUR  PLANS  AND  PLANNING  YOUR  ORGANIZATION    .  .  .  learn  the  newest 
techniques  for  coping  with  constant  changes   in  your  business  resulting  from  growth,  competi- 
■      tion,  economics  and  government. 

THE  STRATEGIES  OF  MOVING  AHEAD    .  .  .  understand  your  situation  today  and  know  how 
g      to  set  realistic  goals  for  the  future  through  these  re-creations  of  revealing  case  histories. 

HOW  TO  LIVE  WITH  YOUR  OWN  SUCCESS  ...  the  personal  psychology  of  how  to  overcome 
fears,  blind  spots  and  57  varieties  of  hang-ups  that  can  rob  you  of  the  joy  of  achievement. 

A  PROVEN  METHOD  TO    LISTEN'  YOUR  WAY  TO  NEW  EXECUTIVE  POWER 


A  Complete  8-Part  Course 
in  Executive  Self  Development 


(settes  in  handsome  binder  with  study  guide 


OF  BUSINESS  ENTERPRISE 


'Jm 


THROUGH  THESE  DRAMATIC  SOUND  PRESENTATIONS  YOU  USE  YOUR  IMAGINATION  AND  MEMORY 
TO  "SOAK  UP"  HUNDREDS  OF  GUIDELINES  TO  BUSINESS  SUCCESS  ...  TO  MASTER  YOUR  ROLE 
AS  MANAGER  ...  TO  INSPIRE  NEW  CONFIDENCE  IN  OTHERS  ...  TO  MOTIVATE  THOSE  WHO 
WORK  FOR  YOU  .  .  .  AND  TO  ENJOY  YOUR  OWN  SUCCESS. 


AND   THESE    DRAMATIC    SOUND 
YOUR  SPARE  TIME! 


PRESENTATIONS  CAN   BE  ABSORBED  AT  YOUR   OWN   PACE   IN 


REALISTIC  DRAMATIZATIONS  PUT  YOU  IN  THE  PICTURE 


Remember  the  days  of  radio  drama  .  .  .  where  the  vivid 
use  of  actors  and  sound  effects  enhsted  the  powerful  aid 
of  your  imagination?  You  could  close  your  eyes  and 
"see"  what  was  happening  and  it  became  indelibly  etched 
in  your  memory.  Executive  Seminars  in  Sound  works  on 
exactly  the  same  principle. 

Not  A  Series  Of  Lectures  .  .  .  The  situations  and  people 
you  will  meet  in  "Seminars  in  Sound"  are  as  real  as  those 
you  encounter  every  day  in  business.  You'll  "sit  in"  on 
actual  problems  as  they  unfold,  listen  to  how  they're  mis- 
handled, and  then,  through  the  advantage  of  "stop  mo- 


tion," a  narrator  will  interrupt  the  action  to  point  out 
errors,  to  explain  what  went  wrong  and  to  show  what 
should  have  been  done. 

The  Overwhelming  Advantage  Of  Convenience  .  .  .  Cas- 
settes are  used  on  the  standard  cassette  player  that  can 
be  activated  anywhere  at  any  time.  At  home  during  your 
leisure  hours.  Beside  you  as  you  commute  to  work.  While 
shaving  .  .  .  building  in  your  workshop  .  .  .  traveling  on 
a  train  or  plane.  Furthermore,  they  can  be  shared  by 
others  in  your  organization  .  .  .  even  used  for  group 
training  sessions. 


Executive  Seminars  in  Sound  puts  you  into  actual 
office,  plant,  sales  and  commercial  situations  .  .  . 
with  a  dramatic  force  that  will  automatically  im- 
prove your  managerial  performance  in  similar 
circumstances. 

The  complete  8-part  course  at  only  $85  includes: 

A  handsome  llVi"  x  liy2"  vinyl  cassette  binder, 
with  a  built-in  pocket  for  each  cassette. 

The  complete  set  of  eight  cassettes,  each  one  offer- 
ing 45  to  50  minutes  of  playing  time.  You  just  pop 
out  the  one  you  want  to  hear,  insert  it  in  your 
cassette  player  and  listen,  anytime,  anywhere. 

A  Study  Guide  providing  a  written  synopsis  for 
each  cassette,  ideal  for  your  personal  review,  as  a 
reminder  of  sections  you'll  want  to  go  back  to  and 
listen  to  again,  or  for  formatting  group  training  ses- 
sions in  your  own  company. 

Money  back  guarantee  if  not  completely  satisfied. 

Nation's  Business  Executive  Seminar  Division 
1615  H  Street,  N.W.,  Washington,  D.C.  20062 


NATION'S  BUSINESS 

EXECUTIVE  SEMINARS  IN  SOUND 
1615  H  street,  N.W., 
Washington,  DC.  20062 

Please  send  me  "Executive  Seminars  in  Sound"  the  co.nplete  8-part  manage- 
ment course  on  audio  cassettes  in  cassette  binder  with  Study  Guide.  I 
understand  my  entire  payment  will  be  refunded  and  my  account  canceled  if 
I'm  not  completely  satisfied. 

G  Check  enclosed  for  $85 

D    PLEASE  CHARGE  MY  CREDIT  CARD: 


American  Express 

BenkAmericard  

Master  Charge  


Bank  No. 
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Market  Trends 


Do  Your  Tax-Loss 
Selling  Early 


By  Peter  G.  Banzhaf 


Lach  December,  with  the  very  best 
intentions,  many  investors  do  precise- 
ly the  wrong  thing. 

In  subsequent  January  recognition, 
of  course,  they  vow  never  to  do  it 
again.  But  when  the  next  December 
arrives,  all  pledges  are  forgotten  and 
the  process,  unaccountably,  is  repeat- 
ed—usually just  after  Christmas.  For 
many  of  us,  it's  an  annual  exercise  in 
spectacularly  bad  timing. 

What  we're  talking  about,  of 
course,  is  last  minute  tax-loss  selling. 
It's  almost  the  worst  thing  you  can 
do;  December,  particularly  late  De- 
cember, is  the  time  not  to  take  losses 
for  tax  purposes.  Everybody's  doing 
it.  Absolutely  everybody.  And  they're 
doing  it  to  the  same  stocks  you  want 
to  do  it  to.  The  result  is  quite  pre- 
dictable—disastrously low  prices  for 
what  are  more  often  than  not  rela- 
tively sound  securities. 

Twice  Wrong 

Two  months  later,  when  selling 
pressure  has  abated  and  the  sold 
shares  have  acquired  a  more  sensible 
value  in  the  marketplace,  it  is  i>er- 
fectly  obvious— again— that  a  mistake 
has  been  made.  The  shares  have  risen 
20%  and  all  the  practitioner  has  to 
show  for  his  imprudence  is  a  capital 
gains  tax  (assumedly  taken  on  an- 
other transaction)  that  won't  have  to 
be  paid  and  the  cash  that  he  forgot 
to  put  back  into  the  market  at  year- 
end  when  prices  are  abnormally  low. 

Taking  losses  to  use  against  pre- 
viously established  gains  is  an  intelli- 
gent thing  to  do,  particularly  if  there 
is  also  a  sound  investment  reason  for 
making  the  sale.  But  the  time  to  do  it 
isn't  during  the  final  days  of  the  year's 
final  month.  It  is  now,  before  Hal- 
loween, Thanksgiving,  the  opening  of 

Mr.    Banzhaf    is   a   vice    president   with    Robert   W. 
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deer  season  and  Christmas.  Now, 
when  you  can  plan,  when  you  can 
carefully  select  the  weakest  holdings 
that  wiU  provide  you  with  the  losses 
you  think  you  will  need;  now,  be- 
fore everyone  else  gets  into  the  act. 

Making  these  contemplated  sales 
now  will  have  several  very  significant 
benefits.  It  will  take  the  heat  off  and 
allow  you  to  plan  during  the  remain- 
der of  the  year:  to  double  up,  per- 
haps, or  to  decide  whether  or  not 
you  would  like  to  repurchase,  31  days 
later,  the  shares  you  are  selling  now, 
as  the  tax  law  aUows.  Or  perhaps  you 
will  decide  to  wait  until  late,  late  De- 
cember when  they  may  be  at  an  even 
lower  price.  Or  further,  you  might 
want  to  make  cash  available  so  you 
can  prepare  a  shopping  list  for  last 
minute  1976  purchases  when  others 
—blessedly,  not  you— are  getting  rid  of 
losses  at  absurdly  low  prices. 

Simply  stated,  early  action  places 
you  in  a  position  to  take  advantage 
of  the  tax  laws— and  the  foolishness 
of  others— rather  than  once  again 
serving  as  the  forgetful  victim.  If  you 
own  a  stock  which  you  would  like  to 
sell  for  a  loss,  but  fear  the  market 
will  move  away  from  you  before  you 
can  buy  it  back  again  in  31  days, 
consider  moving  the  money  into  an- 
other company,  of  equal  quality,  in 
the  same  industry.  For  such  a  move, 
no  wait  is  necessary.  The  transactions 
can  be  made  simultaneously. 

Switch  Candidates 

Action  of  this  kind  is  particularly 
appropriate  within  industries  whose 
constituents  move  as  a  group.  Utilities, 
which  sold  at  much  higher  prices  in 
the  1960s  and,  as  a  result,  exist  at  a 
loss  in  many  portfolios,  are  singularly 
good  switch  candidates.  Attention,  of 
course,  must  be  paid  to  yields,  bal- 
ance sheets  and  regulatory  climates 
so  that  you  don't  downgrade  the 
quality  of  your  investments.  But  if  you 
had  a  loss  in  Florida  Power  <b  Light 
(26),  which  yields  5.8%,  you  might 
want  to  switch  to  Florida  Power 
(29),  use  your  loss  and  improve  the 


yield  to  7.1%.  Additionally,  either  one 
of  the  above  could  be  sold  and  you 
could  move  into  Texas  Utilities  (21), 
with  a  6.2%  return. 

The  drugs,  which  also  have  sold  at 
significantly  higher  prices,  remain  an 
essentially  attractive,  underpriced 
group  and  also  afford  opportimity. 
The  investor  burdened  with  a  loss  in 
Lilly  (53),  a  high  quality  company, 
might  take  his  loss  and  put  the  pro- 
ceeds into  Upjohn  (44),  which  we 
think  will  have  larger  earnings  gains 
over  the  next  three  years  than  any 
other  major  drug  company. 

Profit  Potentials 

Since  we  are  looking  for  a  better 
equities  market  post  election  (a  view 
that  is  so  widespread  that  one  should 
hold  it  suspect),  we  have  a  few  re- 
gional favorites  to  suggest  which 
mig^t  be  candidates  for  buying  with 
the  money  realized  from  your  tax- 
loss  sales.  Examine,  if  you  will,  RTE 
Corp.  (8),  a  major  producer  of  elec- 
trical distribution  and  power  trans- 
formers, which  is  having  an  excellent 
first  half  and  continues  to  enjoy  a 
rising  backlog.  It  appears  that  cost 
controls  and  price  decisions  have  im- 
proved profit  margins.  Demand  has 
begun  to  grow  and  earnings  should 
make  excellent  comparisons  in  fiscal 
1977  with  previous  years. 

It  is  also  not  hard  to  make  a  case 
for  Parker  Pen  (15),  the  world's  lead- 
ing manufacturer  and  marketer  of 
writing  instruments.  Over  the  last  five 
years,  Parker  has  expanded  sales  and 
earnings  at  a  compounded  animal 
rate  of  16%  and  27%,  respectively.  The 
recent  acquisition  of  Manpower,  the 
world's  largest  temporary  help  ser- 
vices firm,  should  help  consolidate 
earnings  to  show  a  sizable  gain  in 
fiscal  1977. 

But  whatever  you  decide  to  do  as  a 
buyer  or  a  seller,  don't  wait  until  De- 
cember to  make  your  plans. 

December  is  the  month  for  losers; 
it's  the  time  when  the  suckers  do 
their  selling,  the  sophisticated  their 
buying.  ■ 
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Getting  more  gas 
can't  wait  any  longer. 


The  iron  aF^d  steel  industry  uses 
700  billion  cubic  feet  of  natural  gas 
a  year— gas  is  vital,  for  instance, 
in  forming  and  tempering  steel. 
Actually,  most  every  product  you 
use  is  related  to  gas  in  some  way- 
millions  of  workers  depend  on  gas. 

There's  no  alternative 
to  getting  more  gas. 

No  other  energy  is  available  in 
large  enough  quantities  to  do  the 
jobs  natural  gas  does.  Gas  is  the 
single  largest  energy  source  for 
our  industries  and  homes.  If  it 


stopped  conning,  America  would 
have  no  energy  to  fill  the  gap. 

The  gas  Is  there.  We  need 
go-aheads  to  go  after  it. 

Studies  show  America  has  enough 
potential  gas  resources  to  last 
well  into  the  twenty-first  century, 
if  they  can  be  developed.  They're 
under  the  Arctic  ice  and  snow. 
Under  the  ocean  floor.  Locked  in 
the  tight  rock  formations  of 
the  Rockies.  The  gas  industry  is 
prepared  to  invest  the  money  and 
take  the  steps  that  are  necessary 


to  develop  these  new  supplies. 
But  much  of  this  work  waits  on 
the  tough  energy  decisions 
America  must  make.  And  soon, 

America  must  act 

or  face  more  unemployment. 

As  soon  as  this  country  makes 
its  energy  decisions,  the  gas 
industry  is  ready  to  implement 
them— with  billions  of  dollars 
and  an  all-out  effort  to  get  more 
gas.  But  we  urge  action  now. 


Use  gas  wisely.  M5A 


American  Gas 


# 


"In  our  fastest  growing  market, 

Newsweek  International 
delivers  key  buying  influences! 


William  T.  Conway,  Director  of  International  Sales, 
Johnston  Pump  Company,  Glendora,  California. 


"We're  not  exactly  strangers  in  the  Mideast.  We 
opened  a  sales  office  there  back  in  the  40's,  and  busi- 
ness was  brisk  right  from  the  start. 

"Then,  more  recently,  came  all  that  petroleum- 
inspired  spending.  And  our  market  potential 
skyrocketed. 

"By  this  time,  we  knew  our  way  around  the  local 
business  community.  But  we  did  make  one  important 
discovery. 

"We  discovered  a  better,  more  efficient  way  of 
reaching  leading  buying  influences. 

"We  discovered  the  power  of  advertising  in 


Newsweek  International. 

"Which  is  why  we  use  it  to  carry  our  capability 
story  to  those  who  buy  and  influence  the  purchase  of 
vertical  pumps  for  petroleum  production,  chemical 
processing,  irrigation  and  utilities  applications. 

"In  fact,  we  know  who  makes  many  of  those 
decisions.  And  they're  telling  us  they  read  Johnston 
Pump  ads  in  Newsweek. 

"We  consider  Newsweek's  Middle  East  Edition 
a  valuable  addition  to  our  schedule.  For  a  very  few 
dollars,  we're  targeting  in  on  a  tremendously  impor- 
tant market." 


Select  from  Newsweek's  50  regional  editions 
for  special  impact  in  industrial  markets  worldwide. 


The  editorial  environment  of  Newsweek  International  is 
uniquely  advantageous  to  the  multinational  advertiser. 
Every  issue  includes  a  high  content  of  editorial  material 
specially  written  for  today's  business  community 
around  the  world. 

So  that  your  advertising  reaches  precisely  the 
readers  you  want  to  reach.  The  business  executives 
and  government  officials  that  influence,  make  and 
approve  major  buying  decisions. 


And  it's  surprisingly  affordable  too.  Check  the 
rates  for  any  or  all  of  Newsweek's  Atlantic  and  Pacific 
Editions.  Select  the  specific  Newsweek  International 
coverage  that  will  help  you  develop  profitable  industrial 
markets. 

For  further  information,  write  or  call  Howard  W 
Smith,  Advertising  Director,  Newsweek  International, 
444  Madison  Avenue,  New  York,  NY  10022.  Phone 
(212)  350-2570. 


The  International  Newsmagazine 
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Commodities 


Adam  Smith  And 
The  Price  Of  Bacon 


By  Stanley  W.  Angrist 


Lovers  of  bacon  and  pork  chops,  re- 
joice; lower  prices  are  on  the  way! 

In  1975  live  hog  prices  reached 
their  alltime  high  of  nearly  65  cents 
per  pound,  while  pork  bellies  (the 
stuff  from  which  bacon  is  made) 
soared  to  a  lofty  $1.04  a  pound;  only 
a  year  earlier,  Uve  hogs  sold  for  25 
cents  a  pound,  beUies  at  30  cents.  Not 
unexpectedly,  these  unheard  of  price 
levels  had  a  serious  effect  on  per-cap- 
ita  consumption  of  pork.  It  also  set  up 
a  unique  situation:  Live  hogs  sold  for 
more  than  live  cattle  for  many  months 
at  the  Chicago  Mercantile  Exchange. 

Though  hog  and  belly  prices  are 
on  the  way  down,  they  are  certainly 
not  back  to  1974  levels.  What  caused 
this  spectacvilar  run-up  and  subse- 
quent break?  It  can  be  ascribed  to 
Adam  Smith's  invisible  hand  causing 
the  corn-hog  cycle  to  do  its  thing.  As 
com  prices  rise,  farmers  tend  to  cut 
back  on  their  hog  breeding  stock, 
which  allows  them  to  send  their  com 
directly  to  market  instead  of  turning 
it  into  hogs  first.  The  reduced  volume 
of  hogs  coming  to  market  then  causes 
hog  prices  to  rise  which  in  turn  in- 
duces farmers  to  once  again  step  up 
their  hog  breeding  activity.  As  hog 
numbers  expand,  an  inevitable  drop  in 
live  hog  prices  follows.  This  chain  of 
events  causes  all  hog  raisers  to  keep  a 
nervous  eye  on  com  prices. 

Corn  Up,  Hogs  Down 

In  recent  years  the  hog  market  has 
been  hit  by  two  poor  com  crops— the 
first  was  produced  by  a  blight  in  1971, 
and  the  second  was  the  result  of  the 
extensive  drought  of  1974.  The  tight 
com   supplies   and   high    com   prices 

Stanley  W.  Angrist  is  a  professor  at  Carnegie-Mellon 
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on  commodities. 


caused  the  number  of  sows  farrow- 
ing (giving  birth)  to  dechne  almost 
every  quarter  (on  a  year-to-year  ba- 
sis) during  the  period  of  1972  to  1975. 
The  number  of  hogs  and  pigs  on  farms 
in  the  U.S.  had  declined  from  a  record 
high  of  65.9  million  in  1971  to  a  cycli- 
cal low  of  48.2  miUion  in  1975.  This 
year  as  of  June  1  that  number  in- 
creased to  52.6  million  head.  Thus  the 
high  com  prices  of  recent  years  has 
caused  a  serious  depletion  of  hog 
inventory. 

As  the  dimensions  of  the  1974 
drought  became  more  apparent,  hog 
producers  in  the  second  half  of  the 
year  responded  by  marketing  large 
numbers  of  sows  that  were  until  then 
being  held  for  breeding  piuposes.  This 
rush  to  market  had  important  impli- 
cations for  the  December  1974-May 
1975  pig  crop,  which  tvimed  out  to 
be  the  smallest  spring  pig  crop  since 
1935.  It  was  this  unusually  small  crop 
that  produced  record  high  hog  prices 
and  $2  a  pound  bacon  in  the  late 
summer  and  early  fall  of  1975.  These 
high  prices  gave  producers  the  incen- 
tive to  cease  liquidating  their  breed- 
ing stock  and  to  begin  rebuilding  their 
inventories.  Both  sows  held  for  breed- 
ing and  farrowings  have  been  increas- 
ing ever  since,  with  prices  for  the  Oc- 
tober contract  plunging  to  the  36- 
cent-per-pound  area  in  the  last  month. 

Rebound 

Nevertheless,  hog  prices  have  re- 
covered somewhat  from  these  levels. 
Why  so,  in  the  face  of  rising  inven- 
tories? Part  of  this  rebound  is  due 
to  the  large  reduction  in  the  expect- 
ed com  crop  predicted  by  the  Au- 
gust and  September  crop  reports.  I 
would  expect  this  rally  to  be  short 
lived  because  there  is  no  getting 
around  the  fact  that  hog  marketings 
in  the  fourth  quarter  of  this  year  will 
increase  about  15%  in  comparison 
with  the  levels  of  last  year.  On  the 
demand  side,  pork  product  consump- 
tion tends  to  increase  from  the  sum- 
mer to  fall,  which  may  partially  off- 
set the  effect  of  increased  pork  sup- 


plies on  pork  prices.  However,  this 
won't  happen  unless  retailers  start  to 
pass  on  the  savings  that  will  become 
available  in  the  live  hog  market.  Con- 
sumers simply  will  not  absorb  more 
pork  at  these  current  prices. 

So,  it  is  difficult,  given  the  funda- 
mentals, to  imagine  much  of  a  rally  in 
live  hog  prices  during  the  fall.  Out- 
right short  sales  in  the  February  con- 
tract are  far  from  riskless,  however. 
A  more  prudent  approach  would  be  to 
set  up  a  hog  spread  by  buying  the 
December  contract  while  selling  the 
February  contract  at  around  even 
money.  The  spread  could  widen  to 
perhaps  100  points  or  more  as  the 
fall  progresses. 

Underpriced 

The  story  for  belbes  is  a  little  dif- 
ferent. Bellies,  since  they  are  frozen, 
are  storable,  whereas  a  hog  farmer 
can  wait  only  so  long  to  bring  his  hogs 
to  market.  With  futures  prices  for  bel- 
lies now  in  the  mid-50s,  there  is  lit- 
tle incentive  to  store  bellies.  (Cash 
bellies  are  in  the  60s.)  Therefore,  few 
producers  would  risk  storing  bellies 
this  fall  until  a  viable  hedging  basis 
in  futures  is  established. 

The  average  cash  price  for  bellies 
in  the  fourth  quarter  probably  will  not 
decline  much  below  55  cents  per 
pound.  In  order  to  realize  a  useful 
hedge,  the  February  contract  should 
rise  above  60  cents  during  the  fall 
months. 

All  this  leads  me  to  believe  that  the 
February  belly  contract  is  under- 
priced  at  this  time.  Because  inven- 
tories will  not  be  building,  this  will 
cause  bacon  producers  to  operate  on 
a  hand-to-mouth  basis.  Thus  the  Feb- 
ruary contract  cx)uld  go  to  a  100-to- 
200  point  premium  over  the  more  dis- 
tant July.  Since,  in  recent  weeks,  Feb- 
ruary has  been  trading  at  a  small  dis- 
count to  July,  the  spread  could  be  put 
on  without  exposing  oneself  to  a  risk 
of  more  than  100  points  or  so.  Indeed 
if  July  moved  to  a  premium  of  more 
than  100  points  to  February,  I  would 
bail  out.   ■ 
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The  Funds 


An  Odd  Little  Fund 


"The  public  is  going  for  income!"  ex- 
ults Ernest  E.  Monrad,  chairman  of 
Boston's  income-oriented  Northeast 
Investors  Trust  (assets:  $115  miUion). 
"The  money  market  funds  are  now 
paying  only  around  5%,  so  the  income 
funds  [which  yield  8%  to  9%]  are  get- 
ting the  money.  Of  our  9,800  share- 
holders, 5,400  are  reinvesting  their 
dividends,  which  is  kind  of  odd  for 
an  income  fund."  Wonderfully  odd. 
Never  has  Monrad  had  it  so  good. 

While  the  mutual  fund  industry  is 
awash  in  redemptions,  income  funds 
are  showing  net  sales,  $282  million  so 
far  this  year  vs.  the  $2-billion  short- 
fall for  mutual  funds  in  general. 

Unlike  many  income  funds,  North- 
east invests  almost  entirely  in  bonds, 
mostly  long-term  ones.  It  has  one  of 
the  highest  yields  around,  8.9%,  and 
also  has  one  of  the  more  successful 
long-term  records.  In  the  last  ten 
years,  the  fund  has  had  a  total  return 
(income  plus  appreciation)  of  78%, 
vs.  65%  for  the  rival  Keystone  B-4 
bond  fund,  68%  for  the  rival  United 
Bond  Fund— and  a  paltry  15%  for  the 
Dow  Jones  industrials. 

Such  bond  funds  as  B-4,  First  In- 
vestors Fund  for  Income  and  IDS 
Bond  have  juicy  yields  also,  but 
Northeast  has  advantages  most  of  the 
others  do  not  have.  For  one  thing, 
Northeast  is  no-load.  It  has  no  sales, 
charge.  Therefore  its  effective  yield  is 
usually  higher  than  that  of  load  funds. 

Keystone's  B-4,  for  instance,  has  a 
yield  of  9.5%  on  its  net  asset  value. 
But  for  the  smaller  investor,  who 
must  pay  an  8.5%  (of  his  investment) 
sales  charge,  the  yield  shrinks  to  8.7%. 
Rowe  Price  New  Income,  Babson  In- 
come Trust,  Steadman  Associated  and 
Dreyfus  Special  Income  are  also  no- 
loads,  but  none  of  them  can  quite 
match  Northeast's  8.9%  yield. 

How  does  Northeast  get  this  supe- 
rior yield?  In  part  through  use  of  lev- 
erage. At  the  moment,  the  fund  has 
$3  million  in  borrowed,  short-term 
money  and  it  expects  to  up  that  to 
$8  million  in  a  few  weeks.  "We  bor- 
row at  prime  [currently  7%],  and  then 
we  turn  it  around  and  loan  it  to  com- 
panies long  term  at  9%,"  explains 
Monrad.  "The  leverage  is  a  great  com- 
petitive tool." 

Northeast  won't  leverage  more  than 
8%  to  9%  of  assets  because  "then  the 
banks  want  compensating  balances,  a 


little  higher  rate  than  prime,  that  sort 
of  thing." 

The  reason  competing  funds  have 
not  followed  suit  is  that  leverage  can 
work  both  ways.  In  1973,  when  short- 
term  interest  rates  spurted  above 
long-term  rates,  "the  leverage  put  a 
little  pressure  on  us,"  admits  Monrad. 
But  not  too  much.  Since  investors 
were  still  buying  the  fund  more  than 
they  were  selling  it.  Northeast  was 
able  to  use  the  new  money  to  pay  off 
the  loans  and  avoid  selling  bonds  at  a 
loss.  It  was  a  deft  performance. 

Last  year,  when  the  yield  curve  re- 
verted to  a  more  normal  pattern. 
Northeast  was  back  into  the  banks. 

"With  an  income  fund,"  Monrad 
likes  to  say,  "you  have  to  go  where 
the  rate  is"— meaning  you  sacrifice  a 
bit  on  quality.  "If  you  buy  only  top- 
graded  bonds,"  reasons  Monrad,  "you 
can  only  lose.  They  can  be  down- 
graded. We  like  to  find  ones  that  can 
be  upgraded."  Past  upgrading  suc- 
cesses include  Textron  Inc.  and  Jim 
Walter  Corp.  Current  "adventure- 
some" bonds,  says  Monrad,  are  Crane 
Co.  8%s  of  1985,  Lykes-Youngstown 
Corp.  7Ms  of  1994  and  lis  of  2000, 
and  Zayre  Corp.  (a  troubled  New 
England  retailer)  8s  of  1996.  "Since 
we  have  so  few  stocks,"  says  Monrad, 
"these  bonds  are  a  way  to  get  capital 
gains."  This  is  a  bit  risky,  but  North- 
east's managers  have  shown  they 
know  what  they  are  doing. 

Utilities,  Yes;  Transportation,  No 

At  the  moment  Northeast  has  a 
disproportionate  number  of  American 
electric  utility  bonds— some  40%  of  its 
portfolio.  Northeast  stocked  up  heavi- 
ly on  electric  utilities  only  a  few 
months  after  New  York's  Consolidat- 
ed Edison  passed  its  dividend  in  early 
1974.  That  shrewd  contrarian  think- 
ing paid  off  beautifully. 

Explains  Monrad  drily:  "We  fig- 
ured this  recession  wasn't  as  bad  as 
that,  and  that  politicians  would  at 
least  let  utilities  pay  the  debt  service. 
We  loaded  up  with  such  things  as 
Duke  Power  13s  of  1979,  Boston  Edi- 
son 12J^s  of  1979  and  Philadelphia 
Electric  12^s  of  1981.  Our  fund  has 
moved  from  a  low  of  $12.25  per 
share  in  1974  to  $14.40  [excluding 
dividends]  today  largely  because  the 
electrics    came    back    so    well.    Even 


Con  Edison  bonds  are  up   20  points 
from  their  lows." 

While  willing  to  gamble  heavily  on 
the  then-troubled  utilities,  Northeast 
usually  shuns  public  transportation  is- 
sues. "We  have  Branilf  10s  of  1986," 
says  Monrad,  "but  we  tend  to  avoid 
rails  and  airlines.  They're  too  hazar- 
dous." Politicians  may  be  loathe  to 
let  the  electric  company  go  belly  up, 
but,  as  Monrad  learned  with  Penn 
Central,  that  doesn't  necessarily  hold 
true  with  the  heavily  regulated  trans- 
portation companies. 

Surprisingly,  Northeast  will  not  buy 
tobacco  issues.  "Although  it  is  amaz- 
ing that  the  public  continues  to  smoke 
more  each  year,"  explains  Monrad, 
who  is  himself  a  nonsmoker,  "as  a 
fiduciary  I  would  say  there  is  some 
legal  risk  in  buying  into  a  product 
that  most  authorities  conclude  does 
hurt  the  public." 

As  for  long-term  interest  rates, 
Monrad  is  not  too  sanguine  about  the 
downward  trend  continuing  much 
longer:  "There  have  been  studies  that 
show  AA  20-year  utilities  will  yield 
3%  plus  the  rate  of  inflation,  and  we're 
getting  reasonably  close  to  an  8%  bond 
rate  now.  I  don't  think  inflation  will 
get  much  below  5%.  It  doesn't  seem 
likely  if  the  Democrats  get  in." 

Northeast  was  organized  as  a  trust 
to  escape  Massachusetts  corporate  in- 
come taxes.  Of  the  fund's  five  trustees, 
two  others  besides  Monrad  work  full 
time.  A  big  mutual  fund  organization 
would  starve  on  a  fund  as  small  as 
Northeast,  but  these  men  run  a  very 
tight  ship.  "While  we  make  decisions 
on  buying  and  selling,"  says  Monrad, 
"we  use  outside  research.  We  would 
have  to  spend  hundreds  of  thousands 
of  dollars  to  duplicate  the  statistical 
research  of  Value  Line  and  Moody's." 

By  keeping  a  tight  ship,  the  men 
who  run  Northeast  do  well  both  for 
their  investors  and  for  themselves.  In 
the  1975  fiscal  year,  Monrad  collect- 
ed $110,000  for  his  services  and 
the  other  two  inside  trustees,  $78,000 
and  $39,000.  This  year,  thanks  to  the 
fund's  increased  assets,  Monrad  should 
net  around  $140,000  and  the  two  oth- 
er trustees,  $100,000  and  $62,000. 
That's  big  money  for  a  small  fund, 
but  these  men  have  to  earn  it:  If  they 
cease  to  perform  well,  investors  will 
start  redeeming  their  shares,  and  the 
party  will  be  over. 
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This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 

The  offer  is  made  only  by  the  Prospectus. 

NEW  ISSUE 

$100,000,000 

Electricite  de  France 

c 

8.90%  Guaranteed  External  Notes  Due  September  15,  1986 
Interest  payable  March  15  and  September  15 

Payment  unconditionally  guaranteed  by 

The  Republic  of  France 


Price  100% 

plus  accrued  interest  from  September  28,  1976 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  an- 
nouncement is  circulated  only  from  such  of  the  underwriters  as  may  legally 
offer  these  securities  in  compliance  with  the  securities  laws  of  such  State. 

Lazard  Freres  &  Co. 

Goldman,  Sachs  &  Go. 

Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 

Morgan  Stanley  &  Co.  The  First  Boston  Corporation 

Incorporated 

Enhn,  Loeb  &  Co.  Salomon  Brothers  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

Bache  Halsey  Stuart  Inc.  Banque  Nationale  de  Paris  Blyth  Eastman  Dillon  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc.  Drexel  Bnrnham  &  Co.  EuroPartners  Securities  Corporation 

Incorporated 

Hornblower  &  Weeks-HemphiU,  Noyes       E.  F.  Button  &  Company  Inc.        Kidder,  Peabody  &  Co. 

Incorporated  Incorporated 

Lazard  Freres  et  Cie      Lehman  Brothers      Loeb,  Rhoades  &  Co.      Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.       SoGen-Swiss  International  Corporation       Suez  American  Corporation 
UBS-DB  Corporation  Warburg  Paribas  Becker  Inc.  Wertheim  &  Co.,  Inc. 

White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 

Amhold  and  S.  Bleichroeder,  Inc.  Bear,  Stearns  &  Co.  L.  F.  Rothschild  &  Co. 

Shearson  Hayden  Stone  Inc.  Shields  Model  Roland  Securities  Weeden  &  Co. 

Incorporated  Incorporated 

ABD  Securities  Corporation  Basle  Securities  Corporation  Daiwa  Securities  America  Inc. 

F.Eberstadt&Co.,Inc.    Robert  Fleming    Eleinwort,  Benson    Moseley,Hallgarten&EstabrookInc. 

Incorporated  Incorporated 

New  Court  Securities  Corporation    The  Nikko  Securities  Co.    Nomura  Securities  International,  Inc. 

International,  Inc. 

Oppenheimer  &  Co.,  Inc.       Stuart  Brothers       Thomson  &  McEinnon  Auchincloss  Eohlmeyer  Inc. 
Spencer  Trask  &  Co.  Tucker,  Anthony  &  R.  L.  Day,  Inc. 

Incorporated 

Wood,  Struthers  &  Winthrop  Inc.  Yamaichi  International  (America),  Inc. 

September  16, 1976 
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Here  Comes 
'The  Herd''! 

^Ierrill  Lynch  is  planning  another 
)ig  plunge  into  the  beleaguered  mu- 
ual  fund  business.  Already  the  giant 
)rokerage  house  is  one  of  the  largest 
etailers  of  other  organizations'  funds, 
t  is  also  the  biggest  underwriter  by 
ar  of  municipal  and  corporate  bond 
rust  funds.  ML  has  peddled  $1.1  bil- 
ion  worth  of  these  trusts  so  far  in 
.976.  While  most  fimd  organizations 
ire  waning,  ML  is  waxing.  Last  year 
he  company  collected  over  $50  mil- 
ion  in  commissions  on  sales  of  unit 
rust  funds  alone. 

But  ML  wants  to  be  a  direct,  ma- 
or  factor  in  the  management  side 
if  the  fund  business.  (Unit  trust  funds 
iren't  "managed,"  their  portfolios  are 
ixed.)  Says  Charles  Ross,  the  man  in 
iharge  of  developing  a  "fund  family" 
md  president  of  Merrill  Lynch  As- 
et  Management:  "Within  a  few  years, 
ve  would  hope  you  could  have  most 
iny  need  satisfied  in  the  fund  area 
lere  at  Merrill." 

At  the  moment,  says  Ross,  "We're 
Poking  at  the  municipal  bond  and 
tock  options  areas  very  closely." 

The  subsidiary  that  Ross  heads  up 
lurrently  manages  three  funds,  with 
ssets  of  more  than  $300  million, 
I'hich  ML  retained  when  it  spun  ofF 
Jonel  D.  Edie  &  Co.  last  summer. 
)ne  fund  is  sold  only  to  the  Japanese 
.nd  another  is  a  money  market  fund. 
?he  third  is  Merrill  Lynch  Capital 
assets:  $170  million),  which  is  a 
jrowth  and  income  fund. 

Why  would  Merrill  Lynch  want  to 
nake  such  a  move  in  an  area  whose 
uture  prospects  are  hardly  consid- 
Ted  glittering?  Especially  since  be- 
ore  long  ML  will  be  prohibited  from 
:ollecting  brokerage  fees  on  its  funds' 
)ortfolio  transactions.  Ross  answers. 
We  have  all  the  resources."  In  other 
vords,  unlike  other  fund  groups,  ML's 
von't  be  burdened  with  large  over- 
»ead.  The  parent's  research  is  in  place 
md  is  already  paid  for  by  the  firm's 
(ther,  current  business.  This  goes  for 
lie  firm's  impressive  sales  force,  too. 
bide  from  a  few  salaries  and  book- 
;eeping  expense*,  the  fund  fees  Mer- 
lU  Lynch  collects  should  pour  right 
,o  the  bottom  line. 

It's  not  inconceivable  that  Merrill 
i^ynch  could  raise  $2  bilhon  and  up 
br  its  "fund  family"  in  the  next  few 


Special  Introductory  Trial  Offer! 

Value  Line  for  the  next 
10  weeks  for  only  $29 


Reasons  for  this  offer: 

Here's  an  opportunity  to  receive  the 
complete  Value  Line  Service  for  the 
next  10  weeks  at  about  half  the  regu- 
lar rate.  This  offer  is  limited  to  one  in- 
dividual in  a  household  that  has  not 
already  had  a  subscription  to  The 
Value  Line  Investment  Survey  during 
the  past  two  years.  Why  do  we  offer 
this  price  reduction  to  new  trial  sub- 
scribers only?  Because  we  have  found 
that  a  high  percentage  of  those  who 
once  try  Value  Line  for  a  number  of 
weeks  stay  with  it  on  a  long-term 
basis.  The  resulting  increase  in  circu-  > 
lation  enables  us  to  provide  the  ser- 
vice to  our  long-term  subscribers  for 
a  lower  annual  rate  than  otherwise 
would  be  necessary. 

Complete  Coverage: 

The  Value  Line  Investment  Survey 
continually  reviews  more  than  1600 
stocks.  Key  data  and  ratings  of  each 
stock  are  updated  every  week  in  our 
Summary  of  Advices.  In  addition, 
each  stock  is  the  subject  of  a  new 
full-page  report  every  13  weeks,  in 
regular  rotation.  About  125  new  full- 
page  reports  are  issued  each  week. 
You  also  receive  our  weekly  "Selec- 
tion and  Opinion"  section  bringing 
you  Value  Line's  forecast  of  the  econ- 
omy and  the  stock  market,  advice  on 
investment  policy,  in-depth  analyses 
of  especially  recommended  stocks, 
and  Value  Line  market  averages,  and 
other  features. 


Bonus: 

Under  this  special  trial  offer  you  re- 
ceive—as a  bonus  at  no  extra  charge 
—the  very  latest  full-page  reports  on 

each  of  the  more  than  1600  stocks 

filed  and  indexed  in  two  strong  ring 
binders  for  your  immediate  refer- 
ence. This  Investors  Reference  Serv- 
ice sells  separately  for  $45. 


Investing  in 
Common  Stoda 


^ 


Mktttolaf 

The  lUat  liac  Raakiigi 


And  this  bonus  too: 

The  64-page  booklet,  "Investing  in  Com- 
mon Stocks,"  by  Arnold  Bernhard, 
Research  Chairman,  The  Value  Line 
Investment  Survey. 

Money  Back  Guarantee: 

If  you  find  that  The  Value  Line  Service 
is  not  all  that  you  expect  it  to  be,  you 
may  return  the  material  we  send  you 
within  30  days  for  a  full  and  un- 
questioned refund  of  your  $29. 
See  for  yourself  how  Value  Line's  in- 
vestment advisory  service  might  help 
you  maximize  your  investment  profit 
possibilities  and  reduce  your  invest- 
ment risk.  Mail  the  money-saving 
coupon  today. 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  E.  44th  St.,  New  York,  N.Y.  10017 


D  Begin  my  special  10-week  trial  to  The 
Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me 
the  Investors  Reference  Service  and  the 
booklet  "Investing  in  Common  Stocks"  as 
bonuses.  My  check  or  money  order  for  $29 
is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 

D  I  prefer  one  year  (52  weeks)  of  Value 
Line,  plus  the  bonus.  Investors  Reference 
Service  and  the  booklet,  "Investing  in  Com- 
mon Stocks"  for  $285.  (There  are  no  restric- 
tions with  this  offer.) 

D  Payment  enclosed     D  Bill  me  for  $285 


416L01 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE         ZIP 

Not  assignable  without  subscriber's  con- 
sent. Foreign  rates  on  request.  Subscrip- 
tion fees  are  fully  tax-deductible.  (NY  resi- 
dents add  applicable  sales  tax.) 


GUARANTEE:  If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  for 
a  full  refund  of  the  fee  I  have  paid. 
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It's  easy  to  see 
why  Ferro's  growing... 


Total  Sales 
Ferro  Corporation 


80% 

INCREASE 


Pre-Tax  Income 
Ferro  Corporation 


80% 

INCREASE 


71 


75 


71 


75 


just  look  around  you, 


Over  four  years,  Ferro  sales  have  grown  80.0%  and  income 
80.5%.  Growth  has  been  national  and  international,  in 
specialty  materials:  specialty  chemicals,  coatings,  colors, 
ceramics  used  in  products  you  see  and  use  every  day. . . 
appliances,  ceramic  tiles,  luggage,  automobile  upholstery, 
cookware,  plastic  bottles,  stereo  speakers,  reflective 
highway  striping  and  more.  Just  look  around  you.  What  you 
can't  see  are  Ferro's  65  manufacturing  facilities  in  18 
countries  on  all  six  continents.  You  can  read  about  them 
in  Ferro's  1975  Annual  Report.  For  your  copy,  write: 
Department  F,  Ferro  Corporation,  One  Erieview  Plaza, 
Cleveland,  Ohio  44114. 


®' 


FERRO 

CORPORATiON 
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years  and  that  could  mean  annual 
management  fees  of  $10  million  or 
more,  not  to  mention  juicy  underwrit- 
ing commissions  when  the  funds  are 
first  oflFered  to  the  pubhc. 

But  the  move  is  not  without  its 
perils,  one  of  them  being  perfor- 
mance. Merrill  Lynch  could  get  em- 
barrassing black  eyes  (as  well  as  re- 
demptions) if  the  funds  did  not  do 
well.  When  it  comes  to  managing 
money,  ML,  like  everyone  else,  is  far 
from  infallible. 

Take  that  Merrill  Lynch  Capital 
Fund  (formerly  Lionel  D.  Edie  Cap- 
ital). Admits  Ross,  "We  certainly 
can't  say  our  performance  has  been 
outstanding."  Since  inception  in  No- 
vember 1973,  the  fund  has  appre- 
ciated 12%— better  than  some  funds  of 
similar  purpose,  but  lagging  many 
others.  Among  those  that  beat  the 
Merrill  Lynch  fund:  Affiliated  Fund 
(Forbes,  June  15),  the  Delaware 
Fund  and  the  Fidelity  Fund. 

What  happened  was  this:  ML  Cap- 
ital had  only  50%  of  its  assets  in  equi- 
ties when  the  market  reached  bottom 
in  September  1974;  it  didn't  switch 
back  fast  enough  to  stocks  when  the 
market  took  off. 

Portfolio  manager  James  P.  Ruf 
believes  the  market  will  perform  well 
in  the  next  12  to  18  months,  and 
this  time  he  thinks  he's  well  prepared. 
Some  88%  of  the  portfolio  is  now  in 
equities,  and  there  are  a  number  of 
cyclical  stocks  such  as  U.S.  Steel  and 
International  Paper.  Ruf  has  been 
cutting  back  on  chemicals,  notably 
Dow.  "Relative  to  corporate  profits 
in  general,"  says  Ruf,  "chemical  earn- 
ings are  not  going  to  look  as  good 
as  they  did  in  1973-75.  We've  in- 
creased our  exposure  in  groups  like 
insurance,  which  we  did  before  their 
big  move." 

Ruf  finds  especially  intriguing  do- 
mestic oils  such  as  Atlantic  Richfield 
and  Shell,  oil  service  stocks  such  as 
Halliburton  and  Schlumberger,  tele- 
phone stocks  like  AT&T  and  General 
Telephone.  Ruf  is  sticking  with  the 
drugs.  "To  give  up  now  would  be  a 
mistake,"  he  maintains.  "The  negative 
factors  such  as  the  Federal  Dnig  Ad- 
ministration are  already  reflected  in 
the  stock  prices." 

Meanwhile,  the  fund's  mediocre 
performance  has  not  gone  unnoticed 
by  its  shareholders.  "Like  the  rest  of 
the  mutual  fund  industry,"  says  Ross, 
"it  has  been  experiencing  significant  , 
redemptions."  ■  * 
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The  Homelite  story: 
how  private  enterprise  ereates 

a  whole  new  market 
and  the  jobs  that  go  with  it. 


Back  in  the  thirties  Homelite  was 
a  little  company  making  small  generators 
for  farmers.  During  World  War  11 , 
it  made  them  for  the  armed  forces— and 
the  payroll  grew  to  1,800.  But  when  the 
war  ended,  down  went  the  demand 
for  generators. 

A  whole  new  business 

The  company  knew  a  lot  about 
making  small,  lightweight  engines.  What 
it  needed  was  a  new  use  for  them. 
And  it  found  one.  Chain  saws.  Back  then 
they  weighed  up  to  100  pounds  and  took 
two  men  to  operate.  The  first  one 
Homelite  made  was  a  one-man  design  that 
weighed  38  pounds. 

Lumbermen  liked  it— and 
Homelite  was  on  its  way.  But  right  from 
the  start  there  was  competition.  To  get 
ahead  of  it,  the  company  kept  making 
chain  saws  lighter,  quieter,  safer,  with  less 
vibration  and 
a  lower  price. 


In  1963  Homelite  introduced 
the  first  really  lightweight  model— only 
16  pounds— and  it  changed  the  industry. 

Today  the  lightest  model 
weighs  8  pounds.  The  market  ranges 
from  professional  loggers,  to  farmers, 
to  homeowners  cutting  firewood  in 
their  backyards.  And  there  are  more 
than  3,000  people  working  in  the 
Homelite  Division  of  Textron. 

But  no  market  grows  forever. 
Which  is  why  Homelite  has  built 
a  new  research  and  engineering  center, 
to  develop  new  products  and  more 
jobs  for  the  future. 

Creating  things,  and  the  jobs 
that  go  with  them.  That's  what 
private  enterprise  is  all  about. 

Spreading  the  word 

It's  a  story  that  people  can 
understand  and  maybe  even  get 
excited  about.  So  Textron  has 
made  it  into  a  television  commercial. 
You  can  see  it  on  the  election  coverage 
programs  of  the  NBC  and  ABC 
networks.  Together  with  other 
commercials  like  it  dealing  with  other 
stories  from  Textron— about  Bell 
helicopters.  Talon  zippers,  Fafnir 
bearings.  And  there'll  be  more. 

We  think  stories  like  these  are 
worth  telling.  You'll  find  several  of  them 
in  our  booklet  "How  Private  Enterprise 
Works  at  Textron".  Just  write: 
Textron,  Providence,  R.I.  02903. 


The  first  Homelite 
chain  saw  — 1949. 
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Stock  Trends 


iVs  Time  To  Sell 
International  Oils 


By  Richard  B.  Hoey 


It's  tune  to  take  profits  in  interna- 
tional oil  stocks.  These  stocks  have 
sharply  outperformed  the  market  over 
the  past  six  months.  The  flow  of  news 
was  good:  Demand  for  gasoline  and 
other  oil  products  was  strong;  the 
price  of  gasoline  rose;  the  Ford  Ad- 
ministration used  administrative  lee- 
way by  the  Federal  Energy  Adminis- 
tration to  loosen  price  controls;  major 
natural  gas  price  increases  were  ap- 
proved (although  later  stayed  by 
court  order).  And  early  this  year  div- 
idend yields  on  international  oil  stocks 
were  nearly  as  high  as  U.S.  Govern- 
ment bond  yields. 

These  fundamentals  are  changing. 
Demand  for  oil  products  is  slowing  in 
the  U.S.  and  Europe.  Uncertainty  is 
growing:  No  one  really  knows  what 
regulation  of  the  oil  industry  will  be 
like  a  year  from  now  if  Mr.  Carter  is 
elected.  And  dividend  yields  on  inter- 
national oil  stocks  just  aren't  competi- 
tive with  government  bond  yields  any- 
more. Investors  should  reduce  their 
positions  in  Exxon  (55),  Gulf  (28), 
Mobil  (61),  Standard  Oil  of  Califor- 
nia (38)  and  Texaco  (27). 

The  Case  For  Arco 

A  price  increase  by  OPEC  is  not 
necessarily  a  benefit  to  the  interna- 
tional oils.  Temporary  profits  on  their 
inventory  of  oil  growing  out  of  such 
a  price  rise  tend  to  increase  political 
pressure  on  the  companies;  at  the 
same  time  they  may  have  some  diflR- 
culty  in  passing  on  all  the  increased 
costs  of  OPEC  oil.  The  real  bene- 
ficiaries of  an  OPEC  oil  price  increase 
will  be  the  domestic  oil  companies: 
One  effect  of  the  higher  prices  is  to 
increase  the  value  of  existing  oil  re- 
serves in  the  U.S. 

Among  domestic  oil  companies,   I 

Mr.  Hoey  is  a  vice  president  and  investment  strategist 
at  Bache  Halsey  Stuart. 


would  stress  those  whose  oil  produc- 
tion will  grow  rapidly,  like  Atlantic 
Richfield  (54).  At  around  50  Arco 
is  the  best  buy  among  major  U.S. 
corporations  for  appreciation  over  the 
next  two  years.  Behind  every  share  of 
the  newly  spUt  Arco  stock  stands  an 
estimated  25  barrels  of  North  Ameri- 
can oil  reserves. 

The  company  has  been  a  laggard 
performer  during  this  bull  market.  By 
way  of  comparison,  the  stock  was  in 
the  low  40s  (adjusted  for  the  recent 
2-for-l  stock  spht)  at  the  end  of  1974, 
when  the  market  was  at  rock  bottom 
with  CM  at  29  and  IBM  at  150. 

Atlantic  Richfield  should  have  a 
rapid  growth  in  earnings  over  the 
next  several  years  as  Alaskan  oil 
comes  on  stream.  Earnings  this  year 
should  be  $4.75  to  $5  a  share  (in- 
cluding some  capital  gains)  and  $5.50 
or  more  next  year,  even  without  any 
contribution  from  the  North  Slope. 
There  is  a  great  deal  of  controversy 
among  oil  analysts  about  how  long  it 
will  take  to  resolve  the  pipeline  prob- 
lems, but  there  is  bttle  question  that 
they  will  be  resolved. 

The  upsurge  in  earnings  likely  in 
the  1977-80  period  for  Arco  contrasts 
with  the  uncertain  outlook  for  over- 
all U.S.  corporate  profits  after  1977. 
The  major  part  of  the  cyclical  profit 
recovery  in  the  U.S.  is  likely  to  be 
completed  by  the  end  of  1977,  but 
Atlantic  Richfield  earnings  should 
start  their  acceleration  about  then.  I 
conservatively  estimate  that  earn- 
ings will  be  running  at  a  $7.50  rate 
by  the  end  of  1978. 

Because  of  a  confused  energy  pol- 
icy in  the  U.S.,  we  are  even  more  de- 
pendent on  imported  Arab  oil  today 
than  we  were  at  the  time  of  the  em- 
bargo. A  combination  of  this  increased 
vulnerability  to  oil  imports  and  a 
buildup  of  Soviet  naval  power  is  be- 
ginning to  increase  the  threat  to  our 
national  security.  No  matter  whether 
Mr.  Ford  or  Mr.  Carter  wins,  we  can 
expect  an  intensified  effort  to  halt  this 
increasing  vulnerability  to  oil  imports. 
The  OPEC  price  increase  expected  for 
January  should  act  as  a  stimulus. 


The  current  oil  policy  favors  new 
oil  production  over  that  of  oil  found 
in  past  years;  because  of  price  con- 
trols, newly  developed  oil  reserves  are 
worth  more  than  old  oil,  which  sells 
for  less  than  half  the  OPEC  price. 
This  bias  in  favor  of  new  domestic 
production  is  likely  to  continue,  stim- 
ulating demand  for  oil  services  and 
exploration  equipment. 

Earnings  in  the  oil  service  indus- 
try should  lag  behind  the  overall 
earnings  picture  this  year,  rising  by 
about  12%  vs.  25%  to  27%  for  corporate 
profits.  But  in  1977  oil  service  earn- 
ings should  rise  about  20%,  outpacing 
the  average  increase  of  10%  to  12%  in 
profits  in  the  U.S.  economy.  Oil  ser- 
vice profits  shoiJd  also  be  able  to  out- 
pace overall  profits  in  1978. 

The  Beneficiaries 

Four  favorite  stocks  are  Helmerich 
<b  Payne  (44),  Baker  International 
(53),  Smith  International  (39)  and 
Hughes  Tool  (50).  Three  larger  com- 
panies—Ha/iifourf  on  (68),  Dresser  In- 
dustries (44)  and  Schlumberger  (98) 
—are  also  attractive. 

Helmerich  &  Payne  owns  23  land 
driUing  rigs  in  the  U.S.,  and  two  new 
rigs  will  start  working  this  fall.  The 
company  is  a  major  holder  of  natural 
gas  reserves  and  would  be  a  major 
beneficiary  of  higher  natural  gas 
prices.  Earnings  are  estimated  at 
$3.80  a  share  this  year,  and  $4.50  or 
more  next  year. 

Hughes  Tool  (estimated  1976  earn- 
ings: $3.40  a  share,  1977:  $4.25),  Ba- 
ker International  ($3.60,  $4.40)  and 
Smith  International  ($4.10,  $4.85)  all 
produce  equipment  used  in  drilling 
oil  wells.  They  should  be  direct  bene- 
ficiaries of  increased  domestic  explora- 
tion activity.  Earnings  gains  for  the 
three  major  oil  service  companies 
should  also  outperform  average  profit 
levels  in  1977  and  1978.  Schlumber- 
ger ($5,  $6.10),  Halliburton  ($3.80, 
$4.40)  and  Dresser  ($4.30,  $5.10) 
should  each  achieve  10%  to  15%  earn- 
ings gains  in  1978,  after  major  in- 
creases in  1977.  ■ 
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Reichhold: 
The  dividends 
of  diversification. 


Sales  up.  Earnings  up.  Dividends  up— 
for  the  fifth  consecutive  year.  And  we  owe  it  to 
our  planned  program  of  growth  through 
diversification  of  markets. 

As  a  glance  at  our  marketing  chart 
will  show:  the  sales  and  profits  of  Reichhold 
Chemicals,  Inc.  derive  from  a  wide  variety  of 
basic  growing  industries,  whom  we  supply  with 
fundamental,  vital  chemical  ingredients. 
Each  comprises  a  balanced 
percentage  of  our  business. 

It's  a  rewarding 
strategy,  as  these  first  half 
figures  for  1976  reveal: 
Sales  up  to  $280.2  million 
from  $198.1  million... 
Earnings  up  to  $9.1  million 
from  $8.5  million...  Per 
share  earnings  up  to  $1.32 
from  $1.23.  And  reflecting 
this  growth :  dividends  up 
again  to  74  cents  a  share 
annually  from  a  rate  of  66  cents. 

"Increase"  is  a  key  word  for 
our  future  outlook.  With  sales  expectations  of 
between  $560  to  $600  million  for  1976.  With 
corresponding  increases  in  dividends  and  earn 
ings.  And  underscoring  these  expectations:  a 
$150  million  expansion  investment  over  the 
next  5  years. 

The  "dividends"  of  our  diversi- 
fication are-many.  For  a  detailed  report 
on  Reichhold,  please  write  to 
Peter  Pass,  President, 
Reichhold  Chemicals,  Inc., 
RCI  Building, 
White  Plains,  N.Y.  10603. 
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Our  dividend-growth  tells  you  a  lot... 

...about  our  continuing  program  of  growth 

through  market  diversification. 


MARKETING  DIVERSIFICATION 
OF  REICHHOLD  CHEMICALS 
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Shoppers  Special 


The  stock  market  may  have  run  out 
of  steam,  but  it  hasn't  run  out  of 
statistical  bargains.  Below  are  listed 
44  companies  selling  at  a  price/ earn- 
ings multiple  roughly  half  that  of  the 
Standard  &  Poor's  500  average  (which 
now  has  a  P/E  of  11.5).  Despite  the 
half-price  sale,  however,  these  are 
companies  of  above-average  profit- 
ability.  Each  of  these  stocks  has  an 


average  return  on  equity  in  recent 
years  that  tops  Forbes'  All-Industry 
Median  of  11.6%  (Jan.  1). 

Among  the  more  interesting  names 
on  this  list  is  J.  Ray  McDermott, 
which  builds  oflFshore  oil  rigs,  has  an 
average  return  on  equity  in  recent 
years  of  19%— soaring  to  41%  in  the 
latest  fiscal  year— but  which  sells  for  a 
modest  five  times  earnings  because  of 


Statistical  Spotlight 


temporary  oversupply  in  certain  ex- 
ploration areas.  Among  conglomerate 
stocks  that  have  been  on  the  rise  since 
their  1975  low  points.  Gulf  &  West- 
em,  with  a  16%  average  return,  should 
not  be  overlooked  at  just  four  times 
earnings.  White  Consolidated  and 
Alco  Standard,  also  highly  diversified 
companies,  should  benefit  from  a 
broad-based  economic  recovery.   ■ 
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Alco  Standard  Corp 
Allegheny  Power  System 
Amerada  Hess 
American  Petrofina 
Ashland  Oil 


13.6% 

12.6 

23.4 

17.4 

15.9 


6 
7 
6 
6 
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12-5 
41-2 
17-3 
20-3 
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163/4 
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63V8-12V4 

4OV2  -203/8 
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4.3% 

8.1 

1.4 
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6.5 


24% 
56 
8 
41 
36 


Athlone  Industries 
Beneficial  Corp 
Blue  Bell 

Central  Soya  Company 
Coastal  States  Gas 


16.7 
15.0 
16.0 
13.3 
14.0 


5 
5 
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7 
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19-1 
16-4 
21-3 
15-5 
30-1 


2.67 
4.70 
3.97 
2.15 
2.64 
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21 

14% 

10 


14%-  3V8 
553/8-113/4 
263/8-  6 
233/4-  93/8 
563/4-  35/8 


4.7 
5.9 
3.8 
4.0 
none 


22 
31 
20 
28 


Collins  &  Aikman 
Colonial  Stores 
Del  Monte  Corp 
Ethyl  Corp 
Garfinckel,  Brooks  Bros 


12.5 
13.3 
14.3 
18.6 
12.4 


5 
6 

7 
6 
6 


42-3 
17-4 
15-4 
9-3 
15-3 


1.83 
3.46 
4.43 
6.68 

2.27 


9% 
203/4 
29 
38 
133/8 


32 V4-  3V2 
363/8-14 


293/4. 
491/4- 
29V8- 


153/4 

18% 

63/e 


5.7 
7.0 
5.2 
3.9 
7.8 


29 
42 
34 
22 

46 


Gulf  &  Western  Ind 
Harsco  Corp 
Hershey  Foods 
Houdaille  Industries 
Inland  Container 


16.2 
14.8 
13.7 
15.9 
13.5 


4 
6 
6 
6 
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14-3 
12-2 
23-4 
17-3 
19-3 


4.14 
3.90 
3.24 
2.62 
4.07 


17^/4 

21% 
21 

I6V2 
281/4 


21 V2  - 
271/2- 

313/8- 

17%- 
34     - 


61/2 

83/4 
81/2 

6 

91/2 


3.5 
5.9 
4.8 
5.8 
3.5 


14 
33 
31 
36 
25 


Iowa  Beef  Processors 
Kane-Miller  Corp 
Kings  Dept  Stores 
Levi  Strauss 
Maremont  Corp 


21.7 
12.5 
18.3 
19.2 
13.5 


3 
4 
6 
5 
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21-2 
18-2 
22-4 
46-2 
30-4 


9.06 
2.66 
1.54 
4.07 
2.50 
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J.  Ray  McDermott  &  Co 
McDonough  Co 
Mobil  Corp 
Moore  McCormack 
Norris  Industries 


19.1 
16.8 
14.1 
14.4 
16.8 


5 
5 
7 
6 
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39-3 
12-2 
13-3 
18-1 
15-2 


11.23 
3.78 
8.39 
8.57 
6.41 


511/4 

18 

603/4 

49 

38 


561/4 -143/4 
251/4-  5% 
75% -305/8 
551/2-  51/4 
581/4-10 


Northern  Natural  Gas  15.6 

Ocean  Drilling  &  Expl  17.3 

Ogden  Corp  17.1 

Oxford  Industries  19.1 

Ralph  M.  Parsons  Company  20.6 


7 
6 
4 
4 
6 


13-4 
56-8 
15-3 
11-2 
23-2 


6.63 
4.22 
4.76 
4.18 
3.71 


441/2 
261/4 

203/8 

I81/4 
21 


53     -17 
75V2-20 
24     -111/2 
253/8-  7 
261/4-  61/8 


2.0 
4.4 
5.6 
2.0 
4.2 


4.7 
0.8 
5.9 
3.7 
3.8 


9 

21 
41 
12 
25 


31 
5 
25 
16 
22 


Republic  New  York  Corp  25.1 

Stone  &  Webster  21 .9 

Thiokol  Corp  15.1 

Tidewater  Marine  Service  22.9 

Transco  Companies  15.4 


4 
6 
6 
6 

7 


15-3 
20-5 
14-3 
20-5 
25-3 


5.22 
8.29 
2.82 
2.95 
2.23 


223/4 

51 

173/8 
18% 

15  5/8 


541/4-14 
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22  -  8V2 
231/2-  95/8 
20 1/2-  43/4 


Tyler  Corp 

Universal  Leaf  Tobacco 

V.F.  Corp 

White  Consolidated 


24.0 
13.6 
18.0 
19.5 


6 
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12-2 
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3.12 
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2.87 
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341/4-  9 
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14 
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In  Germany  people  on  the  move 
watch  every  move  Der  Spiegel  makes. 


Occasionally  controversial,  always 
provocative,  Der  Spiegel  commands  the 
interest  of  Top  Germany — the  prime  movers 
who  take  the  decisions  in  this  fast-moving 
economy.  You'll  run  into  them  on  Lufthansa, 
the  TEE's  or  Germany's  own  crack  Inter-City 
express  trains  .  .  .  probably  plunged 
in  their  copies  of  Der  Spiegel. 
There  are  lots  more  of  them 
studying  Der  Spiegel  in  the 
office  and  at  home. 

Der  Spiegel  is  unique.  The 
largest  newsmagazine  outside  the 
U.  S.  A. ,  the  only  newsmagazine  in 
Germany. 
If  this  doesn't  move  you,  consider 
further:  Der  Spiegel  reaches 
3  million  men,  2  million  women  in 
Germany  every  week.  Most  of  them  at 
the  top  end  of  the  ladder.  The  movers. 
And  it  reaches  38. 4%  of  identified 
business/administrative  decision  makers 
per  week  (65. 9%  of  them  over  any 
12-week  period).  The  movers  who  move  the  movers. 
To  pick  an  objective  standpoint  in  a  moving  world,  you 
can't  find  a  better  platform  in  Germany  than  Der  Spiegel. 

For  further  details,  ask  Fred  F.  Fields  or  Henry  G.  Meyer-Oertel 

at  INTA  Advertising,  Inc. ,  U.  S.  advertising  representatives  of  Der  Spiegel 

1560  Broadway,  New  York,  N.  Y.  10036.  (212)  575-9292. 

They  would  like  to  send  you  examples  of  successful  advertisements 

in  Der  Spiegel  — the  comments  come  from  a  most  highly  qualified  source, 

namely  the  advertisers  themselves. 


If  you  want  to  move  people  on  the  move. 
You  can  move  them  through  ... 

DER  SPIEGEL 


Source  for  all  statistics:  LAE  75.  an  analysis  of  13  selected  publications,  and  MA  75,  Germany's  only  annual  sjndicated  national  readership  survey. 


Money  And  Investments 


Overseas  Commentary 


I 


t  is  now  more  than  two  years 
(Forbes,  May  15,  1974)  since  this 
column  advised  caution  toward  gold 
and  gold  shares.  It  was  a  stock  mar- 
ket forecaster's  dream:  predicting  the 
reversal  of  a  strongly  established 
trend,  then  watching  it  develop.  Fur- 
thermore the  timing  couldn't  have 
been  better.  I  probably  should  have 
rested  on  my  laurels:  My  subsequent 
references  to  gold  shares  somewhat 
diminished  the  luster  of  that  1974 
prediction.  Still,  I  am  happy  with 
my  record. 

To  refresh  your  memory:  Gold 
shares  generally  move  counter  to  ma- 
jor trends  in  the  U.S.  market.  My 
reasoning  has  been  that  they  repre- 
sent an  insurance  policy  against  other 
things  going  wrong  and  so  I  advocat- 
ed that  gold  shares  belong  in  every 
portfolio,  representing  5%  to  10%  of 
the  total.  This  policy  has  worked  rea- 
sonably well,  particularly  since  I  rec- 
ommended a  reduction  to  the  mini- 
mum at  the  very  peak  of  the  market. 

Nevertheless,  I  have  to  admit  that 
the  debacle  in  South  African  gold 
shares  reached  extremes  that  I  had 
not  visualized:  From  their  peak  in 
1974  to  their  1976  low.  South  Afri- 
can gold  shares  declined  by  85%.  In  a 
recent  four-week  period  alone  they 
dropped  a  dramatic  35%. 

Switch  In  Signals 

But  the  point  of  this  column  is  not 
to  glory  in  past  predictions,  nor  to 
recount  painful  history.  The  purpose 
is  to  predict  the  end  of  the  bear  mar- 
ket in  gold  shares.  This  is  my  reason- 
ing: Back  in  1974,  the  signals  for  a 
downturn  were  unmistakable.  Funds 
specializing  in  gold  shares  were  lead- 
ing the  year's  performance  derby  and 
were  growing  in  number;  information 

Mr.    Oechsle   is   associated    with    Putnam    Manage- 
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A  Turnaround 
In  Gold  Shares? 

By  Walter  Oechsle 


services  specializing  in  precious  met- 
als were  sprouting  up  everywhere; 
brokerage  reports  recommending  gold 
shares  featured  ever  higher  assump- 
tions on  the  price  of  gold.  To  me 
these  were  real  danger  signals.  Today 
the  signals  have  gone  to  the  other  ex- 
treme: Gold  and  gold  shares  have 
practically  no  friends  left. 

Newspaper  stories  featiire  the 
plight  of  the  gold  bugs.  The  premi- 
ums of  closed-end  funds  specializing 
in  gold  shares  have  dwindled  or 
turned  into  discounts.  The  economic 
and  political  viability  of  South  Africa 
is  questioned.  Everyone  knows  that 
the  supply  of  gold  from  the  U.S.  Trea- 
sury, the  IMF  and  the  Russians  is 
sufficient  to  overwhelm  demand  for  as 
long  as  anyone  cares  to  look. 

In  brief,  there  is  absolutely  no  rea- 
son why  gold  shares  should  go  up. 
But  this  is  exactly  the  reason  why 
I'm  beginning  to  like  them  again. 

Bull  and  bear  markets  alike  always 
go  to  extremes,  generally  much  fur- 
ther than  anyone  hopes  or  fears. 
Overwhelming  sentiment  in  one  di- 
rection characterizes  the  end  of  ma- 
jor bull  or  bear  markets.  We  had  it 
at  the  bottom  of  the  U.S.  stock  mar- 
ket in  late  1974  on  the  bearish  side, 
just  as  we  had  it  in  the  gold  share 
market  earlier  that  year  on  the  bull- 
ish side.  I  don't  see  gold  shares  be- 
coming any  more  unpopular  than 
they  are  now.  Normally  this  is  the 
point  from  which  bull  markets  start. 

There  are  two  well-founded  fears 
about  gold  and  gold  shares.  Let  us 
examine  them: 

1)  International  Monetary  Fund 
sales  will  continue  to  depress  the 
price  of  gold  indefinitely.  Clearly  it  is 
not  the  objective  of  the  IMF  to  do 
this.  The  sales  are  intended  to  bene- 
fit the  developing  countries.  The 
plight  of  the  latter  has  been  getting 
worse,  and  the  lower  the  price  of  gold 
the  smaller  the  benefit  to  these  coun- 
tries. Several  developed  countries,  in- 
cluding Italy  and  Germany,  are  in- 
volved in  loans  secured  by  gold  and 
thus  they  have  a  vested  interest  in 
stopping    the    decline    in     its    price. 


Those  countries  supporting  a  high 
price  of  gold  vastly  outnumber  those 
favoring  a  low  price. 

2)  The  political  situation  in  South 
Africa  is  simply  too  risky.  Admitted- 
ly this  is  a  more  difficult  point  to 
argue  against.  It  is  equally  difficult 
to  visualize  who  would  benefit  from 
a  civil  war  there  and  the  odds  are 
that  the  racial  unrest  has  passed  its 
peak.  Nevertheless,  fear  of  political 
and  social  upheaval  will  continue  to 
overhang  that  market  for  some  time. 
This  is  an  obvious  negative,  but  at 
85%  below  their  peaks  the  gold  shares 
have  to  be  discounting  something. 

A  Choice  Of  Five 

Both  individual  stocks  and  the 
overall  market  usually  go  up  when 
there  are  pleasant  surprises.  In  the 
case  of  South  African  gold  shares, 
the  pleasant  surprise  will  be  either 
of  these  developments  or  both— the 
gold  price  will  not  go  below  $100 
and/ or  there  will  be  an  improvement 
in  the  political  and  social  environ- 
ment in  South  Africa. 

The  best  way  for  American  inves- 
tors to  participate  in  South  African 
gold  shares  is  probably  by  means  of  a 
fund  specializing  in  them.  An  ob- 
vious possibility  is  New  York-based 
International  Investors  (around  8), 
which  has  a  well-diversified  portfolio 
of  South  African  gold  shares.  Other 
possibilities  include  South  African 
holding  companies  such  as  Anglo 
American  Gold  (15)  and  Gold  Fields 
of  South  Africa  (10).  For  the  more 
venturesome,  direct  positions  in  mines 
that  feature  low  production  costs  and 
high  yields  are  recommended— two 
are  Free  State  Geduld  (12)  and 
Western  Holdings  ( 17) . 

Does  my  renewed  emphasis  of  gold 
shares  mean  that  I  have  changed  my 
optimistic  view  of  the  world's  major 
stock  markets?  Definitely  not.  But  I 
do  recommend  restoring  the  gold 
share  "insurance"  to  the  old  5%  mini- 
mum. The  cost  of  that  in.surance  has 
declined  dramatically  and  the  bar- 
gain it  represents  is  irresistible.   ■ 
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Rugged  and  handsome  cases  in  red  and 
black  with  title  embossed  in  gold.  Prices: 
$4.95  each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box  Corp., 
Dept.  FB,  P.O.  Box  5120,  Phila.,  Pa.  19141. 
Please  allow  3  to  4  weeks  for  delivery. 


WHAT    IS    YOUR 
JEWELRY  Really  WORTH? 


Probably  more  than  you  think. 


7  East  48  Sireel/New  York,  N.Y.  10017/212-755-0601 

(West  Coost)  Kazanjion  Bros.,  332  N.   Rodeo  Dr. 

Beverly    Hills,    Calif . /21  3-272-061  6 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  Vz  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  Information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Sendees 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR 

Dallas,  Texas  75229  Ph.  (214)  243-4253 

Coll  toll  free  ■600-527-2654  cicept  (rem  Texos 


FREE  APPRAISAL  off 

SCOTCH  WHISKY 

Holdings 

If  you  have  Scotch  Whisky  and  would  like 
to  sell,  we  may  have  buyers.  Tell  us  the  year, 
distillery,  and  qmantity  and  you  will  receive 
a  prompt  written  reply. 

(MIn.  quantity:  500  gal.  of  grain  or 
Manda;  250  giri.  of  malt) 

RESALE  ACCRUED  EQUITIES  inc. 

Broker  Owalcrs  Regtstarad  with  the  S.E.C. 

WrKe  F.E.S.  Schoenwald 

380  Lexington  Ave.,  N.Y.C.  10017 

(212)M01-3595 


Trends  &Tangents 


{Continued  from  page  12) 


Business 


Van  Fare 

Southern  Pacific  Co.,  the  nation's 
second-largest  railroad,  has  come  up 
with  a  proposal  to  end  the  commuter 
train  drain  which  cost  the  company 
$5.3  million  in  1974  and  an  expected 
$8.9  million  in  1976.  The  company 
hopes  to  entice  the  8,000  commuters 
who  ride  the  47-mile  run  between 
San  Francisco  and  San  Jose  off  the 
tracks  and  into  vanpools.  What's  spe- 
cial about  this  van  plan  is  that  the 
railroad  is  offering  to  give  the  vans 
directly  to  the  commuters.  According 
to  a  proposal  issued  to  commuters 
last  month,  the  company  is  willing  to 
purchase  and  deliver  1,000  new  eight- 
passenger  vans,  if  and  when  the  line 
discontinues  its  service.  Each  vanpool 
member  would  then  own  a  one-eighth 
interest  in  a  vehicle  and  would  share 
equally  in  expenses. 

A  Man  Under  The  Influence 

Ken  Schuchter  of  Morrow,  Ohio 
can't  forget  the  night  he  had  a  bit  too 
much  to  drink  at  a  neighbor's  wine- 
tasting  party  back  in  1969.  A  friend 
talked  Schuchter,  a  longtime  General 
Motors  purchasing  agent  and  week- 
end truck  farmer  of  200  acres,  into 
planting  grapes  for  wine.  Schuchter 
laid  out  $6,500  for  12,500  French 
hybrid  and  American  grape  plants- 
enough,  he  figured,  to  plant  two 
agres.  In  fact,  that  was  enough  for 
20.  Stuck  with  them,  he  planted,  and 
so  began  Ohio's  largest  winery,  Val- 
ley Vineyards.  Today,  Valley  Vine- 
yards is  a  $250,000-a-year,  45-acre 
operation.  Schuchter  quit  his  GM  job 
and  now  employs  12  people.  Word  of 
mouth  sells  95%  of  the  output  right 
there  at  the  vineyard,  which  recently 
won  an  award  for  producing  the  best 
dry  red  wine  in  the  U.S. 

Cut  The  Gas 

Airlines  can  look  forward  to  2%  to 
5%  fuel  savings  from  a  newly  de- 
veloped airborne  energy  management 
computer.  The  computer  provides 
data  for  maximum  aircraft  perfor- 
mance with  minimum  fuel  consump- 
tion from  takeoff  to  landing.  Based  on 
a  2%  saving,  it  would  pay  for  itself 
on  a  Boeing  747  in  just  four  months 
-or  12  months  on  a  Boeing  727.  The 
system's  advantage  is  that  it  enables 
the  pilot  to  ask  those  "what  if"  ques- 
tions about  the  effect  of  alternate 
speeds,  altitudes,  temperatures  and 
other  variables  on  fuel  usage.   ■ 


r.  MWE  PRICE 

GROWTH  STOCK 

^FUHD,IHC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.  Rowe  Price  Growth  Stock  Fund,   Inc. 

100  Eost  Pratt  Street,  Dept.  A6 

Baltimore,  Md.  2)202  Phone:   (301)  547-2136 


.  J.p. 


THE  DIAMOND  OF  HER  DREAMS 

at  investment  prices 


Buy  Diamond  Jewelry  direct  from  one  of 
America's  well  known  diamond  cutters. 
Pay  only  actual  market  price.  We  refund 
all  monies  unless  your  own  appraisal 
shows  value  VttoYt  higher. 

OVER  6,000  STYLES  $100.  to  $100,000 
Send  for  FREE  92-pa«e  CatalogI 

EMPIRE  DIAMOND  CORP.,  Dept.  46.  66th  fl. 
Empire  State  BIdg.,  New  York,  N.Y.  10001 

Name 

Address Zip 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant    Hi    income    for    right    person. 

$U.S.  34,000  Cash  Will  Handle 

For  details  wrttt  (hrinf  plHine  no.  tO:  Dapt  21.  Computer  CapiUI  Corp.. 

6922  HoHvwocd  BM..  Los  Angeles.  Calf.  90021 

Oli  Call  Mr  Van:  (213)  463-4841 
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Would  an  American 
gin  distiller  end  up 
on  the  rocks 
in  England? 


,.^f^' 


i 


»^j:^ 


« 


^ 


Imported  from 
Birmingham,  Alabama, 


He  would.  The  amount  of  American  gin  En- 
gland imports  is  so  negligible  that  records  aren't 
worth  keeping. 

time's  Research  and  Marketing  Department 
collects  information  on  international  marketing 
patterns  in  many  important  categories  and  in  a 
great  many  countries. 

This  group  is  glad  to  collaborate  with  your 


own  marketing  people  in  searching  for  the  best 
ways  to  move  your  products  through  the  markets 
of  the  world  with  great  ease  and  greater  profits. 

Next  time  you're  reviewing  your  multina- 
tional marketing  strategy,  you  would  probably  do 
well  to  call  us  in. 

Together,  we  should  be  able  to  distill  a  fool- 
proof plan. 


For  multinational  marketing 


I 


Readers  Say 


(Continued  from  page  18) 

by  the  chef  of  one  of  New  York's  top 
restaurants  as  the  best  made. 

—Harriett  Miller 
New  York,  N.Y. 

Sir:  I  will  be  attending  [a  conven- 
tion] in  Atlantic  City  Oct.  10  to  14, 
and  en  route  would  like  to  stop  by  to 
give  you  the  opportunity  to  taste  Snel- 
grove  "Distinctive"  Ice  Cream. 

— C.  Laird  Snelgrove  Jr. 

Vice  President-Operations, 

Snelgrove  Ice  Cream  Co. 

Salt  Lake  City,  Utah 

Goody!-MSF. 

Decimal  Makes  A  Difference 

Sir:  Ben  Weberman's  article  (Sept. 
1 )  concerning  insured  municipal 
bonds  stated  that  AMBAC's  premium 


rates  run  from  a  minimum  of  0.95% 
(95  cents  per  year  per  $1,000)  to 
4.6%  ($4.60  per  $1,000).  The  [per- 
centages] should  have  been  stated  at 
0.095%  and  0.46%  respectively. 

—Harold  M.  Miller 
Essexville,  Mich. 

No  Extra  Credits 

Sir:  "Where  There's  Life"  (Aug. 
1)  attributes  to  me  a  projection  that 
Management  Assistance  Inc.'s  fiscal 
1976  earnings  would  be  $9  million. 
We  reported  nine-month  earnings  of 
$9.2  million  and  indicated  that  we 
expect  earnings  [of]  more  than  $12 
million  for  fiscal  1976. 

— Raymonhd  p.  Kurshan 

Chairman,  President, 

Management  Assistance  Inc. 

New  York,  N.Y. 

Discriminatory  Ruling 

Sir:  Re  "The  Right  Guys  Will  Now 
Be  Holding  The  Bag"  (Fact  ir  Com- 


ment, Aug.  15).  The  FTC  ruling  is 
discriminatory.  If  someone  pays  cash 
for  a  product,  he  would  not  have 
the  same  resource  as  the  individual 
who  finances  that  same  product 
through  the  selling  dealer.  .  .  .  Al- 
though I  have  never  had  a  warranty 
problem  I  could  not  solve,  I  will  be 
providing  less  and  less  financing. 

—John  A.  Swick 

President, 

Anchor  Marine,  Inc. 

Farmingdale,  N.J. 

How  To  Exercise 

Sir:  Your  "Scary,  Isn't  It?"  (Fact 
h-  Comment,  Sept.  15)  concerning  the 
annual  checkup  reminds  me  of  the 
90-year-old  man  who,  when  asked  to 
what  he  ascribed  his  longevity,  re- 
plied, "Serving  as  pallbearer  for  my 
friends  that  exercised  daily  and  had 
annual  checkups." 

—Harry  R.  Menges 
Alexandria,  Va. 
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REAL  ESTATE  FOR  SALE 


CONDOMINIUM 

Singer  Island,  Fla.  -  By  owner, 
oceanfront,  15th  floor,  2  Bedrooms, 
2  Baths,  1500  sq.  ft.  wrap-around 
terraces.  G.E.  appliances,  sprink- 
ler system,  completely  equipped 
recreation  center,  garage  parking. 
Immediate  occupancy.  New,  never 
lived  in.  Box  A106,  FORBES,  60 
Fifth  Ave,,  N.Y.,  N.Y.  10011 


ELIZABETHTOWN,  KENTUCKY 

50  lots  available  for  single  family 
houses  in  tow  $30^5  within  city 
limits,  good  schools,  all  utilities, 
only  16  miles  from  Ft,  Knox  on 
E'town  Bypass.  Test  houses  com- 
pleted and  sold.  Mayan  Towers 
Inc.,  1340  W.  53rd  Street,  Man- 
gonia  Park,  Florida  33407.  Ph.  305- 
848-4334. 


ARIZONA-52,000  ACRE  CATTLE  RANCH-LAND  BANK  INVESTMENT 

This  property  is  strategically  located  halfway  between  Phoenix  and 
Tucson  in  Arizona's  rapidly  growing  "Golden  Cbrridor".  The  ranch 
has  a  100  year  history  as  a  successful  year-around  cattle  operation 
without  supplemental  feed.  20  water  sources  are  evenly  located  over 
the  property.  Estate  Executor  has  priced  the  ranch  well  below  its 
market  value  for  quick  sale  with  excellent  terms.  Professional  man- 
agement or  venture  partner  is  available  to  handle  cattle  operations 
while  property  is  being  "Land-Banked"  for  future  resale.  This  is  an 
excellent  opportunity  for  Syndication.  Call  or  write:  J.F.  O'Betka 
Realty,  1122  Main  St.,  Florence,  AZ.  85232.  Ph.  602/868-5883. 


RECREATION/VACATION  SITES 

2  Canadian  Islands:  2V2  acres  of 
rustic  serenity,  Ontario  Province 
near  Seaway.  Cottage  sleeos  10. 
Boathouse,  Electricity.  Priced 
$100,000  complete. 
Hunting  enthusiasts:  NY  'Finger 
Lakes  section,^  splendid  view,  400 
acres  suitable  for  preserve.  6 
stocked  ponds,  6  plantations  pines. 
Adj.  state  game  preserve.  Less  than 
1  hr.  to  Rochester,  priced  $650  an 
acre.  Ben  Karol,  Realtor.  Geneva, 
NY  14456.  Phone  (315)  789-8563. 

2200  ACRES  OF 
PRIVATE  ISLAND  PARADISE: 

The  entire  private  section  of  South 
Fox  Island  (remainder  owned  by 
State  of  Michigarr)  in  the  recreation 
waters  of  Lake  Michigan  is  avail- 
able. Complete  with  3500  ft.  air- 
strip, and  lodging  for  40  people. 
This  could  be  a  great  retreat  for 
your  firm,  or  an  unsurpassed  devel- 
opment site.  Write  Scott  House. 
Gilbert-lvonen-Realty,  Frankfort,  Mi. 
49635. 


PALM  BEACH 

A  superb  residence  of  3  bedrooms, 
3V2  baths  and  a  guest  house  with 
two  apartments  only  two  blocks 
from  Worth  Avenue.  Both  build- 
ings completely  modernized  with 
all  conveniences.  Ideal  residence 
for  individual  or  corporation.  So- 
vek.  Inc..  1340  W.  53rd  Street,  Man- 
gonia  Park,  Florida  33407  -  Tel. 
305-848-4334,  or  your  broker. 


AVIATION 


■USINESS  AND  COMMERCIAL 

JET  AIRCRAFT  OF  ALL  TYPES 

AVAILABLE  FOR  BIOS 


(202)331-6000 


TLX8»-2967 


CONVENTION  PRODUCTIONS 


"Meetings  People" 

Producers  ot  Successful  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  EnlerlainmenI 


Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washington  • 
Atlanta  •  Houston  •  San  Francisco 


MANUFACTURERS'  RERESENTATIVES 


BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter.  Dept.  178A, 
23573  Prospect  Avenue,  Farming- 
ton,  Michigan  48024. 


MARINE  AND  MILITARY  SALES 

BRA  is  a  technically  oriented  mktg. 
group,  with  solid  experience  in  De- 
fense Sales.  We  speak  the  lan- 
guage. Perhaps  you  can  use  our 
skills. 

Barrett-Randall  Assoc., 

220  Prince  George  St.. 

Annapolis.  Md.  21401. 

(301)  268-7826 


America's  business  leaders  read  FORBES  regularly. 


COMMODITIES 


FREE  REPORT:  How  the 
Young  Millionaires  Trade 
Commodities 

Fifty  successful  trading  rules  developed 
from  Interviews  with  young  millionaires  by 
COMMODITIES  magazine  editors.  Yours 
free  when  you  enter  a  $10  introductory 
♦-month  subscription  to  COMMODITIES. 
You  will  read  articles  written  by  top  men  in 
their  fields.  Their  insights  give  you  a  unique 
profit  perspective. 

Send  your  $10  for  the  low  price  4  mo.  trial 
offer  and  we  will  rush  you  the  current  issue 
and  your  "Young  Millionaires"  report 
immediately.  (Regular  rate:  $34  yearly) 


219  Parkade  •  Cedar  Falls,  la  •  50613 
□  My  check  for  a  $10,  4-month  subscrip- 
tion is  enclosed 

Name 

Arlrirass 

City 


State. 


-^ip- 


GAMING 


BEST  TR'E -DICE 


■  Makt  Dough 

■  Llktt"PRO"lL| 

!  la  all  UializM  _,  .    .  .    .     - 

5  casiim . . .       Plac*  only  5  bats.  • 

■  All  numbers  are  in  your  favor  S 

■  Including  7.  ■ 
'.3. 4. 5, 6. 7. 8, 9. 10. 11  and  12  J 

Ton  win  tvtry  roll!— FrM  details  .  S 
M.  C.  CORBIN  CO.,  Oept  F-10     L/f 
iBoji   869,  Radio  Ciiy  St«..N>r.100)9T 


ART 

ART  PRICES 
INT'L  AUCTION  RECORDS  -  1976 

Latest  world-wide  art  auction  prices. 
Oil  paintings  •  Water  Colors  •  Draw- 
ings •  Engravings  •  Sculpture  1100 
pages  -  7,000  artists  of  all  periods; 
over  30,000  prices,-  $70.00  post  paid 
(N.Y.  residents  add  applicable  tax). 
Send  check  or  money  order  to: 
EDITIONS  PUBLISOL,  P.O.  Box  339, 
Dept.  F2;  Gracie  Sta.  N.Y.  10028. 
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HOW  TO  ADVERTISE  IN 
FORBES  CLASSIFIED 

REfiULAR    CLASSIFIED    LISTINGS: 

All  listings  are  accepted  at  the  dis- 
cretion of  the  Publisher.  Line  rate 
is  S14.80.  Minimum  size  ad  is  one 
inch  (14  agate  lines)  costing 
$207.20.  FORBES  will  typeset  with- 
out charge. 

DISPLAY  CLASSIFIED  ADVERTIS- 
ING: Line  rate  is  $14.50.  Minimum 
size  for  display  is  two  inches  (28 
agate  lines)  costing  $406.  Must  be 
submitted  as  film  negative  or 
camera-ready  mechanical  to  size. 
For  specific  requirements  send  for 
order  form. 

Box  numbers  provided  on  request. 
There  is  no  charge  for  mailing  serv- 
ice on  blind  ads. 

FORBES  CLASSIFIED  is  published 
in  the  first  issue  of  each  month. 
Advertising  closing  date  is  the  first 
day  of  the  preceding  month. 

Frequency  discounts  available.  Pay- 
ment must  accompany  order  unless 
from  accredited  agency. 

Contact:     Sarah  Madison 

FORBES  CLASSIFIED 
60  Fifth  Ave.,  NYC  10011 
(212)  675-7725 


BUSINESS  OPPORTUNITIES 


IMMEDIATE  CASH 

Florida's  leading  jeweler  pays  high- 
est prices  ever  for  diamonds,  pre- 
cious jewels,  antiques.  Bank  refer- 
ences available.  Write  or  telephone, 
Mr.  Jordan,  Balogh  Jewelers,  447 
Arthur  Godfrey  Road,  Miami  Beach, 
Florida  33140  -  305-531-0087. 


"FAST  FOOT"  FRANCHISE 
MAKE  IT  YOUR  BUSINESS 

Own  THE  ATHLETE'S  FOOT  store, 
unique  new  concept  specializing  in 
athletic  shoes,  America's  hottest 
footwear  sellers.  Modest  cost  to 
join  92-store  franchise  group.  (412) 
263-2077.  Athlete's  Foot  Marketing, 
725  Liberty  Ave.,  Pittsburgh,  PA. 
15222. 


HOME  IMPORT  BUSINESS 

Big  earnings  in  profitable  hobby  or 
retirement  project.  Deal  direct  with 
overseas  suppliers.  Tax  free  travel. 
Newest  products  at  fraction  U.S. 
cost.  200%  or  more  profit.  Full  time 
or  few  hours  a  week.  No  product  in- 
vestment. No  costly  middlemen. 
Famous  world  trader  starts  you. 
Free  report  "How  to  Import  and  Ex- 
port." Write:  Mellinger,  Dept.  C159A, 
Woodland  Hills,  California  91364. 


AUTOMOBILES 


CAPITAL  &  INVESMENT  OPPORTUNITIES 


INDUSTRY 


SALES 

Groceries  &  Equipment  $3,940,000 

Electronic  Equipment  $    730,000 

Knitwear  $2,249,000 

Automotive  Leasing  $    666,100 

Metal  Fabrication  $1,814,000 

Aircraft  Tools  $    770,000 

Information  to  Principals  Only 
CHAPMAN  ASSOCIATES 

1835  Savoy  Drive 
Atlanta,  Georgia  30341 

START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

It's  still  not  too  late  to  start  over- 
night and  be  in  the  profitable  mail 
order  business  year-round  with 
GIFTIME'S  fabulous  dropshipped 
color  catalog.  Free  details  write  or 
phone  GIFTIME,  4700  Wissahickon 
Ave.,  Dept.  F-10,  Philadelphia,  Pa. 
19144.  Tel:  (215)  842-1400. 


SAVE  $$$  ON  NEW  1977  CARS 

Your  Detroit  Connection  offers  new 
1977  luxury  (and  other)  cars  at  De- 
troit prices  to  save  you  hundreds 
of  dollars.  Full  factory  warranty. 
Free  airport  pickup  at  delivery. 
Send  model,  color,  trim  and  op- 
tions desired  for  firm  quotation  to: 
Bonded  Brokers,  2547-S  Monroe, 
Deartx>rn,  Mich.  48124. 

BOOKS  &  PERIODICALS 

A   NEW  DICTIONARY 

For  your  secretaries  —  lists  35,000 
words  spelled  phonetically,  fol- 
lowed by  correct  spelling  and  a 
short  definition.  Used  by  ACF. 
Household  F.,  Hewlett  Packard,  etc. 
Send  $5.47  ($4.95  4-  520  postage; 
CA  -I-  300)  to  Wm.  Thatcher  Elliott, 
publ.  2222  N.  Ross  St.,  Santa  Ana, 
CA  92706 

CROSSING  CULTURAL 
BOUNDARIES? 

The  Bridge,  cross<ultural  affairs 
journal,  helps  you  cope.  Also  con- 
tains foreign  data  summaries,  re- 
lated literature  lists/mail-order 
service,  overseas  adaptation  re- 
source inventory,  book  reviews. 
Quarterly,  $10/yr.  Center  for  Re- 
search &  Education,  Drawer  F,  2010 
E.  17  Ave.,  Denver  CO.  80206. 

EDUCATIONAL  SERVICES 

SUPERB  INVESTMENT!! 
YOUR  CHILD'S  EDUCATION 

Considering  private  secondary 
school?  Let  us  help  you  invest  wise- 
ly in  your  child's  future  by  select- 
ing schools  which  provide  quality 
education  and  stimulating  environ- 
ment. All  schools  are  researched 
thoroughly.  Call  or  write:  PRIVATE 
SCHOOL  GUIDANCE,  1471  Ridge 
Road,  No.  Haven,  Conn.  06473. 
Tel:  (203)  281-3746. 

MONEY  TO  LOAN 


LOANS  TO  HEIRS 

on  trust  funds,  legacies,  estates 
inheritances  and  remainder  inter- 
ests for  short  or  long  terms,  with 
out  amortization  payments,  if  de 
sired.  Guaranteed  renewal  feature 
ESTATE  FUNDS.  INC..  40  Court  St. 
Boston,  MA.  Tel:  (617)  227-3075. 


POSITIONS  WANTED 

RETIRED  FINANCIAL  EXECUTIVE 
FOR  SPECIAL  ASSIGNMENT 

Strong  background  In  finance  and 
industry.  Expert  application  of  ex- 
tensive business  know-how  to 
solve  tough  financial,  accounting 
and  control  problems.  Per  diem  or 
fee.  Box  A105,  FORBES,  60  Fifth 
Ave.,  N.Y.,  N.Y.  10011. 


TAX  SHELTER 


PRIVATE  REAL  ESTATE 
INVESTMENTS 

West  Coast  investment  firm  ac- 
quires prime  real  estate  in  con- 
junction with  its  clients.  Firm  prin- 
cipals are  attorneys.  References 
Documented  outline  of  investment 
performance  record.  Replies  held 
in  confidence.  Box  A103,  FORBES. 
60  Fifth  Ave.,  N.Y.,  N.Y.  10011. 


REACH  THE  AFFLUENT  IN 
FORBES  CLASSIFIED 

One  out  of  every  13 

FORBES  subscribers 

is  a  millionaire 


LARGE 
CASH  RETURN 

from' 

OIL  and  GAS 

LEASES  ON 

PUBLIC  LANDS 

•  •  • 

The  United  States  Depart- 
ment of  the  Interior  (Bureau 
of  Land  Management)  holds 
non-competitive  public  draw- 
ings each  month  to  afford  all 
citizens  over  the  age  of  21 
years  an  equal  opportunity 
to  own  oil  and  gas  lease 
rights  on  lands  owned  by  the 
Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  ex- 
ceeding $75,000.00  immedi- 
ately, plus  an  overriding  roy- 
alty for  possible  future  in- 
come. 

•     •     • 

For  further  information  on 
how  you  can  intelligently  par- 
ticipate in  the  government 
sponsored  program,  contact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978-FO 

Roswell,  New  Mexico  88201 

Toll  Free  Number 

800  545-7955 


BUSINESS  SERVICES 

WE  ACT  AS  YOUR 
NEW  YORK  OFFICE 

Use  our  address  and  telephone 
numbers  as  your  own.  We  will  re- 
ceive and  forward  your  mail  and 
telephone  messages.  Serving  busi- 
nesses &  individuals  throughout 
the  world  since  1946. 

National  Business  Exchange 

150  Broadway 

New  York,  N.Y.  10038 

(212)  684-3556 


FINANCING 

!  •  We  will  factor  your  .W-day  invoices  ', 
I  (or  tonger)  on   tanffible   sales.    Imme-   4 

I  diate  caah.  No  rating  requirements  ', 

^  i 

\  AWe  will  finance  your  weekly  or  j 
;  monthly  installment  contracta.  Non-  ', 
'  tangibles.  No  credit  reqairemeitls.  i 

(Broker  inquiries  invited)         \ 

TWENTIETH  CENTURY      \ 
Finance  Manager 
(816)061-8900 


INVESTORS  SERVICES 

We  help  you  keep  track  of  your  divi- 
dends, Interests,  capital  gains  & 
portfolio  valuation.  Completely  pre- 
pared Schedule  B,  Schedule  D  & 
valuations  for  personal  property 
returns  ready  for  filing  by  you  or 
accountant. 

SEND  FOR  BROCHURE 
INVESTORS  SERVICES  DEPT.  RFE 

55  W.  Levering  Mill  Road 
Bala-Cynwyd,    Pennsylvania    19004 


LEVERAGED  TAX  SHELTER 

Attractive  for  tx>th  fiscal  &  calendar 
year.  Principals  &  Tax  advisors  in- 
vited. 

MR.  GALLIVAN.  V.P. 

1448  3rd  National  Building 

Dayton,  Ohio  45402 

(513)  223-5196 

SWISS  CONNECTION 

Limited  number  of  participating  in- 
vestors for  attractive  business  risk 
capital  venture.  Particularly  sound 
returns  and  extensive  growth  are 
offered  within  the  foreseeable  fu- 
ture. Minimum  participation 
$30,000.  Will  stand  sophisticated 
investigation.  Direct  inquiries  to: 
Northstar  Financial,  524  Charles, 
E.  Lansing  Michigan,  48823.  Acting 
for  Principal. 

PUBLIC  DRAWINGS  FOR 
OIL  &  GAS  LEASES 

The  US  Department  of  Interior 
(Bureau  of  Land  Management)  con- 
ducts monthly  drawings  for  oil  & 
gas  lease  rights  on  certain  public 
lands.  These  are  open  equally  to 
adult  US  citizens  and  some  leases 
can  have  a  value  of  up  to  $225,000. 
You  can  participate  through  the 
Government  Lease  Lottery  Corp. 
(not  affiliated  with  the  federal  gov- 
ernment in  any  way)  at  a  cost  of 
$20  per  entry.  For  more  details  call 
or  write  Government  Lease  Lottery 
Corporation,  Suite  2006-A,  Tex  Har- 
vey Building,  223  S.  Colorado,  Mid- 
land, Texas  79701.  Phone  (915) 
683-1824. 

FOR  INVENTORS 

FREE  DIRECTORY  OF  1001  CORPO- 
RATIONS SEEKING  NEW  PROD- 
UCTS. Professional,  fee-based  in- 
vention service  company.  For 
important  information  on  Protect- 
ing, Developing,  Marketing  your 
inventions  /  ideas  for  Cash/Royalty 
sales,  write  for  Free  Inventors  Kit 
No.  A-199.  Raymond  Lee  Organiza- 
tion, 230  Park  Avenue  North,  New 
York  City  10017. 

EXECUTIVE  EDUCATION 

EXTERNAL  DEGREES  IN  BUSINESS 

BACHELOR'S  •  MASTER'S 

•  DOCTOR'S 

An  alternate,  practical  approach  to 
higher  education  for  in-service  ex- 
ecutives who  cannot  meet  on-cam- 
pus  classes.  Write:  External  Regis- 
trar. Western  Colorado  University, 
1129  Colorado  Avenue,  Grand  Junc- 
tion, Colorado  81501.  •  "A  Recog- 
nized Candidate  for  Accreditation, 
Accrediting  Commission  on  Higher 
Education,  National  Association  of 
Schools  and  Colleges." 

COLLEGE  DEGREES  BY  MAIL 

It  is  honestly  possible  to  earn  a 
legitimate,  accredited  bachelors, 
masters,  or  doctorate  from  well- 
known  universities  without  taking 
any  traditional  courses  whatsoever, 
often  at  surprisingly  low  cost.  Free 
details  from 

Dr.  John  Bear,  P.O.  Box  BP646. 

45080  Little  Lake  Street. 

Mendocino,  California  95460 

POSITIONS  AVAILABLE 

SECURITY  ANALYST 

Investment  advisory  publication 
(New  York  City)  seeks  junior  an 
alyst  to  cover  listed  equities.  (Un 
usual  long-term  ideas;  no  trading.) 
Self-starting,  able  to  dig.  Special- 
ization not  necessary.  Writing  skills 
essential.  No  selling.  Can  t>e  great 
growth  opportunity.  Please  writ* 
stating  experience  and  salary  tt 
quirementB.  Box  A104,  FortMS,  6c 
Fifth  Ave.,  N.Y..  N.Y.  10011. 
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:;:   ALEXANDER  &  ALEXANDER  INC. 

Agency:   The  C.T.  Clyne  Co.,  Inc. 


15 


ALLEGHENY    LUDLUM    INDUSTRIES, 

INC 60 

Agency:   VanSant,    Dugdale    &   Co.,    Inc. 

AMERICAN  EXPRESS  COMPANY 2-3 

Agency:   Ogiivy  &  Mather  Inc. 

AMERICAN    GAS   ASSOCIATION,    INC.   105 

Agency:   J.   Walter  Thompson    Company 

AMERICAN   TELEPHONE  & 

TELEGRAPH   CO 87 

Agency:    N.W.  Ayer  ABH  International 

BABCOCK  &  WILCOX    90 

Agency:    Marsteller  Inc. 

O  BETHLEHEM    STEEL   CORPORATION      101 

Agency:   Van  Brunt  &  Company 


BILTMORE  HOTEL 

Agency:    IMS  Media  Inc. 


42 


THE  BUDD  COMPANY    88-89 

Agency:  The  Aitkin-Kynett  Co.,  Inc. 

CHRYSLER   MOTORS 

CORPORATION    Second  Cover 

Agency:   Young  &  Rublcam 
International,  Inc. 

CITIBANK    Back    Cover 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

D  COLT  INDUSTRIES   INC 43 

Agency:    Marsteller  Inc. 

>«<  COMPUTER   CAPITAL    CORPORATION    123 

Agency:   The  Paramount  Agency 
Advertising 

O  CROUSE-HINDS  96 

Agency:   Rumrlll-Hoyt,  Inc. 

#    DER  SPIEGEL  121 

Agency:    INTA  Advertising,  Inc. 

DRAVO  CORPORATION    72 

Agency:    Ketchum,  MacLeod  &  Grove 
Inc. 


EASTERN  AIR  LINES,  INC. 

Agency:   Young  &  Rubicam 
International  Inc. 


19 


;;;=    EASTMAN   KODAK  COMPANY  36-37 

Agency:   J.    Walter   Thompson    Company 

a   EMPIRE  DIAMOND  CORPORATION      .    123 

Agency:   Twentieth  Century  Associates 

n  FEDERAL  OIL  &  GAS  LEASES,  INC.   123 

Agencyr  Auld  Advertising,  Inc. 

Q   FERRO   CORPORATION    116 

Agency:   Watts  Lamb  Kenyon  and 
Herrick,  Inc. 


=:;<   THE   FIRST   NATIONAL   BANK 
OF   BOSTON 

Agency:    Humphrey  Browning 
MacDougall  Inc. 


38 
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Agency:   Albert  Frank-Guenther  Law, 
Inc. 
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D    HART  SCHAFFNER  &  MARX 35 

Agency:    Hart  Services,  Inc. 

D   INA   CORPORATION    64-65 

Agency:   Geer,    DuBois    Inc.    Advertising 

;  :    THE    INDUSTRIAL   DEVELOPMENT 

AUTHORITY    OF    IRELAND  17 

Agency:   St.  Vincent/Chew/Milone 
Advertising,  Inc. 

D   JAGUAR  CARS 

BRITISH  LEYLAND  MOTORS  INC 22 

Agency:   Bozell  &  Jacobs,  Inc. 

O    LAMBERT-GANN    PUBLISHING 

CO.,  INC 77 

LAZARD  FRERES  &  CO 114 

Agency:    Doremus  &  Company 

MARITZ  MOTIVATION    78-79 

Agency:   Vinyard  &  Lee  &  Partners,  Inc. 

MARSH  &  McLENNAN 

INCORPORATED  99 

Agency:   J.    Walter  Thompson    Company 

MARYLAND    DEPARTMENT  OF 

ECONOMIC   AND 

COMMUNITY    DEVELOPMENT  63 

Agency:    Rosenbush  Advertising 
Agency  Inc. 

MASON  &  SULLIVAN  COMPANY  47 

Agency:    Richard  C.  Cox  Advertising 

;;<:    MEMPHIS    LIGHT,  GAS   &  WATER 
DIVISION    MEMPHIS  AREA 
CHAMBER  OF  COMMERCE 85 

Agency:    Lanigan,  Inc. 

MERCEDES-BENZ   OF 

NORTH  AMERICA,   INC 48-49 

Agency:   Ogiivy  &  Mather  Inc. 

a   MERRILL   LYNCH    PIERCE   FENNER 

&  SMITH   INC 12 

,  Agency:   Ogiivy  &  Mather  Inc. 

NATION'S  BUSINESS  102-103 

>X<:   NEWSWEEK  INTERNATIONAL  106-107 

Agency:   Anderson,     Dunston    &    Helene 

OLIN  CORP.   54-55 

Agency:    Doyle  Dane  Bernbach  Inc. 

a  ORIGINAL  PRINT  COLLECTORS 

GROUP,   LTD 109 

Agency:    Leon  Auerbach  &  Co. 

ORTMAN-BLICKMAN    INC.  123 

a   PERFORMANCE  DYNAMICS 

INTERNATIONAL     1 

Agency:    McCormick  Services 

PHELPS   DODGE   INDUSTRIES,   INC.   70-71 

Agency:   Compton  Advertising,  Inc. 

:?<:    PHILIPS  BUSINESS  SYSTEMS,  INC.  13 

Agency:    Robert  D.  Schoenbrod,  Inc. 

^;;<    PITNEY   BOWES    51 

Agency:   deGarmo  Inc.  Advertising 

T.    ROWE  PRICE  GROWTH 

STOCK  FUND,  INC 123 

Agency:   VanSant,    Dugdale    &   Co.,    Inc. 

RCA   CORPORATION     53 

Agency:   J.    Walter  Thompson    Company 

D   REICHHOLD  CHEMICALS,  INC 119 

Agency:   Doremus  Uptown 

RESALE    ACCRUED    EQUITIES    INC.       123 

Agency:   Byrde,    Richard    &    Pound,    Inc. 

ST.  REGIS  PAPER  COMPANY  20-21 

Agency:   Cunningham  &  Walsh  Inc. 


JOS.   SCHLITZ   BREWING  CO.   Third  Cover 

Agency:    Leo  Burnett  U.S.A. 

■:■:    SHEAFFER   PEN   COMPANY 

SPECIAL  PRODUCTS  DIVISION    18 

Agency:    Kelly,  Tims  &  Andrus,  Inc. 

D    SMITH    BARNEY,    HARRIS    UPHAM   & 

CO.  INCORPORATED    76 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

THE  SOUTHERN  COMPANY 16 

Agency:   W.M.   Zemp   &  Associates,    Inc. 

a    MAXWELL  SROGE  COMPANY,   INC.  47 

SWISSAIR    5 

Agency:   Waring  &  LaRosa,  Inc. 

D  TENNECO   INC 44-45 

Agency:    Bozell  &  Jacobs,  Inc. 

a  TEXTRON   INC 117 

Agency:   J.    Walter   Thompson    Company 

TIME   INTERNATIONAL    124 

a   UNION  CAMP  corporation'  58-59 

Agency:   Sherwood  &  James 
Advertising.  Inc. 

UNIROYAL,    INC 14 

Agency:   Ogiivy  &  Mather  Inc. 

UNITED  TECHNOLOGIES 

CORPORATION  94-95 

Agency:   Marsteller  Inc. 

UNITED  TELECOM    26 

Agency:    Brewer  Advertising  Inc. 

;;<:    UTAH    INDUSTRIAL   DEVELOPMENT 

DIVISION      6 

Agency:    David  W.  Evans,  Inc. 

THE  VALUE   LINE   INVESTMENT 

SURVEY  115 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 

i/f    VIRGINIA   DIVISION    OF 

INDUSTRIAL  DEVELOPMENT  77 

Agency:   Webb  &  Athey,  Inc. 

THE  WALL  STREET  JOURNAL  9-10-11 

Agency:   BBDO,  Inc. 

;-:   WHEELS,    INC 7 

Agency:    Marvin    H.    Frank    &   Company, 
Inc. 

XEROX  CORPORATION 82-83 

Agency:    Needham,  rlarper  &  Steers, 
Inc. 

AIR  SAFETY  SECTION 

FOKKER-VFW 

INTERNATIONAL    Air  Safety  10 

Agency:    Publicitas  GMBH 

LOCKHEED   AIRCRAFT 

CORPORATION    Air  Safety   5 

Agency:    McCann-Erickson,  Inc. 

REYNOLDS   METALS 

COMPANY  Air  Safety  4 

Agency:   Clinton  E.  Frank,  Inc., 
Advertising 

D   ROCKWELL   INTERNATIONAL  Air  Safety  3 

Agency:   Campbell-Ewald  Company 

TEXACO  INC Air  Safety  7 

Agency:   Benton  &  Bowles,  Inc. 

THE  TORRINGTON 

COMPANY  Air  Safety  8 

Agency:   The  C.T.  Clyne  Co.,  Inc. 
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-pi  I    ,  on  the 

I  noughts . . .  Business  of  Life 


The  success  of  most  things 
depends  upon  knowing  how  long 
it  will  take  to  succeed. 
Charles  de  Montesquieu 


Every  individual  should  have 
a    purpose    in    life    which    is    worthy 
of  intense  effort— and  constantly 
work  toward  the  definite  goal  ahead. 
Roderick  Stevens 


Improvement  of  one's  economic 
position  is  helped  more  by  cool 
'persistence   than   by   hot   enthusiasm. 
William  Feather 


Even  if  you're  on 
you'll  get  run  over 
if  you  just  sit  there. 
Will  Rogers 


the  right  track 


The  most  sublime  courage 
I  have  ever  witnessed  has  been 
among  that  class  too  poor  to  know 
they  possessed  it,  and  too  humble 
for  the  world  to  discover  it. 
George  Bernard  Shaw 


A  little  sincerity  is  a  dangerous 
thing,  and  a  great  deal  of  it 
is  absolutely  fatal. 
Oscar  Wilde 


Man  must  be   disciplined, 
by  nature  raw  and  wild. 
Immanuel  Kant 


for  he   is 


Leadership  is  the  ability 

to   get   men   to    do   what   they   don't 

want  to  do  and  like  it. 

Harry  Truman 


Patience  is  the  art  of  hoping. 
Luc  de  Vauvenargues 


He  who  sedulously  attends, 
pointedly  asks,  calmly  speaks, 
coolly  answers,  and  ceases  when 
he  has  no  more  to  say 
is  in  possession  of  some  of 
the  best  requisites  of  man. 
John  Lavater 


Courage  is  what  it  takes 
to  stand  up  and  speak; 
courage  is  also  what  it  takes 
to  sit  down  and  listen. 
Winston  Churchill 


Rocks  have  been  shaken  from 
their  solid  base,  but  what  shall 
move  a  firm  and  dauntless  mind? 
Joanna  Baillie 


One  great  lesson  learned  from 
the  study  of  lives  of  notable  men 
is  that  patience,  perseverance, 
stick-to-itiveness  and  unflagging 
courage  are  essential  qualities. 
B.C.  Forbes 


Courage  is  worth  nothing  if 
the  gods  withhold  their  aid. 
Euripides 


Be  sure,  when  you  think 
you  are  being  extremely  tactful, 
that  you  are  not  in  reality 
running  away  from  something 
you  ought  to  face. 
Frank  Medlicott 


Quick  decisions  are  unsafe  decisions. 
Sophocles 


Don't  be  disquieted  in  time 
of  adversity.  Be  firm  with  dignity 
and  self-reliant  with  vigor. 
Chiang  Kai-shek 


Possess  your  soul  with  patience. 
John  Dryden 


It  is  a  truth  but  too  well  known, 
that  rashness  attends  youth, 
as  prudence  does  old  age. 
Cicero 


Courage  consists  in  equality 
to  the  problem  before  us. 
Ralph  Waldo  Emerson 


Nothing  is  more  disgraceful 
than   that   an   old   man   should 
nothing  to  show  to  prove 
that  he  has  lived  long, 
except  his  years. 
Seneca 


A  wise  man  will  make  more 
opportunites  than  he  finds. 
Francis  Bacon 


have 


i 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text . . . 


Sent  in  by  Harold  Keppel,  New  York, 
N.Y.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


And  I  will  bring  the  blind  by  a  way 
that  they  knew  not;  I  will  lead  them 
in  paths  that  they  have  not  known: 
I  will  make  darkness  light  before 
them,  and  crooked  things  straight. 
The.^e  things  will  I  do  unto  them, 
and  not  forsake  them.        Isaiah  42: 16 
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rs,  we've  quadrupled 
earnings. 


lai  s  growth. 


$98.7  MILUON 


1975 


Regenerating  sulfunc  acid  from  sludge  to  the  purity  level  shown  in  the  test  tube  at  the  right  /o  u  ,;,jjor  proprietary 
technology  at  Stauffer.  Stauffer  is  the  leader  in  regenerated  sulfuric  acid  and  an  important  source  for  merchant  sales. 


Stauffer  is  a  brand  new  91-year-old  chemical  com- 
pany regenerating  itselfwith  steady  growth  and  sustained 
earnings.  The  proof  is  in  our  financial  results. 

During  the  last  five  years  net  earnings  have  quadru- 
pled to  $99  million.  Sales  have  nearly  doubled  to  $950 
million.  Return  on  average  stockholders'  equity  has 
increased  two  and  one-half  times  to  21.7  percent.  And 
earnings  per  share  have  almost  quadrupled  to  $9.19  on  a 
fully  diluted  basis. 

More  than  20  percent  of  net  after-tax  earnings  now 
come  from  international  operations. 

One  reason  we're  growing  is  our  diversification  into 
specialized  products  and  markets.  But  we've  also  re- 
mained strong  in  basics.  One  of  our  major  business  areas 
is  industrial  chemicals— making  and  supplying  building- 
block  chemicals  such  as  chlorine  and  phosphorus  vhich 
are  key  to  our  specialty  operations   as  well  as    -;tural 


soda  ash  and  carbon  disulfide  for  the  merchant  market. 
It  also  involves  regenerating  sulfuric  acid  used  in  petro- 
leum refining  and  other  basic  manufacturing  operations. 
The  regeneration  process  solves  a  major  sulfuric  acid 
sludge  disposal  problem  for  industry.  Industrial  chemi- 
cals accounted  for  33  percent  of  our  total  1975  sales. 

Industrial  chemicals  is  only  one  of  our  eight  basic 
chemical  business  areas.  The  others  are  agricultural 
chemicals,  17  percent  of  sales;  international  operations, 
13  percent;  specialty  chemicals,  12  percent;  plastics,  11 
percent;  fertilizerand  mining,  6 percent;  food  ingredients, 
6  percent,  and  chemical  systems,  2  percent. 

To  find  out  more  about 
our  regenerated  growth  pattern, 
send  for  our  Annual  Report. 
Stauffer  Chemical  Company, 
Dept.  B,  Westport,  CT  06880. 


Stauffe 
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Heknofws  when  not  to  ddegate.  oci  1 4  ms 

Some  things  he  simply  can't  afford  to  delegate.  And  one  of  thei^gg/^Rcounta- 
bility  for  his  corporate  insurance  program. 

He  knows  he  can  directly  influence  his  company's  loss  experience, 
so  he  involves  himself  in  corporate  safety  programs.  From  his  insurer  he 
demands  superior  safety  services;  from  his  own  staff,  effective  follow 
through.  Above  all,  he  works  with  his  insurance  company's  people  to 
eliminate  hazards  and  to  monitor  claims  and  other  costs.  He  insists  that 
his  insurer  be  a  prudent  custodian  of  the  dollars  to  be  paid  for  losses, 
because  loss  pay-out  is  the  ultimate  test  of  his  insurance  program. 

If  the  CEO  is  insured  with  American  Mutual,  he  is  teamed  with  Amer- 
ica's most  experienced  liability  insurance  company.  When  it  comes  to 
safety,  we  have  nearly  90  years  of  experience  in  turning  liabflities  into  assets. 


J^merican 

Jf^i^UtUOl  We  want  to  keep  you  safe,  and  sound. 


INSURANCE  COMPANIES, 
WAKEFIELD,  MASS.  01880 
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Unarco  Industries 
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Tube  Mill:  $1,000,000 


Office:  $500/nnonth 


Four  things  you'll  need  to  get 
started  in  our  business. 


In  some  businesses, 
all  it  takes  to  get  started 
is  a  phone,  an  office,  and 
a  good  secretary. 

In  ours,  it  takes  a  little 
fjiore. 

Because  our  major 
activity  is  producing  steel 
tubing.  And  that  takes 
some  very  expensive 
equipment,  as  well  as 
highly  trained  and 
e)^perienced  personnel. 

For  example,  to  produce 
the  wide  variety  of  tubing 
the  market  demands,  we 


have  18  tube  mill 
machines,  acquired 
during  more  than  20 
years  in  the  business. 
To  buy  just  one  of  these 
machines  today  would 
cost  upwards  of  $1  million. 

As  the  price  of  steel 
continues  to  increase, 
the  demand  for  high 
strength  steel  tubing 
continues  to  grow.  And 
our  business  becomes 
healthier  and  healthier. 

But  anyone  who  wants  to 
jump  into  it  has  to  take 


quite  an  expensive  leap. 

That's  one  more  reason 
why  we  at  Unarco 
Industries  can  look 
forward  to  the  future  with 
such  confidence. 

And  why  the  serious 
investor  should  take  a 
careful  look  at  us. 

For  our  latest  financial 
report,  write  Unarco 
Industnes,  332  South 
Michigan  Avenue, 
Chicago,  Illinois  60604. 
Orcall  (312)  341-1234. 


0  Unarco  Industries 


Making  the  most  of  steel 


All  that  stands  between 
Wellington  and  Baltknore  are 
35  miles.  And  Prince  George^s 
County  sits  on  B  of  them. 

At  55  mph  you  can  travel  the  35  miles  from 
Washington  to  Baltimore  in  exactly  38  minutes  and  15 
seconds.  From  the  center  of  Prince  George's  County, 
Maryland,  the  hub  of  the  Baltimore/Washington  market, 
you  have  ready  access  to  either  city  in  10  minutes  or  less. 

We  think  that's  a  remarkable  fact.  A  fact  that 
you'll  appreciate  as  one  of  the  advantages  of  locating  your 
company  in  Prince  George's  County. 

There  are  plenty  more. 

Like  the  fact  that  energy,  water  and  sewer  are  in 
place  and  waiting.  Ready  to  be  tailored  to  your  specific 
needs. 

That  a  cautiously  balanced  growth  has  provided 
Prince  George's  County  with  a  strong,  financially  sound 
economic  development  plan.  A  plan  which  enables  the  County  to  willingly  provide 
financial  assistance  to  incoming  industries. 

That  an  international  distribution  system,  second  to  none,  adds  an  instant  world- 
wide identification  and  communication  capability. 

Or,  that  life  in  Prince  George's  County  allows  you  access  to  the  social,  physical 
and  cultural  amenities  of  two  great  cities  without  the  congestion  and  hassle  of  either. 

These  are  some  of  the  advantages  of  living  and  working  in  Prince  George's 
County,  a  community  of  citizens  working  for  a  new  quality  of  life.  Take  a  look.  Write  or 
call  for  Our  Story,  today. 
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Baltimore,  Washington,  and  Virginia 
are  only  minutes  from  Prince  George's 
County. 


OurStxwy 
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Yes,  indeed.  I  would  like  to  know  more  about  the  new  Baitington  market. 
Please  send  me  your  complete  story  on  working  and  living  in  Prince  George's 
County,  Maryland,  the  hub  of  America's  fourth  largest  market. 


1 


NAME. 


TITLE. 


ADDRESS. 


CITY. 


.STATE. 


.ZIP. 


Write:  Mr.  Robert  E.  Polley,  Executive  Secretary 

Prince  George's  County  Economic  Development  Committee 

6811  Kenilworth  Avenue,  Calvert  Building  Suite  301 

Ri verdale,  Maryland  20840,  Or  Call :  301/277-7369  fb 
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Prince  Georgefe  County,  Maryland 

The  hub  of  America's  fourth  largest  market. 


When  you  fill  up  jetStar  n, 
you  can  finish  a  whole  day^  work. 


\n  early  morning  fill-up  at  Findlay,  Ohio.  Enough  room  to  meet  before  your  meeting. 


An  easy  landing  in  Boston. 


view,  on  to  New. York. 


A  good  meal  en  route  to  Atlanta. 


Atlanta  before  dark.  Plenty  of  fuel  left. 


A  day's  work  for  the  new  JetStar  II  could  be  a  trip 
from  San  Francisco  to  Honolulu.  Or  it  could  be  a  series 
of  short  hops  without  refueling. 

JetStar  II  is  the  most  versatile  business  jet  around, 
able  to  use  short  runways,  able  to  fly  more  than 
3,100  statute  niiles  nonstop,  able  to  save  the  typical 
user  100,000  gallons  of  fuel  a  year. 

And  JetStar  II's  roomy  comfort  can  help  you  get 
through  a  tough  day  with  the  greatest  of  ease.  You  can 
stretch  your  legs  in  a  spacious  cabin  with  6'1"  of  head- 
room. There's  enough  room  for  key  executives  to  hold 
a  meeting  en  route,  complete  with  all  their  paperwork. 

And  there's  a  full-size  hot-meal  galley  that  can  feed 


the  whole  group  at  once,  instead  of  in  shifts. 

So  if  your  itinerary  is  starting  to  look  like  a  presi- 
dential campaign,  put  JetStar  II  to  work  for  you. 

It's  the  biggest  value  in  business  jets.  Deliveries  are 
being  made  this  year.  For  more  information,  call  Bryan 
Moss:  (404)  424-3206.  Or  write  him  at  the  Lockheed- 
Georgia  Company,  Marietta,  GA  30063. 


JetStar 

-^^     Lockheed -GeoroiaComDanv.  Marie 


Lockheed -Geoiiia  G)mpany,  Marietta,  Georgia 
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Our  IMewv  Managing  Editor 

The  post  of  managing  editor,  vacant  at  Forbes  since 
James  Michaels  was  promoted  to  editor  in  1961, 
was  filled  last  month  by  a  distinguished  journalist 
who  is  no  stranger  to  this  magazkie,  Sheldon  Zalaz- 
nick,  48.  There  are  very  few  editors  active  today 
who  have  the  breadth  and  depth  of  experience  Shel- 
ley has.  After  teaching  English  in  New  York  City 
schools,  he  joined  Newsweek  as  a  copy  boy  and  rose 
to  be  sports  editor  in  the  mid-1950s.  He  later  joined 
Forbes,  where  he  was  a  youthful  senior  editor  in  the 
early  Sixties.  He  left  us  to  start  a  new  magazine 
called  New  York,  which  was  intended  as  a  Sunday 
supplement  to  the  late,  lamented  New  York  Herald 
Tribune.  Shelley  did  so  well  that  he  was  promoted  to 
be  The  Trib's  Sunday  editor.  When  The  Trib  was 
closed  by  a  strike  that  was  to  bring  on  its  eventual 
demise,  Shelley  moved  to  Time  Inc.,  where  he  worked 
first  in  an  educational  venture  and  later  for  two  years  as  an  associate  edi- 
tor of  Fortune.  Then,  in  1969,  New  York  was  reincarnated  as  an  inde- 
pendent magazine  and  went  on  to  become  a  trend-setting  success.  Shelley 
joined  its  staff  soon  after  it  was  restarted  and  was  its  senior  editorial  di- 
rector until  last  month. 


Sheldon 
Zaiaznick 


Colonel  Albert  Pope's  Electric  Vehicle  Co.  of  Hartford,  Conn,  built  the 
Columbia  Victoria-Phaeton,  shown  on  our  cover.  At  $1,350,  it  was  one  of  ten 
models  of  Columbia  electric-powered  vehicles  in  1906.  Unlike  that  era's  in- 
ternal combustion  engines,  electric-powered  ones  needed  no  cranking  and 
so  they  were  popular  with  women  and  old  people.  Electric  Vehicle  was 
part  of  the  old  "bicycle  trust,"  which  held  a  lock  on  the  gasoline  auto 
market  as  well  as  on  the  electric  one  until  Henry  Ford  broke  its  Selden 
gasoline-car  patent  in  1911.  The  trust  had  been  badly  chewed  up  in  the 
recession  of  1907  and  the  patent  loss  was  a  fatal  blow.  It  ceased  making  elec- 
trics in  about  1911  and  its  "Columbia"  nameplate  exists  today  only  on  bi- 
cycles built  by  Columbia  Manufacturing  Co.  of  Westfield,  Mass.  (Oui* 
picture  and  much  of  the  above  information  courtesy  of  Henry  Austin  Clark 
Jr.  of  the  Southampton,  N.Y.,  Long  Island  Automotive  Museum.)  Our  ar- 
ticle on  electric  cars  begins  on  page  71. 


Has  the  small,  daring  entrepreneur  vanished  in  an  era  of  mighty  corpora- 
tions? That's  what  the  American-hating  radicals  tell  us,  but  recently,  with- 
out even  looking  for  it,  we  found  convincing  evidence  to  the  contrary. 
Here's  what  happened:  Our  statistical  department's  Maria  Latorraca  came 
up  with  a  list  of  30  small,  publicly  traded  companies  with  impressive 
growth  rates  and  profits,  but  low  price/ earnings  ratios.  The  idea  was  to  find 
investment  bargains  in  an  area  the  1976  bull  market  apparently  forgot. 

The  logical  next  step:  Look  behind  the  statistics  and  find  out  about  some 
of  these  companies  and  the  men  who  run  them.  To  our  astonishment  we 
found  case  after  case  of  true  entrepreneurial  brilliance— not  ancient  talcs 
of  the  1920s  or  the  1940s  but  of  the  1960s  and  1970s.  If  business  pio- 
neering is  dead  in  the  age  of  giant  corporations,  somebody  forgot  to  tell 
Joseph  Klein  of  Phoenix  Candy  about  it.  Or  Bernard  Simmons  of  S  &  S 
Corp.  Or  Martin  Abrams  of  Mego  International.  These  men  built  family 
businesses  and  garage  enterprises  into  good-sized  successful  firms  in  actual 
competition  with  giants.  For  a  revealing  look  at  some  investment  bargains 
and  for  a  realistic  insight  into  modern  capitalism,  see  page  83.  ■ 
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came  up  with  the  trc^ 


jr-MAI  group  of  companies  can  tell 
u  it  pays  to  pay  heed  to  old  adages. 

Especially  the  one  that  counsels:  "To 
osper  in  business,  find  and  fulfill  the 
eds  of  the  people." 

Our  Basic/Four  Corporation  for  in- 

ance,  with  its  famous  BASIC/FOUR® 
imputer  system,  fulfilled  the  account- 
3  and  management-information  needs 
small  businesses.  Which  gained  us 
front-running  position  in  a  fast-grow- 
g  market. 

Our  Genesis  One  Computer  Corpora- 

m,  with  its  popular  QHl^*  Display 
jrmlnal  and  G-Series  Printer,  fulfilled 


the  need  for  low-cost,  high-performance 
peripherals.  And  put  us  in  the  forefront 
of  another  huge  market. 

Our  Sorbus  Inc.  fulfilled  the  industry's 
need  for  skilled  service  and  mainte- 
nance. Today,  Sorbus  is  America's 
largest  independent  maintenance  or- 
ganization, servicing  thousands  of  end- 
users  of  all  types  of  computer  and 
data-processing  equipment. 

Our  knack  for  finding  and  fulfilling 
needs  has  enabled  us  to  expand  world- 
wide. Through  MAI  International  Cor- 
poration we .  market  our  products  in 
over  50  cities  located  in  more  than  25 
countries  abroad. 


Thanks  to  all  the  above,  0tus  n^w^^ 
needs  we're  fulfilling  and  new  £|,r66« 
we're  developing,  MAI  is  ah  exciting 
growth-company  we  think  you'll  want  to 
learn  more  about.  To  fulfil!  your  need 
for  information  we've  prepared  some 
interesting  literature  that's  yours  for  the 
asking. 


MAI 


® 


Management  Assistance  Inc. 

300  East  44th  Street 
NewYork,N.Y.  10017 


In  the  long  nm, 

AM  beats  Xerox 

by$2M)00 
ami: 


PERFORMANCE  FACTOR 

AM  4250MR 

XEROX  9200 

Rental 

$l,595/monthfor 
unlimited  copies, 
all  supplies 
except  paper 

$3,000/month 
("High  Volume 
Plan")  325,000 
copies.  (No  sup- 
plies included) 

Copy  Quality 

(From  good  originals) 

Excellent 

Excellent 

Copy  Quality 

(From  poor  or  color  originals) 

Very  good 

Good 

Number  of  Originals 

75  (Plus  con- 
tinuous loading) 

50 

Size-to-Size,  Copies  to  Originals 

Same 

1.7%  enlargement 

Automatic  Original  Feeder 
Size  Capability 

IBM  tab  card 
through  11"  X  17" 

Letter  through 
legal 

Efficiency  of  Operation 

Excellent 

Excellent 

Machine  Care 

Relatively  easy 

Relatively  easy 

Space  Requirements 

Approximately 
the  same 

Approximately 
the  same 

Electrical  Requirements 

20  Amp,  220  Volt 

50  Amp,  220  Volt 

Impressions-Per-Hour 
(Single  Original) 

9,240 

7,200 

Appearance 

Functional 

Space  Age 

I 


_ptf 
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"Xerox"  is  a  registered  trademark  of  Xerox  Corporation.  Costs  based  on  piiblished 
prices  as  of  September  15,  1976.  Performance  comparisons  based  on  published 
specifications  as  of  September  15,  1976  and  comparative  operating  tests  conducted  by 
Addressograph  Multigraph  in  June  1976. 


That's  the  difference  in  rental  cost  between  the  Xerox 
9200  duplicator  and  oiir  new  AM  4250MR  duplicator. 
It's  based  on  producing  325,000  copies  a  month  on 
lone  shift — a  typical  high-volume  duplicating  work- 
load. For  his  325,000  copies,  the  Xerox  9200  user  on 
their  High  Volume  Plan  pays  $3000  a  month  in  rent, 
plus  about  $400  for  supplies,  not  including  paper. 

But  on  our  new  AM  4250MR  automated  duplicator, 
you  can  run  these  same  325,000  plain-paper  copies 
for  just  $1,595,  including  all  supplies  except  paper. 
It  adds  up  to  a  $21,000  a  year  saving. 

For  500.000  copies,  the  Xerox  9200  High  Volume 
Plan  rental  charge  is  over  $4,100  a  month.  The  AM 
4250MR  can  easily  produce  500,000  copies  a  month, 
too.  But  you  never  pay  more  than  $1,595 — our 
maximum  monthly  rental  rate  for  one-shift  operation. 

But  what  about  productivity,  reliability,  and  copy 


quality?  Well,  we've  run  these  two  systems  in  compar- 
ative tests  and  the  results  shown  in  the  box  are  what 
we  found.  While  the  Xerox  9200  is  less  versatile  in 
the  automatic  mode  than  our  system,  it  is  an  effective 
machine.  But,  to  us,  Xerox  costs  seem  extreme. 

If  your  organization  has  duplicating  volume  in  the 
50,000  to  500,000  copies  a  month  range,  we'd  like  to 
document  these  cost-saving  facts  for  you.  First,  by 
showing  you  a  special  executive  presentation  on 
today's  copymaking  technology  and  costs.  Right  in 
your  own  office — in  15  minutes. 

Then,  by  conducting  a  no-obligation  analysis  of  the 
copymaking  needs  of  your  own  organization — and 
how  to  meet  them  best  at  lowest  cost. 

When  our  sales  representative  contacts  you,  find  a 
few  minutes  for  him.  The  facts  you  gather  will  make 
it  time  well  spent.  Or,  contact  us  as  described  below. 


See  AM's  straight  talk  story 
on  high-volume  copying  costs. 

It  takes  just  15  minutes,  right  at  your  desk. 
Call  the  Multigraphics  Product  Manager  at 
your  local  AM  Sales  Office,  or  write 
Multigraphics  National  Marketing  Manager 
Paul  Morgan,  AM  Corporation,  1834  Walden 
Office  Square,  Schaumburg,  Illinois  60196. 


The  Straight  Talking  Copy  People. 

ADDRESSOGRAPH  MULTIGRAPH 

MULTIGRAPHICS  DIVISION 


LEASING  TRUCKS  CAN  BE 

BEHER  THAN  OWNING  TRUCKS 

IF  THET RE  HERTZ  aiTRUCKS. 


SPECIALISTS  IN  LEASING  BIG  FLEETS  OF  BIG  TRUCKS. 

Hertz  has  over  50  years  and  hundreds  of  millions  of  miles 
of  experience.  So  we  know  how  to  keep  your  trucks  on-the-job. 


HERTZ  0  J.  TRUCKS  TAKE 

THE  HEADACHES  OFF  YOUR  HANDS. 

Purchasing  and  disposing  of  vehicles,  licensing, 
fuel  tax  reports,  government  regulations,  etc. 
can  be  a  troublesome  and  expensive  business 
for  you.  But  to  Hertz  Trucks,  it's  our 
only  business. 


OWNERSHIP  MEANS  HEAVY 
UP-FRONT  CAPITAL 
INVESTMENT  AND  ESCALATING 
MAINTENANCE  COSTS. 

Leasing  can  free  working  capital.  And 
it  can  free  you  from  the  burdens  of 
managing  and  maintaining  trucks. 


''O.J.  Thicks  Mean 
On-The-Job  Thicks." 


F1036 


D  Please  send  me  the  free  12  page  c»Ior 

brochure. 

D  I'm  interested  in  further  information  on 

Hertz  Trucks.  Mail  to  Edward  H.  Blickstein, 

Vice-President,  Sales,  Hertz  Trucks, 

660  Madison  Avenue,  New  York,  N.Y.  10021 

or  call  collect  (212)  752-2000. 

Name 

Address 

City 


.State 


Company. 
Tide 


_Zip_ 


ON-THE-JOB  TRUCKS 

Hertz  leases  Fords  and  other  sturdy  trucks. 


The 


«onom,es  of  leasing 


OWNING  OR  LEASING? 
SEND  FOR  THE  BOOK 

THAT  HELPS  YOU  DECIDE. 

The  Hertz  O.J.  Truck  team 
performs  so  many  services, 
you  could  write  a  book  on 
them  all.  So  we  have.  Send 
for  this  free  12  page,  full 
color  booklet  before  you 
reach  a  decision. 


^r^. 
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T"  r^       Q  Toi-fcrri^f-fc-Hc  ^"  ^^^^  ^°^  voting  themselves  large  sal- 

IfGnQS  OC  IcinSGnLS  ary  increases  and  its  coflFers  emptied 

by  strike  benefits.  Since  the  judgment, 

^^^^"■^^^^■^^^^■^^^■^^"^  the   employers   have    been    receiving 

Foreign  45%  of  Local  600's  membership  dues, 

— —  withheld— appropriately      enough— on 

the  checkoff  system. 


The  Contenders 

Despite  the  headlines  about  U.S. 
firms  working  in  Saudi  Arabia,  other 
countries  seem  to  be  holding  their 
own.  The  U.S.  Army  Corps  of  Engi- 
neers, which  has  been  supervising  con- 
struction of  military  bases  for  the 
Saudis  since  1965,  reports  that  so  far 
this  year  six  building  awards  have 
gone  to  U.S.  companies,  vs.  20  to  for- 
eign builders— though  the  U.S.  con- 
tracts totaled  $536.7  million,  just 
over  half  the  value  of  all  jobs  award- 
ed. Major  U.S.  participants  in  the 
Saudi  projects  include  J.A.  Jones  Con- 
struction of  North  Carolina,  Blount 
Brothers  of  Mobile,  Ala.  and  New 
York's  Leon  DeMattis  &  Sons.  The 
last-named  company  has  recently  re- 
ceived the  biggest  award  ever  grant- 
ed by  the  Corps  of  Engineers  in  Saudi 
Arabia:  a  $208-million  contract  to 
build  headquarters  for  that  nation's 
national  guard. 

What  Unrest? 

Despite  such  well-publicized  excep- 
tions as  the  1974  miners'  strike,  the 
fact  is  that  90%  of  British  firms  went 
about  their  business  from  1966  to 
1974  vdthout  experiencing  a  single 
strike.  And  in  1975,  reports  Britain's 
Department  of  Employment,  man- 
days  lost  through  industrial  disputes 
were  60%  fewer  than  in  1974.  Further- 
more, in  the  first  six  months  of  1976 
there  were  only  955  work  stoppages 
in  British  industry,  the  fewest  since 
1953.  All  of  which  puts  Britain  far 
down  on  the  international  table  of 
strike  figures:  In  1975  she  lost  fewer 
man-days  per  1,000  employees  from 
strikes  than  the  U.S.,  Italy  or  Canada. 

Business 

Local  Disaster 

In  an  apparently  unprecedented 
move,  St.  Louis  Teamsters  Union  Lo- 
cal 600  has^  filed  a  bankruptcy  peti- 
tion, reporting  that  it  is  $6,7  miUion 
in  debt  and  cannot  pay  rent,  salaries 
and  international  dues  or  meet  obli- 
gations like  settling  grievances  for  its 
6,200  members.  Most  of  the  debt— 
$5.8  million  plus  6%  annual  interest- 
is  owed  to  59^  trucking  firms  because 
of  a  federal  court  ruling  that  a  1970 
strike  by  the  local  was  unauthorized. 
The  local,  which  already  enjoyed 
some  unique  contract  benefits,  had 
hoped  to  top  the  pay  scale  of  the  in- 
ternational union.  Instead,  the  37-day 
strike  ended  with  the  local's  ofiicers 


Fisherman's  Dreamland 

Oil  companies  and  wildcatters  are 
not  the  only  ones  to  grin  at  the  sight 
of  gas  and  oil  wells.  The  National 
Marine  Fisheries  Service  reports  that 
the  annual  fish  catch  in  the  Gulf  of 
Mexico  has  tripled  in  the  last  25  years 
to  1.7  billion  pounds,  partly  as  a  re- 
sult of  the  16,000  offshore  wells  in 
the  Gulf.  Most  of  the  catch  is  the 
menhaden  species  (an  industrial  fish 
used  for  fish  meal  and  cat  food)  and 
edible  shrimp.  But  game  fish  are  es- 
pecially attracted  by  the  oil  rigs,  mak- 
ing them  much  easier  prey  for  week- 
end fishermen  to  locate.  As  a  result, 
says  a  government  spokesman,  "sports- 
men, rather  than  the  commercial  fish- 
eries, are  the  ones  who  are  really 
benefiting." 

Self-Drying 

Farmers  pinched  by  rising  prices 
and  ever-shorter  supplies  of  liquefied 
petroleum  gas  should  know  that  one 
acre  of  corn  stalks,  when  burned,  will 
yield  enough  hot  air  to  dry  20  acres 
of  corn.  That's  what  agricultural  engi- 
neers at  Iowa  State  University  have 
concluded  from  experiments  with  their 
pilot-model  furnace.  Air  drawn  off  the 
furnace  varies  between  240  degrees 
and  260  degrees  Fahrenheit,  while 
firebox  temperatures  of  2,000  degrees 
Fahrenheit  assure  that  even  wet  or 
green  stalks  will  bum.  At  last  fall's 
pTices  of  LP  gas,  and  assuming  a 
price  for  the  furnace  and  attendant 
controls  of  $3,000,  Iowa  State  re- 
searchers figure  that  a  farm  installa- 
tion would  pay  for  itself  in  six  or  sev- 
en years. 

Energy  Cents 

A  Seattle  bank  has  inaugurated  a 
consumer  loan  program  that  uses  in- 
terest rates  as  an  incentive  to  energy 
conservation.  A  homeowner  gets  a 
lower  mortgage  loan  interest  rate  for 
buying  or  remodeling  a  home  that 
scores  a  certain  number  of  points  on 
an  energy  conservation  chart.  The 
chart  gives  five  points  for  six  inches 
of  ceiling  insulation,  three  points  for 
storm  windows  and  one  point  for  fire- 
place damper  integrity  and  other  such 
features.  A  house  must  earn  15  points 
to  qualify.  Other  schedules  have  been 
worked  out  for  automobile  and  boat 
loans.  Interest  rates  on  car  loans  are 
lower  for  cars  that  get  25  miles  or 
better  per  gallon,  while  sailboats  qual- 
ify automatically.  ■ 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
NewYork,  N.Y.I 0011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 


(please  print) 


New  Address: 


City 


State 


Zip 


F-4826 


Crystal  Songbird  — one  of  91  special 
gifts  illustrated  in  the  Catalogue 

THE  1976  STEUBEN 
CHRISTMAS  CATALOGUE 

IS  NOW  READY 

_. 1 

STEUBEN   GLASS 

Fifth  Avenue  at  56th  Street, 
New  York,  N.Y.  10022  •  (212)  752-1441 

D   I  enclose  $3.00  for  the  1976  Steuben 
Christmas  Catalogue. 

Name 


Address 

City 

State 


Zip  . 


.a  J 
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This  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 

\i:\V  ISSUE  October  1,  1976 


1,000,000  Shares 

Gould  Inc. 

Common  Stock 

($4  Par  Value) 


Price  $26  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which 
this  announcement  is  circulated  from  only  such  of  the  under- 
writers as  may  lawfully  offer  these  securities  in  such  State. 

Kidder,  Peabody  &  Co. 

Iocorpor*t«d 

Goldman,  Sachs  &  Go.  Merrill  Lynch,  Pierce,  Fenner  &  Smith 

lBCorpor«t«d 

Bache  Halsey  Stuart  Inc.       Blyth  Eastman  Dillon  &  Go.         Dillon,  Read  &  Go.  Inc.       Donaldson,  Lufkin  &  Jenrette       Drexel  Burnham  &  Go. 

Incorporated  Securities  Corporation  Incorpormted 

Hornblower  &  Weeks-Hemphill,  Noyes  E.  F.  Hutton  &  Gompany  Inc.         Kuhn,  Loeb  &  Go.         Lazard  Fr^res  &  Go.         Lehman  Brothers 

Incorporated  IneorporatMl 

Loeb,  Rhoades  &  Go.      Paine,  Webber,  Jackson  &  Gurtis       Reynolds  Securities  Inc.      Salomon  Brothers      Smith  Barney,  Harris  Upham  &  Go. 

Incorpormted  Incorpormted 

Wertheim  &  Go.,  Inc.  White,  Weld  &  Go.  Dean  Witter  &  Go.  Shearson  Hayden  Stone  Inc.  Warburg  Paribas  Becker  Inc. 

Incorporated  I  ncorporated 

Bacon,  Whipple  &  Go.  William  Blair  &  Gompany  Blunt  ElUs  &  Simmons  Alex.  Brown  &  Sons  The  Ghicago  Gorporation 

Incorpomted 

Moseley,  Hallgarten  &  Estabrook  Inc.  Piper,  Jaffray  &  Hopwood  Prescott,  Ball  &  Turben  Shields  Model  Roland  Securities 

Incorporated  Incorporated 

Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.         ABD  Securities  Gorporation        Basle  Securities  Gorporation        Gazenove  Incorporated 

F.  Eberstadt  &  Go.,  Inc.  EuroPartners  Securities  Gorporation  Faulkner,  Dawkins  &  Sullivan,  Inc.  Robert  Fleming 

lBCorporat*d 

Kleinwort,  Benson  Ladenburg,  Thalmann  &  Go.  Inc.  New  Gourt  Securities  Gorporation  Oppenheimer  &  Go.,  Inc. 

Incorporated 

R.  W.  Pressprich  &  Go.  SoGenSwiss  International  Gorporation  Spencer  Trask  &  Go.  Tucker,  Anthony  &  R.  L.  Day,  Inc. 

Incorporated  iBcorpomted 

UBS-DB  Gorporation  Wood  Gundy  Incorporated  Wood,  Struthers  &  Winthrop  Inc. 

Advest  Go.  American  Securities  Gorporation  A.  E.  Ames  &  Go.  Amhold  and  S.  Bleichroeder,  Inc.  Robert  W.  Baird  &  Go. 

Incorporated  Incorpormtod 

Bateman  Eichler,  Hill  Richards       J.  G.  Bradford  &  Go.         Growell,  Weedon  &  Go.        Dain,  Kalman  &  Quail        First  of  Michigan  Gorporation 

Incorporated  Incorporated  Incorporated 

McDonald  &  Gompany  Mitchell,  Hutchins  Inc.  The  Ohio  Gompany  Parker/Hunter  Rauscher  Pierce  Securities  Gorporation 

Incorporated 

Reinholdt  &  Gardner  The  Robinson-Humphrey  Gompany,  Inc.  Rotan  Mosle  Inc.  Shumao,  Agnew  &  Go.,  Inc.  Sutro  &  Go. 

laeorporatod 

G.  E.  Unterberg,  Towbin  Go.        Wheat,  First  Securities,  Inc.  Adams  &  Peck        Boettcher  &  Gompany        Bosworth,  Sullivan  &  Gompany 

Ineerporatod 

Butcher  &  Singer         Daiwa  Securities  America  inc.  Davis,  Skaggs  &  Go.,  Inc.         R.  G.  Dickinson  &  Go.         Elkins,  Stroud,  Suplee  &  Go. 

Eppier,  Guerin  &  Turner,  Inc.         Ferris  &  Gompany  Foster  &  Marshall  Inc.         Hambrecht  &  Quist         J.  J.  B.  Hilliard,  W.  L.  Lyons,  Inc. 

Incorporated 

The  Illinois  Company  Interstate  Securities  Gorporation  Investment  Gorporation  of  Virginia  Josephthal  &  Go. 

Incorporated 

Moore  &  Schley,  Gameron  &  Go.  Morgan,  Olmstead,  Kennedy  &  Gardner  Newhard,  Gook  &  Go.  The  Nikko  Securities  Go. 

Incorporated  Incorporated  Internationa),  Inr. 

Nomura  Securities  International,  Inc.       H.  0.  Peet  &  Go.  Inc.         Philips,  Appel  &  Walden,  Inc.       Wm.  G.  Roney  &  Go.       R.  Rowland  &  Go. 

Ineorporalod 

Scherck,  Stein  &  Franc,  Inc.  Stif el,  Nicolaus  &  Gompany  H.  G.  Wainwright  &  Go.  Yamaichi  International  (America),  Inc. 

Incorporated 

Black  &  Gompany,  Inc.  Burgess  &  Leith  Galdwell  Phillips,  Inc.  B.  C.  Ghristopher  &  Go.  Daniels  &  Bell,  Inc. 

locorporated 

First  Albany  Gorporation  First  Harlem  Securities  Gorp.  First  Mid  America  Inc.  Gnintal&Go.  Hoppin,  Watson  Inc. 

Howe,  Barnes  &  Johnson,  Inc.  Janney  Montgomery  Scott  Inc.  Jesup  &  Lamont  Kirkpatrick,  Pettis,  Smith,  Polian  Inc. 

Incorporatod 

Manley,  Bennett,  McDonald  &  Go.  W.  H.  Newbold's  Son  &  Go.,  Inc.  Quinn  &  Go.,  Inc.  Raffensperger,  Hughes  &  Go. 

Incorporated 

Scott  &  Stringfellow,  Inc.  Burton  J.  Vincent,  Ghesley&  Go.  Wagenseller  &  Durst,  Inc.  Woolard  &  Gompany 

Inoorporatod 


An  American  Portrait  2076. 


Several  months  ago  we  started  our  Tricentennial 
Program  by  asking  for  your  thoughts  on  life  in 
America  by  the  year  2076.  Instead  of  a  lot  of  ideas 
about  space  ships  and  robots  of  the  future  most  of 
the  more  than  50,000  responses  we've  received 
have  been  about  people's  visions  of  our  future 
as  a  nation. 

The  main  point  that  came  throughr letter  after 
letter,  was  that  most  people  believe  a  lot  of  the 
things  that  made  America  what  it  is  today  will 
shape  our  future  as  well. 

An  overwhelming  number  of  you  -ninety-one 
percent -told  us  you  want  the  family  to  remain 
our  basic  social  unit. 

Sixty-two;  percent  feel  the  nation  will  be  better 
off  when  there  is  no  racial,  sexual,  or  religious 
discrimination. 

Seventy-three  percent  of  you  told  us  you  expect 
a  reaffirmation  of  religion  and  faith  by  the  time  of 
our  Tricentennial. 

There  is  a  strong  desire -almost  two-thirds -for 
more  individual  participation  in  government 
through  better  communication. 


Nearly  three-quarters  of  you  are  in  favor  of  a 
slower  paced,  more  rural  life. 

What  s  better  than  statistics  is  the  feeling  that 
the  majority  of  people  believe  that  life  in  the 
future  can  be  better  than  it  is  today.  But  we've 
always  been  like  that.  It's  what's  been  called  the 
American  Dream. 

You've  shown  us  that  the  future  of  America  lies 
not  in  the  land  or  the  technologies  we  master 
but  in  the  hearts  and  minds  of  the  people,  our 
greatest  resource. 

We  didn't  intend  to  do  a  scientific  survey  but 
your  responses  show  significant  insight  into  the 
problems  and  opportunities  that  face  our  nation. 
We  plan  to  make  those  thoughts  available  in  a 
book  reflecting  many  of  the  interesting  letters 
we've  received. 

Please  note  that  all  ideas  submitted  shall 
become  public  property  without  compensation. 
Tricentennial  P.O.  Box  2076,  Los  Angeles, 
California  90053 


ARCO    <> 


Petroleum  products  o( 

AtlanticRichfieldCompany 


Thank  you  for  helping  us  celebrate  America's  Tricentennial  100  years  early. 


\bu  should  demand  as  much 

from  an  airline  as  any  other 

company  you  do  business  with 


Y^ou  wouldn't  put  up  with 
service  from  your  suppliers 
that's  below  par.  Well,  an  air- 
line is  also  a  supplier.  You 
shouldn't  have  to  settle.  Com- 
promise. Or  excuse.  And  that 
means  your  demanding  the 
same  kind  of  performance  on 
your  business  flight  that  you 
expect  during  the  rest  of  your 
business  day.  Well,  to  Swissair  a 
ticket  is  a  contract.  And  we 
have  to  keep  our  side  of  the 
bargain.  Getting  the  business 
traveller  where  he's  going  in 
the  style  he's  paid  for. 

A  first  class  first  class. 

Unlike  many  other  airlines, 
Swissair  will  not  schedule  an 
all-economy  flight.  No  matter 
where  in  the  world  we're  flying 
(at  last  count  it  was  87  cities  in 
63  countries)  we  provide  first 
class  service.  And  typifying 
Swissair's  first  class  service  is 
our  maitre  de  cabin.  More  a 
maitre  d'hotel  than  an  ordinary 
steward,  he  carries  on  the  leg- 
endary Swiss  tradition  of 
service.  Checking  to  make  sure 
your  wine  is  served  in  the  cor- 
rect glass.  That  the  lobster  hors 
d'oeuvres  are  properly  gar- 
nished. And  making  sure  that 
you're  attended  to  when  you 
want  attention,  and  left  alone 
when  you  want  to  be  left  alone. 

Economy  isn't  second  class. 

Just  because  you're  sitting  in 
the  back  of  the  plane,  you  won't 
get  the  back  of  our  hand.  While 
some  airlines  might  economize 
in  economy  with  plastic  plates 
and  miniature  utensils,  Swissair 
serves  you  with  china  and  full- 
sized  knives,  forks  and  spoons. 


We  help  you  do  a  better  job. 

The  business  traveller  should 
expect  his  airline  to  help  him 
go  about  his  business.  So  we  at 
Swissair  will  arrange  for  limou- 
sines, conference  rooms,  even 
secretaries  and  translators,  any- 
where in  the  world  we  fly. 

We're  businessmen,  too. 

The  business  traveller  made 
Swissair  into  a  better  airline. 
So  expect  a  lot  of  us,  because 
the  people  who  run  our  airline 


are  also  demanding  business- 
men. Swiss  businessmen. 

For  reservations  and  infor- 
mation about  Swissair's  daily 
wide-body  flights  from  New 
York,  Boston  and  Chicago,  plus 
DC- 10  service  from  Montreal 
and  Toronto,  see  your  TRAVEL 
AGENT,  corporate  travel  con- 
sultant or  local  Swissair  office. 

SWISSAIR-h 

We  take  on  the  world's 
most  demanding  business  travellers 


TT" 


Ibdayls  Babcock&WilcQx. 
W^  a  lot  more  than  a 
one-technology  company 


I  roomful  of  computer  controls.  Building  on  a 
istory  of  superior  utility  and  marine  instrumen- 
jtion,  our  Bailey  Meter  subsidiary  is  also  a 
upplier  of  control  systems  to  the  process  Indus 
ies.  Our  new  system  called  the  "Bailey  7000 
LUS"offers  the  latest  in  control  systems 
jchnology. 


iD  international  nuclear  reputa- 
ation.  There  are  now  32  B  &W 
uclear  power  plants  in  stages  of 
egotiation,  planning,  construction, 
tart-up  or  commercial  operation, 
icluding  the  new  Muelheim- 
;aerlich  station  in  West  Germany.  This 
ower  plant  has  a  nuclear  island  with 
uclear  steam  systems  supplied  by 
}&W's  joint  venture,  Babcock-Brown 
Joveri  ReaktorGMbH  and  is  scheduled 
3  go  on  stream  in  1979.  The  plants  in 
peration  have  established  exceptiona 
ecords  for  availability  and  efficiency. 


Mirror,  mirror  on  the  wall.  Our  Diamond 
Power  subsidiary  is  recognized  as  the  lead- 
ing supplier  of  all-metal,  snap-on  reflective 
insulation  to  the  nu- 
clear power  indus- 
try. Marketed  under 
the  Mirror®  name, 
and  newfound 
n  62  nuclear 
plants,  it  mini 
mizesheat 
loss  and 
speeds  up 
in-service 
nspection. 


In  one  end  and  out  the  other. 

Our  Automated  Machine  Divi- 
sion is  an  important  supplier  of 
transfer  lines  for  many  indus- 
tries, including  automotive.  By 
automatically  processing  a  block 
of  metal,  for  instance,  through 
many  necessary  machining 
phases,  it  speeds  the  produc- 
tion of  engines  for  cars,  trucks 
and  off-the-road  equipment.  We 
are  also  a  leading  producer  of 
broaching  machines  and  hy- 
draulic tracer  lathes. 


king  deep  into  solid  metal.  As  a  supple 
ent  to  X-ray  analysis,  B&W  scientists  are 

ing  acoustical  holography  to  get  a  three- 
tmensional  image  of  potential  defects  deep 
side  a  weld. Their  use  of  holography  has  been 

fruitful,  they're  now  developing  a  definitive 
ference  work  qualifying  this  technique. 

is  work  is  sponsored  by  the  Electric  Power 
esearch  Institute  (EPRI). 


The  stress  of  being  24,000  feet  under.  As  the 

search  for  new  energy  goes  deeper  and  deeper, 
B&W  goes  right  along  with  it.  Subjected  to  enor- 
mous pressures  and  corrosive  conditions,  our 
tubing  is  performing  more  than  four  miles  under 
the  earth.  As  the  leading  specialty  steel  tubing 
manufacturer,  our  products  are  also  widely  used 
in  the  chemical,  power  generation  and  bearings 
industries. 


Babcock&  Wilcox 

161  EAST42ND  ST.,  NEW  YORK,  NY.  10017 


How  to 

get  tax-free 

income 


This  36-page  booklet  tells 
how  municipal  bonds  may 
increase  your  after-tax 
investment  income  by  60 
percent  or  more,  depending 
on  your  tax  bracket. 

It's  yours  free.  Just  mail 
the  coupon.  Or  call  our 
toll-free  number  below. 


Free! 

'Investing 

for  Tax-Free  Income 


Call  toll-free  800-327-4800. 
In  Florida  1-800-432-7521.  Or  write: 
Merrill  Lynch  Service  Center 
P.O.  Box  700,  Nevada,  Iowa  50201 

NFO1015TFI 

Name 


(please  print) 


Address^ 


City- 


state- 


-Zip- 


Home  Phone- 


Business  Phone- 


Merrill  Lynch  customers,  please  give  name 
and  office  address  of  Account  Executive: 


MerriD  Lynch 

Pieice 

Fenner  8  Smith  Inc. 


OCopyright  1976  Merrill  Lynch  Pierce  Fenner  *  Smith  Inc. 
Member,  Securitiea  Investor  Protection  Corporation  (SIPC) 


Readers  Say 


UAW  Cost-Conscious  Too? 

Sir:  In  "  'Free'  Doctors^Expensive 
Cars"  ( Sept.  1 ) ,  you  conclude,  ".  .  . 
the  only  cost-conscious  consumer  ad- 
vocates in  the  health-care  field  are  the 
big  corporations  ..."  The  UAW  has 
been  among  the  major  advocates  of 
cost-containment  programs  in  health 
care.  Your  article  makes  a  number  of 
references  to  "overutilization"  as  a 
cost-escalation  factor  in  the  auto  in- 
dustry .  .  .  The  auto  companies  pro- 
pose not  to  control  the  escalation  of 
health-care  costs  but  simply  to  trans- 
fer part  of  those  costs  to  workers. 

— Melvin  a.  Glasser 

Director,  Social  Security  Dept., 

International  Union,  UAW 

Detroit,  Mich. 

More  Than  A  Property 

Sir:  Your  article  "The  Other  Li- 
cense To  Print  Money"  (Sept.  15) 
makes  us  radio  people  sound  like  a 
bunch  of  bloodthirsty  bastards.  You 
have  always  looked  upon  Forbes  as 
something  more  than  a  property.  And 
many  of  my  fellow  broadcasters  share 
your  attitude  and  devotion  to  their 
own  radio  stations. 

—William  O'Shaughnessy 

President, 

WVOX  Westchester 

New  Rochelle,  N.Y. 

Sir:  The  venerable  S.J,  Perelman 
blew  it  by  traveling  to  Hong  Kong 
("I  would  rather  walk  down  Ice 
House  Street  in  Hong  Kong  wearing 
a  white  suit— than  own  the  Chevrolet 
franchise  in  Sheboygan,  Wise).  He 
should  have  stayed  in  the  good  old 
U.S.A.  and  among  other  places  visit- 
ed Sheboygan.  While  here,  he  could 
have  toured  our  radio  station,  not  a 
chance  in  the  world  to  own  it. 

—Michael  R.  Walton 
President  and  Gen.  Mgr., 

WHBL-AM-FM  Radio 
Sheboygan,  Wise. 

Real  Root  Causes 

Sir:  Re  "A  Major  Factor  In  Ruptur- 
ing The  Pound,"  (Fact  b-  Comment, 
Sept.  1).  I  believe  the  real  root 
causes  of  Britain's  industrial  prob- 
lems are  two.  One  is  excessive  taxa- 
tion, and  North  America  is  not  im- 
mune from  that.  The  percentage  of 
GNP  spent  (and  therefore  extracted) 
by  government  is  doubling  every  30  to 
33  years,  just  as  it  is  in  Britain.  They 
started  sooner,  that's  all.  Second,  and 
unique  to  Britain,  were  social  atti- 
tudes, particularly  toward  education 
and  the  Old  Boy  network.  In  the  busi- 
ness world  of  the  1950s  and  perhaps 


even  today,  a  B.A.  from  "Oxbridge" 
was  a  passport  to  the  top,  while  a 
B.Sc.  from  "Redbrick"  was  a  passport 
to  emigrate.  You  can't  lose  blood  and 
remain  healthy. 

—Colin  Macpherson 
Canadiac,  Quebec,  Canada 

HIgh-Priced  Auto  Parts 

Sir:  Re  the  article  entitled  "Shock- 
ting"  {Other  Comments,  Sept.  15). 
Since  insurance  companies  are  the 
largest  purchasers  of  these  replace- 
ment parts,  guess  who  picks  up  the 
tab  in  the  end?  The  high  prices  give 
rise  to  increased  profitability  for  car 
thieves  who  are  sophisticated  enough 
to  capitalize  on  Detroit's  price  list 
and  offer  the  same  parts  at  a  sub- 
stantial discount  to  all  who  will  buy 
(insurance  companies  not  included). 
Again,  the  more  thefts,  the  higher 
our  insurance  premiums. 

—Richard  G.  Gaumer,  CLU 

Vernon  Kroehle  &  Associates,  Inc. 

Shaker  Heights,  Ohio 

Sir:  At  four  times  new  car  prices, 
there  would  seem  to  be  enough  mar- 
gin for  an  insurance  company  to  buy 
new  cars,  disassemble  them  and  then 
sell  the  parts  as  required  at  a  dis- 
count to  their  insured  customers, 
thereby  controlling  the  cost  of  the  raw 
material.  At  least  the  economics  should 
be  evaluated  before  the  rates  go  out 
of  sight  as  they  have  in  New  York. 

—Michael  A.  Broder 
Scotia,  N.Y. 

Sir:  If  you  think  automotive  parts 
are  high,  buy  a  few  parts  for  your 
lawn  mower  or  television. 

—John  Valo 
Detroit,  Mich. 

Not  Up  That  Much 

Sir:  In  "Is  Good  Sense  Bad  News?" 
( Sept.  1 )  you  say,  regarding  women's 
apparel,  "Even  moderate-priced 
dresses,  suits,  blouses  and  skirts  are 
up  30%  to  40%  in  the  past  year."  The 
Bureau  of  Labor  Statistics'  figures  for 
women's  and  girls'  apparel  prices 
show  a  2.7%  year-to-year  increase  in 
July  1976  vs.  July  1975.  My  guess  as 
to  the  real  reason  for  the  slowdown 
in  women's  apparel  sales  is  that  it  is 
tied  to  the  unsustainably  high  rate  of 
apparel  sales  during  the  four  preced- 
ing quarters. 

—Frederick  W.  Kopf 

Vice  President, 

Baker,  Weeks  &  Co.,  Inc. 

New  York,  N.Y. 

Carter's  Double  At  Fault 

Sir:  Re  your  negative  remarks  on 
Carter.  Anyone  with  half  intelligence 
would  recognize  that  he  has  a  dou- 
ble, and  it  is  this  double  that  makes 
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Ametek  could  well  be  defined  as 
a  manufacturer's  manufacturer. 

Take  Bill's  division,  U.S. 
Gauge— world's  largest  manufac- 
turer of  pressure  gauges.  Their 
products  become  part  of  hundreds 
of  different  end  products— from 
fire  extinguishers  to  jet  aircraft. 

In  fact,  alj  divisions  contribute 
to  other  companies'  products  in 
one  of  three  ways:  with  com- 
ponents and  materials  that  go  into 
them;  with  capital  equipment  to 
make  them;  or  with  controls  to 


keep  production  on  track. 

Most  are  basic,  like  dryers, 
^<filters,  and  centrifuges  made  by 
the  Process  Equipment  Division 
for  the  chemical  industry.  Or  like 
the  products  of  eleven  different 
divisions  that  serve  the  energy 
industries. 

A  few  are  exotic,  like  solar  energy 
panels  that  have  been  selected 
to  heat  and  cool  a  new  community 
center,  or  robot  undersea  vehi- 
cles being  built  by  Straza  Division 
for  deep  ocean  cable  repair. 


This  broad  mix  of  essential  prod- 
ucts is  one  reason  for  Ametek's 
compound  annual  earnings 
growth  of  28%/year  since  1971. 
To  maintain  it,  we've  invested  $31 
million  in  new  plants  and  equip- 
ment over  the  past  five  years. 

Want  to  learn  more?  Request 
latest  reports  from:  AMETEK,  Inc., 
Investor  Information,  233 
Broadway,  New  York,  N.Y.  10007. 

\MBTEK 


Ametek  investors 

talk  about  their  company: 

"Most  of  our 
stuff  goes 
io  tielp  ottier 
companies 
makettieir 

Ql^l  |vC  "  Ametek 
wl  \M  III    shareholder  Bill  Gery, 
group  leader  at  Ametek's  U.S. 
Gauge  Division. 


Employee 


When  an  injured  employee's 
return  to  work  is  speeded,  an 
employer  regains  a  needed 
worker— and  insurance  costs 
for  the  firm  may  be  held  down* 

A  brief  review  by  INA  of 
an  insurance  topic  of  interest 
to  business  executives* 


The  compensation  received  by  a  worker  for  a  dis- 
abling injur)'  was  formerly  fixed  by  most  states  at  a 
specific  sum  for  a  specific  disability. 

But  that  arbitrary  method  of  making  awards  is 
fast  giving  way  to  the  concept  that  the  worker  should 
be  compensated  on  the  basis  of  loss  of  earning  capacity 
—  for  a  lifetime,  if  the  disability  is  permanent  — to- 
gether with  full  and  unlimited  medical  expenses.  This 
principle,  embodied  in  new  laws  in  many  states,  has 
meant  a  continuing  rise  in  the  cost  of  insurance  cover- 
ages for  workers'  compensation. 

Faced  with  compensation  claims  which  can  now 
run.  in  some  cases,  to  hundreds  of  thousands  of  dol- 
lars, insurers  are  turning  to  rehabilitation  services  to 
put  disabled  workers  more  quickly  on  the  road  to  re- 
covery and  reemployment  wherever  possible.  In  fact, 
several  states  have  enacted  regulations  which  make 
employee  rehabilitation  mandatory  after  a  worker  has 
missed  a  specified  period  of  employment.  Although 
claim  costs  can  be  thereby  reduced,  the  more  im- 
portant benefit  of  rehabilitation  can  be  the  restora- 
tion to  health  and  some  degree  of  productivity  of  an 
injured  person,  benefiting  both  the  individual  and  the 
employer. 

At  the  same  time,  the  money  which  may  be  saved 


through  rehabilitation  programs  can  be  reflected,  for 
insured  companies  whose  premium  rates  are  based  on 
claims  experience,  in  downward  pressure  on  insur- 
ance premiums.  For  a  given  company,  the  wider  the 
experience  with  claims  to  which  rehabilitation  is 
applied,  the  more  likely  it  is  that  the  size  of  the  aver- 
age claim  will  be  reduced  and  favorable  premium  ac- 
tion will  result. 

Aiding  the  "whole  i3erson" 

How   does   rehabilitation   work   in   practice.-^ 
Although  some  insurance  companies  maintain  re 
habilitation  facilities  of  their  own— a  few  of  them 
quite  extensive— mo.st  of  the  work  is  done  by  firms 
specializing  in  the  field.  Workers  comix?nsation  ca.ses 
predominate,  but  rehabilitation  for  victims  of  auto 
mobile  accidents  and  other  injuries  is  lx"coming  more 
frequent.  Typically,  the  need  for  rehabilitation  ser\'iccs 
in  a  case  will  first  Ix'  suggested  by  an  insurance  com 
pany  claims  adjuster  or  the  coqx^rate  risk  manager 


labilitation 


The  goal  is  maximum  recovei^  and  early  return 
to  a  productive,  self-sustaining  life.  Wbrking  closely 
with  the  patient  and  the  family,  the  rehabilitation  spe- 
cialist coordinates  the  efforts  of  the  other  professionals 
involved.  The  overwhelming  concern  is  not  with 
physical  needs  alone,  but  with  aiding  the  "whole 
person!' 

This  includes  therapies  aimed  at  physical  recovery, 
as  well  as  psychological  and  vocational  counseling  and. 
when  needed,  financial  advice  and  assistance.  The 
patients  family,  too,  is  encouraged  to  aid  in  the  re- 
covery process. 

In  each  instance,  the  specialist  evaluates  and  im- 
plements the  measures  needed  while  controlling  the 
costs  involved. 

Getting  an  early  start 

A  crucial  factor  in  the  success  of  a  rehabilitation 
program  is  early  identification  of  the  need  for  one. 
Too  often  a  disabled  worker  loses  motivation  and 


morale  after  weeks  of  inattention  and  inactivity. 

On  the  other  hand,  even  employees  with  severe 
cases  of  disability— involving  such  conditions  as  am- 
putation, blindness  and  paralysis— have  been  returned 
to  work  by  intensive  rehabilitation  programs.  And 
with  the  numerous  cases  involving  minor  disabilities, 
where  recuperation  is  fairly  simple,  the  fact  that  help 
has  been  timely  has  often  avoided  months  of  employee 
down  time. 

The  disability  victim  and  his  or  her  family  are  not 
the  only  beneficiaries  of  rehabilitation.  For  example, 
an  employee  with  a  chronic  low  back  injury  might  rep- 
resent $200,000  in  lifetime  compensation  payments 
and  medical  costs.  Rehabilitation  expenses  for  this  per- 
son might  not  exceed  $10,000.  Therefore  the  finan- 
cial savings  from  the  rehabilitation  investment  could 
be  substantial.  Most  important,  much-needed  and 
possibly  unique  abilities  may  have  been  preserved. 

For  a  fuller  discussion  of  employee  rehabilitation 
from  an  objective  standpoint.  INA  has  prepared  a 
booklet  entitled,  "Employee  Rehabilitation:  Some  Pro- 
fessional Considerationsr  Copies  may  be  requested 
by  writing  INA  Corporation.  1600  Arch  Street. 
Philadelphia.  Pa.  19101. 


The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall,  Philadelphia,  in  1792. 
Today  INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  casualt\' 
insurance,  marine  insurance,  life  and  group  insurance, 
reinsurance  and  risk  management  services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive  knowl- 
edge of  insurance  needs  and  solutions. 


Insurance  Professionals 


SERVING  THE  UNITED  TASTES 
OF  AMERICA  FOR  181  YEARS 

FROM/79570  TODAV- 

SiX  GENERATIONS  OF  THE  BEAM  FAM/IY 

^AVEBEENMmNS  THE  WOT^LDiff  NEST  BOURBON. 


,%  OF  Iht  "^^         Qp  j^^ 

DeclarAtion  y  Independence 

NOT  ONE  EVER  FELL  FROM  GRACE 
'NOT ONE   By  WORD  OR  DEED 
EVER  TARNISHED  HIS  FAME  BUT 
REMAINED  PURE  IN  PUBLIC 
AND  PRIVATE  LIFE  TO  THE  LAST  " 


PETER  JOHANN  MILLER 

I7IO-I796 
WAS  ENGAGED  BY  THE 
CONTINENTAL  CONGRESS  TO 
TRANSLATE  THE  DECLARATION 
OF  INDEPENDENCE  INTO 
7  DIFFERENT  LANGUAGES 
FOR  THE  ENLIGHTENMENT  OF 
FOREIGN  GOVERNMENTS. 


THB  LMGUASeS  W£R£  LATIN, 
ff^NCH,  ITAUAN,  SPANISH, 
.  POftTUGUE&E,  eeRMAN 
/JA/D  RUSSJAN 


Readers  Say 


such  statements  regarding  taxes,  Vlay- 
boy  and  dear  old  Lyndon  B. 

—Richard  B.  Weeks,  M.D. 
St.  Simons  Island,  Ga. 

Colorado  Leads  The  Nation 

Sir:  Your  article  relating  to  self- 
insurance  by  corporations  {Sept.  15) 
implies  that  there  are  no  state  laws 
which  encourage  the  formation  of 
captive  insurance  companies  in  the 
U.S.  Colorado  saw  the  need  several 
years  ago,  and  has  provided  a  means 
by  which  companies  can  appropriate- 
ly self-insure  through  their  own  cap- 
tive companies  in  the  U.S. 

—J.  Richard  Barnes 

Commissioner  of  Insurance, 

Division  of  Insurance 

Dept.  of  Regulatory  Agencies 

Denver,  Colo. 

Try  Ours! 

Sir:  Re  your  statements  on  ice 
cream  (Fact  6-  Comment,  Sept.  15). 
You  would  really  appreciate  the  Louis 
Sherry  product.  We  could  send  sam- 
ples of  some  of  the  various  flavors  to 
you  at  your  office  to  enjoy  and  to  share 
with  your  staff. 

—James  L.  Blankenship 

Senior  Vice  President, 

R.C.  Auletta  and  Co.,  Inc. 

New  York,  N.Y. 

Sir:  I  will  personally  deliver  sam- 
ples of  our  ice  cream  to  you  in  your 
New  York  office.  You  strike  me  as  a 
chocolate  lover. 

—Bill  Hughes 

San  Francisco  Ice  Creamery 

Palo  Alto,  Calif. 

And  coffee,  too!— MSF. 

Sir:     There    are    many    good    ice 

creams,  including  ours,  Welsh  Farms. 

-Earle  T.  Holsapple  Jr. 

President, 

Welsh  Farms,  Inc. 

Long  Valley,  N.J. 

Sir:  If  you  ever  hear  of  a  great 
small  ice  cream  company  that  is  for 
sale,  let  me  know  because  I'd  love  to 
own  one.  Failing  that,  I've  always  con- 
sidered that  as  one  of  my  retirement 
projects  I'd  open  up  an  ice  cream 
stand  selling  homemade  ice  cream. 
The  only  problem  is  that  at  the  price 
I  suspect  that  it  costs  us  to  make  it, 
most  people  would  consider  it  out- 
rageously expensive. 

-R.E.  Welch 

Vice  President, 

Finance  &  Corporate  Planning 

The  West  End  Brewing  Co. 

Utica,  NY 
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Hovr  Anis-Chalmcrs 

helps  boost  ore 

production  in  Brazil 

by  making  molehills 

^  tJfivX  of  mountains. 


Earth  seldom  yields  its  vitally-needed  metals 
gracefully.  Most  often,  they're  locked  in 
mountains  of  rock,  and  tough  machines  have 
to  dig  them  out^nd  grind  them  to  usable  size. 
As  they  do  in  Brazil,  where  an  estimated  one- 
third  of  the  world's  known  iron  ore  reserves 
are  now  being  tapped. 

AUis-Chalmers  is  well  represented  in 
Brazil's  iron  mines,  where  more  than  a  score 


of  AUis-Chalmers  primary  and  secondary  crushers 

operate.  In  mining  areas  the  world  over,  most  of  the 

large  primary  crushers  used  to  grind  ore  are  made 

by  AUis-Chalmers  or  its  Ucensees.  A  basic  force  in 

basic  industries,  , 

AUis-Chalmers  is  helping     ThC  "WOrM  IlCCdS 

to  meet  world  needs  for  ^^^^  of  wfaat 

mmerais,  rood,  water  a  •#<*      ^^<       <  < 

and  energy  Allis-Chalmers  maKCS. 


ALLIS-CHALMERS 
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77  Le  SABRE  CUSTOM.  You  provide  pretty  nicely  for 
your  family,  wouldn't  you  say'?  Comfortable  home.         . -_^ 
Almost  enough  bedrooms. to  go  around.  The  family      •^^?^' 
ft  finished.  You're  one  step  ahead  of  the  crabgrass. 

P»eL         ^  out  back  is  healthy. 
P      nuy;5ane  more  thing.  There  s-a  1977  Buick  LeSabre 
BustorR^^^p^driveway.  •  . 

i-      A  car  ttn'^ttah  make  six  people-right  gt  home.  With 
more  front  seat  headroom,  more  r^ar  legrdpm. 
and  more  trunk  room  than  it  had  \^^  year.  A  car  that  can 


take  the  folding  chairs,  pets,  air  mattresses,  picnic 
lunches,  golf  bags,  groceries  or  other  assorted  duffle 
that  a  family  so  lovingly  bestows  upon  it 

With  such  talents,  you'd  expect  LeSabre's  driving 
characteristics  to  fall  somewhere  between  a  World  War 
troop  carrier  and  the  Staten  Island  Ferry. 

Not  so.  In  fact  this  is  one  family  car  you  re  going  t( 
have  to  drive  to  believe. 

It's  maneuverable.  Easy  to  turn  And  to  park 

Yet  it's  as  smooth  as  a  freshly  mowed  lawn  And 


^.. 


1 


'     •  -ar^L^j-f^ 


tr^' 


^^.- 


:  And  tor  a  car  this  tunctional,  tliere  is  considerable 
^nce  and  luxury 

Its  lines  are  classic  Very  clean  and  uncluttered  And 
IS  like  power  front  disc  brakes,  power  steenng, 
matic  transn^iission.  and  supremely  comfortable 
nback  seating  are  all  standard 

In  other  words,  the  1977  LeSabre  Custom  isn't 
)(y  roomy  and  driveable  It  is  a  Buick,  after  all  So 
all  the  function,  you  get  the  benefits  of  a  car  that  has 
ftory  of  being  seen  in  all  the  right  places. 


The  1977  LeSabre  Custom.  Take  a  good  look  at 

^'        one.  If  things  turn  out  the 
'     ^_^  way  weexpect.  your 
'iiSIPii^'farpily  will  love  you  for  it. 

BUICK    Dedicatedtoihe 
fiteSpirit  in  just  aboMeveryone. 


By  manufacturing  products  for  just 
about  everything  that  moves.  From 
trailers,  cars,  ships,  trains,  and  planes,  to  the 
industries  of  aerospace  and  recreation. 
Plus  the  materials  handling  equipment  needed 
to  move  goods  from  one  form  of  transportation 
to  another 

To  see  v^^here  it's  taking  us,  write  for  our  Annual 
Report.  Fruehauf  Corporation,  Dept.  FO-106, 
10900  Harper,  Detroit,  Michigan 
48232.  Total  Transportation. . . the 
World  of  Fruehauf. . .we're  rolling. 


We  make 

the  wheels  for 

your  car 


The  trailers 
for  your 
business. 


We  even  help 

build  the  roads 

you  roll  on. 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


KISSING  OFF 

is  no  longer  the  surefire  vote-getter  that  Carter  was  so 
sure  it  would  be  when  he  started  his  steady  I'll- Kick-Out- 
Kissinger-First-Thing  refrain.  That  Rhodesia  might  make 
the  transition  to  a  black  government  without  a  bloodbath 
is  yet  another  extraordinary  accomplishment  for  the  Sec- 
retary of  State. 

When  you  realize  the  Middle  East  is  nearer  real  peace 
than  it's  been  since  the  birth  of  Israel  (a  situation  trig- 
gered by  the  Kissinger-wrought  miracle  of  accommoda- 
tion between  Egypt  and  Israel),  it's  no  wonder  Henry's 
days  in  the  public's  doghouse  seem  ended.   Ford  didn't 


KISSINGER 

buckle  and  bounce  Kissinger  when  the  Secretary  plunged 
into  such  unpopularity  that  Carter,  too,  joined  the  mob 
baying  for  his  blood.  This  firmness  has  to  score  points  for 
the  President. 

After  all  Russia's  conniving  and  the  billions  of  rubles 
expended,  the  Reds  have  only  the  most  radical  Palestin- 
ians, Iraq,  and  those  psychos  Qaddafi  and  Amin  to  show 
for  it— thanks  to  Kissinger's  adroitness  and  Ford's  un- 
wafHing  support. 

Kissing  off  Kissinger  ain't  any  longer  certain  to  pay 
off  at  the  polls. 


THE  OIL  COUNTRIES   ARE   GOING   TO  KICK  US   AGAIN— HARD 


And  we've  sure  been  asking  for  it. 

We've  lost  our  sense  of  emergency  about  energy.  We're 
still  profligately  using  oil  today;  imports  of  crude  oil  for 
the  first  half  of  this  year  were  up  about  58%  from  1973 
and  almost  30%  above  last  year.  * 

The  forthcoming  hefty  oil-price  hike  may  jolt  us  out 
of  our  present  trance.  This  price  Holdup  (God  help  us 
if  it  is  a  holdup  of  oil  itself)  will  do  us  more  good  than 
harm  t/— what  a  mighty  If !— it  slows  our  blithe  plunge  into 
catastrophic  dependence  on  the  OPEC  nations. 

Do  you  realize  that  our  economy,  our  living  our  lives 
of  freedom  with  strength  and  high  standards  today  de- 


pend almost  absolutely  on  oil  from  the  Arab  countries? 

Can  you  believe,  nearly  three  years  after  the  oil  em- 
bargo dried  up  our  gas  pumps  and  had  us  staggering, 
that  our  consumption  of  energy  is  still  at  high  levels?  Our 
wasteful  ways  are  back  with  a  vengeance. 

Would  you  believe  that  it  is  possible  for  us  to 
be  so  dumb,  so  blind,  so  foolish  so  soon  after  such 
a  dire  scare? 

If  we  don't  have  sense  enough  to  price  gas  and  oil  at 
a  figure  that  will  finance  additions  and  alternative  sources 
of  energy,  the  oil-owning  countries  are  going  to  do  it 
for  us  anyway. 


UNEMPLOYMENT— TRUTH  AND  CLAPTRAP 


Jimmy  Carter's  blasting  away  at  the  vmemployment 
rate,  promising  to  cut  it  at  least  in  half.  He  might  end 
up  being  burned  by  his  demagoguery  on  the  issue  be- 
cause he  must  know  the  figure's  far  from  as  bad  as  it 
appears;  and  in  only  two  ways  can  it  be  swiftly  halved— 

•  Engage  the  U.S.  in  another  Vietnam  and  there  will 
be  a  sharp  drop  in  unemployment  all  right,  just  as  there 
was  during  the  last  Democratic  presidency. 

•  Or,  try  stimulating  the  economy  by  massive  addi- 
tional federal  spending  which  will  insure  a  rapid  return 


to  roaring  inflation  which  will  quickly  chop  the  real  in- 
come of  the  record  88  million  Americans  now  at  work. 

Unemployment  is  a  bitter  reality  indeed  for  young  blacks 
in  our  major  urban  areas  and  for  those  who  have  ac- 
tually lost  jobs. 

But  the  Carter  rhetoric  implies  that  there  are  IVz  mil- 
lion Americans  who  have  lost  their  jobs,  and  that  isn't 
so.  Four  million  more  Americans  have  jobs  now  than 
during  the  recession  that  has  just  ended,  and  2  million 
more  persons  are  working  today  than  in  1974  when  the 
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employment    level   was   at   a   pre-recession   record    high. 

Many  of  today's  unemployed  are  people  who  have  just 
decided  to  seek  jobs  and  can't  promptly  find  them— includ- 
ing housewives  and  other  women  who  for  the  first  time 
have  decided  to  try  employment  outside  their  homes. 

There's  an  additional  number,  appreciable  if  unmeasur- 
able,  who  view  a  period  of  unemployment  as  their  right, 
as  a  paid  vacation.  Anyone  who  runs  a  business  large  or 
small  is  well  aware  of  those  who  occasionally  seek  to  be 
fired  because  they're  ready  for   a   rest,   a  paid  holiday. 


They're  looking  for  work  only  to  the  extent  of  obsemng 
the  legal  formalities  necessary  to  continue  drawing  unem- 
ployment compensation. 

We  do  have  a  real  unemployment  problem,  but  not 
of  the  nature  Carter  is  depicting.  If  he  tries  the  "cures" 
he  alludes  to,  the  record  number  of  working  Americans 
will  find  their  take-home  pay  sharply  cut  by  renewed 
double-digit  inflation. 

I   really   don't   think   that   many   Americans    are   dumb 
< 

enough  to  buy  this  pitch. 


FINLAND'S   A  NEAT  COUNTRY 


in  every  sense  of  the  word. 

This  gutsy,  small  land  of  5  million  hardy  souls  fought 
Stalin's  invaders  to  a  standstill  until  sheer  numbers  alone 
ovei-whelmed  them.  And  through  the  Thirties'  depression 
years,  Finland  alone  paid  its  debts  to  the  U.S.  Since  WW 
II,  it  has  met  on  schedule  the  huge  debts  thrust  upon 
it  by  Russia. 

One  way  the  Finns  are  doing  it  has— or  at  least  should 
have— real  relevance  to  our  country.  They  have  built  and 
delivered  15  icebreakers  to  Russia,  which  must  have  'em  to 
keep  open  in  winter  months  their  vital  but  ice-choked  ports. 
Finland  has  developed  a  knowhow  in  this  intensely 
specialized  field  that's  unmatched— and  in  any  economic 
sense  unmatchable— anywhere  else. 

Including  this  country. 


It  would  be  both  a  magnificent  and  a  significant  recog- 
nition and  encouragement  to  this  doughty,  determined 
northern  outpost  of  the  Free  World  if  the  U.S.  were  to 
order  a  couple  of  these  superb  vessels.  We  much  need 
them  to  keep  open  shipping  channels  in  the  Great  Lakes 
and  to  our  great  Prudhoe  Bay  Alaskan  oil  basin  far  longer. 

The  order  would  have  relatively  little  significance  to 
our  shipbuilding  industry,  now  with  prospects  of  huge 
new  U.S.  Navy  contracts  (if  the  Navy  and  Congress  will 
learn  to  pay  their  bills ) . 

To  the  Finns,  fiercely  fighting  to  keep  their  indepen- 
dence, working  arduously  to  keep  from  being  overwhelmed 
by  the  economic  as  well  as  the  military  power  of  their 
superpower  neighbor,  a  U.S.  order  for  a  couple  of  their 
fabulous  icebreakers  would  provide  a  boost  of  vast  value. 


YOU   KNOW,   IT'S   A  TRIBUTE  TO   BOB   SARNOFF 

that  within  one  year  of  his  resigning  as  CEO  of  RCA,  two  outstand- 
ingly able  execs  were  at  hand  and  fully  ready  to  succeed  him. 
Developing  first-rate  successors  is  the  ultimate  challenge  to  chief  executives. 

MORE  ON  NEW   YORK   RESTAURANTS 


The  Grand  Cafe-28  East  63rd  St.  (Tel:  EL  5-2121). 
^riueeu  a  grand  new  Art  Deco  restaurant  wath  a  refresh- 
ingly difiFerent  and  delicious  menu  featuring  entrees  done 
either  in  American  or  French  style.  Try  it,  you'll  love  it. 

Sal  Anthony' s-55  Irving  Place  (between  17th  and  18th 
Sts.;  Tel:  982-9030).  Most  attractive,  modified  modern 
decor  and  definitely  among  the  better  Italian  restaurants. 
Every  dish  we've  tried  has  been  quite  good-with  the 
usual  exception  of  the  spaghetti. 

United  States  Steak  House-120  West  51st  St.  (Tel: 
757-8800).  An  attractively  unadorned  restaurant  that's  just 
what  it  says.  The  steaks  are  good  though  service  varies 
from  indifferent  to  nonexistent.  The  drinks  are  so  big  that 
I'm  afraid  the  bartender's  generosity  may  lead  to  the  own- 
er's bankruptcy. 

Inagiku-in  East  49th  St.  (Tel:  355-0440).  By  adding 
exotica   (i.e.,  soy  sauce)   to  the  visible  grilling  of  these 

IF  YOU  CAN  AFFORD 

to  carry  your  weight,  you're  lucky. 
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All-American  favorites,  steak  and  chicken,  Japanese  res- 
taurants have  skyrocketed  in  popularity  and  numbers.  This 
one,  tastefully  sprawled  in  the  Waldorf's  underground,  is 
priced  higher  than  most  but  not  up  to  par  with  the  best. 

The  Sumptuary-400  Third  Ave.  (Tel:  889-6056).  Up- 
stairs, in  an  ofiteat  area  on  the  East  Side,  this  cheerful 
dining  oasis  draws  customers  from  all  around  the  town. 
The  menu's  more  imaginative  than  most,  and  the  dishes 
mostly  tasty. 

San  Remo  East-33  East  61st  St.  (Tel:  759-6684).  A 
cozy,  creative  Italian  restaurant.  From  stuff^ed  red  peppers 
to  piquant-sauced  lamb  chops  and  delicious  warm  bread, 
the  food  is  imaginative  and  good. 

Uncle  Tats  Hunan  ytwn-1059  Third  Ave.  (Tel:  TE 
8-0850).  Very  good  Chinese  dishes,  but  not  as  good  as 
Hunam  (845  Second  Ave.)  or  as  exotic  as  Shun  Lee 
Dynasty  (Second  Ave.  and  48th  St.). 

HAVING  SOMETHING  AHEAD 

beats  having  a  lot  behind. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Taxes — Preaching 

Beats  Paying 

Jimmy  Carter  reiterated  his  promise 
never  to  boost  taxes  on  working  peo- 
ple. "I  would  never  increase  taxes  on 
Americans  who  work  for  a  living  or 
report  all  their  income  on  a  tax  form." 
He  attacked  the  "unbelievable  loop- 
holes in  the  tax  laws"  that  reduce  the 
taxes  on  upper-income  individuals. 

Mr.  Carter  had  a  taxable  income 
last  year  of  $122,189.  On  this  he  paid 
an  income  tax  of  only  $17,500.  .  .  . 

—Wall  Street  Journal. 

President  Ford  paid  more  than 
$94,000  in  federal  income  taxes  for 
1975.  .  .  .  [on]  a  taxable  income  of 

$204,606 

-N.Y.  Times. 

.  .  .  the  top  5%  [of  the  population] 
get  only  15%  of  all  income.  Even  if  we 
took  all  its  surplus  income  and  gave 
it  to  the  working  class,  this  would 
not  be  enough  to  bring  the  working 
class  to  parity  with  the  middle  class. 
And  this  still  leaves  us  with  the  low- 
er class,  condemned  to  live  on  5%  of 
the  nation's  income. 

—Professor  Robert  L.  Heilbroner, 
in  the  Atlantic  Monthly. 


Unemployment  Rate 

Although  7.4  million  persons  are 
classified  as  unemployed,  only  3.8  mil- 
lion actually  lost  their  jobs. 

Almost  a  million  quit,  for  one  rea- 
son or  another;  about  1.9  million 
persons  came  back  into  the  labor  mar- 
ket, having  previously  dropped  out. 
And  some  800,000  were  looking  for 
their  first  jobs. 

Only  2.3  million  persons  have  been 
jobless  for  15  weeks  or  more.  And  a 
lot  of  those  are  teen-agers  whose  com- 
mitments to  responsibility  and  the  la- 
bor force  are  quite  different  from 
those  of  adults. 

—Business  Week. 

France  Bites  the  Bullet 

Paris— France  has  now  moved 
where  the  United  States  has  not  by 
raising  fuel  prices  sharply  to  discour- 
age energy  use  and  save  on  petro- 
leum imports. 

The  new  price  of  more  than  $2  a 
gallon  is  3^2  times  the  average  Ameri- 
can level  of  60  cents  and  compares, 
according  to  a  tabulation  made  last 
month,  with  $1.80  in  Italy,  $1.50  in 
Japan  and  Britain,  $1.40  in  Switzer- 
land and  $1.30  in  West  Germany.  .  .  . 

"American    prices    and   taxes    must 


rise  soon  to  reflect,  at  the  very  least, 
the  real  value  of  the  energy  if  long- 
term  conservation  is  to  be  taken  se- 
riously by  industry  and  consumers," 
the  International  Energy  Agency  says 
in  its  analysis  of  experience  to  date 
in  19  countries. 

Gasoline  consumption  [in  France] 
accounts  for  about  one-fifth  of  total 
oil  use,  compared  with  a  proportion 
of  one- third  in  the  U.S.,  where  more 
people  have  more  cars  and  use  them 
more.  —N.Y.  Times. 

Secretaries,  Take  Note 

If  you  replace  a  manual  typewrit- 
er with  an  electric  typewriter,  the 
amount  of  energy  that  you  do  not  ex- 
pend corresponds  to  about  2  to  3 
pounds  of  fat  per  year. 

—Dr.  Jean  Mayer, 
U.S.  News  6-  World  Report. 

Hunger 

I  have  known  what  it  was  like  to 
be  hungry,  but  I  always  went  right 
to  a  restaurant. 

—Ring  Lardner  Sr. 

Fearful  Valor 

To  love  life,  you  need  a  kind  of 
courageous  cowardice. 

—Marie-Claire  Blais. 


A  NON-EXPERT'S  ADVICE 


The  other  day  a  Forbes  em- 
ployee asked  me  this  question:  "I 
have  a  friend  who  put  his  lifesav^ 
ings  into  the  Investors  Stock  Fund 
at  around  $20  a  share.  It  went  to 
$12.  Now  he's  even  and  thinking 
of  getting  out.  Should  he?  And  if 
so,  what  should  he  do  then?"  . 

There  are  literally  hundreds  of 
thousands  of  small  investors  who 
put  a  big  chunk  of  their  nest  eggs 
in  mutual  funds  asking  that  same 
question.  After  the  searing  stock 
market  collapse  of  1973-74,  these 
people  are  grateful  for  the  oppor- 
tunity to  get  out  whole  and  many 
are  taking  it  {see  Forbes,  Aug. 
15,  pages  58-60) . 

Although  the  broad  market  av- 
erages have  gone  nowhere  for  sev- 
en months,  most  industry  groups- 
insurance  companies,  oil  compa- 
nies, utihties,  etc.— have  made  their 
own  impressive  individual  climbs. 
As  each  sector  comes  back,  there 
are  more  people  who  reach  a 
break-even  point  with  their  fund 
shares.  Hence  the  continuing  cash- 


by  M.S.  Forbes  Jr. 

ing  in  of  fund  shares  by  individuals. 

What  should  that  investor  do? 
My  only  credentials  are  my  sur- 
name, the  attendant  ability  to  get 
my  opinions  into  print  and  some 
unimpressive  stock  market  perfor- 
mance experiences  of  my  own. 

I  would  indeed  redeem  those  In- 
vestors Stock  Fund  shares.  The 
fund  is  so  large  (over  $2  billion  in 
assets)  that  it  lacks  flexibility. 
More  important,  the  fvind's  perfor- 
mance for  many  years  has  been 
laggard  vis-a-vis  the  competition. 
In  the  latest  Forbes  Mutual  Fund 
Survey  (Aug.  15),  it  ranked  a  so- 
so  C  for  performance  in  up  mar- 
kets and  a  miserable  D  for  per- 
formance in  down  markets. 

Where  would  I  put  the  money? 
I  would  let  it  sit  in  a  savings  ac- 
count or  a  money  market  fund  un- 
til after  the  Presidential  election. 
If  Mr.  Carter  wins,  I  would  let 
it  sit  until  one  could  see  how  seri- 
ous he  was  in  carrying  out  his  in- 
flationary promises.  If  his  populist 
rhetoric    turns    out    to    have    been 


only  for  public  consumption  (or  in- 
digestion), the  investor  might  miss 
some  of  the  resultant  market  rise, 
but  he  would  have  avoided  the 
risk  of  a  shrinkage  in  his  capital. 

If  Ford  upsets  his  opponent,  I 
would  split  the  money  between  a 
stock  fund  such  as  Windsor,  Af- 
filiated, Pioneer  or  Guardian  Mu- 
tual and  a  corporate  bond  fund 
such  as  Northeast  Investors  Trust, 
T.  Rowe  Price  New  Income  or 
IDS  Bond.  With  Ford  remaining 
in  the  White  House,  I  think  both 
stocks  and  bonds  would  do  well  in 
the  months  ahead.  (If  I  were  in 
a  high  tax  bracket,  I  would  con- 
sider one  of  the  tax-free  municipal 
funds  that  are  coming  out  now  as 
a  result  of  the  new  tax  bill  instead 
of  a  corporate  fund. ) 

Individual  stocks  or  bonds?  Un- 
less you  like  the  personal  thrill 
of  playing  (and  probably  losing) 
money  in  the  market,  I  would  stick 
to  the  funds.  At  least  if  they  do 
badly,  you  have  someone  to  blame 
other  than  yourself. 
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Ibu^re  looking  at  one  of 
the  largest  financial  structures 

in  the  world. 


In  termsof  assets,  experience  and  expertise,  the  Bankers 
Trust  symbol  should  be  recognized  as  a  landmark. 

But,  to  many  people,  we're  still  just  "the  bank  for  trusts." 

For  25  years,  this  bank  for  trusts  has  been  one  of  the  10 
largest  commercial  banks  in  the  nation.  Our  assets  are 
over  19  billion  dollars. 

Our  scope  is  worldwide,  in  34  countries  on  six  conti- 
nents. We've  been  a  major  financial  presence  in  New  York 
for  over  70  years,  in  London  for  over  50  years. 

We  offer  a  staggering  variety  of  quality  services.  A  list 
of  our  divisions  alone  would  fill  up  this  page. 

As  you  might  expect,  our  staff  is  professional  to  the 
core.  But  that  doesn't  mean  we're  traditional  to  the  core. 
We've  been  responsible  for  a  wide  variety  of  banking 
innovations. 

Like  the  Floating  Rate  Note  in  the  Eurobond  market. 
Or  the  first  computerized  letter  of  credit  system. 

Or  the  Money  Center,  a  modern  centralized  headquar- 


Member  I  c«.lcriil  Dep<Ail  Insur.ince  Corporation  (C  Biinkcrs  IniM  Conipiinv 

ters  for  dealing  with  government  and  municipal  bonds, 
foreign  exchange,  and  money  market  instruments. 

And  yes,  we're  also  "the  bank  for  trusts"— the  preemi- 
nent bank  in  the  field  of  employee  benefits,  a  leader  in 
almost  every  aspect  of  trust  administration  and  investment, 
the  nation's  foremost  Directed  Trustee,  the  pioneer  in  bene- 
fits research,  savings  plans,  stock  purchase  plans,  and  em- 
ployee record  keeping,  to  name  a  few  areas. 

Wherever  you  see  the  Bankers  Trust 
Pyramid,  you're  dealing  with  a  full  service 
bank  in  the  fullest  sense  of  the  word,  with 
the  capacity  to  raise,  lend  and  manage 
money  worldwide. 

Ask  anyone  who  has  done  business 
with  us— a  visit  to  the  Pyramid  can  be  a 
rewarding  experience. 

Bankers  Trust  Company 
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The  IMavy 

vs.  The  Shipyards: 

Dead  In  The  Water 


It's  a  simple  question:  Are  the 
shipbuilders  or  the  Navy  responsible        H| 
for  $2  billion  in  cost  overruns?  For 
six  years  it  has  defied  solution.  ^ 

Meanwhile^  the  fleet  shrinks. 
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^^^nyone  who  has  built  a  house 
knows  what  happens.  It's  supposed  to 
be  finished  in  August  but  drags  on  un- 
til Christmas.  Your  wife  asks  a  car- 
penter to  tuck  a  bookcase  under  the 
stairwell,  and  the  contractor  sends  you 
a  bill  for  $1,666.66.  You  say  you're 
getting  robbed;  the  contractor  says 
the  work  on  your  house  is  putting  him 
out  of  business. 

For  the  last  seven  years,  that  has 
been  going  on  at  a  billion-dollar  level 
between  the  U.S.  shipbuilding  indus- 
try and  the  U.S.  Navy  with  such  fe- 
rocity that  it  should  lay  to  rest  for- 
ever the  myth  of  the  military-indus- 
trial monolith.  Ultimately,  it  may  cost 
hundreds  of  millions  of  dollars  for  the 
Navy  to  get  its  expansion  program 
under  full  steam  again. 

The  quarrel  has  obvious  implica- 
tions in  the  present  campaign  wran- 
gling over  how  big  the  U.S.  defense 
budget  shovild  be.  It  also  may  write 
an  end  to  the  career  of  Admiral  Hy- 
man  G.  Rickover,  the  arrogant  auto- 
crat of  the  nuclear  Navy,  who  at  76 
is  the  Navy's  oldest  officer  on  active 
duty  (see  p.  30).  Rickover  has  staved 
off  many  €uch  previous  attacks;  he 
has  enormous  support  in  many  parts 
of  Congress.  But  he  may  not  stave 
off  this  one.  His  continued  presence 
in  the  Navy,  says  Gordon  Rule,  the 
Navy's  top  civilian  procurement  of- 
ficer,   is    "incompatible    with    sound 


management  and  necessary  military 
discipline." 

Since  1969,  builders  of  Navy  ships 
have  submitted  claims  for  cost  over- 
runs totaling  $3.2  billion.  Although 
$1.3  billion  in  claims  have  been  set- 
tled, nearly  $2  billion  are  still  unre- 
solved. And  more  may  be  upstream. 
Two  of  the  largest  shipbuilders— Lit- 
ton Industries'  Ingalls  Shipbuilding  di- 
vision and  Tenneco's  Newport  News 
Shipbuilding  &  Drydock  Co.— are  per- 
forming some  work  under  court  or- 
der. Exactly  how  much  of  the  blame 
will  go  to  the  Navy  and  how  much  to 
shipbuilders  will  take  years  to  litigate. 

Meantime,  the  Navy  shrinks.  There 
were  900  ships  in  service  in  1970.  By 
1974  that  had  decreased  to  508.  That 
year  the  House  Armed  Service  Sea- 
power  subcommittee  called  for  a  600- 
ship  Navy  by  the  1980s,  There  are 
now  fewer  ships  in  service— 476— than 
there  were  then. 

All  this  is  a  far  cry  from  the  eu- 
phoria with  which  Litton  and  Tenneco 
entered  into  the  Navy's  new  multiship 
contracts  in  the  late  1960s— the  con- 
tracts Litton  President  Fred  O'Green 
now  calls  a  "debacle."  In  those  days  it 
was  assumed,  both  inside  and  out- 
side Litton,  that  its  management  for- 
mula could  accomplish  anything. 
Soon  after  Litton  bought  it  in  1961, 
Ingalls  started  signing  big  multiship 
commercial  contracts.  But  in  1969 
and  1970  it  got  the  real  plums-$3.3 


Navy  Blues.  The  Pascagoula  yard 
(above)  figures  prominently  in  the 
dispute  between  Litton  and  the  Navy. 


billion  worth  of  Navy  contracts  for 
five  new  amphibious  assault  ships  and 
30  new  super  destroyers. 

Newport  News— a  prestigious  Vir- 
ginia shipyard— meantime  was  build- 
ing the  Navy's  Nimitz-class  nuclear- 
powered  supercarriers,  the  largest 
military  ships  afloat. 

Overruns  and  lengthy  schedule  slip- 
pages began  almost  immediately.  By 
1973  Litton 's  assault  ships  were  as 
much  as  2J^  years  behind  schedule 
( some  are  now  four  years  late ) .  Two 
years  later,  Newport  News  tried  to 
stop  work  on  a  contract  for  nuclear- 
powered  cruisers  vmtil  its  claims  were 
settled,  and  Ingalls  said  it  would  stop 
working  on  the  assault  ships.  The 
Navy  got  court  orders  forcing  both 
to  proceed. 

Early  this  year,  when  claims  or  ex- 
pected claims  from  both  were  nearly 
$2  billion.  Deputy  Defense  Secretary 
William  Clements  tried  to  cut  the 
Gordian  knot.  He  invoked  a  1958  na- 
tional-emergency law  to  revise  the 
contracts  upward  by  $500  million,  to 
$700  million;  in  return,  Litton,  Ten- 
neco, General  Dynamics'  Electric 
Boat  Co.  and  National  Steel  &  Ship- 
building Co.  would  drop  $1.5  billion 
worth  of  claims.  But  both  Litton  and 
Newport  News  turned  the  settlement 
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down  as  inadequate,  and  Clements 
got  himself  denounced  in  Congress 
For    being    soft    on    the    shipbuilders. 

What  happened?  Shipyard  ineffi- 
ciency and  blunders,  says  the  Navy. 
Massive  Navy  delays  and  interference, 
say  the  shipyards.  Newport  News' 
productivity  went  down  because  it 
could  not  get  skilled  manpower,  Rick- 
over  says. 

Retorts  John  Diesel,  Newport  News 
president:  "The  very  first  ship  that 
got  into  trouble  was  the  Nitnitz  itself 
—the  head  ship  in  the  whole  pro- 
gram. That  ship  was  delayed  two 
years  by  the  late  delivery  of  Rick- 
over's  [nuclear]  components.  That 
disrupted  all  the  ships  that  followed. 
The  truth  is,  Rickover's  running  a 
cheap  store.  The  man  never  requested 
enough  money  [from  Congress]  and 
the  reason  he  didn't  was  that  he  was 
fighting  for  his  nuclear  ships  and  the 
only  way  he  could  get  them  was  to 
make  them  look  cheaper  than  they 
really  were.  The  Navy  hasn't  got  the 
money  to  pay  its  bills  and  it  is  also 
incapable  of  pricing  changes  and 
keeping  the  contract  current." 

There  are  a  lot  of  changes  in  Navy 
shipbuilding  because,  unlike  guns  or 
airplanes,  a  big  ship  has  no  prepro- 
duction  development  run;  it  is  to 
some  extent  developed  while  it  is  be- 
ing built.  And  the  Ingalls  and  New- 
port News  work  was  under  "fixed- 
price-incentive"  contracts  written  in 
the  1950s  and  1960s  to  eliminate  the 
abuses  of  World  War  II  "cost-plus" 
pacts.  Fixed-price-incentive  contracts 
have  a  target  price  and  a  ceiling 
price;   the  contractor  gets  a  decreas- 


ing proportion  of  his  costs  back  over 
the  target  price,  and  nothing  over 
the  ceiling  price.  The  contract  also 
has  a  target  delivery  date;  after 
that  point,  its  escalation  clauses  to 
compensate  for  inflation  are  voided. 
With  huge  schedule  slippages,  the 
shipbuilders  went  into  double-digit 
inflation. 

Nationalize  The  Shipyards! 

What's  the  solution?  Says  Rule: 
"Ship  contracts  should  be  cost  type 
for  lead  ships  and  fixed-price  incen- 
tive for  follow-on  ships."  (The  Navy 
has  adopted  some  modifications  along 
this  line  since  1974.)  Rickover's  solu- 
tion is  more  simple:  A  contract  is  a 
contract  and  it  has  to  be  honored;  if 
necessary,  nationalize  the  shipyards 
and  hire  and  fire  the  contractors. 

The  effect  of  the  claims  on  the 
shipbuilders'  balance  sheets  is  hard  to 
foresee.  They  carry  a  "minimum  recov- 
ery expectable"  portion  of  their  claims 
as  an  asset  (along  with  billings,  some 
of  which  later  could  themselves  be- 
come subject  to  dispute).  But  no- 
body knows  what  the  claims  will  be 
settled  for,  and  Newport  News'  claims 
now  total  $894  million  and  Ingalls' 
over  $500  million,  with  $200  million 
more  expected.  Electric  Boat  is  ex- 
pected to  file  another  $300  million. 
The  $1.3  billion  in  claims  settled  be- 
tween 1969  and  1976  were  for  47 
cents  on  the  dollar.  If  Litton's  claim 
is  so  settled,  does  that  mean  it  has  a 
loss  of  $260  million?  Says  O'Green: 
"I  don't  think  I  should  comment  di- 
rectly on  that."  And  although  John 
Diesel   says    that   if   Newport    News' 


The  Old  Man  And  His  Enemies 


"There  is  nothing  so  dangerous  as 
an  old  man  with  a  dream." 

Admiral  Elmo  R.  Zumwalt  Jr.,  for- 
mer chief  of  naval  operations,  quotes 
those  words  by  a  lawyer  for  a  Navy 
contractor,  in  his  memoirs.  On  Watch. 
The  lawyer  was  complaining  about  an 
old  man  who  had  been  a  considerable 
thorn  in  Zum wait's  side,  too:  Admiral 
Hyman  G.  Rickover. 

Rickover  is  now  76  years  old  and 
has  been  a  naval  officer  for  54  years, 
30  of  them  with  a  single  purpose: 
to  build  warships  powered  by  nuclear 
energy.  The  "father"  of  the  USS 
Nautilus,  the  first  nuclear  submarine, 
he  was  passed  over  (for  the  second 
time)  for  promotion  from  captain  to 
rear  admiral— and  thus  required  to  re- 
tire in  1952.  After  an  uproar  in  the 
press  and  Congress,  he  was  promoted 
ultimately  to  four-star  rank.  Then, 
like  J.  Edgar  Hoover  and  Lewis  Her- 
shey  he  became  a  law  unto  himself. 

Abrasive    and    domineering,    Rick- 


over was,  Zumwalt  says,  "a  persistent 
and  formidable  obstacle  to  my  plans 
for  modernizing  the  Navy";  his  Navy 
Nuclear  Propulsion  Division  was  "a 
totalitarian  ministate." 

One  of  Rickover's  heroes  is  John 
Arbuthnot  Fisher,  Britain's  First  Sea 
Lord  early  in  the  20th  century,  who 
reformed  the  British  Navy  in  time  for 
World  War  I.  Fisher's  motto:  "Ruth- 
less, remorseless,  relentless."  Rickover 
has  been  practicing  that  for  a  long 
time.  The  son  of  an  immigrant  Polish 
tailor,  he  graduated  from  Annapolis 
in  1922  as  an  engineer.  In  1946  he 
was  sent  to  Oak  Ridge,  Tenn.  to  look 
into  the  potential  of  nuclear  power. 
From  that  came  the  nuclear  Navy  and 
30  years  of  conflict  and  acrimony. 

His  enemies  are  now  legion.  And 
they  are  striking  back.  Gordon  Rule, 
the  Navy's  top  civilian  contracting  of- 
ficer, says  Rickover  "does  not  know 
the  meaning  of  mutual  agreement, 
mutual  trust  or  mutual  respect." 


claim  is  paid  in  full  the  yard  will  "just 
barely"  come  out  even,  he  concedes  it 
probably  won't  be. 

So  the  claims  wash  back  and  forth 
among  the  Navy,  the  Defense  Depart- 
ment and  Congress  like  embolisms 
in  the  government  bloodstream.  And 
Clements  ultimately  seems  likely  to 
get  his  way  in  settling  them.  For  the 
fact  is,  the  Navy  increasingly  needs 
the  shipbuilders  more  than  the  ship- 
Jbuilders  need  the  Navy.  The  backlog 
in  private  yards  was  75%  Navy  work 
a  decade  ago;  now,  thanks  to  the  re- 
invigorated  U.S.  maritime  effort,  just 
over  half  is.  Only  Newport  News  and 
Electric  Boat  build  nuclear  ships;  only 
Newport  builds  nuclear  surface  ships. 

Rickover  is  not  the  only  Navy  of- 
ficer hanging  tough  ( Litton's  ships,  af- 
ter all,  are  mostly  nonnuclear);  nor 
are  Navy  ships  the  only  ones  plagued 
by  late  delivery.  Ingalls  had  massive 
problems  getting  its  technologically 
advanced  shipyard  in  Pascagoula, 
Miss,  working  right  and  was  late  on 
commercial  ships  as  well. 

But  Rickover  is  the  most  visible 
symbol  of  what,  to  the  shipbuilders 
and  many  government  officials,  seems 
open  warfare  by  the  Navy  on  the 
yards.  It  is  likely  to  isolate  him  ulti- 
mately even  from  his  power  bases  in 
the  press  and  Congress,  despite  his 
monumental  contributions  to  the  mod- 
em Navy.  Says  Gordon  Rule:  "The 
most  important  thing  wrong  with  the 
Navy  today— not  the  fleet  but  the  pro- 
ducer side  of  the  Navy— is  that  we  will 
never  admit  we  made  a  mistake."  As 
it  was  intended  to,  it  pretty  well 
sums  up  the  Rickover  approach.   ■ 


Admiral  Rickover 

Writes  Zumwalt:  "A  final  malady 
that  afflicted— and  continues  to  afflict 
—the  whole  Navy,  although  the  sur- 
face Navy  was  and  is  the  greatest  suf- 
ferer, can  be  described  in  one  word: 
Rickover." 

Still,  Rickover  is  not  entirely  with- 
out resources  or  friends.  One  of  them 
is  a  former  nuclear  submarine  officer 
named  Jimmy  Carter. 
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What  Should  A 

''Chinese  Wall''  Look  Like? 

The  question  of  separating  bank  lending 

and  bank  investing  is  getting  tougher  all  the  time. 

Should  there  even  be  a  wall  at  all? 


The  way  it  stands  today,  they  are 
damned  if  they  do  and  damned  if 
they  don't.  Bankers  both  lend  money 
and  manage  money.  The  law  says  that 
they  are  not  supposed  to  use  infor- 
mation they  gain  as  lenders  to  bene- 
fit clients  whose  stocks  and  bonds 
they  manage.  Yet  in  a  number  of  law- 
suits the  question  has  been  raised  as 
to  whether  the  banks  are  really  doing 
right  by  their  trust  clients  if  they  fail 
to  utilize  information  that  is  avail- 
able to  them  as  bankers. 

So  what  is  a  poor  banker  to  do? 
Or  a  poor  broker— since  brokers,  too, 
dispense  both  corporate  financial 
advice  and  investment  advice? 

The  banks  and  brokers  retreat  be- 
hind their  so-called  Chinese  Wall— 
which  is  supposed  to  be  an  informa- 
tion-tight barrier  between  the  two 
parts  of  their  business. 

However,  the  courts  aren't  sure 
about  that  wall.  If  your  lending  officer 
knew  Penn  Central  was  about  to  go 
broke,  shouldn't  he  have  warned  the 
trust  officer  so  he  could  sell  his  Penn 
Central  stock  and  bonds?  What  are 
you  paying  the  bank  for,  after  all? 

Enter,  reluctantly,  the  Comptroller 
of  the  Currency,  Robert  Bloom,  in  his 
role  as  supervisor  of  national  bank 
trust  departments.  The  Comptroller 
has  asked  for  "guidance  on  how  bank 
trust  officers  can  best  serve  the  inter- 
ests of  trust  beneficiaries  without  vio- 
lating securities  laws  against  trading 
on  inside  information."  That's  putting 
the  problem  succinctly,  but  it  doesn't 
provide  the  answer.  The  answer,  when 
all  the  su'ggestions  are  in,  will  take 
the  form  of  defining  what  is  an  ade- 


quate Chinese  Wall.  But  what  about 
the  brokers?  The  Comptroller  has 
nothing  to  say  about  them. 

The  Securities  &  Exchange  Com- 
mission, however,  has,  and  the  SEC 
can  also  put  its  oar  into  bank  trust  de- 
partments because  of  the  possible 
"insider"  nature  of  the  information 
banks  get.  The  SEC  is  all  for  getting 
tough  with  the  banks.  It  doesn't  just 
want  a  Chinese  Wall:  It  wants  a  wall 
with  spikes  on  it  and  a  moat  around 
it.  Harvey  Pitt,  the  SECs  general 
counsel,  enunciated  the  SEC  view  for 
Forbes:  that  the  Chinese  Wall  is  ef- 
fective only  if  the  banks  put  out  a  re- 
stricted list  covering  stocks  of  compa- 
nies with  which  they  have  a  banking 
relationship  that  might  generate  inside 
information;  these  stocks  would  be 
absolute  no-nos  for  their  trust  depart- 
ments, either  on  the  buy  or  sell  side. 

Ridiculous!  replies  Ray  F.  Myers. 
Myers,  an  executive  vice  president  of 
Continental  Illinois  Corp.,  was  last, 
year's  president  of  the  American  Bank- 
ers Association's  trust  division.  How, 
he  asks,  can  his  own  bank  issue  such 
"a  list?  It  does  major  business  with 
475  of  the  500  largest  corporations  in 
the  U.S.  and  thus  has  all  kinds  of 
possible  "inside"  information  on  them. 
What  would  its  trust  department  buy? 
It  would  have  to  go  out  of  business. 

Myers   is   perfectly  willing  to  live 


with  a  strong,  high  wall  between  the 
tiTJst  and  commercial  banking  func- 
tions. With  strict  rules.  Forbidding 
trust  officers  to  look  at  credit  files,  for 
example.  Completely  separate  offices 
where  feasible. 

While  the  regulated  and  the  regu- 
lators argue,  the  courts  have  thrown 
a  panic  into  both  of  them.  The  courts 
have  challenged  the  viability  of  the 
Chinese  Wall  as  a  defense  against 
liability.  One  case  involved  a  bank. 
The  other  a  broker-dealer. 

In  one  case,  Slade  v.  Shearson, 
Hammill  6-  Co.,  the  investment  bank- 


Some  banks  have  gone  to  great  lengths 

in  wall-building.  Morgan  Guaranty  Trust 

has  its  own  building  in  New  York  City,  two 

blocks  away  from  the  closest  Morgan  banking  office. 


I 


Penn  Central,  knew  of  the  railroad's 
financial  plight  and  did  not  reveal 
this  to  the  union,  nor  did  it  reveal 
its  conflict  of  interest. 


This  case,  which  now  includes  air- 
ing firm,  had  erected  a  Chinese  Wall  line  pilots  and  four  other  unions,  has 
between      its      investment      banking      been  knocking  around  since  1971.  It 


and  its  brokerage  operations.  Thus  it 
happened  that  in  late  1971,  while  the 
firm's  underwriting  department  had 
adverse  material  information  about  Ti- 
dal Marine  International  Corp.,  an  ac- 
coimt  executive  sold  200  shares  of  Ti- 
dal Marine  stock  to  Mrs.  Renee  Slade 
at  $20.75  a  share.  By  August  1972 
the  plight  of  Tidal  Marine  had  be- 
come public  knowledge.  The  stock  had 
plunged  to  $2  a  share.  Mrs.  Slade 
got  herself  a  lawyer. 

In  1974  the  U.S.  District  Court  stat- 
ed   that    Shearson,    Hammill    "cannot 


is  still  sitting  in  a  U.S.  District  Court. 
In  the  securities  field,  two  of  the 
major  firms  believe  they  have  been 
able  to  effectively  isolate  their  cor- 
porate finance  departments  from  their 
research  and  selling  organizations  so 
as  to  avoid  the  conflict  of  interest. 
Merrill  Lynch,  Pierce,  Fenner  &  Smith 
Inc.  has  a  strict  rule  that  no  one  in 
investment  banking  may  talk  about 
the  securities  of  a  company  to  any- 
one in  research,  even  on  the  phone, 
without  clearing  the  conversation  with 
management  of  both  departments. 


If  an  investment  banker  at  Merrill,  Lynch 
wishes  to  ask  an  analyst  there  for  some 
information  he  must  first  receive  permission  from  the 
head  of  corporate  finance.  Shades  of  Big  Brother! 


ecognize  its  duty  to  the  former  [Ti-  Thus,  if  an  investment  banker  at 

Jal  Marine]  while  ignoring  its  obliga-  We  The  People  wishes  to  ask  an  ana- 

tion  to  the  latter  [Mrs.  Slade].  Hav-  lyst   for   some  information,   he   must 

ing   assumed    fiduciary    responsibility  first  receive  permission  of  Robert  W. 

to  [Mrs.  Slade],  Shearson  is  required  Trone,  head  of  corporate  finance,  or  a 


to  incur  whatever  commercial  disad- 
vantage fulfillment  of  these  obliga- 
tions entails." 

But  that  isn't  the  final  word.  The 
Court  of  Appeals  remanded  the  case 
to  U.S.  District  Judge  Robert  Carter. 
That  was  in  1974  and  the  matter  is 
still  pending.  It  plagues  the  banking 
and  brokerage  industry  and  is  the 
subject  of  debate  and  discussion  in 
learned  law  journals. 

The  second  Chinese  Wall  case  in- 
volves Continental  Illinois  being  sued 
over  Penn  Central  stock  held  by  a 
number  of  union  pension  funds.  Con- 
tinental was  investment  manager  or 
trustee  to  funds  holding  some  27,000 
shares  of  the  railroad  common.  The 
bank  recommended  purchase  in  1968 
—and  the  bank  still  held  some  of  the 
stock  when  the  railroad  went  broke. 

The  Bakery  Drivers  union  alleged 
in  its  brief  that  the  bank,  because  of 
extensive   lending   relationships    with 


designated  officer,  who  then  communi- 
cates with  Wallace  O.  Sellers,  head  of 
research,  or  his  designated  officer.  The 
research  manager  may  stop  the  re- 
quested communication  if  he  believes 
some  materiality  may  be  involved. 
Otherwise,  both  department  heads  re- 
mind their  staffs  of  the  need  for  strict 
prohibition  against  divulging  inside  in- 
formation. Shades  of  Big  Brother! 

At  Morgan  Stanley,  which  probably 
has  more  major  underwriting  clients 
than  any  other  firm,  there  is  a  set 
procedure  to  close  the  flow  of  any  in- 
formation from  the  corporate  finance 
department  to  the  research  depart- 
ment. Morgan  Stanley  reinforces  the 
wall  with  a  restricted  list,  especially 
in  the  case  of  underwritten  public 
offerings  or  participations. 

The  problems  for  a  Merrill  Lynch 
or  a  Morgan  Stanley  are  much  less 
consequential  than  for  most  commer- 
cial banks.  Under  no  circumstances  is 


it  anticipated  that  broker-dealers 
'^would  have  to  place  nearly  as  many 
issues  on  a  restricted  list  as  almost 
any  bank.  And  the  amount  of  infor- 
mation received  that  might  be  deemed 
to  be  of  material  investment  impact 
is  much  smaller  than  for  banks. 

Banks,  therefore,  have  much  great- 
er difficulty  than  stock  firms  in  living 
with  a  restricted  list  because  of  the 
more  widespread  dealing  with  the 
corporate  world  in  the  process  of  mak- 
ing loans  than  with  underwriting  of 
securities  issues.  Loans  are  made  every 
day;  security  flotations  rarely. 

Banks  are  particularly  upset  be- 
cause they  fear  the  pressure  to  divest 
trust  departments— which  they  do  not 
wish  to  do.  And  that  is  behind  the 
pressure  to  get  an  official  ruling  from 
the  Comptroller  on  what  constitutes 
a  sohd  Chinese  Wall. 

Already  some  banks  have  gone  to 
great  lengths  in  wall-building.  At 
Morgan  Guaranty  Trust  Co.,  which 
manages  trust  accounts  valued  at 
about  $24  billion,  separation  of  the 
trust  department  is  physical  as  well  as 
mental.  Trust  has  its  own  building  in 
New  York  City,  two  blocks  away  from 
the  closest  Morgan  banking  office. 

In  a  set  of  rules  governing  confi- 
dential information,  as  well  as  rules 
covering  personal  investing  behavior 
of  trust  department  staff,  Morgan 
emphasizes  the  prohibition  against  use 
of  inside  information.  The  bank  de- 
fines, for  use  of  its  staff,  material  in- 
formation to  be  "of  a  sort  which  would 
have  a  fairly  definite  and  fairly  im- 
mediate impact  on  the  market  price 
of  the  security  or  securities  involved." 

Question:  Is  conflict  of  interest  in- 
volved if  a  lending  officer  tips  off  a 
trust  officer  about  getting  an  account 
that  happens  to  be  a  borrower  from 
the  bank?  Ray  Myers  (of  Continental 
Illinois  and  of  the  ABA)  thinks  there 
is  not.  Why  carry  separation  to  such 
extremes? 

But  the  whole  situation  has  its  droll 
side.  Gossip  has  it  that  the  lending 
officers  at  one  big  New  York  bank  go 
out  of  their  way  to  avoid  introducing 
their  customers  to  their  own  bank's 
trust  officers.  They  know  what  a  ter- 
rible investing  record  their  trust  de- 
partment has.  They  are  not  worried 
about  a  conflict  of  interest.  They  are 
worried  about  giving  their  customers 
a  bum  steer.  ■ 
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Coming: 

A 
Fourth 

TV 
Network? 

In  fact,  it  may 
already  be  here. 

Arch  Knowlton  hasn't  forgotten 
1958.  He  sees  it  repeating  in  1976. 

Knowlton  is  director  of  media  ser- 
vices for  General  Foods  Corp.,  whose 
$100-million  budget  makes  it  one  of 
the  U.S.'  biggest  TV  advertisers.  In 
1958,  the  demand  for  daytime  TV 
was  so  great  that  even  heavy  buyers 
had  trouble  getting  air  time  for  their 
wares  on  NBC  and  CBS.  "So  we  put 
ABC  daytime  in  business,"  Knowlton 
recalls,  speaking  for  the  big  national 
advertisers.  "Look  at  it  now." 

Look  at  ABC  indeed.  The  third  net- 
work is  riding  high  (Forbes,  Aug. 
15)  and  so  are  CBS  and  NBC.  All 
three  are  sold  out  well  into  1977. 
Prime  network  time  now  costs  an  ad- 
vertiser as  much  as  $2,000  a  second. 
A  second!  And  that's  when  time  is 
available. 

Knowlton  thinks  the  time  has  come 
for  advertisers  to  create  another 
ABC.  HoWfever,  this  time  it  may  be 
not  a  network  at  all  but  a  loosely 
organized  though  collectively  power- 
ful broadcast  medium  built  around 
the  55  full-service  U.S.  independent 
TV  stations  that  are  not  aflSliates  of 
any  network.  A  nonnetwork  network. 

Until  now,  the  "indies"  were  poor 
cousins  in  a  'rich  industry.  Although 
they  serve  all  25  of  the  top  TV  mar- 
kets (and  15  lesser  markets),  their 
combined  revenues  last  year  were  on- 
ly $347.9  million,  a  sparse  7.4% 
of  the  broadcast  industry's  total. 
This  year  they  should  be  well  above 
$400  million— a  nice  gain.  Even  bet- 


Lasser  And  Lear  On  Mary  Hartman  Set.  "A  man  could  work  on  a  series  for 
seven  years  before  it  went  into  syndication  and  die  in  the  third  month  of 
the  eighth  year,"  says  Norman  Lear.  But  with  his  soap-opera  sendup  now 
syndicated  on  150  stations,  he  may  change  the  whole  ball  game. 


ter  revenue  gains  may  lie  ahead. 
In  a  sense,  Mary  Hartman,  Mary 
Hartman  put  the  independents  on  the 
map.  Although  it  was  a  syndicated 
program,  it  attained  coverage  ap- 
"proaching  closer  than  ever  the  net- 
works' ability  to  deliver  virtually 
every  market  in  the  country.  But 
there's  more  to  the  upsurge  than 
one  program.  In  July,  when  ABC  was 
dominating  the  network  ratings  with 
its  Olympics  coverage,  independents 
in  Washington,  Minneapolis,  Chica- 
go and  Dallas  climbed  into  third 
place  in  their  cities,  displacing  net- 
work aflBliates.  More  normally,  inde- 
pendents may  capture  such  a  rank- 
ing for  brief  periods  of  time  but  usual- 
ly not  for  weeks  or  an  entire  month. 

Booming  Revenues 

New  York-based  Metromedia,  Inc. 
owns  six  TV  stations,  all  but  one  of 
them  unafiBliated.  Says  its  chief  ex- 
ecutive, John  W.  Huge:  "Revenues 
from  our  five  independent  stations  are 
running  at  an  average  50%  higher 
than  last  year,  some  of  them  up  to 
80%  higher."  Reflecting  this,  Metro- 
media's earnings  more  than  doubled 
in  the  first  half  of  1976;  its  stock 
zoomed  from  5  in  1975  to  as  high  as 
30  this  year.  Television  is  highly  lev- 


eraged. Says  Kluge:  "It's  geometric. 
If  you  double  your  audience,  you  can 
get  three  to  3/2  times  the  revenue." 

MCA  Inc.,  the  biggest  supplier  of 
TV  programming,  has  been  quick  to 
recognize  the  growing  importance  of 
the  independent  stations.  Although  it 
still  gives  networks  first  crack  at  its 
best  shows,  MCA  now  writes  into  its 
contracts  a  specified  date  after  which 
it  can  offer  the  shows  to  independent 
stations  as  reruns— even  if  they  are  still 
running  on  the  networks.  For  exam- 
ple, reruns  of  the  network  show  Mar- 
cus Welby,  M.D.  were  running  on  in- 
dependents last  year  while  continuing 
on  a  first-run  basis  on  the  networks; 
the  same  thing  will  happen  to  Emer- 
gency this  year.  MCA  and  a  group  of 
stations  are  planning  a  big-time, 
prime-time  project  for  nonnetworks— 
a  12-part  serialized  novel  they  hope 
to  be  able  to  ofi^er  for  next  May. 

And  for  the  first  time,  independents 
are  a  market  with  big  money.  Ex- 
plains Metromedia's  Kluge:  "We're 
spending  maybe  30%  more  on  pro- 
gramming in  our  independent  stations 
because  we've  got  more  to  spend." 
While  Metromedia's  WNEW-TV  in 
New  York  is  bruising  the  network  af- 
filiates' local  news  programs  at  11 
p.m.  with  Mary  Hartman,  the  inde- 
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pendent  has  moved  its  own  local 
news  to  10  p.m.  and  has  increased 
news  programming  outlays,  Kluge 
says,  by  50%  over  the  last  several 
years.  Independents  are  also  spend- 
ing more  on  children's  programming 
and  on  "counterprogramming"— run- 
ning a  syndicated  Elton  John  concert 
against  the  networks'  political  con- 
ventions—the technique  that  enabled 
them  to  survive  in  their  leanest  years. 
Independents  now  have  their  own 
satellite-carried  news  service,  made 
up  of  a  dozen  stations  with  strong 
local  news  departments.  They  trade 
videotapes  and  intersperse  them  with 
a  Washington  and  foreign  report 
bought  from  United  Press  Intema- 
tional-TN.  And  they  have  their  own 
industry  group.  Independent  Televi- 
sion Stations,  Inc.,  to  give  them  a 
common  voice  with  advertisers. 

Irked  Affiliates 

The  independents'  eflForts  to  mount 
strong  programming  against  the  net- 
works are  abetted  by  network  affiliates 
dissatisfied  with  the  cut  of  the  nation- 
al revenues  the  networks  give  back. 
Some  affiliates  themselves  are  willing 
to  preempt  network  programming  to 
put  on  a  show  for  which  they  will 
get  a  bigger  piece  of  the  advertising 
money.  Says  Donald  W.  McGannon, 
president  of  the  Westinghouse  Broad- 
casting Co.,  whose  five  network  af- 
fiUate  stations  occasionally  preempt 
network  shows:  "It  can  be  significant- 
ly more  profitable  on  a  per-program 
basis."  This  practice,  of  course,  means 
competition  for  the  independents  in 
acquiring  nonnetwork  shows,  but  it 
helps  broaden  the  range  and  quality 
of  programming  available  outside  of 
network  channels. 

All  this  does  not  add  up  to  a  fourth 
network  in  the  sense  that  ABC  be- 
came a  strong  third.  Nor  is  a  fourth 
network  in  that  sense  likely.  "We've 
been  mentioned  most  often  as  the 
ones  likely  to  start  a  fourth  network," 
says  Westinghouse's  McGannon.  "But 
that's  not  so.  The  capital  and  operat- 
ing costs  would  be  monumental."  The 
simple  truth  is  that  the  networks 
themselves  are  not  overwhelmingly 
profitable;  what  makes  them  so  val- 
uable is  the  strength  they  give  to  the 
five  stations  each  of  them  owns  and 
operates.  In  fact,  despite  the  roaring 
TV  economy,  network-alone  profits 
decreased  last  year. 

The  prognosis,  therefore,  is  for  a 
continuation  of  the  present  three-net- 
work system  with  an  increasing  spill- 
over of  advertising  and  programming 
dollars  to  nonnetwork  stations.  Straw 
in  the  wind:  Metromedia  bought  in- 
dependent WXIX  in  Cincirmati  for  $3 
million  four  years  ago;  today  it  is 
worth  at  least  $9  million.   ■ 
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Cable  TV:  The  Picture 
Is  Getting  Brighter 

With  even  Manhattan  Cable  now 
breaking  even,  the  worst  seems  to  be  over. 


Whatever  happened  to  cable  TV? 
Wasn't  it  going  to  challenge  the  net- 
works? Listen  to  analyst  Dennis  Lei- 
bowitz  of  E.F.  Hutton:  "There's  noth- 
ing dramatic  that's  going  to  open  up 
the  whole  world  as  people  thought  in 
1972.  But  it's  coming,  step  by  step." 

Cable  TV  now  serves  7,700  com- 
munities in  the  U.S.  and  10.8  million 
homes— one  out  of  seven  with  a  TV 
set.  More  important,  there  are  anoth- 
er 9.2  million  homes  already  "passed" 
by  cable  systems,  as  they  leapfrogged 
outward,  that  can  be  hooked  on 
without  any  major  expansion.  The  ca- 
ble industry,  in  other  words,  is 
through  with  the  expensive  part  and 
emerging  into  the  profitable  part. 

Warner  Cable  Corp.  (550,000  sub- 
scribers coast  to  coast)  has  had  sharp- 
ly increasing  profits  for  the  last  six 
quarters.  American  Television  &  Com- 
munications, with  535,000  subscrib- 
ers, reported  revenues  of  $41.7  mil- 
lion for  its  June  30  fiscal  year,  up  24% 
from  last  year,  and  earnings  of  $4 
million,  up  64%.  Among  other  big 
cable  companies,  Viacom  Internation- 
al is  doing  quite  well  and  Time-Life's 
Manhattan  Cable  is  breaking  even. 

Manhattan  Cable  serves  New  York 
City,  and  if  it  can  make  money,  any 
cable  company  can.  Big-city  dwell- 
ers already  get  a  large  number  of 
channels  free;  they  are  rarely  inter- 
ested in  cable  just  to  get  better  re- 
ception or  to  bring  in  additional  sig- 
nals. Cable  TV  can  make  it  in  the  big 
cities  only  as  an  entertainment  me- 
dium on  its  own.  Of  the  homes  wired 
for  cable  only  766,100,  a  bit  over  7%, 
receive  pay-TV,  but  the  number  is 
growing  fast;  it  has  more  than  dou- 
bled in  the  past  year  alone.  Time- 
Life's  Home  Box  Office  created  the 
first  true  pay-TV  national  network  a 
year  ago  by  putting  its  signals  on  the 
RCA  satellite. 

Optical  Systems  of  Burlingame, 
Calif.,  the  second-largest  pay-cable 
supplier,  will  initiate  the  second  na- 
tionwide satellite  network  in  Novem- 
ber over  a  Western  Union  satellite. 
Warner  Cable  has  its  own  pay-cable 
system,  "Star  Channel,"  drawing  on 
its  parent  company  for  programming. 

At  this  point,  however,  cable  is  far 
short  of  the  "wired-nation"  concept  of 
serving  specialized  needs.  It  is  simply 
mass  entertainment,  competing  with 
the  networks  and  the  movie  theaters. 


Says  Warner  Cable  Chairman  Gus 
tave  M.  Hauser:  "This  is  a  step  i 
the  right  direction,  but  the  ultima t 
will  be  on  a  per-program  rather  tha 
a  per-channel  basis  in  the  urban  mai 
kets.  If  I  have  12  subscribers  wh 
want  to  see  the  opera  and  they'll  pa 
for  putting  it  on,  I'll  put  it  on." 

Cable  still  faces  a  welter  of  go\ 
ernment  restrictions,  but  for  seven 
years,  tides  have  been  running  bot 
in  the  Justice  Department  and  Cor 
gress  to  ease  them.  The  movemer 
slowed  this  year;  a  study  of  cable  de 
regulation  by  the  House  Commun: 
cations  subcommittee  probably  will  b 
swallowed  up  in  a  wholesale  overhai 
of  the  entire  Communications  Ac 
The  White  House,  which  had  bee 
expected  to  recommend  cable  deregt 
lations,  has  put  it  on  the  back  burnei 
This  is,  after  all,  an  election  year. 

And  the  cable  industry  still  has  t 
digest  more  of  its  swollen  capital  cost! 
The  industry  has  about  $1  billion  ir 
vested  in  capital  plant  and  equif 
ment;  nearly  every  penny  of  it  i 
borrowed. 

So,  the  "wired  nation"  may  not  b 
just  around  the  comer.  But  it's  a  lo 
closer.  ■ 


Manhattan   Cable   Installers.   If  M 

hattan  can  make  money,  anyone  i. 
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The  New  Look  Is  ^^Peasant*'- 
But  Will  The  Peasants  Buy  It? 


Paris,  Last  July:  Yves  St.  Laurent's 
rich  peasant  look  brought  tears  to 
the  eyes  of  the  chic  at  his  show. 


Even  Sears^  Roebuck  is  trying  to  make  the  "fantasy"  look 
come  true.  But  behind  the  fantasy  is  a  bitter  likelihood: 
another  round  of  shakeouts  in  the  rag  trade. 


No  SOONER  had  Yves  St.  Laurent's 
rich  peasant  look  hit  the  runways  in 
Paris  than  The  Neiv  York  Times 
rushed  into  print  with  an  unequivocal 
assessment:  The  wide  taffeta  skirts 
with  their  billowing  petticoats  and 
corseted  waists  were  a  revolution  in 
fashion.  If  the  Times  was  to  be  be- 
lieved, sooner  or  later  every  housewife 
in  America  would  be  sauntering 
through  the  suburbs  in  $45  scaled- 
down,  "knocked-off"  versions  of  St. 
Laurent's  $4,500  vision  of  a  gypsy. 

If  ever  an  industry  was  hard  up 
for  good  news  of  this  sort,  it  was 
the  women's  gannent  trade.  After  two 
disastrous  years  in  a  row  in  1974  and 
1975,  women's  wear  manufacturers 
breathed  a  sigh  of  rehef  early  this 
year  when  sales  picked  up  sharply 
with  the  recovery.  It  was  a  false  start. 
"Our  first  quarter  was  spectacular, 
but  after  the  third  week  in  April  re- 
tail business  nose-dived,"  says  Puritan 
Fashions'  Harvey  Berkman.  The  rag 
trade  and  retail  sales  in  general  have 
been  in  the  doldrtmis  ever  since. 

So,  are  all  the  promotion-minded, 
lower-priced  garmentmakers  on  New 
York's  Seventh  Avenue  doing  back 
flips  at  the  pronunciamento  of  the 
Times?  Well,  not  exactly.  The  ab- 
solutely top  designers  are  happy 
enough,  of  course.   Women  who  can 


afford  $395  outfits  can  afford  to  make 
social  statements,  and  the  peasant 
look  is  certainly  a  statement.  A  gag- 
gle of  overemployed  philosophers, 
sociologists  and  gadflys  are  at  this 
^very  moment  trying  hard  to  interpret 
it.  A  guess:  Women  are  turning  away 
from  liberation  and  all  that  it  implies; 
they  want  to  express  their  more  tra- 
ditional   feelings    with    frilly    clothes. 

But  what  manufacturers  and  re- 
tailers know  is  that  while  fashion  de- 
signs for  the  classes,  it  eats  with  the 
masses.  The  question  is  whether  wom- 
en in  South  Bend  and  Chillicothe  in- 
tend to  give  up  their  pantsuits  and 
get  into  taffeta  and  silk.  The  general 
judgment  so  far,  probably  not. 

It's  not  that  manufacturers  are  not 
willing  to  hope.  Ohrbach's  vice  presi- 
dent and  fashion  director,  Irene  Satz, 
attended  the  St.  Laurent  showing  in 
Paris,  bought  the  originals  and  had 
them  copied  for  sale  for  its  New  York 
and  California  stores.  Likewise,  Don- 
na Karan  and  Louis  dell'Olio,  design- 
ers for  high-priced,  high-fashion  Anne 
Klein,  unveiled  a  South  American 
peasant  look  last  month— full-tiered 
cotton  skirts  with  full-sleeved  blouses. 

Even  giant  mass-marketer  Sears  is 
taking  a  flier  at  the  peasant  look— 
albeit  a  very  cautious  one.  "We've  put 
the  fantasy  look  in  certain  test  loca- 


tions and  have  been  monitoring  them 
carefully,"  says  C.W.  Harper,  vice 
president  and  general  manager  of 
Sears'  New  York  fashion  headquar- 
ters. But,  he  adds  significantly,  the 
company  had  to  go  outside  its  regular 
channels  to  get  the  clothes;  none  of 
the  usual  suppliers  were  ready  to 
swing  into  production.  They're  not 
convinced  that  the  average  woman 
can  afford  to  follow  fads,  and  it's  the 
average  woman  that  the  big  manufac- 
turers worry  about. 

The  manufacturers  also  haven't  for- 
gotten what  happened  the  last  time 
they  followed  a  fad.  Still  painfully 
fresh  in  their  minds  is  the  memory  of 
the  fiasco  that  ensued  when  John 
Fairchild,  publisher  of  Women's  Wear 
Daily,  decreed  in  1970  that  the  mini- 
skirt was  out  and  the  midi  in.  Doubts 
that  the  peasant  look  is  something  to 
bank  on  are  uppermost  in  the  minds 
of  manufacturers  aiming  at  the  mod- 
erate-price market. 

Understand  that  fashion  does 
change.  Five  years  ago  dresses  died. 
Then  sportswear  took  over,  and  for  a 
while  it  looked  like  the  sporty  look 
could  go  on  forever.  Last  spring 
changed  all  that.  Sportswear  manufac- 
turers are  now  eager  for  a  new  fabric 
or  new  look  to  get  sales  moving  again. 
They  just  don't  think  the  peasant  look 
is  it.  Says  Richard  Schwartz  of  Jona- 
than Logan:  "It's  just  not  an  impor- 
tant look."  Ira  Marcus  of  Bodin  Ap- 
parel flatly  agrees:  "It's  more  fad  than 
fashion   to  us.   We'd   encourage   it  if 
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we  thought  it  was  a  real  trend,  but 
from  the  information  we  get  we  think 
it  just  won't  last."  They  are  sufiFering 
because  today's  women  are  buying 
chiefly  on  a  wear-out-and-replace 
cycle  instead  of  the  old  follow-the- 
fashion-leader  basis.  But  they  don't 
see  the  peasant  look  as  the  thing  to 
shame  women  out  of  their  existing 
wardrobes. 

Addicted  To  Pants 

One  problem  seems  to  be  that  large 
numbers  of  women  are  still  addicted 
to  those  easy-to-wear,  easy-to-care- 
for  polyester  pantsuits.  Says  Marjorie 
Deane,  chairman  of  Tobe  Associates, 
"They  think  that  if  they  do  go  back 
[to  skirts]  it  means  going  back  to 
wearing  a  girdle.  Somehow  they've 
got  pantyhose  connected  in  their 
minds  with  pants.  It's  a  hard  job  to 
pry  them  out  of  those  pants." 

And  a  hard  job  to  come  up  with 
something  new.  The  rag  trade  has 
been  living  off  the  technological  in- 
novation of  the  fiber  companies. 
There  was  wave  after  wave  of  novel 
fabrics:  wash-and-wear  and  then  per- 
manent press    and   then    doubleknits 


New  York,  Bonwit  Teller:  Will  wom- 
en give  up  the  practicality  and  com- 
fort of  pants  for  the  sexy,  more  fem- 
inine peasant  style? 


that  instead  of  cleaning  could  be 
washed  and  dried  at  home. 

Certainly  there  are  opportunities 
still:  Diane  von  Furstenberg  has  man- 
'aged  to  sell  three-quarters  of  a  mil- 
lion wraparound  print  dresses  in  the 
last  three  years  because  they're  ele- 
gant, simple— and  reasonable.  But,  as 
Richard  Conrad,  von  Furstenberg's 
partner,  says,  "There  will  undoubted- 
ly be  another  fallout  in  the  industry, 
in  sportswear  this  time." 

But  then,  nobody  should  really  be 
surprised  at  what  is  happening.  In  our 
selectively  affluent  society,  a  woman 
may  very  well  need  a  new  refrigera- 
tor more  than  she  needs  a  new  ward- 
robe. If  the  decision  is  even  close, 
she's  not  going  to  put  a  big  chunk  of 
discretionary  income  into  new  clothes 
unless  the  industry  can  give  her  some- 
thing she  must  have,  that  she  simply 
can't  resist.  Obviously,  the  peasant 
look  isn't  it.  ■ 


Watch  Out,  Aquarius 

Clean  water  seems  to  be  one  thing;  cleaning  up 
from  water  seems  to  be  something  else. 


Nev*^  Haven  Water  Co.  and  The 
Hydraulic  Co.,  like  other  publicly 
traded  water  utilities  around  the 
country,  have  been  good  citizens,  pro- 
viding an  essential  service,  earning  a 
modest  profit,  minding  their  own 
business  and  going  largely  unnoticed 
except  by  customers  and  a  few  in- 
come-and-safety  investors. 

Unfortunately,  these  two  Connecti- 
cut companies  (Hydraulic  serves 
Bridgeport)  have  attracted  quite  a 
bit  of  unwelcome  attention  recently 
—not  from  investors,  to  be  sure,  but 
from  bureaucrats  with  their  own 
ideas  about  the  water  business. 
Worse  luck,  the  bureaucrats  come  in 
both  state  and  federal  varieties.  These 
two  waterbearers,  like  a  couple  of 
sparrows  caught  in  a  badminton 
game,  are  getting  it  from  both  sides. 

The  two  companies  don't  have  ex- 
tensive filtration  plants,  as  do  most 
large  U.S.  water  systems,  partly  be- 
cause they  protect  the  purity  of  their 
water  by  holding  thousands  of  unde- 
veloped acres  which  filter  it  natural- 
ly. Now,  that's  become  a  problem. 
Strict  water  standards  promoted  by 
the  Environmental  Protection  Agen- 
cy may  force  them  to  build  filtration 


facilities  after  all.  The  plants  will  be 
very  expensive— in  New  Haven  Wa- 
ter's case,  $35  million  to  $50  million. 
Will  the  water  then  be  cleaner? 
Well,  not  necessarily  cleaner. 

The  EPA's  concern  is  turbidity- 
microscopic  particles  in  the  water, 
themselves  harmless,  that  could  in 
theory  shield  bacteria  and  viruses 
during  chlorination.  The  EPA  wants 
very  low  turbidity,  and  gives  the 
states  the  job  of  enforcement. 

Forget  The  Past 

Connecticut,  going  beyond  even 
EPA  requirements,  is  pressuring  the 
companies  to  build  filtration  plants. 
Never  mind  that  the  citizens  of  Con- 
necticut have  been  drinking  these 
companies'  water  in  reasonably  good 
health  since  1860;  or  that  the  EPA's 
records  going  back  to  1920  give  both 
New  Haven  Water  and  Hydraulic  an 
absolutely  clean  bill  of  health. 

If  the  companies  comply  and  build, 
New  Haven  Water  will  have  16,000 
salable  acres,  worth  by  some  estimates 
about  $48  million. 

Hydraulic,  though  it  says  it  won't 
sell,  could  do  even  better.  It  has 
14,500    watershed    acres,    mostly    in 


Fairfield  County,  the  location  of  such 
New  York  suburbs  as  Easton,  Fair- 
field and  Westport.  Outsiders  esti- 
mate the  land  is  worth  $4,500  an  acre. 
Sale  of  the  land  could  recoup  the 
cost  of  the  plants— and  then  some. 
Both  companies  have  annual  revenues 
of  $17  million  to  $20  million;  so  for 
them  the  land  obviously  represents 
very  big  potential  money. 

Of  course,  they  would  still  have 
to  pay  the  operating  costs  of  doing 
artificially  what  nature  does  suffi- 
ciently well  for  free,  but  never  mind. 

Things  get  worse  on  the  state's  side 
of  the  badminton  net.  The  state  wants 
to  deny  the  companies  the  benefits 
of  selling  that  land,  presurnably  in 
the  name  of  consumerism. 

Bureaucrats  in  Connecticut  have 
slapped  a  two-year  moratorium  on 
land  sales  by  the  two  companies  un- 
til they  decide  what  the  companies 
should  do  with  their  real  estate. 
Then  the  regulatory  authorities  de- 
cided to  count  land-sale  profits  as 
operating  income.  The  profits  could 
thus  be  used  to  hold  down  the  com- 
panies' water  rates,  and  hence  cus- 
tomers' water  bills.  The  companies 
would  then  have  to  go  to  the  capital 
markets  for  building  money. 

The  two  utilities  are  fighting  the 
decision  in  federal  court  in  New 
Haven,  where  they  hope  to  have  a 
ruling  by  year-end.  They  are  bristling 
with  plans  to  take  the  case  to  the 
Supreme  Court,  if  necessary.  ■ 
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Our  company  consists  of  four  related  business  activities: 


Primary  manufacturing— paper 
products. 

15  pulp  and  paper  mills  turn  trees, 
wood  chips,  sawdust  and  recyclable 
waste  paper  into  first  generation 
paper  products. 

Primary  manufacturing— wood 
products. 

23  lumber  mills,  22  plywood 
plants,  and  4  reconstituted  wood 
plants  turn  trees  into  first  generation 
wood  products. 

Converting/distributing —paper 
products. 

46  converting  plants  turn  first 
generation  paper  products  into  com- 
posite cans,  corrugated  containers 
and  envelopes.  46  distribution 
facilities  offer  a  multitude  of  paper 
and  other  office  products  to  either 
wholesale  and/or  retail  customers. 

Converting/distributing — wood 
products. 

63  plants  convert  and  distribute 
first  generation  wood  products  into 
manufactured  houses,  kitchen  cab- 
inets, paneling,  doors  and  a^variety  of 
prefabricated  building  components. 

There  are  two  reasons  for  this 
four-point  corporate  stance: 

1.  It  positions  us  to  perform  with 
greater  consistency. 

2.  It  positions  us  to  grow. 
It's  our  involvement  in  four 

separate  but  related  forest  product 
areas  that  gives  us  the  resilience  to 
cope  effectively  with  the  bane  of  our 
industry:  cyclical  ity. 


It's  our  ability  to  convert  our  first 
generation  wood  and  paper  products 
into  second  generation  products 
that  enables  us  to  add  value  and 
thence  profits. 

For  example:  one  of  our  lumber 
mills  sells  2  x  4's  to  one  of  our  builder 
service  centers,  which  uses  them  to 
fabricate  roof  trusses  to  distribute 
to  builders. 

The  process  is  identical  on  the 
paper  side:  one  of  our  corrugated 
container  plants  buys  paper  from  one 
of  our  pulp  and  paper  mills,  then  uses 
it  to  make  boxes  for  packagers 

Also  worth  noting:  the  combina- 
tion of  primary  manufacturing  and 
converting/distributing  operations 
gives  the  latter  a  ready  source  of 
supply. 

Speaking  of  supply,  including 
joint  ventures,  we  own  in  excess  of 
2,000,000  acres  of  timberland  and 
have  long-term  harvesting  rights  on 
5,000,000  more.  If  we  manage  them 
thoughtfully,  they'll  supply  us 
eternally. 

We  shall.  We  see  our  future  in 
forest-related  products.  We've  been 
manufacturing,  converting  and 
distributing  them  profitably  since 
Boise  Cascade  was  first  formed  back 
in  1957.  And  we  intend  to  continue. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report, 
c/o  Boise  Cascade  Corporation,  Com- 
munications Dept.,  One  Jefferson 
Square,  Boise,  Idaho  83728.  For 
a  more  dispassionate  view,  call 
your  broker. 


Boise  Cascade 
Corporation 


©BOISE  CASCADE  CORPORATION  1976 


Time  To 

Fasten  Seat  Belts? 


U.S.  airlines  have  had  a  history  of  spending 
their  way  into  trouble.  Are  they 
getting  ready  to  do  so  again— and  with 
the  current  upturn  only  a  few  months  old? 


You  KNOW  the  drill.  You're  aloft  at 
28,000  feet  when  over  the  intercom 
.he  captain  rasps,  "We  expect  some 
turbulence  ahead,  so  I've  turned  on 
the  seat  belt  sign."  But  as  you  gulp 
your  martini  and  buckle  up,  a  silver 
lining  begins  to  girdle  the  clouds.  An- 
other minute  and  there's  blue  sky. 

As  recently  as  May,  Trans  World 
Airlines  Chairman  Charles  Tillinghast 
Jr.  not  only  had  the  seat  belt  sign  on, 
he  was  reaching  for  the  oxygen  mask. 
"The  ghost  of  financial  impotence"  is 
stalking  the  airlines,  he  warned.  TWA 
for  the  first  five  months  was  running 
$50  million  in  the  red. 

Yet  even  as  he  spoke,  the  outlook 
brightened.  Passenger  travel  is  on  the 
rebound.  Profits  are  soaring.  Instead 
of  the  predicted  5%  or  so  growth  for 
this  year,  ticket  sales  through  August 
were  10%  ahead.  The  industry's  load 
factor  (the  percentage  of  paid  seats 
per  flight)  is  at  its  highest  level  since 
1967,  up  to  56.6%,  vs.  1975's  53.7%. 
The  ten  major  domestic  trunk  carriers 
are  expected  to  earn  around  $277 
million  this  year,  a  far  cry  from  1975's 
$100.6-million  loss.  In  1977  it  could 
be  $490  million,  easily  a  new  record. 

In  recent  weeks  Wall  Street  has 
been  scrambling  to  adjust  its  1976 
airline  earnings  forecasts.  For  instance, 
earlier  this  year  Merrill  Lynch  marked 
down  its  1976  forecast  for  Delta  Air 
Lines  from  $3.70  to  $3.20,  then  in  a 
red-faced  turnabout  pushed  it  right 
back  up  again.  In  September  Oppen- 
heimer  &  Co.  hoisted  its  1976  fore- 
cast for  American  Airlines  from  $1.15 
to  $1.60.  With  TWA  expected  to  end 
the  year  in  the  black,  even  Tilling- 
hast now  concedes,  "We  are  doing 
considerably  better  than  five  months 
ago.  Vastly  better  than  a  year  ago." 

Most  businessmen  have  long  mem- 
ories. Once  burned,  they  are  a  long 
time  shy.  But  there's  something  about 
the  airlines  business  that  makes  for 
wild  swings  of  optimism  and  pessi- 
mism. Airline  executives  are  the  man- 
ic-depressives of  the  business  world. 
If  business  is  bad  for  a  season,  they 
expect  bankruptcy,  but  give  them  a 
couple  of  good  months  and  they're 
out  shopping  for  new  planes.  It's  no 
different  this  time. 

New  planes?  Wasn't  it  their  ex- 
travagant   spending    on    jumbo    jets 
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that  almost  bankrupted  the  airlines 
in  the  early  1970s?  Well,  yes,  but  this 
time  it's  different.  Or  so  they  say. 
The  airlines  claim  they  aren't  talking 
about  buying  fancy  planes  like  the 
supersonic  Concorde.  What  they  are 
interested  in  are  workhorse  planes  to 
replace  the  aging  707s  and  DC-8s, 
some  of  which  are  now  almost  20 
years  old,  plus  the  early  727s,  which 
together  make  up  almost  one-third 
of  the  fleet. 

The  cost?  Certainly  $60  billion  in 
the  1980s,  say  officials  at  United  Air 
Lines  and  the  Air  Transport  Associa- 
tion, up  from  an  estimated  $16  bil- 
lion in  the  Seventies.  Actually,  says 
the  ATA's  chief  economist.  Dr. 
George  James,  "We  believe  we  are 
conservative  in  our  estimate." 

But  are  the  airlines  a  business?  Or 
are  they  a  form  of  public  works  to 
provide  jobs  in  Seattle  and  Santa 
Monica?  In  short,  do  they  really  need 
all  these  new  planes?  From  a  strictly 
financial  point  of  view,  they  are  bet- 
ter off  without  them.  Right  now,  a 
number  of  airlines  have  become  regu- 
lar cash  machines,  with  profits  and 
depreciation  reserves  building  liquid- 
ity at  a  tremendous  rate.  Take  Ameri- 
can Airlines.  Even  if  it  doesn't  make 
a  dime  in  profits,  it  piles  up  $110 
million  a  year— almost  $4  a  share— in 
depreciation.  Provided  the  money  isn't 
squandered  on  new-equipment  pur- 
chases, it  can  go  a  long  way  toward 
reducing  top-heavy  debt  loads.  Amer- 
ican went  into  1976  with  $180  mil- 
lion in  cash.  United  had  much  more 


—$417  million.  Both  have  been  re- 
ducing long-  and  short-term  debt. 
They  have  also  been  buying  new 
planes,  but  on  a  relatively  modest 
scale.  In  fact,  to  sell  new  727s  to 
United  Air  Lines,  Boeing  accepted 
older  Douglas  DC-8s  in  part  payment. 

But  if  they  start  buying  new  planes 
again  on  a  big  scale,  the  situation  will 
go  into  reverse.  Capital  spending  will 
get  way  ahead  of  depreciation  flows 
and  profits  combined,  debt  will  start 
to  motmt  again.  The  adversity  of  the 
past  few  years  has  taught  the  airlines 
some  valuable  lessons  in  making  do 
with  less.  Things  like  squeezing  in  ex- 
tra seats  in  the  wide-bodied  jets- 
using  the  space  for  economics  rather 
than  for  passenger  comfort.  Replacing 
first-class  seats  to  create  more  econ- 
omy-class seats.  By  such  equipment 
stretching  alone,  American  Airlines 
figures  it  is  adding  the  equivalent 
of  a  dozen  727s  to  its  fleet-$120  mil- 
lion worth.  Airplanes  don't  wear  out 
like  cars;  they  can,  through  good 
maintenance,  be  endlessly  renewed. 

The  airlines  retort  that  by  the  early 
1980s  they  will  need  a  new  plane. 
They  want  one  that  will  be  more  ef- 
ficient than  a  707,  but  also  bigger 
and  longer  range  than  the  135-seat 
727,  which  cannot  handle  transcon- 
tinental traffic.  And  privately  each 
airline  executive  dreams  of  stealing  a 
march  on  the  competition  and  dreads 
the  day  when  another  airline  on  the 
same  route  will  have  a  shiny  new 
plane  that  he  does  not. 

Boeing  hopes  that  shiny  new  plane 
will  be  its  7X7,  while  Douglas  is 
pushing  its  DCX-200,  both  still  on  the 
drawing  boards.  But  so  far  there  has 
been  scant  enthusiasm  for  cither 
among  the  airlines. 

One  can  see  why  when  Boeing,  af- 
ter at  least  three  years'  work  on  its 
7X7,  can  claim  only  that  the  new 
plane  will  cost  10%  or  so  less  to  op- 
erate than  a  707. 
It's  doubtful  wheth- 
er   that    will    come 


After  You,  Gaston.  No  air- 
line boss  wants  to  be  first  in 
line  to  place  an  order  for 
Boeing's  new  7X7  jet.  Particularly 
with  so  many  empty  seats  on  existing 
wide-bodied  jets,  and  when  even 
Boeing  concedes  the  7X7's  operating 
costs  won't  be  dramatically  below 
those  of  the  707s  it's  meant  to  replace 
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INTRODUCING 
A"BRANErNEW 

SCDVILL 

AND  THESE  ARE  OUR  BRANDS: 
NUTONE 

HAMILTON  BEACH 
SCHRADER 
DRITZ 
STAYLASTIC 
LIGHTCRAFT 
CARADCO 
HERO 
STERLING 
AJAX 
NYGUARD 
CLINTON 
GRIPPER 
ARTOLIER 
DOMINION 

These  are  the  brands  that  make  up  the  "new"  Scovill  now  that 
we  have  sold  our  brass  business. 

And  these  are  the  brands  that  make  Scovill  a  leader  in 
growing  markets.  Familiar  names  such  as  NUTONE . . .  No.  1  in 
built-in  housing  products.  HAMILTON  BEACH . . .  No.  1  in  many 
'  small  appliances.  DRITZ . . .  No.  1  in  sewing  aids.  GRIPPER ... 

No.  1  in  apparel  fasteners.  SCHRADER. . .  No.  1  in  tire  valves. 

This  market  leadership  is  reflected  in  our  second  quarter 
results.  Per  share  earnings  from  continuing  operations  rose 
from  24<P  in  last  year's  second  quarter  to  68<f  this  year. 

And  the  "new"  Scovill  has  the  longest  dividend  record  of 
any  industrial  on  the  big  board . . .  120  consecutive  years. 

For  more  information,  write  to:  The  "New"  Scovill, 
99  Scovill  Square,  Waterbury,  Connecticut. 


Scovill 
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anywhere  near  making  such  a  new 
plane  competitive  with  an  older  plane 
that  was  much  cheaper  to  buy  and 
which  has  been  largely  depreciated. 
And  given  the  present  skyrocketing 
cost  of  aircraft  design,  Boeing  would 
have  to  charge  around  $20  million  a 
copy  for  a  7X7  for  early  1980s  de- 
livery—almost double  the  present  price 
for  a  727. 

Some  lines  clearly  will  need  new 
planes  sooner  than  others.  After  burn- 
ing their  fingers  vdth  jumbo  jets, 
many  of  the  bigger  hnes,  like  United, 
TWA,  American  and,  of  course.  Pan 
Am,  pared  capital  spending  to  the 
bone.  As  a  result,  their  fleets  are  now 
above  the  average  age.  Not  so,  lines 
like  Braniff,  Delta,  Northwest  and 
Continental  that  kept  on  spending. 
Continental  and  National  have  al- 
ready replaced  all  their  707s  and 
DC-8s  and  Northwest  is  expected  to 
do  GO  over  the  next  few  years.  Says 
Donaldson,  Lufkin  &  Jenrette  airlines 
analyst  Ted  Shen:  "Delta  and  North- 
west will  have  little  difficulty  in  fi- 
nancing their  needs  over  the  next  ten 
years  out  of  internal  sources."  Few 
airlines  are  that  lucky,  however. 

Wouldn't  it  be  worth  the  risk  to 
continue  modernizing  the  older  planes, 
sacrificing  perhaps  some  fuel  econo- 
my and  seating  capacity,  in  the  inter- 
est of  saving  billions  in  equipment 
and  debt  service  costs?  Put  another 
way:  In  an  age  when  resources  are 
short  and  when  som.e  belt  tightening 


Who  Can  Afford  New  Planes? 

Over  1,400  new  planes  will  be  needed  by  1985,  figures  airline  analyst 
Ted  Shen  of  Donaldson,  Lufkin  &  jenrette,  to  enable  the  major  U.S.  air- 
lines to  retire  their  older  jets  and  accommodate  a  6%  annual  market 
growth  meantime.  But  the  lines  differ  markedly  in  their  needs:  United, 
American  and  TWA  need  the  most,  but  are  not  necessarily  most  able  to 
finance  them.  By  adding  off-balance-sheet  lease  obligations  to  each  line's 
debts,  Shen  figures  that  Delta,  Northwest  and  National  could  be  less 
squeezed  than  others  if  the  industry  does  go  on  a  plane-buying  spree. 

New  Planes 
Domestic                                          "Needed"             Debt-f 
Market                 Load                       1976-1985  Lease: 
Share Factor No.     (billions) Equity 


Airline 


American 

Braniff 

Continental 

Delta 

Eastern 

National 

Northwest 

Pan  American 

Trans  World 

United 

Western 


16.1% 

4.7 

4.8 
15.5 
14.7 

2.8 

5.1 
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19.7 
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58.5% 

51.7 

56.5 
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48.9 
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Sources:  Donaldson,  Lufkin  &  Jenrette;  Civil  Aeronautics  Board.  NA-Not  applicable.  'International  roti*.es. 
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is  in  order,  does  the  U.S.  really  need  a 
whole  nev/  fleet  of  jet  airliners?  It's 
not  as  though  we're  just  entering 
the  jet  age;  the  improvements  now 
will  be  marginal,  both  in  comfort  and 
economy.  And,  of  course,  it  will  be 
the  passenger  in  the  end  who  will 
pay  for  the  new  aircraft. 

The  trouble  is  that  the  airlines 
industry  is  still  gripped  by  a  psy- 
chology that  was  nicely  enunciated  a 


few  years  back  by  Najeeb  E.  Halaby, 
then  Pan  Am's  chief  executive.  Said 
he:  "The  history  of  air  transportation 
shows  that  those  carriers  who  do  not 
reequip  with  new  aircraft  early  and 
on  a  large  scale  are  the  long-term  I 
losers."  Putting  the  company's  money 
where  Halaby's  mouth  was,  Pan  Am 
massively  reequipped  with  Boeing 
747s  and,  largely  because  of  it,  went 
to  the  brink  of  bankruptcy.   ■ 


Lull  Before  The  Storm?  Or  Sheer  Hot  Air? 


Brace  yourself.  You  v/ill  be  hearing 
seemingly  contradictory  things  about 
the  airlines  over  the  next  few  years. 
You'll  read  good  news  in  the  quar- 
terly reports  while  normal  growth  and 
relatively  stable  capacity  combine 
to  fill  more  seats.  But  you'll  also  hear 
sad  songs  from  the  industry. 

The  problem  is:  How  to  keep  the 
bankers  and  investors  happy,  while 
keeping  the  public  and  Congress  suf- 
ficiently alarmed  to  be  in  a  mood  to 
help  the  airlines. 

The  industry,  for  example,  was  up- 
set when  the  White  House  suggest- 
ed that  maybe  the  airlines  ought  to 
compete  on  price  as  well  as  on  fringe 
goodies.  Naturally,  Seattle's  Boeing 
Co.  wants  to  see  its  customers  happy. 
In  its  oflBces  in  Washington,  D.C.'s 
plush  L'Enfant  Plaza,  Boeing  keeps 
two  thick  books  crammed  with  air- 
line data.  Boeing  has  showm  them 
repeatedly  to  important  folk  like 
Transportation  Secretary  William  T. 
Coleman,  plus  dozens  of  key  congress- 
men and  even  newspaper  editorial 
boards.  "We've  already  changed  the 
Washington    Post's    view    on    airline 


reg'jlution^,"  boasts  a  Boeing  man 
who  claims  all  the  major  airlines  en- 
dorse Boeing's  campaign. 

The  industry  pitch,  in  essence,  is 
this:  The  airlines  are  like  utilities,  a 
public  service.  Without  a  regular  and 
eflicient  air  schedule,  business  (not 
to  mention  the  postal  service)  will 
come  to  a  screeching  halt.  The  pres- 
ent air  fleet  is  aging  fast;  the  average 
plane  age  is  almost  eight  years,  dou- 
ble what  it  was  in  1969.  The  air- 
fines  ought  to  buy  170  planes  a 
year  on  average,  just  to  replace  the 
fuel-guzzling,  noisy  707s  and  DC-8s. 

The  airlines  say  excessive  regulation 
has  crippled  them  financially;  from 
11%  in  1966,  their  return  on  invest- 
ment had  sunk  to  2.5%  in  1975.  The 
carriers  have  $1.44  of  long-term  debt 
for  each  $1  of  equity,  and  off  their 
balance  sheets  they  have  a  stagger- 
ing $3.6  billion  in  lease  obligations. 

You  don't  need  to  be  a  genius  to 
guess  the  industry's  punch  line.  If 
the  airlines  carmot  buy,  then  the 
mainframe  makers— Boeing,  McDon- 
nell Douglas  and  Lockheed— cannot 
get  their  new  planes  off  the  drawing 


boards.  Result— exports  (planes  rank 
second  after  agriculture)  could  suf- 
fer, jobs  vanish. 

In  an  election  year,  this  jobs  argu- 
ment isn't  falling  on  deaf  ears.  This 
summer  Congress  gave  the  industry 
another  big  break.  Under  the  new 
Tax  Reform  Act  the  airlines  will  join 
the  railroads  in  being  allowed  to 
use  100%  of  their  investment  tax  cred- 
its in  each  of  the  next  two  years  in- 
stead of  the  normal  50%. 

But  doesn't  the  recent  prospcuty 
remove  the  need  for  special  treat- 
ment? The  industry  is  ready  for  that 
question.  Says  George  James,  the  Air 
Transport  Association's  chief  econo- 
mist: "This  is  the  lull  before  the 
storm."  He  means  that  it  won't  lake 
long  for  a  growing  business  to  catch 
up  with  a  capacity  that's  not  growing. 

So,  without  government  aid,  the 
airlines  can't  meet  the  country's  needs. 

Maybe  so,  but  the  industry's— and 
Boeing's— whole  argument  should  be 
taken  with  a  grain  of  salt.  Perhaps 
the  airlines  should  take  a  lesson  from 
the  average  car  user  and  learn  to 
make  the  old  buggy  last  longer. 
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Are  there  a  few  cracks  in  your 
companyls  transfer  plan? 


When  you  transfer  an  employee, 
you've  got  an  investment  to  protect. 

If  you  keep  him  happy,  youll  prob- 
ably get  a  good  retum  on  that  invest- 
ment. But  if  you  don't,  you  stand  to 
bse  big. 

Let  us  help.  We'll  buy  and  sell  his 
old  home,  find  a  new  one  he  and  his 


family  really  like,  even  move  them  in. 
Our  plan  covers  everything. 

We're  people  who  care  about  your 
people. 

Backed  by  a  national  network  of 
Counseling  Centers,  video  taped  area 
tours,  and  systems  for  time  and  cost 
control  that  we'd  like  to  show  you. 


Write  or  call  John  Rowell, 
Homequity /Homer ica,  Wilton,  Con- 
necticut 06897  (203)  762-8621 .  For 
the  price  of  a  stamp  or  a  telephone  call, 
you  might  save  yourself  an  employee 
worth  thousands  of  dollars. 


nERELOOmOM 

MANAGERS 

HomSquity/Homerica 

A  PETERSON,  HOWELL  &  HEATHER  COWPAMY 


The  Waiting  Game 

The  order  of  the  day  at  Westmoreland  Coal: 
Don't  just  do  something;  stand  there! 


Edwabd  B.  (Ted)  Leisenring  Jr.'s 
job  description  sounds  a  little  like  that 
of  the  man  who  marries  the  beauti- 
ful girl  whose  rich  father  owns  the 
liquor  store  by  the  golf  course.  He's 
president  of  Westmoreland  Coal  Co., 
which  nearly  doubled  its  earnings  last 
year,  to  $60  million  on  $452  million 
in  sales  for  a  breathtaking  60%  re- 
turn on  equity.  In  the  past  two  years 
he  has  doubled  the  dividend  to  $1.60 
a  share  and  paid  down  his  long-term 
debt  to  nothing.  The  company  has 
$58  million  in  cash  and  short-term  se- 
curities, and  this  year's  capital  expen- 
ditures of  $30  million  to  $35  million 
are  barely  half  of  the  anticipated 
cash  flow  of  $63  million.  And  Leisen- 
ring's  party  is  crash-proof;  his  fam- 
ily's holdings  in  the  company  go  back 
four  generations  to  1882,  28  years  af- 
ter it  was  founded.  Along  with  asso- 
ciates, Leisenring's  family  still  controls 
Westmoreland.  No  worries  about  a 
takeover  for  him. 

Between  Two  Worlds 

But  Ted  Leisenring,  50,  has  a  prob- 
lem—and quite  a  novel  problem  at 
that.  He  says,  "We  don't  want  to  be  a 
$l-billion  company  in  five  years." 

Why  in  the  world  not?  Because 
Westmoreland  is  a  coal  company. 
And  being  a  coal  company  these  days 
involves  a  legitimate  claim  on  those 
oft-misappropriated  lines  of  Matthew 
Arnold:  "Between  two  worlds /one 
dead,  the  other  powerless  to  be  born." 

Nobody  in  coal  mourns  the  age 
that  is  past.  For  three  decades,  the 
mining  business  had  been  in  decline, 
as  price-controlled  natural  gas  flowed 
throughout  the  country  and  cheap  oil 
flooded  in  from  the  Middle  East,  de- 
pressing profits,  investments  and  Ap- 
palachia.  Then  came  the  oil  embargo, 
and  suddenly  a  grand  new  age  of  coal 
was  trumpeted  to  the  world. 

Westmoreland's  earnings,  which 
held  below  70  cents  a  share  through- 
out the  Sixties  and  early  Seventies, 
soared  to  $5.30  a  share  in  1974  and 
then  to  $8.82  in  1975,  as  price  con- 
trols ended  and  demand  for  West- 
moreland's metallurgical  and  low-sul- 
fur steam  coals  surged. 

But   the   new   age   of   coal   is   still 


dawning;  it  is  not  yet  here.  Leisen- 
ring expects  profits  to  fall  as  much 
as  17%  or  so  from  last  year,  to  about 
$50  million.  The  stagnation  in  coal  is 
general,  a  compound  of  relatively 
sluggish  capital  investment,  govern- 
ment controls  moderating  the  price 
of  competing  forms  of  energy  and,  of 
course,  a  still  potent  environmental 
movement.  Forbes  described  it  all  in 
a  Dec.  15,  1975  cover  story. 

So  Leisenring  has  a  problem.  No- 
body doubts  that  his  assets  are  the 
equivalent  of  pure  gold,  and  perhaps 
grossly  undervalued.  His  stock  is  sell- 
ing at  $55  a  share,  about  eight  times 
earnings,  but  barely  twice  a  vastly 
understated  book  value.  But  what  to 
do  while  waiting  for  the  nation  to 
wake  up  to  the  importance  of  coal? 
Diversify,  as  the  textbooks  say?  Ex- 
pand aggressively  in  coal,  perhaps  in- 
tegrate backwards  or  forwards?  Or 
stand  pat?  (See  following  story.) 

Seated  across  from  the  world  map 
that  covers  one  wall  of  his  office 
in  the  Fidelity  Bank  Building  in  down- 
town Philadelphia,  Leisenring  talks 
expansively  of  Westmoreland's  devel- 
opment plans  for  coal. 

In  West  Virginia,  the  Winding  Gulf 
division  is  developing  the  Triangle 
Mine,  which  will  produce  a  million 
tons  a  year  of  scarce  low-volatile, 
low-sulfur  metallurgical  coal,  used  in 
steelmaking  and  thus  the  most  desir- 
able kind.  Over  five  years,  this  expan- 
sion  should   cost   about   $90   million. 

In  Colorado,  Westmoreland  is  open- 
ing another  deep  underground  mine, 
this  one  for  low-sulfur  steam  coal,  the 
sort  that  utilities  can  burn  without 
expensive  scrubbers,  and  the  company 
is  reportedly  buying  up  other  Colo- 
rado leases  nearby.  Lei.senring  bought 
the  property  for  $1  million  last  Jan- 
uary, and  plans  to  pump  $25  million 
into  it  in  the  next  four  years. 

Westmoreland  and  its  affiliates  are 
also  developing  other  properties  in 
the  Northern  Great  Plains— or  drilling 
to  find  them. 

These  plans  are  reasonably  ambi- 
tious, but  so  far  they  will  absorb  only 
a  fraction  of  the  money  that  is  pour- 
ing in  these  days. 

What  to  do  with  the  money?  Buy 


Fisherman  Ted  Leisenring  angered 
fellow  coalmen  by  supporting  en- 
vironmentalists' bid  to  save  New 
River.  But  In  general,  he  thinks, 
"Extreme  environmentalists  should 
be  kicked  out  the  window." 


a  customer  or  a  supplier,  perhaps? 
Westmoreland  already  owns  a  couple 
of  equipment  suppliers:  Virginia 
Birmingham  Bolt  (80%  owned), 
which  makes  roof  bolts,  and  Central 
Supply  Co.  of  Virginia,  which  distrib- 
utes lamps,  cables,  shuttle-car  tires 
and  the  like.  Leisenring  made  a  seri- 
ous pass  at  Continental  Conveyor 
Corp.,  a  long-time  supplier  to  West- 
moreland. But  that  deal  was  queered 
when  Continental's  nine-month  earn- 
ings doubled  this  summer  and  there- 
by threw  oft  the  terms  of  the  pro- 
posed stock  swap. 

One  thing  Leisenring  rules  out: 
conglomerating.  "When  we  talk  about 
diversifying,"  the  tall,  graying  presi- 
dent says,  "many  of  our  shareholders 
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get  upset.  They  bought  the  stock  be- 
cause they  want  equity  in  the  coal 
industiy.  We  do  have  a  substantial 
number  of  in-and-outers,  who  just 
like  the  coal  industry  from  time  to, 
time,  but  we  don't  care  about  them." 
Nor  does  Leisenring  have  to  worry 
about  disgruntled  stockholders  chuck- 
ing him  out  if  earnings  falter  for  a 
quarter  or  two:  Thirty-one  percent 
of  Westmoreland's  stock  is  owned  by 
Penn  Virginia  Corp.,  a  sister  compa- 
ny that  in  turn  is  controlled  by  the 
Wentz  and  Leisenring  families  and 
their  friends  who  bought  into  West- 
moreland years  ago.  Does  he  rule  out 
a  reasoned  flier  into  some  wholly  new 
line  of  business— a  smallish,  well-run 
company  that  could  put  his  cash  flow 
to  work?  "We  intend  to  stay  in  the 
coal  business.  I've  seen  too  many  com- 
panies grow  outside  the  capacities 
of  their  management  and  get  indi- 
gestion," says  Leisenring. 


And  so  Ted  Leisenring  waits,  and 
watches  the  developments,  doing  a 
little  more  salmon  and  trout  fishing 
than  formerly,  perhaps,  and  frets.  "If 
I  have  one  misgiving,"  he  says,  "it's 
growing  too  large.  It's  a  shame  when 
you  know  a  smaller  and  smaller  pro- 
portion of  your  people  by  name."  He 
still  remembers  many  miners  from  the 
couple  of  years  he  worked  in  the  deep 
mines  himself  as  a  young  man. 

In  the  end,  Westmoreland  can  af- 
ford to  wait.  Most  of  its  development 
now  is  centered  on  underground 
mines,  which  won't  start  production 
for  several  years,  and  on  metallurgi- 
cal coal,  which  sells  at  a  premium 
now.  The  company  enters  into  only 
"evergreen"  contracts,  ones  that  can 
be  renegotiated  at  any  time  based  on 
market  prices,  a  habit  strengthened 
by  a  major  exception  to  it:  A  four- year 
contract  with  U.S.  Steel  on  which 
Westmoreland  lost  a  pretax  $3  million 


before  it  expired  in  1973.  Western 
strip-mining  of  steam  coal  is  an  enig- 
matic area.  There's  little  growth  in 
the  market  for  it  now,  yet  competi- 
tors can  bring  their  mines  on  line 
very  quickly.  But  if  it  comes  to  that, 
Westmoreland  can  certainly  afford  to 
get  into  the  act. 

In  other  words,  while  the  coal  in- 
dustry seems  to  be  suffering  from 
a  sort  of  identity  crisis,  as  the  old 
gives  way  to  the  new,  Westmoreland 
isn't.  "Coal  is  a  long-term  business," 
says  Leisenring.  "Our  record  shows 
we're  a  career  company." 

Fair  enough.  Investors  may  have 
to  wait  for  some  of  those  coal  prof- 
its, but  they  can  trust  Leisenring  not 
to  fritter  them  away  with  risky  ven- 
tiues.  When  the  "new  world"  of  coal 
is  finally  bom,  Westmoreland  will  be 
ready  for  its  first  $1 -billion-sales  year. 
But  Ted  Leisenring  has  no  intention 
of  trying  to  rush  things.   ■ 


Get  *Em  While  They're  Cold? 

Coal  in  the  ground  will  be^  sooner  or  later,  like  money 
in  the  bank.  The  question  is:  When? 


"Carbon  made  out  like  bandits!" 
crows  a  coal  analyst  at  Dean  Witter, 
assessing  the  agreement  in  which  coal 
producer  Carbon  Industries  will  give 
itself  up  to  International  Telephone  & 
Telegraph  for  $246  million  in  securi- 
ties. But  ITT  may  also  have  a  great 
deal.  It's  comparable  to  the  case  of 
the  General  Motors  dealers  who  made 
out  like  bandits  when  they  peddlci 
most  of  the  last  200  Cadillac  convert- 
ibles for  up  to  $50,000  apiece.  But 
it  may  have  been  the  collectors  who 
got  the  real  bargain— if  they  can 
aftord  to  hang  on  to  their  invest- 
ment long  enough  to  see  the  value 
of  the  cars  truly  soar. 


There  is  a  fair  amount  of  action  in 
the  market  for  coal  companies  them- 
selves these  days.  According  to  J. 
Roger  Faherty,  an  investment  banker 
who  specializes  in  coal  deals,  "There 
are  hundreds  of  little  mines  all  over 
the  place  that  are  interested  in  selling 
out.  The  spot  market  for  coal  is  down 
and  many  of  them  just  don't  have  the 
money  to  hang  on  until  the  glorious 
future  arrives." 

Therefore,  the  same  problems  con- 
front the  coal-buying  companies  as 
confront  investors  in  them.  First  of 
all,  only  an  expert  can  tell  the  good 
coal  mines  from  the  chancy  ones; 
coal  is  not  simply  coal,  but  comes  in 


hundreds  of  grades,  from  first  rate  to 
currently  unusable.  Second,  an  invest- 
ment in  coal  won't  necessarily  pay  off 
next  year— or  the  year  after.  "We're 
not  buying  earnings— we  recognize  the 
possibility  of  a  strike  next  year,"  says 
an  ITT  spokesman.  "We're  buying  the 
long-term  value  of  the  coal  in  the 
ground,  and  we're  buying  the  man- 
agement, which  will  stay  and  assist  us 
in  any  further  acquisitions." 

ITT  isn't  the  only  company  that  has 
moved  into  coal  recently.  In  August, 
Panhandle  Eastern  Pipeline  bought 
Youghiogheny  and  Ohio  Coal  Co.  for 
$78  million  in  stock.  Valley  Camp 
Coal,   seeking  shelter  from  Canadian 


Cramped  Margins:  As  the  best  mines  are  depleted,  the  shuttle  trucks  are  working  thinner  and  thinner  seams  of  coal. 
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If  we  didiA  own  ourselves, 
ma^  the  people  who  run 
our  business  wouldiftbe  out 


working  onyourbusiness. 


All  directors  of  J&H  work  on  client  matters  Only  Chairman  Richard  I.  Purnell  and  Executive  Vice-President 
Richard  T  Henshaw,  Jr  are  primarily  involved  with  overall  J&H  management. 


Bob  Hannon, 
of  the  J&H  Detroit  office. 


[jnlike  the  other  major  insurance  brokers, 
JDhnson  &  Higgins  doesn't  have  any  outside 
shareholders. 

Our  shareholders  are  all  inside. 
Vbrking. 

They're  our  directors.  But  their  main' 
3b  isn't  to  sit  in  our  board  room.  It's  to 
rork  on  your  business. 

That's  why  for  instance,  only  two  of  our  twenty-seven 

directors  (our  Chairman  and 
our  Executive  Vice-President)  have 
full-time  J&H  management  duties.  And 
even  they  get  involved  on  accounts. 

It's  also  why  our 
directors  can't  serve 
on  other  boards.  And, 


Ed  Knetzger,  p.  -i-i  -i  -i.  .  > 

of  the  J&H  Philadelphia  office  imally  WHy  3,  Qir cc tor  s 


Dick  Ross, 
of  the  J&H  Los  Angeles  office. 


)wnership  reverts  back  to  the  company 
Lt  retirement. 

At  Johnson  &  Higgins,  we  have  this  ^ 
imple  philosophy:  The  way  to  get  ahead  III  I' 
s  to  do  outstanding  work. 

And  if  that  work  gets  you  elected  a  director,  you'll 
eep  right  on  working. 

Because  that's  what's  best  for  our  clients. 

Johnsoi^iggins 

The  private  insurance  broker 
We  answer  only  to  you 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 
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Safety  Factor:  This  miner  is  not  mining  coal.  He  is  spraying  powdered 

limestone  to  cut  explosion  risks.  Measures  like  these  are 

essential,  all  agree,  but  they  add  to  the  cost  problems  vexing  mine  operators. 


raider  Bethlehem  Copper,  sold  out  in 
May  to  Quaker  State  Oil  for  $51  mil- 
lion in  stock.  British  Petroleum  has 
recently  spent  several  hundred  million 
dollars  buying  into  coal  properties  all 
over  the  w^orld. 

But  the  pickings  are  now  getting 
slimmer.  Only  two  of  the  ten  largest 
U.S.  producers  of  coal  are  indepen- 
dent (Pittston  Co.  and  North  Ameri- 
can Coal  Corp.).  The  others  are  al- 
ready owned  by  companies  like  Con- 
tinental Oil  (Consolidation  Coal), 
Occidental  Petroleum  (Island  Creek 
Coal)  and  Kennecott  Copper  (Pea- 
body  Coal— for  the  moment,  anyway). 

This  does  not  mean,  however,  that 
stocks  of  either  the  coal  companies 
or  the  coal  owners  are  about  to  start 
doing  backflips.  They  are  still  sell- 
ing at  low  multiples— about  seven 
times  earnings.  And  although  that 
means  they've  come  up  a  long  way  in 
price  since  the  late  1960s  (following 
earnings),  earnings  are  flat  and  even 
falling  for  now. 

Why?    In    a    word:     government. 


"There  is  no  technological,  tangible 
problem  preventing  us  from  mining 
the  coal,"  says  Gerald  C.  Gambs, 
vice  president,  energy  and  fuels,  at 
the  respected  engineering  firm.  Ford, 
Bacon  and  Davis.  Nor  is  there  a  lack 
of  capital:  Just  consider  the  past  two 
years'  coal  earnings.  "But  there  won't 
be  any  firm  market  for  coal  until  the 
agencies  and  interest  groups  and  Con- 
gress get  off  everybody's  backs." 

Although  coal  was  touted  as  the 
obvious  answer  to  the  energy  crisis 
back  in  the  days  of  gas  rationing  and 
Project  Independence,  yearly  produc- 
tion has  budged  only  grudgingly  to 
640  million  tons  last  year  from  the 
600-milhon-ton  level  of  1973.  Strip- 
mining  regulations,  sulfur  content  and 
emission  standards,  mine  regulations 
and  the  artificially  low  prices  estab- 
lished for  oil  and  gas  have  all  con- 
spired to  hold  up  the  coal  rush.  More- 
over, leadership  of  the  United  Mine 
Workers,  a  union  notorious  for  its 
wildcat  strikes,  has  become  increas- 
ingly fractious  and  unsettled.  By  any 


industry's  standards,  this  is  a  moun- 
tain of  problems. 

But  beneath  that  mountain  is  the 
coal  itself— proven  in-the-ground  re- 
serves of  437  billion  tons,  enough  to 
meet  the  U.S.'  energy  needs  for  the 
next  few  hundred  years— and  another 
estimated  trilUon  or  so  tons  that  are 
not  worth  mining  at  present.  What's 
more,  much  of  the  market  value  of  the 
coal— even  at  today's  prices— is  wildly 
understated  on  the  books.  Lawrence 
J.  Goldstein  and  Andrew  J.  Melnick, 
Drexel  Bumham's  coal  analysts,  for 
example,  estimate  that  Pittston  Co.'s 
net  worth  is  about  $2.3  billion  in- 
stead of  the  $496  million  ofiicially  on 
the  books.  "Most  of  these  companies 
acquired  their  properties  when  grand- 
mother was  a  girl,"  Goldstein  says. 

Coal . . .  And  Coal 

The  table  below  shows  the  riches 
held  by  the  country's  largest  coal  own- 
ers—many of  them  not  considered  coal 
companies.  For  the  moment,  much  of 
the  coal  (like  Kerr-McGee's )  is  stay- 
ing underground;  by  the  time  most  of 
it  is  mined  prices  will  bear  little  rela- 
tion to  those  of  today.  Nonetheless, 
for  a  quick  rule  of  thumb,  calculate 
that  steam  coal  currently  sells  be- 
tween $4  a  ton  for  low-heating-pow- 
er, high-sulfur  western  coal  and  $15 
to  $25  for  high-heating-power,  low- 
sulfur  eastern  coal.  Metallurgical  coal 
ranges  much  higher,  between  $35  and 
$50  a  ton,  depending  on  heating  and 
coking  qualities. 

That's  why,  in  buying  coal  stocks, 
you  have  to  buy  assets,  not  earnings. 
Nobody  contends  that  there  isn't  val- 
ue in  coal  assets— in  the  long  run.  The 
question  for  the  investor  is  where 
the  short  run  leaves  oflF  and  the  long 
run  begins.  With  coal  on  the  nation's 
back  burner  these  days,  some  smart 
people  feel  the  time  to  get  the  stuff 
is  while  it  is  cold. 


Ace  In  The  Hole 

Coal 

1975 

1975 

Reserves 

Production 

Tons  Steam 

Tons  Metall. 

Recent 

Earnings 

Earnings 

Company 

(tons  bil.) 

(tons  mil.) 

(per  share) 

Price 

Per  Share 

From  Coal 

Continental  Oil 

13.7 

49.1 

114 

15 

38V2 

$3.25 

437o 

Burlington  Northern 

12.0 

5.6 

NA 

NA 

423/4 

4.12 

6 

Union  Pacific 

10.0 

6.6 

43 

0 

86% 

6.42 

NA 

Kennecott  Copper 

9.0* 

71.4 

270 

.50 

33  V4 

0.66 

90 

Exxon 

8.4 

2.9 

19 

0 

55  V2 

11.19 

NA 

North  American  Coal 

4.8 

9.8 

2,884 

0 

44 

2.97 

100 

Occidental  Petroleum 

3.4 

19.4 

40 

23 

18% 

2.64 

59 

American  Electric  Power 

3.3 

8.6 

35 

0 

233/8 

2.50 

0 

AMAX 

3.1 

21.8 

99 

0 

57y2 

4.43 

37 

Kerr-McGee 

2.8 

0 

NA 

NA 

74V8 

5.15 

0 

Utah  International 

1.8 

20.4 

44 

11 

59y2 

4.29 

NA 

Pittston 

1.5 

18.6 

7 

34 

391/4 

5.47 

92 

Eastern  Gas  &  Fuel 

1.1 

7.8 

27 

24 

25V4 

2.73 

66 

Westmoreland  Coal 

0.8 

7.9 

49 

114 

543/4 

8.82 

97 

Carbon  Industries 

0.1 

2.7 

8 

15 

34% 

4.39 

90 

'U.S.  reserves  only;  total  of  Australian  reserves  unavailable. 
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The  Risky 
Diesel  Boom 


The  faster  the  business 
grows,  the  harder  it  is 
to  stay  in.  Here's  why. 

The  word  in  the  engine  trade  is: 
The  immediate  future  belongs  to  that 
old  war-horse,  the  diesel  engine.  In 
Europe  45%  of  all  commercial  vehicles 
are  equipped  with  diesels;  in  the  U.S. 
the  figure  is  a  small  fraction  of  that, 
according  to  a  survey  made  by  Lucas 
Engineering.  Experts  are  predicting 
that  production— about  4.5  million 
units  worldwide  last  year— could  dou- 
ble by  1985. 

Why  so?  A  diesel  engine  costs  more, 
but  bums  20%  less  fuel.  As  gasoline 
costs  rise,  this  saving  becomes  more 
important.  And  diesels  last  longer, 
break  down  less  often  and  emit  less 
carbon  monoxide. 

At  the  moment,  most  diesels  are 
used  for  business  proposes :  heavy- 
duty  trucks  and  buses;  agricultural 
equipment;  and  industrial,  construc- 
tion and  marine  equipment.  How 
about  passenger  cars?  In  Germany, 
where  Daimler-Benz  introduced  a 
diesel  car  in  1936,  diesels  still  ac- 
count for  under  5%  of  the  market;  in 
the  U.S.  diesels  are  less  than  1%  of 
the  auto  market.  Why?  Cost  for  one 
thing,  weight  for  another.  Moreover, 
they  don't  give  as  smooth  a  ride,  ac- 
celerate more  slowly  and  are  noisier. 

GM's  Oldsmobile  division  and 
Volkswagen  both  plan  a  diesel  option 
for  the  future.  But  the  passenger  die- 
sel is  more  of  an  experiment  than  a 
serious  contender  for  market  share. 

But  even  without  much  help  from 
autos,  diesels  have  been  a  booming 
business.  Since  1970  production 
jumped  by  some  13%  a  year.  Even 
in  1975,  despite  the  severe  world- 
wide recession,  production,  at  4.5 
million  engines,  was  virtually  un- 
changed from  1974.  It  would  have 
been  better  if  not  for  a  sharp  drop  in 
the  U.S.  heavy-duty-truck  market. 
Business  is  just  starting  to  improve, 
and  by  next  year  production  and 
shipments  should  be  a  record  again. 

Columbus,  Ind.'s  Cimunins  Engine 
pioneered  the  high-speed  diesel-en- 
gine  truck  business  in  the  U.S.  Cum- 
mins is  today  by  far  the  largest  maker 
of  diesel-truck  engines  and  its  sales 
are  rurming  around  $800  million.  The 
other  longtime  really  large  maker  of 
diesels  is  General  Motors'  Detroit  Die- 
sel Allison  division.  While  Cummins 
leads  in  the  truck  market,  Detroit  Die- 


When  you  stay  at  Hyatt  on  Union  Square  and  have  business  in  San 

Francisco's  Financial  District. .  .we'll  take  you  there  and  back  in  a 

chauffeured  limousine.  Between  eight  and  ten  in  the  morning... four  and 

six  in  the  afternoon.  Complimentary  of  course. 

One  of  the  many  special  touches ...  all  uniquely  Hyatt.  A  Touch  of  Hyatt. 

It  means  we're  doing  whatever  it  takes  to  make  you 

want  to  stay  with  us . . .  again. 

HYATT  HOTELS  © 

We're  looking  forward  for  you.      ^^^^% 

800-228-9000  Gets  you  Hyatt. 
Worldwide.  Toll  Free,  yourtavd agent 
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Rare  taste.  As  you  like  it 

There  is  only  one  Rare  Scotch.  J&B.  But  there  are  many  ways  to  enjoy  it 

Straight  up.  With  a  splash  and  a  twist  On  the  rocks.  In  a  highball.  Or  a  ccx:ktail. 

Or  dream  up  an  original  drink  of  your  own.  If  it's  made  with  J&B,  you're  sure  to    rj  a  orr 

enjoy  rare  taste  precisely  the  way  you  like  it.  KAKt 

86  Proof  Blended  Scotch  Wh  ky  ©  1976  Paddington  Corp.,  N. Y.  SCOTCH 
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sel  is  much  bigger  in  the  construction 
and  mining  and  tractor  markets.  Its 
worldwide  diesel  revenues  are  prob- 
ably as  large  as  Cummins'. 

Coming  up  fast  these  days,  accord- 
ing to  Sherwood  T.  Small,  analyst  for 
L.F.  Rothschild,  is  Peoria,  lU.'s  Cater- 
pillar Tractor  Co.;  from  1%  of  the 
truck  market  in  1967,  Cat  clawed  its 
way  to  over  15%  of  the  U.S.  truck 
market  last  year.  Small,  in  a  study  of 
the  diesel-engine  market,  points  out 
that  Cat  has  budgeted  almost  $500 
million  for  1975-77  for  expansion  in 
diesels,  including  construction  of  a 
large  foundry.  For  years.  Cat  has  been 
the  largest  producer  of  oflF-highway 
dieselized  products. 

Also  rapidly  expanding  is  the  Per- 
kins Engine  division  of  Canadian- 
headquartered  farm-equipment  maker 
Massey-Ferguson  Ltd.,  whose  world- 
wide diesel  sales  last  year  were  $464 
million.  Perkins  bought  a  large  plant 
in  Canton,  Ohio  in  1975  from  White 
Motor  Corp.  giving  it  a  toehold  in  the 
big  U.S.  diesel-engine  market. 

A  Bumpy  Ride 

For  all  its  handsome  growth  over 
the  past  decade,  the  market  for  die- 
sel engines  remains  cyclical,  competi- 
tive—and treacherous.  Financial  re- 
verses forced  White  Motor  to  sell 
much  of  its  diesel  operations.  Mack 
Truck  (a  division  of  Signal  Cos.)  and 
Cummins  Engine  both  got  hit  by  the 
depression  in  heavy-duty-truck  sales. 

For  a  while  it  looked  as  though 
Cummins  Engine  was  in  big  trouble. 
In  the  Fifties  Cummins  had  as  much 
as  56%  of  the  heavy-duty-truck  diesel 
business  in  the  U.S.,  but  by  1972  it 
was  down  to  34%.  The  chief  problem 
was  Cummins'  inability  to  expand  fast 
enough.  But  Cummins  has  now 
recovered  and  has  kept  its  reputa- 
tion for  quality.  In  July  of  this  year 
its  share  of  the  truck-diesel  market 
was  back  to  54%  and  Cummins  is 
headed  for  record  profits   this   year. 

Like  most  businesses,  diesel-engine 
manufacturing  is  becoming  increas- 
ingly capital  intensive  and  increas- 
ingly tough  on  the  smaller  manufac- 
turers. The  small  producers  can't  keep 
up  with  advances  in  horsepower 
technology,  costly  servicing  and  dis- 
tribution costs.  This  may  force  some 
of  the  smaller  foreign  competitors  out 
of  the  market.  Says  one  U.S.  execu- 
tive: "Mercedes,  Rolls-Royce,  Volvo, 
Fiat  and  Peugot  will  survive,  but 
many  smaller  foreign  manufacturers 
will  drop  out  or  become  part  of  larger 
corporations.  The  U.S.  companies  in- 
creasingly have  taken  over  worldwide 
technological  leadership."  There  arc 
some  70  companies  making  diesel  en- 
gines today.  Only  a  fraction  of  them 
will  be  around  by  1985.   ■ 
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How  far  are  you  gping? 
That  may  be  the  yvay  to  choose  an  airline. 


A  short  hop  to  Amarillo?  Boise?  Grand 
Rapids?  Rome,  N.Y.? 

When  you're  only  going  short  distances  within 

the  U.S..  there's  not  much  need  to  shop  around. 


Because  you  really  can't  go  wrong  pickmg 
one  of  our  domestic  airlines. 

But  when  you're  going  all  the  way  overseas 
you  start  to  see  h\g  differences  between  airlines. 


And  it  pays  to  shop  around. 

Because  that's  when  you'd  like  a  big,  comfort- 
able 747.  (Pan  Am's  got  the  biggest  fleet  of  them. ) 

That's  when  you'd  like  something  sophis- 
ticated in  the  way  of  reservations.  (Pan  Am's  got 
Panamac®*  II,  the  most  advanced  computerized 
international  reservations  system.  And  a  group  of 
people  experienced  at  helping  sophisticated  and 
unsophisticated  travelers  all  over  the  world.) 

And  that's  when,  if  we're  not  presuming  too 
much,  you'd  like  a  big  choice  of  meals  and  movies. 
( Pan  Am  gives  you  a  choice  from  3  entrees  in 
economy  and  4  in  first  class.  On  many  747s,  you 
can  also  reserve  a  seat  in  our  first  class  upper-deck 
dining  room.  And  on  most  flights,  you  get  a  choice 
from  2  movies.) 

In  short,  the  further  you're  going  the  more 
you  need  Pan  Am. 

Or  in  long,  the  importance  of  picking  Pan  Am 
is  in  direct  proportion  to  the  distance  you're  flying. 


Americas  airline  to  the  world. 


See  your  travel  agent. 


The  Older  The  Fiddle, 

The  Sweeter  The  Tune 


. . .  and  the  better  the  capital  gains. 


The  "Lady  Blunt"  Stradivarius.  Crafted  in 
1721,  this  violin  was  sold  ata1971  London 
auction  for  a  record  $201,600.  Andrew  Hill, 
a  London  dealer,  purchased  it  for  a  collector 
identified  as  a  Singapore  banker. 


Doting  moms  and  dads  love  to  see 
their  kids  take  up  the  viohn.  And 
these  days,  they  have  a  new  incen- 
tive. Junior  may  not  become  another 
Isaac  Stem  or  Jascha  Heifetz,  but 
buying  a  good  instrument  for  him 
could  pay  ofiF  handsomely— if  he 
doesn't  break  it. 

A  good  modem  Italian  cello,  which 
cost  $3,000  five  years  ago,  fetches 
$6,500  today.  A  high-quality  18th- 
century  viohn  purchased  for  $8,000 
in  1964  goes  for  over  $60,000  now. 
Those  may  be  extreme  examples,  but, 
"Any  instrument  is  going  up  in  price, 
from  the  cheapest  to  the  most  expen- 
sive," says  Jacques  Frangais,  a  hand- 
some New  York-based  gentilhomme 
who  is  one  of  the  handful  of  influen- 
tial international  dealers  of  classical 
stringed  instruments. 

Actually,  when  Fran9ais  says  "in- 
strument," he  doesn't  mean  guitars, 
trumpets,  pianos  or  clarinets.  Some 
antique  versions  of  these  instruments 
may  have  collector  interest,  but  the 
real  investment  these  days  is  in  "fid- 
dles"—violins,  violas  and  cellos.  String 
basses,  incidentally,  don't  make  it. 

Old  fiddles  are  in  great  demand  be- 
cause they  actually  sound  better  than 
modem  ones— or  so  the  musicians  say. 
No  one  knows  exactly  why  that  is  so, 
but  most  musicians  agree  there  is  no 
violin  comparable  to  the  best  of  An- 
tonio Stradivari,  the  famous  18th- 
century  Italian  maker,  or  Bartolomeo 
Guameri  del  Gesvi,  his  nearest  com- 
petitor.   Top-notch    "Strads"   sell    for 


fabulous  prices:  usually  around 
$100,000,  although  in  1971,  one  went 
at  a  London  auction  for  $201,600. 
Old  Italian  violas  and  cellos  are  even 
more  valuable,  because  Stradivari  and 
his  colleagues  made  so  few  of  them. 
Violas  have  sold  for  as  much  as 
$120,000,  cellos  for  $250,000. 

For  The  Smaller  Collector . . . 

The  hottest  property  of  all,  how- 
ever, is  bows;  they  have  risen  about 
two  and  a  half  times  as  fast  as  fid- 
dles, on  average.  The  best  products 
by  Fran9ois  Tourte,  the  18th- 19th- 
century  French  Stradivari  of  bow- 
making,  cost  up  to  $30,000. 

What's  a  poor  starving  musician  to 
do  with  prices  like  these?  "There  are 
lesser  known  makers  who  are  filling 
the  void,"  says  William  Moennig,  a 
Philadelphia  dealer  who  is  one  of 
the  internationally  known  experts  in 
the  U.S.  along  with  Fran^ais.  "The 
violins  of  families  like  the  Guadagni- 
nis  and  Gaglianos  [18th-19th-century 
Italians,  but  not  in  Stradivari's  class] 
are  increasing  in  value  even  more  than 
the  higher  priced  instruments  because 
the  Strads  and  del  Gesus  are  virtually 
priced  out  of  the  active  market."  (A 
good  Guadagnini  goes  for  a  mere 
$50,000  or  so. ) 

The  demand  for  old  violins  simply 
is  outpacing  the  supply.  For  one 
thing.  Oriental  countries  like  Japan 
and  Korea  have  gone  for  Western 
music  in  a  big  way  in  recent  years. 
For  another,  classical  music  is  catch- 


ing on  in  the  U.S.  as  never  before. 
"When  I  was  a  kid,  you  were  con- 
sidered a  sissy  if  you  played  the  vio- 
lin," says  Moennig,  a  tall,  ex-Air  Force 
jet  mechanic.  "But  there's  a  different 
mentality  today." 

Meanwhile,  many  fine  fiddles  and 
bows  are  lost  every  year  through 
breakage.  "There's  a  diminishing  sup- 
ply in  a  growing  market,"  says  Fran- 
9ais  excitedly. 

Unlike  paintings  or  sculptures,  rare 
stringed  instruments  are  more  than 
just  works  of  art,  more  than  good 
hedges  against  inflation.  They  have  a 
utilitarian  as  well  as  "intrinsic"  or  aes- 
thetic value.  To  impassioned  musi- 
cians, the  tonal  qualities  are  priceless. 

But  before  you  run  out  and  buy 
an  old  violin  in  hopes  of  striking  it 
rich,  consider  the  pitfalls.  This  is  a 
funny  market;   most  art  markets  are. 

First  of  all,  it's  an  oligopoly:  There 
are  about  seven  dealers,  including 
Moennig  and  Fran9ais,  controlling 
most  of  the  world  trade  in  old  fiddles. 
Their  families  have  been  in  the  busi- 
ness for  generations.  Plenty  of  other 
dealers  and  appraisers  exist,  but  they 
are  only  of  local  importance. 

The  dealers  exert  control  through 
their  reputed  expertise  in  determining 
the  instruments'  makers.  Often  a  fid- 
dle will  have  neither  its  maker's  label 
nor  a  pedigree  of  former  owners  to 
authenticate  it.  So  the  experts  issue 
certificates  for  fiddles  they  believe  to 
be  genuine.  "I  can  usually  tell  a  good 
instrument  before  it's  out  of  the  case," 
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Arkansas 
is  the  next 
step  South, 
East  or  West 
for  companies 
seeicinjg  access 
to  marKets  in 
mid-America. 


There's  a  very  favorable  wind  blowing  South. 
It's  pointing  the  direction  to  the  most  logical  site 
from  which  to  expand  your  company's  distribution 
into  the  immense  marketplace  of  mid-America. 

Arkansas  has  everything  you're  looking  for: 
natural  beauty;  great  resources;  excellent 
transportation;  favorable  political  climate; 
generous  programs  of  assistance;  hardy, 
intelligent  work  force. 

Even  if  you've  already  looked  superficially  at 
Arkansas  and  put  us  over  into  your  'maybe "  file, 
look  again.  Times  are  changing  fast,  and  every 
day's  news  makes  Arkansas  look  a  little  better. 

Come  on  down  and  beat  the  rush. 

ARKANSAS 

The  next  200  years  start  here. 


Arkansas  Industrial  Development  Commission 
State  Capitol,  Little  Rock  72201 
AC  501-371-1 121 


Experts.  William  Moennig  (left)  studies  a 
cello  in  his  Philadelphia  workshop,  and 
Jacques  Frangais  (above)  shows  a  1721 
Stradivarius  in  New  York.  They're  among 
the  world's  most  influential  "fiddle"  dealers. 


boasts  Moennig.  "You  can  tell  im- 
mediately by  the  shape,  and  certainly 
by  the  varnish."  Says  Frangais:  "It's 
basically  the  same  as  telling  one  per- 
son's handwriting  from  another." 

But  Frangais  admits  that  even  top 
experts  have  doubts  about  some  fid- 
dles they  appraise.  "We  agree,  I 
would  say,  on  98%  of  them,"  he  says. 
"But  there  are  difiBcult  areas;  for  in- 
stance, the  relationship  of  masters  and 
pupils.  Del  Gesu's  viohns  used  to  be 
ascribed  to  his  father,  but  now  we 
have  discovered  some  that  he  did 
while  he   was   his   father's   student." 

It's  that  area  of  doubt  that  can 
create  problems.  One  well-respected 
music  teacher  explains  why: 


"Say  you  have  a  viohn  with  papers 
from  Frangais— or  Frangais'  grand- 
father—certifying that  it  is  a  genuine 
product  of  a  certain  maker.  And  you 
want  to  buy  another  violin  from  an- 
other expert  and  trade  in  your  Fran- 
gsiis  viohn.  There 're  lots  of  ways  that 
another  expert  can  discredit  that  pa- 
per without  discrediting  Frangais'  ex- 
pertise, so  that  he  doesn't  have  to  give 
you  a  good  trade-in  on  the  violin." 
The  smaller  dealers  are  even  more 
risky  because  their  evaluation  of  in- 
struments is  considered  far  less  credi- 
ble than  those  of  the  elite. 

So  how  do  you  avoid  taking  a  fall? 
Charles  Castleman,  a  professor  at  the 
Eastman     School    of    Music,    recom- 


mends instruments  by  good  French 
and  Italian  makers  of  the  late  19th 
and  early  20th  centuries.  The  reason: 
Their  authenticity  is  virtually  beyond 
question.  Moennig  agrees  that  the 
19th-centiuy  instruments  are  an  ex- 
cellent buy  because  demand  for  them 
is  catching  up  with  premier  fiddles. 

Moennig  has  one  other  piece  of 
advice  to  prospective  investors  in  old 
instruments:  "Be  a  music  lover."  Even 
if  you  don't  play  yourself,  it's  best 
to  purchase  a  good-sounding  instru- 
ment for  the  use  of  a  friend  or  rela- 
tive who  does.  For  one  thing,  a  fid- 
dle improves  with  use.  And  at  least 
you  can  enjoy  it— even  if  you  don't 
make  a  financial  killing.   ■ 


The  Gay  Way? 

Horn  &  Hardart's  pending  deal  may  be 
unorthodox,  but  a  tax  credit  is  a  tax  credit. 


Horn  &  Hardart,  of  Automat  fame, 
the  65-year-old  New  York-based  res- 
taurant chain  and  mail-order  house 
(1975  sales:  $50  million)  is  a  finan- 
cial shambles.  It  is  stuck  with  proper- 
ties in  deteriorating  Eastern  cities 
and  deeply  in  debt.  Its  $5  cumulative 
preferred  stock  is  $23.75  in  arrears. 
H&H  has  lost  $6.3  million  since  1966, 
the  last  year  it  paid  dividends. 

Chairman  Frederick  H.  Guterman, 
55,  has  been  trying  to  upgrade  the 
company's  properties  since  he  left  In- 
ternational Telephone  &  Telegraph's 
aerospace  operations  in  1972.  First 
Guterman  rounded  up  several  Burger 
King  franchises.  Then  he  signed  on 
with  South  Carolina-based  Cedric's, 
Inc.,  a  fish  'n'  chips  fast  food  chain. 
Last  year,  Guterman  decided  to  put 
discotheques   into  some  of  his   New 


York    properties    (  Forbes,    June    1 ) . 

Now  he  is  seriously  considering 
opening  gay  {i.e.,  homosexual)  clubs. 

Last  month  Guterman  and  Blueboy 
magazine  (a  kind  of  Playboy  of  the 
gay  world)  publisher  Donald  N.  Em- 
binder  formally  agreed  to  open  their 
first  gay  club  in  Miami  early  next 
year.  If  this  test  club  succeeds,  a 
dozen  or  so  could  follow.  Wharton- 
educated  Embinder  \vill  select  staff 
and  sites;  H&H,  says  Guterman,  "will 
merely  take  over  the  back-of-thc- 
house  operations— management  re- 
sponsibilities, in  other  words." 

Guterman  hopes  the  deal  will  pro- 
duce some  fast  profit  to  throw  against 
H&H's  rapidly  expiring  tax-loss  carry- 
forwards. He  also  hopes  the  move 
will  boost  H&H's  stock.  Guterman 
hasn't  made   a   dime   on    his   80,000 


Horn  &  Hardart's  Guterman:  The 

homosexual  market  is  a  big  one,  too. 

optionable  shares,  all  priced  at  $8; 
the  stock  is  at  7. 

Forbes  asked  Guterman  if  he 
thotight  H&H's  founders,  Joseph  Horn 
and  Frank  Hardart,  might  be  spin- 
ning in  their  graves  at  the  thought  of 
their  once-proud  company  being  in 
the  gay  business.  "I  don't  think  .so," 
replied  Guterman.  "It's  a  good  mar- 
ket and  we  don't  think  it  should  be 
overlooked." 

Adversity  makes  .some  strange 
bedfellows.   ■ 
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Alone 
In  The  Cockpit 

At  63,  Art  Kelly  finally  has  the  chance 
he  has  wanted:  He's  undisputed  boss 
at  Western  Air  Lines,  a  company 
that  is  stepping  out  these  days. 


It  has  been  quite  a  summer  for  Los 
Angeles-based  Western  Air  Lines. 
Western  pulled  out  all  the  stops  on 
Aug.  1  to  celebrate  service  on  its 
newly  awarded  Los  Angeles-to-Miami 
route.  After  50  years  as  a  regional  car- 
rier, Western  had  finally  gone  trans- 
continental. It  was  to  be  no  more 
"Western  Who?"  east  of  the  Rockies. 

Only  a  few  months  earlier  the  shad- 
ow of  wheeler-dealer  Kirk  Kerkorian 
was  finally  lifted  from  the  airline. 

Since  1969  Kerkorian  had  owned 
up  to  30%  of  the  airline's  12.7  million 
common  shares.  One  of  Kerkorian's 
first  moves  was  to  bring  in  Fred  Ben- 
ninger,  a  first-rate  financial  man  from 
then  Flying  Tiger  Corp.,  to  oversee 
the  running  of  Western.  Under  the 
chairmanship  of  Benninger,  who  left 
Western  in  April  when  Kerkorian  sold 
his  remaining  shares,  the  company 
was  soon  in  such  good  shape  that 
it  weathered  the  trebling  of  fuel  prices 
far  better  than  most  other  airlines.  An- 
alysts estimate  that  Benninger's  suc- 
cessor, Arthur  F.  Kelly,  should  be  able 
to  report  revenues  of  $600  million  this 
year  and  earnings  of  80  cents  a  share 
—up  from  34  cents  last  year.  This 
would  represent  a  return  of  about  8% 
on  stockhol.ders'  equity— above  aver- 
age for  an  airline  these  days. 

But  while  Kerkorian  picked  good 
managers  and  left  them  alone  to  run 
the  business,  his  mere  presence  also 
presented  problems.  His  reputation 
for  moving  into  companies  and  then 
moving  out  was  enough  to  make  peo- 


ple wonder  what  his  intentions  were 
for  his  Western  Air  Lines  sharehold- 
ings. Says  one  analyst  who  has  been 
following  the  situation:  "Investors 
knew  sooner  or  later  he  would  sell  it." 
Would  he  sell  it  to  another  airline? 
To  a  conglomerate?  In  either  case, 
what  would  happen  to  present  man- 
agement? All  these  questions  were  put 
to  rest  when  Kerkorian  finally  sold 
his  17%  controlling  block  to  the  com- 
pany itself.  His  price:  $30  million,  a 
"$5-million  premium  over  market  and 
several  million  dollars  over  book  val- 
ue. Kerkorian  apparently  got  out  about 
even  on  the  stock,  counting  seven 
years'  worth  of  dividends,  and  his 
Western  stock  helped  him  secure  sub- 
stantial personal  loans. 

Time  Is  Money 

So  Kerkorian  did  not  sell  cheaply. 
The  deal  consisted  of  a  package  of 
$7  million  in  cash  and  $23  million  in 
10%  sinking-fund  debentxires.  The 
company  was  also  required  to  pay 
the  costs  of  selling  the  debentures 
to  the  public,  another  $700,000. 
When  the  financing  was  completed. 
Western's  debt/ equity  ratio  had  risen 
from  0.8/1  to  1.3/1. 

If  the  price  was  steep,  it  could  well 
be  because  Kerkorian's  timing  was  ex- 
quisite. According  to  Chairman  Kelly, 
Kerkorian  made  it  clear  that  another 
airline  and  an  airline-related  company 
were  interested  in  acquiring  his  inter- 
est in  Western.  This  at  a  time  when 
Western  had  two  crucial  route  appli- 


Kelly  of  Western  Air  Lines.  He 

flies  his  DC-IOs  (at  $25  mil- 
lion each)  longer  each  day 
{I2V2  hours)  than  anyone 
else  in  the  business. 


cations  pending  before  the  Civil  Aero- 
nautics Board,  Los  Angeles-Miami 
and  Vancouver-Seattle.  Western  bad- 
ly wanted  both,  partly  to  leaven  its 
numerous  short-haul  routes  with  more 
efficient  long  hauls,  and  to  establish 
an  opening  wedge  in  the  East  Coast 
market.  Management  knew  the  CAB 
would  deny  both  applications  if  it 
thought  the  route  awards  would  be- 
come merger  bait  in  Kerkorian's  nego- 
tiations to  sell  out  to  another  airhne. 

Those  other  bidders  were  rumored 
to  include  the  late  Howard  Hughes  of 
Hughes  Air  West  and  Edward  Daly 
of  World  Airways.  Those  two  names, 
recalls  one  industry  insider,  "scared 
the  hell  out  of  the  people  at  Western." 

Further,  Kelly  had  painful  memo- 
ries of  his  airline's  experience  in  the 
early  1970s,  when  getting  ready  for  a 
proposed  merger  with  American  Air- 
lines brought  what  Kelly  calls  stagna- 
tion to  Western  Air  Lines  before  the 
deal  fell  through. 

Behind  all  the  fuss  is  an  airline 
with  some  basic  strengths,  but  some 
current  growing  pains.  Its  route  struc- 
ture is  handsomely  balanced  between 
summer  and  winter  vacation  travel  to 
such  places  as  Acapulco,  Las  Vegas, 
Hawaii  and  Canada  and  business 
travel  to  Alaska  and  major  West  Coast 
and  Rocky  Mountain  cities.  Because 
of  its  primarily  short-haul  routes,  it 
avoided  overbuying  of  wide-bodied 
jets  that  has  plagued  so  many  other 
carriers.  It  has  had  the  U.S.'  best  on- 
time  performance  for  four  years  run- 


FORBES,   OCTOBER   15,    1976 


63 


1 


The 
Financial 
Architect 


Hes  designing  the  best 

financial  plan 

for  his  conq)any 


And,  it's  a  lot  easier  for  him  with  the 
help  of  the  corporate  finance  officers  at 
The  Northern  Trust  Bank. 

Alan's  major  concern  is  how  to 
finance  the  growth  of  his  company. 
What  will  be  the  company's  needs  dur- 
ing the  next  few  years,  and  what  is  the 
best  way  to  meet  them. 

The  Northern  Trust's  corporate 
finance  officers  can  assist  in  determin- 
ing the  financing  requirements  of  his 


company— how  much  money  will  be 
needed,  when,  and  for  how  long. 

In  addition,  he  will  be  provided 
with  a  detailed  analysis  of  all  the  ap- 
propriate financing  alternatives.  It 
gives  the  necessary  information  to 
develop  a  sound  plan  specifically  de- 
signed for  his  company— now  and  in 
the  future.  And,  should  this  plan  in- 
clude bank  credit  or  a  private  place- 
ment of  long-term  debt,  financial  ex- 


perts at  The  Northern  Trust  can  assist 
the  company  in  raising  needed  funds. 
If  you'd  like  further  information 
about  financial  planning,  just  contact 
your  Northern  Trust  calling  officer  or 
Wendell  W.  Snider,  Jr.,  Senior  Vice 
President,  Metropolitan  Group,  or 
B.  T.  Reidy,  Senior  Vice  President, 
National  Group  at:  The  Northern 
Trust  Bank,  50  S.  LaSalle  Street, 
Chicago  60690.  (312)  630-6000. 


The  NorthernTrust  Bank 

Bring  your  financial  future  to  us. 


ning.  It  has  been  essentially  strike- 
free  since  1969. 

But  the  growing  pains  are  serious. 
Take  the  new  Miami  route.  Western's 
initial  load  factor  was  a  dismal  16% 
(the  DC- 10s  Western  is  flying  on 
the  route  break  even  at  about  45%). 
And  most  of  that  volume  reportedly 
is  at  low-yield  night-coach  discount 
rates.  Kelly  predicts  the  route  will  be 
profitable  this  year.  It  is  an  optimism 
not  widely  shared  inside  or  outside 
the  company. 

And  then  there  is  the  hotly  com- 
petitive Hawaii  route,  where  Western 
is  second  to  United.  Almost  60%  of 
Western's  new  capacity  since  1972 
has  gone  into  that  market,  which  now 
accounts  for  26%  of  the  line's  avail- 
able seats.  Yet,  since  Western  began 
the  route  in  1969,  it  has  not  been 
profitable  cumulatively.  Low  fares 
and  the  large  proportion  of  tour 
groups  flying  at  discount  rates  reduce 
Western's  yield  to  4  cents  per  mile,  vs. 
a  system  wide  7  cents.  Kelly  says  he's 
determined  to  stick  it  out  in  hopes  of 
getting  a  fare  increase  that  will  justify 
his  discount-rate  strategy. 

And  Mexico's  peso  devaluation  has 
brought  confusion  to  operating  pros- 
pects on  that  key  Western  route. 

New  Ball  Game 

To  be  sure,  the  ball  game  has  just 
begun  in  Miami.  Western  couldn't 
begin  promoting  the  route  until  a 
month  before  it  began  service  because 
Pan  Am  and  National  asked  for  a  re- 
straining order  to  block  service  while 
they  appealed  the  award.  National, 
which  had  a  monopoly  on  the  lucra- 
tive route,  immediately  put  on  a  third 
daily  roundtrip  DC-10,  giving  the 
route  one  more  such  trip  than  the 
CAB  judged  the  traffic  would  bear. 

The  potential  is  there  for  Western. 
Two-thirds  of  the  Los  Angeles-Miami 
traffic  originates  in  cities  served  by 
Western.  Miami  is  the  gateway  to  a 
heavy  Caribbean  fly/ cruise  business 
that  Western  expects  to  tap  through 
its  long-standing  alliances  with  tour 
operators  to  other  vacation  destina- 
tions. Another  plus  is  the  Vancouver- 
Hawaii  route  that  Western  began  fly- 
ing in  June  and  that  could  well  be 
profitable  this  year.  Western  has  high 
hopes  for  getting  another  long-haul 
route,  Seattle-Tokyo,  and  has  applica- 
tions pending  to  several  cities  in  the 
Midwest  and  Southeast. 

Art  Kelly,  63,  worked  his  way  up 
through  the  "ranks  (one  of  his  first 
jobs  was  cleaning  airplane  toilets)  to 
become  president  of  Western  Air 
Lines  when  Benninger  was  chairman. 
With  Kerkorian  gone,  he's  alone  in 
the  cockpit.  He  has  problems  to  face 
over  the  next  few  years,  but  he  has 
some  opportunities  as  well.   ■ 
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What's  the 

hest  reason  for 

reading  Barron's  today? 


Tomorrow. 


UP  &  DOWN 
WALL  STREET 


*.':!' JTl^tvx'jt 


Every  issue  of 
Barron's  looks 
ahead  and 
reports  ahead 
—  to  keep  you 
ahead.  Ahead 
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financial  decisions  days, 
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other  news  sources.  Barron's 
will  alert  you  to  early  invest- 
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Again  and  again,  Barron's 
anticipates  tomorrow's  head- 
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industries,  companies,  invest- 
ment vehicles  and  trends. 
You'll  find  that  Barron's 
really  knows  the  meaning  of 
covering  the  corporate.  Wall 
Street,  Washington  and  world 
arenas.  The  stock,  bond, 
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Coke  Takes 

A  Champagne  Chaser 


Coca-Cola  is  going  into  the  wine  business.  Because  it  bided 
its  time,  Coke  should  get  a  first-rate  bargain. 


It  doesn't  always  pay  to  follow  the 
crowd.  As  Atlanta's  Coca-Cola  Co. 
showed  last  month  with  its  merger 
oflFer  for  Taylor  Wine  Co.,  patience 
brings  its  own  reward. 

A  half-dozen  years  ago,  wineries 
were  in  hot  demand,  and  critics  chid- 
ed  Coca-Cola  for  not  joining  the  rush 
to  diversify  into  wines.  But  Coke— al- 
ready into  coffee,  frozen  orange  juice 
and  water-conversion  systems— wisely 
sat  on  the  sidelines,  content  to  watch 
while  Coca-Cola  Bottling  (N.Y.),  a 
wholly  separate  company,  snapped 
up  Mogen  David  and  Franzia  Broth- 
ers wineries.  PepsiCo  acquired  im- 
porter Monsieur  Henri,  and  a  pas- 
se! of  big-name  firms  like  Heublein, 
Schlitz  and  Pillsbury  invested  heavily 
to  climb  on  the  wine  wagon. 

"Wine  was  a  glamorous  thing  then," 
says  Taylor  Wine  President  Joseph 
Swarthout,  recalling  how  Wall  Street, 
in  barely  five  years,  hoisted  Taylor's 
stock  from  10  to  almost  60  in  1972. 
"They  all  thought  the  wine  business 
had  tremendous  growth  prospects." 

In  the  short  run,  at  least.  Wall 
Street  was  dead  wrong.  The  early 
1970s  recession  only  brought  a  cut- 
back in  the  growth  of  wine  consump- 
tion. Heavy  harvests  produced  a  glut 
in  grapes  as  well  as  in  wines.  And  for 
almost  three  years  now  wine  stocks 
have  been  back  in  the  cellar.  This 
summer  Pillsbury  unloaded  its  Cal- 
ifornia winery  and  took  a  $4.3-mil- 
lion  loss. 

At  press  time,  Coca-Cola  hadn't 
announced  a  firm  price  for  the  Ham- 
mondsport,  N.Y.-based  Taylor  Wine. 
But  it  may  not  need  to  offer  too  much 
above  the  $15  or  so  a  share  it  prob- 
ably agreed  to  pay  last  month  to  a 
Taylor  family  trustee  for  a  14%,  domi- 
nant block  of  stock.  That  finessed  a 


bid  by  Los  Angeles  financier  Mame 
Obernauer,  plus  a  tentative  ofi^er  from 
rival  PepsiCo,  and  was  still  only  a 
notch  or  so  above  Taylor  Wine's 
$14  book  value. 

Taylor  may  well  be  a  bargain  now 
for  several  reasons.  Unlike  many  oth- 
er wineries,  it  isn't  deep  in  debt  (only 
$9  million,  vs.  $60  million  in  stock- 
holders' equity).  It  is  profitable  (fis- 
cal 1976's  $5.6-minion  net  on  $59.6- 
million  sales  was  a  respectable  9.4% 
aftertax  return  on  both  sales  and 
equity).  And  with  Coca-Cola's 
strength  ($386  million  in  cash  alone) 
it  has  the  means  to  take  part  in  the 
boom  that  at  last  appears  to  be  com- 
ing for  wine. 

Soaring  Above  Spirits 

Wine  sales  in  the  foreseeable  fu- 
ture should  grow  8%  a  year,  vs.  less 
than  3%  for  distilled  spirits,  according 
to  Marvin  Shanken,  editor  and  pub- 
lisher of  Impact,  a  widely  respected 
wine  and  liquor  industry  newsletter. 
(Soft-drink  sales  are  growing  7%  an- 
nually. )  By  1980,  says  Shanken, 
wines  will  overtake  distilled  spirits  in 
gallons. 

What  makes  wine  a  better  bet  now 
is  that  increasingly  it's  purchased  by 
women  right  along  with  the  groc- 
eries. According  to  Progressive  Grocer, 
the  trade  publication,  35%  of  all  wine 
is  sold  in  supermarkets.  In  addition, 
more  wine  (particularly  dry  white 
wine)  is  now  being  sipped  before  din- 
ner—as a  fashionable  substitute  for  the 
Martini  and  the  Bloody  Mary. 

Modest  white  wines,  like  vodka, 
need  little  if  any  aging.  So  wineries 
don't  need  to  tie  up  capital  in  big  in- 
ventories. "We  are  very  profitable  in 
spirits,  and  hope  to  make  our  wines 
just    as    profitable,"    says    Executive 


Vice  President  Christopher  Carriuolo 
of  Heublein,  which  owns  82%  of 
United  Vintners,  one  of  the  country's 
fastest-growing  major  wineries. 

Taylor  has  been  in  the  wine  busi- 
ness since  1880.  Its  present  strength 
is  in  champagne,  and  its  Taylor  and 
Great  Western  brands  are  the  lead- 
ing labels  among  domestic  premium 
champagnes,  accounting  for  about  14% 
of  Taylor's  total  production.  In  fiscal 
1976  Taylor  sold  11  million  gallons 
of  wine,  ranking  it  sixth  among  do- 
mestic wineries  with  about  3.5%  of 
the  market. 

However,  in  recent  times  Taylor's 
share  of  market  has  slipped.  Swarth- 
out says  that's  because  Taylor  chose 
to  maintain  prices  and  protect  prof- 
itability rather  than  match  the  fierce 
discounting  of  competitors.  But  that's 
only  part  of  the  story.  Taylor  relies 
heavily  on  New  York  grapes,  which 
are  less  popular  than  California  varie- 
ties, and  it  is  weak  in  the  West.  A  fam- 
ily business,  it  preferred  paying  divi- 
dends rather  than  funding  more  ad- 
vertising or  capital  projects  like  its 
own  glass  plant.  Worse,  Taylor  is  still 
big  in  ports  and  sherries,  with  40%  of 
its  output  going  into  dessert  wines,  a 
slow-growth  segment. 

Right  now  there's  still  a  glut  of 
grapes  and  clearly  Taylor  Wines  is  no 
match  for  big  wineries  like  United 
Vintners  or  E  &  J  Gallo.  But  for  Tay- 
lor, things  should  go  better  with  Coke. 
And  for  Coca-Cola?  Wine  is  unlikely 
to  amount  to  more  than  a  drop  in  the 
bucket  compared  with  the  $3  billion 
in  sales  Coca-Cola  gets  from  its  other 
businesses.  But  Coca-Cola  is  buying 
in  when  the  market  is  close  to  the 
bottom  and  the  opportunities  for  ex- 
pansion arc  good.  For  Coke,  biding  its 
time  was  a  refreshing  pause.   ■ 
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Car  Of  The  Future 


Despite  its  present «  and  formidable  — 
problems,  the  electric  car's  rebirth  is 
as  sure  as  the  need  to  end  ^ 

our  dependence  on  imported  oil.    '^ 


"I've  got  this  electric  car  and  I  drive 
it  around  Washington  during  the  day 
and  plug  it  in  for  a  recharge  at  night. 
The  Architect  of  the  Capitol  charges 
me  about  2  cents  a  kilowatt.  I'll  have 
about  450  miles  on  the  car  and  send 
him  a  check  for  $2.50  at  the  end  of 
this  session.  When  the  electric-car  bill 
came  up,  a  lot  of  my  colleagues  asked 
me  about  it,  but  of  course  I'd  already 
given  a  lot  of  them  lifts.  I'd  see  them 
limping  along  and  I'd  say,  'Hop  into 
my  electric'  "  —Congressman  Charles 
Rose  of  North  Carolina. 

The  electric-car  bill  is  titled  the 
Electric  &  Hybrid  Vehicle  Research, 
Development  &  Demonstration  Act  of 
1976,  but  you  might  call  it  the  Mc- 
Rosewater  bill.  Congressman  Mike 
McCormack  (Dem.,  Wash.),  a  former 
government  atomic  energy  scientist, 
thought  it  up.  Congressman  Rose 
helped  sell  it  with  those  lifts,  and  Con- 
gressman Barry  Goldwater  Jr.  (Rep., 
Cal.)  helped  to  override  President 
Ford's  veto  last  month  by  convincing 


Electric  Automobiles: 

The  car  at  right  is  La  Jamais  Con- 
tente,  garlanded  after  setting  a  world 
land  speed  record  of  62  miles  per 
hour  in  1899.  Designed  by  the  Bel- 
gian Camille  Jenatzy,  the  racing  car 
required  so  many  batteries  that  it  hit 
the  scales  at  almost  4,000  pounds. 
La  Jamais'  glory  was  brief,  however, 
for  by  1902  lighter  autos  with  gaso- 
line-p\jwered  motors  had  demolished 
Jenatzy's  record.  He  then  abandoned 
electrics  but  went  on  to  win  other 
races  using  gasoline.  After  World  War 
I,  electric-car  technology  remained 
dormant,  with  autos  powered  by  the 
internal  combustion  engine  winning 
all  the  prizes.  But  lately  there  has 
been  a*  resurgence  of  interest,  with 
electrics  seen  again  on  city  streets. 
Now  more  seed  money  is  on  the  way. 
New  models  of  the  electric  automo- 
bile will  be  designed  from  the  ground 
up.  Jenatzy  would  like  that. 


This  Columbia  Victoria- 
Phaeton,  also  shown  on 
the  cover,  had  a  range 
of  30  miles,  top  speed 
of  15  miles  per  hour. 
Ladies  and  the  elderly 
used  them.  Production 
ceased  in  1907. 


conservatives  that  the  electric  car 
needed  the  government  as  a  patron. 

Forbes,  having  heard  love  songs 
to  the  electric  before,  wondered  about 
McCormack's  brainchild  and  decided 
to  take  a  closer  look.  He's  also  the 
author  of  a  demonstration  project  for 
solar  energy.  We  found  it  a  heady 
gamble,  but  the  kind  that  may  turn 
on  the  electric-car  switch  at  last. 

Step  right  up  and  get  your  electric. 
That's  what  the  Feds  will  be  saying 
as  they  try  to  create  their  first  car 
market  from  scratch.  They'll  buy 
7,500  electrics,  2,500  in  the  next  two 
years  and,  the  hope  is,  a  more  ad- 
vanced 5,000  within  four  years  after 
that.  Local  governments  will  get  them. 
So  will  ordinary  citizens.  How?  The 
salesman,  the  Energy  Research  &  De- 
velopment Administration,  isn't  sure 
yet  whether  it  will  be  done  by  lottery 


or  auction  to  the  highest  bidder.  But 
the  tab  could  reach  $160  million. 

"We'll  blanket  the  country,  put  at 
least  one  electric  in  every  congression- 
al district,"  says  McCormack,  sound- 
ing like  a  Potamkin  Cadillac  commer- 
cial on  New  York  television.  "It  will 
show  industry  that  there  is  a  market 
there,  and  they'll  move  in  plenty  fast." 

"A  fake  market,"  says  James  C.  Holz- 
warth,  technical  director  of  General 
Motors'  research  laboratories.  "The 
Government  ought  to  be  spending  its 
money  on  the  car's  basic  problem,  bat- 
teries. This  is  very  foolish." 

So  you  pays  your  money  and  you 
takes  your  choice,  electric  or  gasoline. 
Haven't  we  been  through  this  before? 
Yes,  before  World  War  II,  with  bug- 
gies like  the  Columbia.  But  the  pow- 
erful autos  powered  by  mtemal  com- 
bustion engines  using  cheap,  super- 
abundant gasoline  as  fuel  soon  out- 


Short-Circuited  After  A  Racy  Start 
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'^We've  been  using  the  internal  combustion 
engine  car  as  a  subsititute  for  sex  —  all  that 
horsepower  and  jazzy  design.  But  it's  over/ 
—  Congressman  Mike  McCormack. 


distanced  the  electrics  because  of 
greater  speed,  range  and  economy. 
There  was  another  flurry  of  interest 
in  1967  as  new  government  safety 
and  emissions  standards  went  in. 
Loads  of  prototypes— such  as  GM's 
Electrovair  whose  batteries  alone  cost 
around  $15,000— now  gather  dust. 

"We've  been  using  the  internal 
combustion  car  as  a  substitute  for 
sex— all  that  horsepower  and  jazzy  de- 
sign. But  it's  over,"  McCormack  ar- 
gues. He  may  be  premature,  but  the 
new  interest  in  the  electric  is  unde- 
niable. A  basic  concern  now  to  get  the 
dependence  on  imported  oil  off  our 
backs  showed  itself  in  the  vote  to 
override  President  Ford's  mildly  word- 
ed veto,  3-to-l  in  the  House,  over 
2-to-l  in  the  Senate. 

Interest  on  Capitol  Hill,  helped  by 
Rose's  rides,  cut  across  party  lines, 
across  interest  groups,  across  section- 
al divisions.  Barry  Goldwater  Jr.,  while 
critical  of  too  much  government  in- 
volvement during  the  bill's  drafting, 
strongly  supported  the  final  version. 
"The  electric  vehicle  simply  can't  be 
developed  as  quickly  as  it  should," 
he  said,  "unless  we  pump  more  fed- 
eral dollars  into  it." 

Dr.  J.  Thomas  Ratchford,  science 
consultant    for    the    House    Commit- 
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Early  Efforts.  The  lady  of  fashion 
could  take  a  spin  around  New  York's 
Central  Park  in  the  1900s  using  an 
electric  Grunnell  that  was  about  as 
stylish  and  well-appointed  as  she  was. 
By  the  early  1920s  electrics  were 
being  pressed  into  service  as  mass- 
transit  vehicles.  The  "rubberneck 
wagon"  at  right  could  do  20  miles  per 
hour  as  it  traveled  around  New  York 
taking  sightseers  some  15  to  20  miles 
before  recharging. 


tee  for  Science  &  Technology,  saw  let- 
ters of  support  from  business  and  la- 
bor, the  public  and  so-called  public- 
interest  groups.  Battery  companies  and 
the  utihties  were,  predictably,  big 
backers.  The  utilities  like  to  dream  of 
all  those  electric  cars  plugging  in  at 
night  for  a  recharge  during  off-peak 
load  times.  "Look  at  the  capital  ex- 
pansion costs  we'd  save,"  says  Edward 
A.  Campbell  of  the  Electric  Vehicle 
Cotmcil,  an  arm  of  the  Edison  Elec- 
tric Institute.  "We'd  serve  25  million 
electrics   and  not  add  on   capacity." 

A  little  Madison  Avenue  in  Wash- 
ington helped  too— catchy  slogans  on 
congressional  newsletters  like  "Short- 
circuit  the  electric  vehicle  veto,"  and 
"Plug  in  your  electronic  voting  card 
and  support  the  EV  override."  One 
morning  McCormack  woke  up  G. 
Rogers  Porter,  publisher  of  the  Elec- 
tric Vehicle  News  in  Westport,  Conn., 
and  soon  Porter  was  on  the  phone  for 
three  days  to  every  utility,  battery  and 
metals  company  he  thought  might  be 
interested.  There's  a  lot  of  lead  in  those 
lead  acid  batteries. 

Tangible  signs  of  support.  More 
reason  to  think,  too,  that  basic  com- 
mitments are  being  given  to  the  elec- 
tric as  a  practical  means  of  transport. 
A  division  of  American  Motors,  AM 
General,   recently  manufactured   352 


electric  delivery  vans  for  the  U.S. 
Postal  Service.  "We  make  them  on  the 
same  production  line  as  we  do  the  in- 
ternal combustion  engines,"  says  Cruse 
W.  Moss,  AM  General's  president.  "In- 
stead of  the  engine,  we  drop  in  bat- 
teries." The  Post  OflBce  could  ultimate- 
ly order  30,000.  Toyota,  taking  part  in 
a  crash  program  for  the  electric  by 
the  Japanese  government,  has  one  that 
goes  50  miles  per  hour  and  ranges  up 
to  250  miles.  General  Electric,  Chrys- 
ler and  battery  maker  ESB,  now  part 
of  International  Nickel,  have  agreed 
to  join  together  in  designing  a  four- 
passenger  electric. 

Ford  has  developed  several  proto- 
types and  has  a  big  battery  program. 
General  Motors  is  not  just  lying  there. 
CM  has  spent  tens  of  millions  in  re- 
cent years  on  batteries  and  electrics. 
Last  month,  while  one  group  of  CM 
researchers  was  telling  fellow  engi- 
neers the  electric  might  work  well  as 
a  second  family  car,  another  CM 
group  said  it  had  demonstrated  a  lith- 
ium iron-sulfide  battery  that  offered 
ranges  of  200  miles. 

The  electric  is  already  a  success  in 
some  ways,  of  course.  There  are  more 
than  half  a  million  industrial  electrics 
—lift  trucks,  farm  machines,  trash 
haulers.  The  National  Capital  Parks 
uses  a  fleet  in  Washington  and  this 
summer  cut  its  trash  pickup  costs  in 
half.  Electric  Uft  trucks  now  have 
close  to  50%  of  the  market.  Golf  cart 
battery  replacements  run  to  more  than 
a  million  a  year. 

The  Arab  oil  embargo  made  the 
electric  campy  with  auto  tinkerers. 
Ronald  A.  Benvenutti  of  Norwalk, 
Conn,  is  one  of  hundreds  of  Ameri- 
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cans  who  has  converted  internal  com- 
bustions to  electric.  His  battery-driven 
Volkswagen  Bug  costs  2  cents  a  mile 
for  kilowatts,  vs.  3  cents  a  mile  for 
gasoline.  But  the  real  savings  may  be 
in  maintenance  costs.  Recent  govern- 
ment studies  place  the  average  cost 
to  operate  an  internal  combustion 
(IC)  car  at  about  13.4  cents  a  mile 
(less  gasoline  taxes),  slightly  cheaper 
than  the  cost  of  an  electric  compact. 
The  Hertz  Corp.,  however,  says  the 
average  car  is  now  costing  about  18.9 
cents  a  mile  to  operate.  Charges  for 
maintenance,  parts  and  repairs  have 
risen  about  35%  since  1972. 

Fiddler  Yehudi  Menuhin  says  he's 
"highly  delighted"  over  his  $28,000 
electric.  His  fancy  car  with  body  by 
Fisher  goes  70  miles  per  hour,  ranges 
100  miles.  At  least  eight  small  com- 
panies now  produce  electric  cars,  vans 
or  buses,  full  time  in  the  U.S.;  a  lot 
of  them  are  much  plainer  then  Yehu- 
di's.  One  firm,  Sebring- Vanguard,  par- 
tially backed  by  Inco,  now  has  more 
than  1,500  electrics  on  the  road  and 
claims  over  100  dealers.  Teacher 
Warren  C.  Harhay  had  his  students 
in  the  Cleveland  area  convert  a  Ford 
Pinto  into  an  electric  as  a  class  proj- 
ect. Harhay  is  now  an  auto  mogul. 
His  Electric  Vehicle  Associates  turns 
out  four-passengers  cars. 

The  modern  electric  has  had  trou- 
ble hatching,  however,  without  birth 
defects.  It  has  suffered  from  a  lack  of 
imaginative  design  and  engineering. 
Even  Detroit  prototypes  have  copied 
conventional  forms  rather  than  trying 
styles  and  materials  fit  for  electric 
power.  "So  far,  the  new  ones  are 
toys,"  says  Porter  of  Electric  Vehicle 


''The  barrier  that .  .  .  research  labs  face  is 
power  per  pound  of  battery.  Today's  lead  acid 
battery  could  move  a  car  as  fast  and  far  as 
you'd  like  in  a  day^  but  would  be  too  heavy. 
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News.  His  own  little  electric  sits  mil- 
dewing in  the  backyard,  "because  I 
think  it  gives  the  wrong  idea  about 
what  the  industry  can  become."  Fact 
is,  most  electrics  around  today  are 
conversions  or  upgraded  from  golf 
carts.  "The  conversions  can  put  the 
center  of  gravity  in  the  wrong  place, 
handle  badly  and  have  little  trunk 
space  because  of  all  the  batteries," 
says  Dr.  Gene  G.  ManneUa,  the 
ERDA  administrator  overseeing  the 
electric-car  program. 

Robert  G.  Beaumont  is  president  of 
Sebring- Vanguard,  whose  Citicar  be- 
gan as  not  much  more  than  a  golf 
cart  warmed  over.  He  had  first  tried 
his  hand  at  Renault  conversions  in 
1967  and  lost  his  $30,000  investment. 
But,  redesigned  from  the  ground  up, 
the  Citicar  caught  on  at  the  1974 
Third  International  Electric  Vehicle 
Symposium  in  Washington.  There 
were  lines  at  the   gas   stations   then. 

Beaumont  thought  he  might  be- 
come the  next  Henry  Ford  for  a  while 
until  Consumer  Reports  tried  it  out 
last  year  and  found  it  "not  accept- 
able." For  one  thing,  it  said,  the  top 
speed  was  only  32  mph,  and  the 
two-seater  traveled  only  33.6  miles 
before  the  battery  was  exhausted. 
Beaumont,  with  some  money  from 
Inco,    worked    on    Citicar,    installing 


"about  29  different  improvements." 

CR  goes  after  it  again  in  this 
month's  issue  and  finds  Citicar  still  un- 
acceptable. But  other  drivers,  includ- 
ing auto  editors,  apparently  have  been 
pleased  with  the  car. 

And  characteristic  of  what's  hap- 
pening in  the  electric-car  field,  CR 
also  testified  for  the  electric-car  bill 
and  thinks  it  would  make  a  nice  sec- 
ond car  in  everyman's  garage. 

What  with  the  pressures  on  oil,  pol- 
lution and  consumer  safety,  things  are 
coming  to  a  head  for  the  Big  Four  in 
Detroit.  The  Government  wants  them 
to  hit  a  fuel  economy  standard  (av- 
erage) of  27.5  miles  per  gallon  by 
1985.  An  interagency  task  force 
studied  whether  the  industry  could 
do  that  and  still  stay  alive.  The  an- 
swer in  a  report  last  month:  Yes,  but 
it  means  a  15%  to  25%  increase  ($5 
billion  to  $10  billion)  above  normal 
capital  spending. 

In  the  light  of  that  problem,  the 
electric  becomes  increasingly  interest- 
ing to  Detroit.  Another  recent  govern- 
ment study  says  that,  as  American 
Motors  found,  electric  operations  can 
be  cheaper.  An  electric  vehicle  assem- 
bly plant  turning  out  about  250,000 
cars  a  year  would  cost  about  $850 
million,  compared  with  the  $1.2-bil- 
lion  cost  of  an  IC  plant.  And  then 


Revival.  Concern  over  growing  urban  smog  brought  a  flurry  of  re- 
newed interest  in  electrics  about  1967.  London  residents  tried  the 
Scamp  (left),  produced  by  Scottish  Aviation  Ltd.,  which  could  range 
27  miles  without  a  recharge.  Westinghouse  offered  the  Markette,  top 
speed  25  mph,  range  50  miles.  Both  are  now  out  of  production. 
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Mogul.  Teacher  Warren  Harhay's  1973  "class  project"  was  to  convert  a  con- 
ventional car  to  electric.  It  worked  out  so  well  he  went  in  business  for 
himself  and  recently  purchased  Otis'  electric-bus  operation  (below). 


maybe  the  electric  does  make  sense 
for  short-distance  driving.  "If  we 
didn't  believe  the  EV  has  a  place  some 
day,  we  wouldn't  be  working  that  dili- 
gently on  it,"  says  GM's  Holzwarth. 

The  barrier  that  the  GM  and  other 
research  labs  face  is  one  of  power 
per  pound  of  battery.  Today's  lead 
acid  batteries  could  move  a  car  as 
fast  and  as  far  as  you'd  like  to  go  in  a 
day,  but  would  be  far  too  heavy— a 
12-pound  vehicle  battery  stores  about 
the  same  energy  as  a  half-shot  glass 
full  of  gasoline.  The  nickel-zinc,  zinc- 
chlorine,  sodium-sulphur  and  lithium 
batteries  now  being  tried  out  promise 
to  double,  or  even  quadruple,  watt- 
age at  Hghter  weights. 

"The  people  wrapped  up  in  exotic 
batteries  thought  we  were  headed  for 
a  breakthrough  ten  years  ago,  but 
that  never  happened,"  says  ESB's 
President  Frederick  J.  Port.  "I'm  frank- 
ly disappointed."  But  Port,  a  prac- 
tical  man,   thinks   that   an    advanced 


lead  acid  battery  will  be  ready  in  time 
for  the  cars  being  built  from  the 
ground  up  in  the  ERDA  program. 
It  may  not  have  double  the  whack, 
but  it  will  permit  ranges  up  to  100 
miles  before  recharging.  About  80% 
of  the  cars  in  the  country  don't  travel 
more  than  26  miles  in  a  day  anyway. 

Meanwhile,  the  programs  into  the 
e.Kotics  continue.  The  Argonne  Na- 
tional Laboratory,  TRW,  Dow  Chemi- 
cal, Exxon  and  Gould  are  among  the 
serious  researchers.  Gulf  &  Western 
Industries,  in  a  joint  venttue  with 
Occidental  Petroleum,  this  winter  will 
test  in  a  postal  van  a  compact  zinc- 
chlorine  battery  it  has  been  dexelop- 
ing  for  powering  a  four-passenger  car 
by  around  1985.  "We  had  been  hop- 
ing to  marry  a  battery  of  advanced 
design  to  a  frame  designed  for  EV 
use  by  about  1980  anyway,"  says 
ERDA's  Mannella.  "The  electric-car 
bill  just  puts  more  pressure  on." 

"I  don't  think  we  will  know  if  we 


can  do  it  until  we  do  it,  so  let's  do  it," 
says  ESB's  Port. 

What  many  auto  engineers  believe 
the  process  naturally  leads  to  is  de- 
\elopment  of  a  hybrid  car  that  can 
use  its  battery  for  short  trips  in  town 
and  shift  to  an  IC  on  the  turnpike, 
while  storing  energy  in  a  flywheel  for 
later  use.  The  electricity  would  be 
for  energy-costly  stop-and-go  driving; 
the  gasoline  for  more  efiRcient  long- 
er trips. 

Other  engineers  beUeve  there  is  no 
use  spending  money  on  an  electric  car 
until  we  get  a  more  eflBcient  battery. 
Dr.  Richard  D.  Thornton,  a  profes- 
sor of  electrical  engineering  at  the 
Massachusetts  Institute  of  Technolo- 
gy, drove  an  electric  car  across  the 
U.S.  in  the  late  Sixties.  He  says  that 
for  every  90  minutes  of  driving  he 
had  to  spend  another  90  minutes 
charging  batteries.  Quite  obviously, 
Americans  are  too  impatient  to  ac- 
cept a  product  that  would  require 
so  much  attention.  With  that  ap- 
proach, you  might  as  well  go  back  to 
the  horse  and  buggy. 

Regardless  of  the  problems,  how- 
ever, the  project  is  well  worth  pur- 
suing. Even  if  there  is  little  actual 
saving  of  energy  in  converting  from 
gasoline-  to  electric-powered  cars,  the 
nation  would  gain  flexibihty.  Elec- 
tricity can  be  generated  from  coal— 
of  which  we  have  plenty— or  by  nu- 
clear power  as  well  as  by  fuel  oil: 
Gasoline,  as  things  now  stand,  can  be 
produced  economically  only  from  oil. 
In  short,  the  electric  car  could  help  re- 
store our  self-sufiRciency  in  energy, 
whose  loss  we  will  have  ample  cause 
to  regret  in  the  years  ahead.  ■ 


The   future   for   electrics    may    lie   first   in    mass   transit. 
Electrobuses  going  for  six  hours  before  battery  exchanges 


are  now  being  used  in  Long  Beach,  Calif,  and  round-the- 
clock  at  New  York's  new  Roosevelt  Island  project. 
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General  Telephone  &  Electronics,  One  Stamford  Forum,  Stamford,  Conn.  06904 


We're  helping 

the  whole  world 

pull  Itself  together. 

Microwave— that's  our  dish. 
We're  at  work  all  over  the 
world.  Through  microwave 
systems,  we've  strengthened 
communications  in  eighty- 
four  countries. 
Phone  calls,  TV  programs 
and  data  can  be  beamed 
from  tower  to  tower  over 
long  distances.  It  isn't 
necessary  to  stretch  tele- 
phone cables  across 
mountains,  rivers,  seas 
and  deserts. 

More  and  more  countries 
are  communicating  with  each 
other  through  microwave. 

So  when  somebody  says, 
"It's  a  small  world,"  you  can 
be  sure  microwave  had  some- 
thing to  do  with  it. 


lyiOi^lTH 


At    MAPCO,     the 
upward  trend  continues. 
In  the  first  six  months,  net 
income  rose  14%  to  $26,114,000, 
or  $1.40  per  share,  compared  to 
$22,968,000,  or  $1.23  per  share,  in  the 
same  period  a  year  ago. 

To  learn  more  about  this  scrappy  little 
pipeline  company  that  became  a  substantial 
diversified  energy  company,  write  for  our 
latest  report. 
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But  Who's 
In  Charge? 

How  true  is  Drucker's  thesis 
of  pension-plan  socialism? 

Abbie  Hoffman  in  his  Yippie  prime 
'  would  have  laughed.  So  would  Lenin 
and  a  host  of  other  revolutionaries. 
But  management  consultant  pundit 
Peter  F.  (for  Ferdinand)  Drucker  is 
serious:  The  U.S.  is  the  most  socialis- 
tic of  the  non-Communist  countries. 
In  his  latest  book,  The  Unseen  Revo- 
lution: How  Pension  Fund  Socialism 
Came  To  America,  Drucker  claims 
that  some  35%  of  the  stock  in  all  pub- 
hcly  held  companies  is  owned  by  em- 
ployee pension  funds— clear  owner- 
ship of,  and  control  over,  the  means 
of  production  by  the  workers. 

The  book's  reviewers  by  and  large 
bought  the  argtiment.  "An  important 
book,"  said  The  New  Yorker.  But 
Frederic  Hickman,  formerly  Assistant 
Secretary  for  Tax  Policy  at  the  Trea- 
sury, now  a  tax  lawyer  in  Chicago 
and  no  slouch  on  pension  laws,  was 
not  so  impressed.  Drucker's  claims  for 
America  the  Socialistic,  asserts  Hick- 
man, are  .  .  .  well,  silly,  "like  saying 
the  depositors  have  become  the  own- 
ers of  the  U.S.'  banks." 

Hickman  rebuts  Drucker  by  saying 
that  less  than  25%  of  the  country's 
pension  assets  are  accounted  for  by 
"defined  contribution"  plans— mean- 
ing plans  where  workers'  benefits  vary 
with  a  fund's  performance.  The  other 
75%-plus  is  socked  away  in  "defined 
benefit"  plans.  In  these  plans,  a  work- 
er owns  no  more  than  a  claim  against 
the  fund  assets  for  a  specified  amount 
when  he  retires.  And  that's  all.  The 
workers  do  not  own  the  underlying 
equities.  They  don't  vote  the  stock. 
They  don't  control  the  companies.  "I 
don't  see  much  ownership  of  the 
means  of  production  by  the  workers," 
says  Hickman. 

Drucker's  reply  to  Hickman's  ob- 
jections is  that  the  book  is  talking 
about  real  political  and  economic 
power,  not  about  legal  niceties.  In 
that  sense,  Drucker  certainly  has  a 
point.  While  the  individual  worker 
may  not  have  a  voice,  the  transfer 
of  ownership  from  well-to-do  individ- 
uals to  pension  plans  certainly  changes 
things  in  our  society.  If  Drucker  is 
right  that  new  laws  emerge  to  meet 
new  political  and  economic  realities, 
then  in  the  end  the  legal  niceties  may 
well  change  to  accommodate  the  new 
pension  situation.  Hopefully,  so  will 
the  worker's  attitude  toward  his  job 
and  his  company.  ■ 
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''We  do  it  better.  We  do  it  for  less... 
wlien  it  comes  to  liandling  portfolio  securities 

and  shareholder  accounts^f or 
investment  companies. 


If  this  sounds  like  any  sort  of 
empty  claim,  I'll  be  glad  to  prove  it 
isn't.  I'm  John  Hood.  And  you  can 
give  me  a  call. 

Why  is  The  First  one  of  the  larg- 
est custodians  of  investment  com- 
panies in  the  U.S.?  I'm  convinced 
that,  in  short  order,  I  can  show  you. 

I'll  show  you  how  your  firm,  like 
so  many  others,  can  stretch  dollars 
through  our  free  cost  analysis.  I'll 
tell  you  about  our  expertise-  over 
40  years  in  the  business.  About  our 
reliability-over  200,000  share- 


holder accounts,  over  $3.5  billion  of 
investment  company  assets.  About 
ourconvenience-a  large  corre- 
spondent network  both  here  and 
overseas,  plus  a  dedicated  securi- 
ties-clearance facility  in  New  York 
(resulting  in  cleaner  settlements 
and  faster  income  collection). 

If  you're  still  not  convinced, 
I  just  might  get  into  listing  some 
special  features  of  our  services:  our 
on-line  shareholder  accounting  (for 
limited  partnerships,  too),  our  sys- 
tems for  handling  qualified  benefit 
plans,  our  stock  lending,  options 
trading,  and  additional  capabilities- 


including  full-fund  bookkeeping 
and  portfolio  pricing. 

How  can  we  offer  all  this  and 
still  bring  in  the  bottom  line  under 
the  competition?  One  of  the  most 
significant  reasons  is  our  unique 
fee  structure-a  distinct  advantage. 

But  get  the  reit  of  the  dollar- 
stretching  story.  And  a  free  compar- 
ison of  our  fees  against  "theirs."  Give 
John  Hood  a  call  at  (617)  434-6627. 
In  New  York,  call  OX  5-2370, 
ext.  6627. 


For  dollar-stretching  ideas...weVe  the 
first  people  to  talk  to(^^The  First 

THE  FIRST  NATIONAL  BANK  OF  BOSTON 


Wilson  Of  Memorex.  Off  the 

critical  list,  and  now  turned 
around,  seeking  acquisitions. 


i^^% 


The  Lesser  Risk 

In  a  sporty  business  like  computer  peripherals, 
Memorex'  Bob  Wilson  believes  that  taking  a  risk 
is  sometimes  less  risky  than  doing  nothing. 


Robert  C.  Wilson,  chairman  and 
president  of  Memorex  Corp.,  the  Cali- 
fornia manufacturer  of  magnetic  tape 
and  computer  peripherals,  likes  to 
compare  his  business  to  an  airplane 
flying  in  a  wind  tunnel  with  a  propel- 
ler driving  the  wind  faster  and  faster 
—if  you  stop  flying,  you  get  blown 
out  the  back,  "And  if  you  don't  fly 
faster  all  the  time,"  he  adds,  "you 
lose  your  competitive  position." 

Aerospace  analogies  came  natural- 
ly to  Wilson.  He  once  headed  Rock- 
well International's  commercial  prod- 
ucts operations.  But  this  particular 
analogy  goes  a  long  way  toward  ex- 
plaining why  Memorex,  which  is 
barely  off  the  critical  list  financially 
after  an  ill-advised  entry  into— and 
exit  from— the  mainframe  business, 
has  announced  that  it  is  actively  seek- 
ing new  acquisitions. 

Risky?  Three  years  ago  other  com- 
panies were  bidding  to  buy  pieces  of 
the  nearly  bankrupt  company.  In 
1973,  when  the  impact  of  its  main- 
frame misadventure  was  at  its  worst, 
it  lost  $119  million  on  revenues  of 
$177  milhon.  Memorex  is  once  again 
in  the  black,  but  for  a  company  that 
still  has  $165.5  million  in  long-term 


debt,  a  negative  common  share- 
holders' equity,  and  a  track  record 
for  plunges  into  areas  where  it  doesn't 
belong,  an  acquisition  program 
sounds  chancy,  if  not  downright  sui- 
cidal. But,  argues  Wilson,  "Standing 
still  is  a  risk  sometimes  too.  The  ques- 
tion is:  Which  risk  is  the  lesser  risk 
and  which  is  the  greater  reward?" 
Certainly  Wilson  himself  is  not  one 
to  stand  still.  His  credentials  as  a 
"turnaround"  man  are  solid.  Memorex 
recruited  him  two  years  ago  from 
Collins  Radio,  which  he  led  from  a 
$64-million  loss  in  1972  to  a  $13-mil- 
lion  profit  in  1973.  A  handsome,  hard- 
driving  man  of  56  who  regards  the 
workweek  as  seven  days  long,  he 
has  moved  Memorex  to  the  point 
where  it  earned  a  record  $18  mil- 
lion for  the  first  six  months  of  1976 
(on  sales  of  $160  million),  has  paid 
off  more  than  $135  million  in  debt 
and  still  has  $38.5  million  in  cash  to 
help  finance  new  acquisitions.  In  ad- 
dition, its  stock,  which  had  sunk  to 
less  than  2  following  its  delisting 
from  the  New  York  Stock  Exchange 
in  1973  (it  had  sold  as  high  as  173), 
has  bounced  back  to  21,  due,  in  large 
part,  to  Wilson's  reputation  as  a  mir- 


acle worker.  "I  have  always  wanted 
to  make  acquisitions,"  says  Wilson. 
"Now  we're  in  the  position  to  do  so." 

Memorex,  in  the  main,  sells  periph- 
eral equipment  to  owTiers  of  large 
central  computers.  Wilson,  according- 
ly, will  probably  try  for  small,  cash- 
short  companies  in  the  communica- 
tions area.  These  would  enable  him 
to  service  more  of  the  growing  mar- 
ket for  minicomputers  and  other  re- 
mote terminal  equipment.  In  one  of 
his  cost-cutting  moves,  Wilson  cut 
Memorex'  research  and  development 
budget  from  6.3%  of  sales  to  3.5% 
because  he  believes  that  he  can  get 
the  maximum  leverage  for  his  money 
by  buying  a  lot  of  the  technology 
he  needs.  "We're  spending  the  mon- 
ey where  we  think  it  does  our  cus- 
tomers the  most  good,"  he  argues. 
"When  we  buy  our  semiconductors 
from  the  semiconductor  houses,  we're 
buying  their  R&D  along  with  it." 
The  same  thinking  would  hold  true  if 
he   were   buying   a  whole   company. 

In  terms  of  his  lesser-risk  theory, 
Wilson  may  have  a  point.  With  the 
large  cash  outlay  involved  in  develop- 
ing his  own  capability  in  an  area  as 
rapidly  changing  as  the  data  process- 
ing area,  it  may  indeed  be  cheaper, 
and  less  risky,  to  go  outside  and  buy 
products  already  proved  in  the  mar- 
ketplace, including  the  knowhow  be- 
hind them.  Memorex  bombed  in  the 
mainframe  business  because  it  didn't 
have  enough  money  to  keep  it  going. 
Wilson  clearly  doesn't  intend  to  re- 
peat that  mistake. 

What  about  Memorex'  massive  $3- 
billion  suit  against  International  Busi- 
ness Machines,  which  was  initiated 
under  Wilson's  predecessor?  "We 
think  it's  a  good  investment,"  Wilson 
says.  The  cost  to  the  company  in  legal 
fees  may  well  be  less  risky  than  letting 
IBM  continue  its  inroads  into  the 
market  unopposed. 

When  Wilson  took  over  Memorex, 
it  looked  like  a  high-risk  situation. 
But  so  far,  everyone  seems  to  be  win- 
ning. Estimates  are  that  Memorex  will 
earn  $4.30  a  share  this  year,  before 
tax-loss  carryforwards,  which  is  more 
than  it  has  earned  any  year  in  its  15- 
year  history.  Bank  of  America,  Mem- 
orex' major  creditor  (which  helped 
recruit  Wilson),  is  getting  its  loans  re- 
paid. And  Wilson?  His  five-year  con- 
tract calls  for  a  $200,000  annual  sala- 
ry—guaranteed by  Bank  of  America- 
plus  performance  incentives  of  up  to 
$400,000  in  annual  bonuses  and  re- 
tirement benefits.  In  addition,  he  has 
stock  options,  which  to  date  have 
given  him  a  profit  (on  paper,  at  least) 
of  over  $1  million.  So  when  Wilson 
speaks  of  the  lesser  risk  and  the  great- 
er reward,  it  would  appear  that  he 
knows  what  he's  talking  about.   ■ 
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statistical  Spotlight 


Lovable  But  Unloved 

Here  are  30  stocks  that  deserve  better  treatment  than  the 
market  has  been  giving  them. 


How  would  you  like  to  invest  your 
money  at  a  20%  annual  return,  com- 
pounded? You'd  probably  jump  at  the 
chance,  provided  the  risk  wasn't  for- 
bidding. The  stocks  listed  below  of- 
fer, in  effect,  such  returns.  There  are 
30  of  them,  all  over-the-counter  or 
listed  on  the  American  Stock  Exchange. 
To  qualify  for  the  list,  a  company  had 
to  show  a  good  growth  rate  along 
with  a  low  price/earnings  ratio.  They 
sell,  on  average,  at  around  five  times 
latest  12-month  earnings.  Put  another 
way,  in  just  five  years  their  earnings, 
if  sustained,  will  equal  the  price  of  the 
stock— more  if  earnings  grow,  for 
which  many  of  them  will. 

Of    course,     the    investor    doesn't 
get  the  full  amount  of  the  earnings 


in  cash;  the  dividend,  if  any,  usually 
comes  to  only  a  small  percentage.  But 
if  the  managements  reinvest  the  prof- 
its wisely,  the  earnings  should  grow: 
Money  compounded  annually  at  20% 
doubles  in  just  four  years,  sextuples 
in  ten.  Of  course,  not  many  of  the 
companies  will  produce  such  consis- 
tent earnings  gains,  but  the  arithmetic 
shows  the  possibilities.  Thus,  even  if 
price/earnings  ratios  don't  improve, 
earnings  gains  alone  could  guarantee 
handsome  profits. 

And  there's  a  kicker:  Some  of  these 
companies  may  yet  be  acquired  if  an 
irresistible  offer  were  to  come  along 
—but  not  at  five  times  earnings.  Take 
the  recent  case  of  Gray  Tool  Co.  The 
oil-field  equipment  maker  initially  was 


included  in  this  list  when  its  P/E  was 
just  over  five  back  in  early  Septem- 
ber. Then  a  takeover  bid  by  Petro- 
lane.  Inc.  sent  its  stock  soaring.  Gray's 
board  would  not  even  consider  an  of- 
fer of  $30  a  share  (well  above  its 
recent  price  of  17  and  roughly  ten 
times  latest  12-month  eai'nings),  say- 
ing publicly,  "It  stands  to  reason  that 
if  Petrolane  is  now  willing  to  offer  $30 
a  share  for  our  stock,  it  must  see  a 
value  substantially  higher  and  must 
be  convinced  that  the  shares  are  worth 
more."  That's  typical  takeover  jargon, 
but  you  get  the  point. 

Why  are  these  30  stocks  so  cheap? 
In  some  cases,  the  market  may  be 
saying  that  they  are  reaching,  or  ap- 
proaching, their  limits  of  growth.  But 
in  many  more  cases,  the  stocks  are 
simply  victims  of  the  current  struc- 
ture of  the  stock  market.  It  is,  chiefly, 
an  institutional  market,  and  most  of 
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Affiliated  Hospital  Products 

ASE 

6 

16% 

27% 

4.9% 

$  38 

8 

$14 

American  Precision  Inds 

ASE 

5 

25 

92 

4.5 

20 

6% 

6 

Donnkenny 

ASE 

3 

19 

16 

4.4 

55 

6V8 

9 

Duriron  Co 

OTC 

5 

22 

33 

7.5 

83 

13V4 

37 

Electronic  Engineering 

ASE 

G 

19 

D-P 

7.3 

18 

9% 

9 

E.C  Ernst 

ASE 

5 

25 

29 

2.2 

110 

83/4 

13 

Essex  Chemical 

^SE 

6   • 

22 

NM 

5.1 

49 

71/2 

15 

Fair  Lanes 

OTC 

7 

23 

24 

7.6 

38 

8V8 

19 

Federal  Screw  Works 

OTC 

5 

30 

44 

10.8 

39 

181/2 

22 

Frantz  Manufacturing 

ASE 

6 

15 

18 

7.0 

36 

15V4 

15 

Gabriel  inds 

ASE 

6 

16 

30 

4.6 

42 

9% 

12 

P.H.  Clatfelter 

ASE 

5 

15 

75 

10.7 

80 

29V4 

57 

Globe  Inds 

ASE 

4 

53 

32 

9.9 

44 

13 

26 

Great  American  inds 

ASE 

4 

16 

D-P 

5.3 

34 

51/8 

8 

Hess's 

OTC 

3 

15 

35 

2.5 

94 

61/4 

8 

Howell  Inds 

ASE 

3 

44 

NM 

8.3 

28 

5 

8 

Jeannejtte  Corp 

ASE 

6 

16 

31 

5.5 

43 

1078 

16 

Mark  Controls 

ASE 

6 

41 

54 

8.4 

71 

233/8 

39 

Martin  Processing 

ASE 

6 

34 

43 

7.2 

94 

21 

41 

Mego  international 

ASE 

5 

66 

69 

9.3 

56 

14V8 

29 

Ohio  Brass  Co 

ASE 

3 

22 

58 

7.1 

105 

35% 

27 

O'SulIivan  Corp 

ASE 

6 

17 

31 

4.8 

29 

11 

13 

Park  Chemical 

ASE 

6 

17 

22 

6.0 

8 

97/8 

3 

Phoenix  Candy 

OTC 

5 

56 

36 

7.7 

16 

81/2 

9 

Raymond  Corp 

OTC 

5 

16 

29 

6.0 

52 

123/4 

17 

S&SCorp 

OTC 

5 

56 

36 

13.1 

49 

153/4 

34 

SGL  inds 

ASE 

5 

13 

23 

4.4 

30 

65/8 

7 

Sunair  Electronics 

ASE 

6 

15 

14 

12.2 

10 

81/4 

9 

Technical  Tape 

ASE 

4 

25 

35 

4.3 

46 

31/8 

9 

Wichita  Inds 

ASE 

5 

44 

NM 

23.9 

3 

25/8 

5 

D-P-Deficit  to  Profit.        NM-Not  Meaningful 

;  growth  rate  over  100%. 
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statistical  Spotlight 


these  companies  have  too  few  shares 
outstanding  to  be  interesting  to  invest- 
ing institutions.  As  for  individual  in- 
vestors, badly  burned  in  small  stocks 
and  new  issues  in  the  late  Sixties  and 
early  Seventies,  they  just  aren't  inter- 
ested. They  have  gone  to  sleep. 

"The  managements  of  many  little 
companies  are  frustrated  as  hell,"  says 
Jack  Kawa  of  Wheat  First  Securities. 
"They  think  they're  doing  a  damn 
good  job,  but  they're  not  getting  any 
recognition  for  it." 

"Any  smallish  company  that  has 
survived  the  past  four  or  five  years 
intact  is  now  a  lean  company,  ba- 
sically," says  Frederick  Rittereiser, 
managing  director  of  OTC  specialty- 
house  Troster,  Singer  &  Co.  "The  trou- 
ble  is   that,   under   the   new   ERISA 


rules,  all  the  money  managers  in  the 
country  are  worried  about  losing  their 
jobs.  So  the  secondary  market  has 
been  lagging  for  a  very  fundamental 
reason:  The  guys  who  can  make  the 
decisions  are  afraid  to  buy  these 
stocks." 

You  can't  say  that  the  market  has 
completely  overlooked  all  of  the  com- 
panies shown  in  our  table.  Take  Mark 
Controls,  which  is  run  by  an  ambi- 
tious young  engineer  named  Gary 
MacDougal  (Forbes,  Mar.  15).  Its 
stock  has  risen  all  the  way  from  1% 
in  1973  to  23?^  now.  But  with  Mark 
Controls'  most  recent  12-month  earn- 
ings of  $4.09  per  share,  that's  a  P/E 
ratio  of  only  six.  Mark  looks  like  it  still 
has  plenty  of  solid  growth  ahead:  It's 
a  leading  maker  of  industrial  valves 


and  equipment,  mainly  for  the  petro- 
leum industry  and  power  plants.  The 
best  part  is,  it  doesn't  matter  to  Mark 
Controls  whether  nuclear,  fossil  fuel 
or  solar  energy  winds  up  on  top.  Any 
type  of  power  plant  needs  valves,  and 
Mark  Controls  can  supply  them  all. 
«  To  give  you  a  better  idea  of  the 
quality  of  some  of  the  companies  in 
our  list,  Forbes  took  a  close  look  at 
five  of  them,  starting  with  Phoenix 
Candy  Co.  below.  In  almost  all  cases, 
the  handful  of  analysts  who  follow 
the  companies  warned:  Be  careful  in 
placing  orders,  because  only  a  small 
number  of  shares  are  publicly  traded. 
But  they  also  agreed:  At  their  cur- 
rent low  multiples,  these  stocks  are 
among  the  most  undervalued  in  to- 
day's market. 


Klein  Of  Phoenix  Candy:  Turning  seasonal  taffy  into  a  year-round  goody. 


A  Slow  Chew 

Children  seem  to  love  Phoenix  Can- 
dy's Now  &  Later  taffy  a  lot  better 
than  inv'estors  like  Phoenix'  stock, 
which  sells  at  a  piddling  four  times 
earnings.  The  only  thing  holding  back 
Phoenix'  profits  is  its  capacity  to  pro- 
duce Now  &  Later  as  fast  as  the  kids 
can  eat  it.  But  maybe  "holding  back" 
isn't  the  right  phrase:  Phoenix  last 
year  earned  an  astounding  56%  on  its 
stockholders'  equity. 

Phoenix  got  started  in  1953  when 
Joseph  Klein,  the  current  president, 
now  48,  and  his  late  father  Harry  pur- 
chased a  little  Brooklyn  candy  com- 
pany. For  about  ten  years,  the  Kleins 
made  a  fair  living  selling  around 
$400,000  a  year  worth  of  Atlantic 
City-style  salt  water  taffy,  peanut  brit- 
tle and  Halloween  candy.  Then  in 
1962  inspiration  struck. 


"In  the  salt  water  taffy  and  Hallo- 
ween candy  business,  you  work  ten 
months  a  year  and  ship  two  months 
a  year,  so  you  need  a  lot  of  capital 
and  you're  constantly  building  inven- 
tories," says  Klein.  "We  decided  that 
the  secret  of  this  business  would  be 
something  you  could  ship  year-round 
and  get  paid  for  in  ten  days."  The 
result  was  Now  &  Later,  which  may 
just  be  the  best  candy  bargain 
around;  for  10  cents  you  get  close  to 
30  minutes  of  tasty  chewing  from  the 
nine  beige-colored  squares  of  taffy  that 
make  up  a  package.  (Hence  the 
name— you  don't  consume  it  all  at 
once.)  The  Kleins  test-marketed  their 
product  in  New  York;  it  was  an  in- 
stant hit. 

Before  long,  the  Kleins  were  manu- 
facturing Now  &  Later  on  a  machine 
they  purchased  in  Germany,  which 
produced  150  10-cent  bars  a  minute. 


Trouble  was,  the  machine  had  been 
installed  improperly,  and  no  one  at 
Phoenix  spoke  German.  The  machine 
limped  along  for  three  years  until  a 
German-speaking  plant  manager  fixed 
it  in  1966.  "In  September  or  October 
of  that  year,  the  product  took  ofiF," 
Klein  recalls.  "From  then  on,  we  were 
buying  one  or  two  machines  a  year." 
They  went  public  in  1972,  primarily 
to  buy  new  machinery  and  expand 
the  plant.  "We  had  a  tiger  by  the  tail 
and  we  had  to  keep  up  with  it,"  Klein 
says  happily. 

Today  Phoenix  has  16  machines 
that  run  two  shifts  a  day,  six  days 
a  week— and  it  still  has  an  eight-week 
backlog  of  orders.  In  1975  it  sold  $16 
million  worth  of  candy,  90%  of  it  Now 
&  Later,  and  earned  $1.2  million— 
$1.20  per  share,  with  hardly  a  dime  of 
long-term  debt.  That  was  up  from  19 
cents  a  share  in  1974,  when  sugar 
prices  were  sky-high.  This  year,  with 
sugar  prices  in  the  basement  and 
likely  to  stay  there  for  a  while,  Phoe- 
nix should  earn  between  $2  and  $2.50; 
one  analyst  thinks  1977  per-share  net 
could  rise  all  the  way  to  $3.25. 

With  all  the  cash  Phoenix  has  gar- 
nered recently— it  started  1976  with 
cash  items  of  $2.4  million  {vs.  total 
company  liabilities  of  only  $2.3  mil- 
lion)—Phoenix  will  expand  its  capacity 
this  year  and  next,  adding  on  four 
new  German  machines.  Klein  jokes 
that  he  also  needs  to  expand  his  stor- 
age spac^  to  make  room  for  all  the 
enthusiastic  letters  kids  write  thank- 
ing him  for  his  candy.  The  outside 
stockholders,  who  own  20%  of  Phoe- 
nix stock,  are  not  of  course  writing 
letters  like  that,  but  that's  the  stock 
market's  fault,  not  Phoenix'. 
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Business  is  highballing 
on  Southern  Pacific! 


We  must  be  on  the  right  track 


S331 


.m' 


.i-.  V-- 


Our  country's  improving  economy  is 
only  part  of  the  reason  for  the  big 
traffic  increases  we're  carrying  on 
Southern  Pacific  this  Bicentennial  year. 

Equally  important  are  SP's  innovations 
in  rate-making,  faster  schedules  and 
more  efficient  services  for  our  customers. 

Incentive  rates  encourage  larger  loads 
that  move  more  economically.  Money- 
saving  "unit  trains"  carry  huge  loads  of 
one  commodity  like  coal,  oil,  grains 
and  fresh  produce.   Competitive  rates 
and  schedules  help  balance  east  and 


westbound  traffic.  "Mini-bridge" 
arrangements  with  container  steamship 
lines  have  increased  this  intermodal 
traffic  to  Gulf  Coast  and  Eastern 
destinations  by  93%  this  year. 

And  where  our  trains  don't  go,  our 
trucking  subsidiaries  do— serving 
27,000  route  miles.  SP's  petroleum 
pipelines,  like  our  trains,  are  helping 
conserve  this  precious  energy  resource. 

Our  new  coast-to- 
coast  microwave      WAT  /  |,  a_^       1        r        mt        t     , 

communications    Were  making  tracks  for  the  future. 


company  (SP  Communications)  is 
saving  money  for  businesses  needing 
private  voice,  data  transmission  or 
facsimile  services. 

In  short,  we  aim  to  provide  the 
nation  with  the  most  efficient,  reliable 
and  economical  services  possible. 
And  we're  doing  it. 

Southern  Pacific. 
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A  Cash  Business 

To  LOOK  at  Fair  Lanes's  languishing 
stock,  you'd  never  know  there's  a 
bowhng  boom  going  on  (Forbes, 
June  15).  The  $38-niillion  (sales) 
company  owns  a  chain  of  62  bowling 
alleys,  most  of  them  in  the  Baltimore- 
Washington  area,  which  makes  it  the 
biggest  chain  besides  the  one  owned 
by  Brunswick  Corp. 

Fair  Lanes  Chairman  Sydney  M. 
Friedberg  has  seen  a  lot  of  action  in 
the  bowling  business;  he  started  the 
company  as  a  100-lane  operation  in 
Baltimore  in  1923.  He  kept  the  com- 
pany in  the  black  during  the  dismal 
Sixties  by  wisely  concentrating  his  al- 
leys in  the  Baltimore-Washington  area 
instead  of  spreading  them  all  over  the 
map.  Fair  Lanes  recently  marked  its 
11th  straight  year  of  record  sales  and 
profits,  with  earnings  per  share  up 
29%,  to  $1.21.  Fiscal  1977,  say  an- 
alysts, will  be  the  12th  straight  rec- 
ord year,  with  per-share  net  expected 
at  around  $1.45.  The  company  plans 
to  open  five  or  six  new  bowhng  cen- 
ters this  year,  and  its  15  restaiu'ants 
and  four  tennis  clubs  should  also  im- 
prove over  1976's  results. 

A  typical  investor  looking  at  Fair 


Friedberg  Of  Fair  Lanes:  Negative  working  capital  is  no  problenn. 


Lanes's  balance  sheet,  however,  might 
flee  in  terror:  The  company  recently 
had  a  working  capital  deficiency  of 
$2.8  milhon,  with  current  assets  of 
$6.8  miUion  and  current  habihties  of 
$9.6  miUion.  Trouble?  Not  at  all.  Fair 
Lanes  has  operated  with  negative 
working  capital  for  virtually  its  entire 
50-year  existence.  "It's  the  nature  of 
the  business,"  says  Edmund  Hoey,  the 
company's  president.  "CXu*  current  as- 
sets are  almost  entirely  cash."  That 
makes  sense;  people  pay  on  the  spot 
when  they  go  to  a  bowhng  alley,  so 


the  company  books  no  receivables.  In- 
ventory? WTio  needs  it,  when  you're 
selhng  mostly  playing  time,  not  fin- 
ished products? 

But  business  is  so  good  these  days 
and  cash  building  up  so  fast  that  when 
its  annual  report  comes  out  shortly 
Fair  Lanes  will  show  the  first  positive 
working  capital  in  a  long  time.  But 
the  stock  market  couldn't  care  less. 
Fair  Lanes  stock,  which  sold  as  high 
as  25  times  earnings  in  February  of 
1969,  just  sits  there  around  8,  a  sad 
seven  times  earnings. 


Polished  Brass 

Even  if  Ohio  Brass  Co.'s  earnings 
drop  40%  this  year  from  their  1975 
peak  of  $10.07  a  share,  1976  will 
still  be  the  company's  second-best. 
Very  private  for  a  pubUc  company- 
it  has  only  742,303  shares  outstand- 
ing—Ohio Brass  is  a  study  in  under- 
valuation. It  has  a  book  value  of  $53 
a  share,  but  trades  at  36,  in  spite  of 
favorable  business  prospects. 

Founded  in  1888  as  a  hamessware 
foundry  by  Chairman  Roger  A.  Black's 
father,  Ohio  Brass's  product  mix  re- 
mains  stolid  and  un glamorous:    elec- 


tric power  transmission  and  distribu- 
tion apparatus  mainly,  such  as  high- 
voltage  porcelain  insulators  used  by 
utilities.  It  also  makes  electrical  equip- 
ment for  rapid  transit  systems  and  un- 
derground mining,  and  an  array  of  in- 
dustrial and  commercial  bronze  valves. 
Until  recently,  its  markets  fairly  "un- 
dulated," in  the  words  of  Vice  Presi- 
dent B.H.  Little,  reflecting  serpentine 
utility  spending  plans. 

Any  problems?  Of  course.  For  years 
little  ($105-million  sales)  mid- Ameri- 
can Ohio  Brass  faced  fierce  Japanese 
competition  in  its  utility  markets.  Only 
by  the  skin  of  its  outstanding  service 


Ohio  Brass  Valves  And  President  William  Cress:  A  dull,  profitable  business. 


did  the  company  hold  onto  customers 
and  market  share.  Sales  plodded  along 
in  the  $60-million-to-$70-million  range 
for  six  or  seven  years.  Earnings  fell 
four  years  in  a  row. 

But  that  problem  has  receded.  De- 
valuation of  the  dollar  and  Japanese 
inflation  have  eroded  the  former  Jap- 
anese advantage.  Meanwhile,  induced 
by  the  Organization  of  Petroleum  Ex- 
porting Countries,  coal  mining  activi- 
ty has  picked  up.  Sales  in  1973 
jumped  11%,  another  19%  in  1974,  a 
further  16%  in  1975.  Net  income  did 
better  than  sales,  up  500%  in  1974, 
and  nearly  doubling  in  1975,  to  $7.4 
milhon.  Return  on  equity  moved 
from  4%  in  1972  to  22%  last  year. 

While  the  utilities  have  not  as  yet 
embarked  on  any  huge  expansion 
programs,  Ohio  Brass  is  in  a  fine  po- 
sition for  when  they  do. 

It's  a  solid  little  company  with  ev- 
ery sign  of  staying  that  way.  Long- 
term  debt  is  low,  just  4%  of  equity; 
cash  items  are  $7.50  per  share.  At 
the  end  of  six  months,  sales  were 
down  15%,  but  earnings  were  up  25%. 
Both  sales  and  earnings  may  be  off 
slightly  at  the  end  of  the  year,  but 
that's  more  than  discounted  in  the 
current  price.  ■ 
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IHE  BUSINESS  FAIN  PnHEY  BOWES  CAN  REMOVE 


IG  AND  SnCKING 
STAMPS. 

Over  and  over  and  over  again. 
Treatment:  Bypass  the  mes- 
siness  and  inefficiency  of  both.  Meter  stamp  your 
mail,  even  parcels,  with  a  Pitney  Bowes  postage 
meter  mailing  machine.  It's  much  faster.  And  you 
can't  lose  a  meter  stamp. 

SYIillPnHIIIS'3&''4:  FOLDING 
ANDSmimNGBYHAND. 

Over  and  over  and  over  again. 

Treatment:  Do  it  by  Pitney  Bowes  Folder-Inserter. 
And  free  people  for  more  interesting  work.  Folds  com 
pletely  flat  in  exactly  the 
right  place  every  time. 
Makes  even  multiple  inser- 
tions. All  at  high  speeds. 


SYMPTUIIII'Z: 
TYPING  AND 
RETYPING  ADDRESSES. 

Over  and  over  and  over  again. 

Treatment:  Bypass  the  tedium  with  a  Pitney 
Bowes  Addresserprinter  System.  Put  each  address 
on  a  metal,  plastic,  or  type-it-yourself  foil  plate 
once.  Then  imprint  those  addresses  whenever  you 
need  them. 


SY1IIIPT0IIIIS''5&''6: 
COPYING  AND  THEN  COLLAnNG 
BY  HAND. 

Over  and  over  and  over  again. 
Treatment:  Make  37 
sharp  plain  bond 
copies  a  minute  with  a 
Pitney  Bowes  PBC™  Copier. 
Then,  if  what  you've  copied 
needs  collating,  do  it  with  a 
Pitney  Bowes  automatic  col- 
lator, fifteen  times  faster 
than  you  could  by  hand,  with 
no  skipped  or  missed  pages. 


For  complete  information  on  how  paperalysis  slows  your  business 
down,  and  how  Pitney  Bowes  paper-handling  products  and  systems, 
including  the  new  Pitney  Bowes  PBC"  plain  bond  copier,  can  help  speed  it 
up,  write  us:  Pitney  Bowes,  1746  Pacific  Street,  Stamford,  Conn.,  06904. 
Or  call  one  of  our  190  offices  throughout  the  U.S.  and  Canada. 
Postage  Meters,  Mailing  Systems,  Copiers,  Counters  and  Imprinters, 
Addresserprinters,  Labeling  and  Marking  Systems. 


#  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


statistical  Spotlight 


''It  All  Started  In 
A  Little  Garage^^ 

That  may  sound  trite,  but  in  the 
case  of  S  &  S  Corp.  of  Cedar  Bluff, 
Va.  it's  true.  In  1955  Bernard  R. 
Simmons,  S  &  S's  chairman  and  presi- 
dent, was  a  23-year-old  coal  opera- 
tor's son  with  a  high  school  educa- 
tion fresh  out  of  the  Army.  He  fash- 
ioned a  small  mining  tractor,  and  be- 
gan selling  it  to  independent  coal  op- 
erators in  Virginia,  West  Virginia  and 
Kentucky.  For  the  next  ten  years,  he 
continued  to  design  his  own  line  of 
tractors  and  trailers  to  haul  coal,  sup- 
plies and  personnel  in  underground 
mines.  By  the  mid-Sixties,  he  had 
built  up  enough  of  a  business  to  hire 
an  engineering  and  design  staff.  So 
it  has  been  all  uphill  since  then? 
"Well,"  drawls  Simmons,  "we've  had 
a  valley  or  two." 

S  &  S  is  well  out  of  the  valley  these 
days.  It  earned  56%  on  stockholders' 
equity  in  the  last  12  months,  with 
net  earnings  of  $2.95  per  share  and 
sales  of  $49  million.  The  stock,  how- 
ever, is  slogging  along  at  around  15^, 
a  mere  five  times  earnings. 


The  coal  industry  has  been  under 
price  pressure  lately,  so  orders  are  a 
bit  soft  for  S  &  S's  tractors,  trailers, 
feeder-crushers  and  other  mining 
equipment.  But  things  should  pick  up 
before  long.  "We're  anticipating  a  bet- 
ter coal  market  starting  in  early  1977 
and  getting  stronger  as  the  year  pro- 
gresses, mainly  due  to  hedging  by  cus- 
tomers in  anticipation  of  a  lengthy 
United  Mine  Workers  strike  in  Decem- 
ber," says  Jack  Kawa  of  Wheat  First 
Securities.  Kawa  figures  that  S  &  S 
will  earn  about  $3.75  in  its  fiscal  year 
ended  next  June  30. 

Analysts  are  particularly  im- 
pressed with  S  &  S's  service  division 
and  its  superb  technical  capacity. 
"From  Consolidation  Coal  to  Peabody 
to    the    little    independents,    all    say 

5  &  S  has  the  best  equipment,"  says 
Robert  Kay  of  Richmond's  Davenport 

6  Co.  of  Virginia.  "Their  penetration 
in  feeder-crushers  is  regarded  as  one 
of  the  best  in  the  industry,  and  they've 
only  been  in  it  for  two  years."  Cur- 
rently, the  company  is  working  to 
double  the  life  of  the  batteries  that 
power  its  vehicles.  (The  present  bat- 
teries only  last  up  to  eight  hours.) 
S  &  S,  however,  seems  powered  for  a 


Simmons  Of  S  &  S:  From  a  homemade 
mining  tractor  to  $49  million  in  sales. 


long  successful  climb,  what  with  its 
technological  and  service  prowess 
and  the  almost  certain  prosperity 
ahead  for  the  promising  industry  it 
serves. 


What  A  Doll! 


Mego's  Marty  Abrams  (left),  Sonny 
and  Cher.  In  this  business,  you  throw 
$50,000  parties  to  introduce  dolls. 


Mego  International  makes  celebri- 
ties—Batman, Muhammad  Ali,  Sonny 
and  Cher,  the  Wizard  of  Oz,  John  Boy 
Walton  and  Mr.  Spock— in  doll  form, 
but  celebrities  nonetheless.  It  didn't 
always  deal  in  stars,  having  once 
made  and  sold  low-priced,  made-in- 
Hong  Kong  copies  of  popular  dolls 
instead— a  me-too,  none-too-profitable 
business. 

Mego's  great  leap  forward  came  in 
1970  when  its  brash  and  long-haired 
president,  Martin  B.  Abrams,  34,  had 
a  bright  idea.  A  marketing  graduate 
of  New  York  University,  he  arranged 
to  pay  top  television,  comic  book  and 
film  personalities  hefty  (5%  of  sales) 
royalties  for  the  right  to  use  their 
image  exclusively  for  his  flexible  "ac- 
tion" dolls. 

Kids'  tastes  change  even  faster  than 
their  parent.s',  but  Abrams  and  Mego 
have  minimized  the  consequent  risks. 
Most  Mego  dolls  conveniently  have 
interchangeable  bodies.  All  that's  re- 
quired should  one  star-doll  bomb  is  a 
new  head  on  an  old  favorite.  Mego's 
Cher  is  one  of  the  top  five  dolls  on 
the  market;  Happy  Days'  character 
Fonzie,  a  midseason  introduction,  is 
selling  every  bit  as  well  as  Abrams 
expected  it  to  do.  Says  Abrams  of 
Mego,  "We're  in  contemporary  Ameri- 


can living,  not  toys." 

Dolls,  and  their  costumes  and  ac- 
cessories, contributed  88%  of  Mego's 
$56-million  revenues  last  year  and  95% 
of  its  $5-million  profits.  In  a  business 
where  profits  can  quickly  turn  into 
losses  (a  la  Mattel),  Mego  has  a  rea- 
sonably good  record.  Its  return  on 
equity  has  climbed  from  10%  in  fiscal 
1974  to  45%  in  1975,  and  to  66%  in 
fiscal  1976.  Net  income  has  more  than 
doubled  in  each  of  the  last  three  years. 
Sales  at  the  six-month  mark  are  run- 
ning 25%  ahead  of  last  year's,  earn- 
ings per  share,  16%.  Estimates  arc 
for  year-end  profits  to  be  nearly  $7 
million,  or  $3.25  a  share.  Yet  Mego, 
recently  around  15,  trades  at  a 
price/eaniings  ratio  of  slightly  over 
five,  or  just  two  times  book. 

Mego  is  a  family  afl^air.  Abrams' 
father,  D.  David,  founded  the  compa- 
ny in  the  early  Fifties;  he  remains 
as  head  of  Mego's  Hong  Kong  op- 
erations and  is  a  director,  as  is  his 
brother,  Howard  R.  His  mother  over- 
sees costume  design  and  production. 
Together  the  Abramscs  own  40%  of 
Mego's  stock.  There  are  nunored  to 
have  been  takeover  offers,  but  none 
that  the  family  considered  "valid"  or 
that  have  been  disclosed.  In  other 
words,  the  price  wasn't  right.  ■ 
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Ifyou're  consideringa 
corporate  financing:  decision, 
shouldn't  you  consult  -i* 
fwith  a  financing  specialist? 


Whether  it's  a  substantial  loan  or  an  inter- 
national placement,  we  have  a  specialist  to 
give  you  the  best  counseling  possible. 

The  Swiss  Bank  Corporation  has 
6ver  a  century  of  experience  in  serving 
leading  corporations,  both  domestic  and 


international.  We  have  assets  of  $19  bil- 
lion and  resources  to  satisfy  most  any 
financial  need. 

So  if  you're  looking  for  major  finan- 
cing, consult  with  us... more  and  more 
American  corporations  do. 


SWISS  BANK 
CORPORATION 


jgL^       The  international  specialists 


With  branches  in  New  York  (212)  791-2777,  Chicago  (312)  346-0360  and  San  Francisco  (415)  434-2640. 
Representative  offices  in  Los  Angeles  (213)  489-5900  and  Houston  (713)  658-0561. 
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WHAT    IS    HARDER 
THAN    A    DIAMOND? 


OBTAINING   MORE   MONEY   FOR   YOUR 
JEWELRY   AND   PRECIOUS   STONES. 


BUYERS 
OF  ALL 
JEWELRY 
SINCE   1899 


from 
Individuals, 
Collections, 
and  Estates. 


7  East  48  Street/New  York,  N.Y.  10017/212-755-0601 

(West  Coast)  Kazanjion  Bros.,  332  N.   Rodeo  Dr. 

Beverly   Hills,   Calif. /21  3-272-0616 


The  $16-Billion  Bootstrap 


"Save  the  northern  states!" 

is  the  new  battle  cry.  But  is  a  giant 

regional  development  scheme  the  answer? 


Felix  Rohatyn  doesn't  blush  at  big 
numbers.  Or  bold  schemes. 

"Ultimately,"  says  Rohatyn  non- 
chalantly, unveiling  his  latest  eco- 
nomic plan  for  Forbes  in  his  Rocke- 
feller Plaza  office,  "we  could  need 
about  $15  billion  in  federally  guar- 
anteed bonds  plus  a  billion  or  so  in 
share  capital." 

At  14,  Austrian-bom  Rohatyn  was 
stuffing  gold  coins  into  toothpaste 
tubes  as  his  family  fled  the  Nazis. 
In  the  U.S.,  as  a  Lazard  Freres  part- 
ner Rohatyn  masterminded  such 
mergers  as  the  International  Tele- 
phone &  Telegraph-Hartford  Insur- 
ance deal.  Then  in  1975,  as  chairman 
of  the  Mimicipal  Assistance  Corp.  he 
helped  avert  bankruptcy  by  gluing  to- 
gether New  York  City's  finances. 

Now  48,  Felix  Rohatyn  has  an- 
other plan:  to  save  the  whole  north- 
eastern U.S.  from  economic  collapse. 

"Felix  is  today's  Walther  Rathe- 
nau,"  says  a  longtime  Rohatyn 
watcher.  "Where  Rathenau  struggled 
to  save  the  Weimar  Republic  in  the 
early  1920s  from  reparations,  Felix  is 
fighting  Washington  and  the  South 
over  taxes  and  welfare  inequities." 

But  Rohatyn's  model  isn't  Rathe- 
nau, who  ultimately  failed.  It's 
France's  brilliant  Jean  Monnet,  who 
fathered  the  European  Coal  &  Steel 
Community  from  which  sprang  the 
European  Economic  Community. 
"That's  what  we  need,"  says  Rohatyn, 
steel-blue  eyes  flashing  under  bushy 
eyebrows.  "We  could  apply  the  same 
thinking  that  lay  behind  the  ECSC 
to  a  region  like  the  Northeast." 

Rohatyn  wants  to  create  a  regional 
energy  development  corporation  with 
equity  supplied  by  the  northeastern 
states  and  its  bonds  backed  by  the 
Federal  Government.  Properly  fi- 
nanced, says  Rohatyn,  such  a  cor- 
poration could  develop  northeastern 
coal  fields,  build  nuclear  power  plants 
for  leasing  to  cash-strapped  utilities, 
even  develop  off-shore  resources. 
"We  shouldn't  be  doing  these  things 
state  by  state,"  enthuses  Rohatyn, 
"but  as  a  region." 

At  first,  Rohatyn's  $16-billion  TVA 
for  blighted  cities  seems  too  rich  to 
stomach.  But  schemes  to  revive  the 
floundering  economies  of  the  north- 
em  states  are  in  fashion  these  days. 
In  June  governors  of  seven  northeast- 
ern states  from  Pennsylvania  to  Ver- 
mont banded   together  "to  fight  na- 


tional politics  that  are  stalling  the 
area's  economic  recovery."  In  Sep- 
tember six  more  governors  took  steps 
toward  forming  a  similar  coalition 
for  the  Gfeat  Lakes  region.  And  last 
month  in  Washington,  218  northem 
and  midwestem  congressmen  joined 
forces  in  a  bipartisan  bid  to  stanch 
unemployment  by  getting  more  fed- 
eral jobs  and  more  defense  procure- 
ment dollars  placed  in  the  North. 

Until  recently  few  northem  busi- 
nessmen worried  much  about  the 
steady  southward  drift  of  jobs  and 
people.  "They  figured  that  given  time 
the  economy  would  recover  as  it  did 
in  the  1950s  and  1960s,"  says  Chief 
Economist  James  M.  Howell  of  The 
First  National  Bank  of  Boston.  But 
now  economists  like  Howell  say  the 
North  is  suffering  from  a  self-feeding 
decline.  As  business  and  retail  sales 
shrink,  northem  governments  must 
load  heavier  taxes  on  those  left  be- 
hind to  maintain  essential  services 
like  fire  and  police  protection.  As 
taxes   escalate,   so   does   the   exodus. 

Study  In  Ambition 

But  whatever  and  whoever  is  light- 
ing the  fire,  Rohatyn  is  being  warmed 
by  it.  Next  month— after  the  election, 
tactfully— the  seven  northeastern  gov- 
ernors plan  a  two-day  conference  to 
draft  specific  plans  for  action.  And 
it's  a  safe  bet  that  Rohatyn,  a  prime 
mover  behind  the  coalition,  will  be 
there  seeking  support  for  his  scheme. 

He'll  find  opposition,  too,  even  from 
other  coalition  members,  some  of 
whom  see  his  plan  as  a  thinly  dis- 
guised scheme  to  bail  out  New  York. 
A  bigger  fear  is  that  such  a  develop- 
ment corporation  could  become  a 
Frankenstein  monster:  Its  director 
could  become  a  regional  czar  with 
more  power  than  the  govcmors. 

There  are  grounds  for  such  fear: 
Rohatyn  knows  what  he's  creating. 
As  he  told  Forbes,  it  takes  economic 
clout  to  change  restrictive  work  rules 
and  tax  structures  or  cut  through 
political  red  tape.  "If  the  politicians 
won't  do  what's  needed,"  he  says 
bluntly,  "then  the  energy  develop- 
ment corporation  must  tell  them  it 
won't  invest  a  billion  dollars  in  their 
area.  I'm  a  great  believer  in  giving 
pohticians  an  excuse  to  do  something 
they  won't  otherwise!  do." 

Everyone  for  himself,  said  the  ele- 
phant, dancing  among  the  chickens.  ■ 
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It's  A  Different  World 


On  the  profits 

of  Grandpa  Mudd's 

copper  mines^ 

Henry  Mudd  built  Cyprus 

Mines  into  a  global  giant. 

But  now^  it  seems,  Henry 

will  have  to  look  homeward. 


Los  Angeles'  Cyprus  Mines  Corp. 
was  one  of  the  unsung  successes  of 
American  business.  It  was  unsung 
partly  because  Chairman  Henry  T. 
Mudd,  whose  family  still  owns  22% 
of  the  stock,  dislikes  talking  to  re- 
porters. Now,  alas,  the  song  may  nev- 
er be  sung,  for  Cyprus'  earnings  have 
virtually  collapsed,  and  all  around  the 
world  the  company  is  retreating. 

For  almost  40  years  Cyprus  Mines 
lived— and  lived  very  well— off  the  cop- 
per mines  Henry  Mudd's  grandfather, 
the  colorful  Colonel  Seeley  W.  Mudd, 
started  in  1916  on  the  island  of  Cy- 
prus. In  the  1950s  the  copper  mine 
became,  metaphorically,  a  gold  mine. 
The  price  of  copper  was  high  and 
wages  were  low  on  this  poor  Medi- 
terranean island;  its  then  government 
was  not  terribly  zealous  about  de- 
manding royalties.  As  a  result,  the 
Mudds  were  coining  money.  In  1955 
the  company  netted  $11  million  qp 
revenues  of  only  $27  million. 

Global  Glitter 

This  was  getting  embarrassing.  To 
make  the  profits  less  visible— and  to 
keep  putting  them  to  work— the  colo- 
nel's son,  Harvey,  who  was  then  run- 
ning the  company,  made  a  few  stabs 
at  diversification,  including  a  Peru- 
vian iron  ore  venture.  But  it  was  the 
colonels  grandson,  Henry  Mudd,  who 
became  chairman  in  1959,  who  really 
got  the  diversification  rolling.  Henry 
added  a  share  in  the  giant  Mt.  Golds- 
worthy  iron  ore  venture  in  Australia. 
He  bought  a  cement  plant  in  Ha- 
waii, invested  in  lead,  zinc  and  sil- 
ver mines  in  the  Canadian  Yukon.  He 
bought  a  Panamanian  shipping  com- 
pany and  a  host  of  talc,  clay  and 
other  industrial  mineral  operations 
stretching  from  Belgium  to  the  Ba- 
hamas and  across  the  U.S.  He  also 
added  more  copper  and  zinc  mines  in 
the  U.S.,  plus  specialty  steel  and  cop- 
per and  steel  fabricating  operations. 

By  1974,  despite  the  obvious  risk- 


Cyprus  Mines'  Henry  T.  Mudd 

iness  of  its  global  exposure,  Cyprus 
Mines  was  riding  the  crest  of  12 
straight  year-to-year  earnings  gains. 
It  netted  $54  million  on  revenues  of 
$424  milUon  that  year— a  glittering 
19%  return  on  shareholders'  equity. 

Now,  suddenly,  the  glitter  is  gone. 
Last  year  Cyprus'  profits  were  shced 
almost  in  half,  from  $54  million  to 
$29  million,  as  revenues  dropped  to 
$365  million.  In  this  year's  first  six 
months  they  have  been  chopped  to 
$3.3  million  on  revenues  of  only  $163 
million.  Cyprus,  which  netted  $5.08 
per  share  in   1974,  will  be  lucky  to 


earn  $1  per  share  for  all  of  1976. 
The  world  has  changed  since  the 
simple,  happy  days  when  the  Mudds 
could  quietly  enjoy  huge  profits  from 
faraway  places.  Today  those  faraway 
places  are  seething  with  unrest,  and 
there  is  many  a  slip  betwixt  the  min- 
ing of  ore  and  the  corporate  bottom 
line.  Toward  the  end  of  1974,  for  ex- 
ample, just  as  Cyprus  Mines  was  rack- 
ing up  its  best  profits,  the  long-sim- 
mering clash  between  Greek  and  Turk- 
ish Cypriots  forced  Mudd  to  close 
down  his  grandfather's  copper  mines 
and  take  a  $10.1-million  pretax  write- 
off. Less  than  a  year  later,  in  July 
of  1975,  the  military  government  in 
Peru  confiscated  the  iron  ore  mines 
of  the  Marcona  Corp.,  in  which  Cy- 
prus and  Utah  International  each 
hold  a  46%  interest.  That  brought  an- 
other write-off  of  $18.7  million  and 
idled  the  fleet  of  12  ore  ships  that 
supplied  most  of  Marcona's  profits. 
A  settlement  with  the  Peruvians  is 
still  being  negotiated. 

Strike  Three 

This  year,  with  Marcona's  ships  still 
gathering  costly  barnacles,  Cyprus 
has  taken  its  lumps  even  in  Australia 
and  Canada.  The  big  Mt.  Goldswor- 
thy  iron  ore  project  in  the  foothills  of 
western  Australia  is  owned  jointly 
with  Utah  International  and  Con- 
solidated Gold  Fields  of  Australia. 
Goldsworthy  has  suddenly  dipped  in- 
to the  red.  One  trouble  is  that  the 
lower  quality  ore  now  remaining  at 
Mt.  Goldsworthy  is  expensive  to  mine, 
particularly  in  the  wake  of  recent 
wildly  inflationary  wage  settlements 
there.  On  top  of  this,  Mt.  Goldswor- 
thy's  Japanese  steel  industry  custom- 
ers, who  lifted  more  ore  than  required 
in  the  early  years  of  their  long-term 
contract,  are  now  taking  far  small- 
er quantities.  Within  the  last  two 
months,  Cyprus  has  sold  its  interest 
in  Mt.  Goldsworthy  to  Consolidated 
Gold  Fields'  London-based  parent 
and  an  Australian  company  for  an  un- 
disclosed sum. 

In  the  Canadian  Yukon,  the  earn- 
ings of  Cyprus'  63%-owned  Cyprus 
Anvil  Mining  Corp.  have  been  butch- 
ered this  year  by  three  strikes— one  of 
12  days  in  February,  one  of  33  days 
in  March  and  April  and  one  that 
began  in  early  August  and  is  still 
unsettled.  As  a  result  of  the  first  two 
strikes,  an  agreement  was  reached 
with  the  union  (the  United  Steel- 
workers)    but  it  was   disallowed  by 
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Honeywell  announces  a  free 
conQ>i]ter  analysis  of  your  buildingfs 

energy  saving  potentials 


Everybody's  talking  about 
saving  energy,  but  with 
one  very  obvious 
omission.  How  much  your 
building  —  with  all  its  idiosyn- 
crasies— actually  can  save  in 
dollars  and  cents. 

Nobody  has  been  telling  you 
that.  At  least,  not  for  free.  Until  now. 
Because  now,  Honeywell  is  offering 
a  computer  analysis  of  your 
building's  energy  saving  potential 
at  no  cost  to  you,  except  for  the  time 
it  takes  to  give  us  the  necessary  data. 

How  to  Get  The  Bottom  Line 

Just  ask  your  building  operations 
manager  to  complete  our  computer 
questionnaire  and  mail  it  to  us. 
We'll  feed  it  through  our  computer 
and  mail  back  The  Bottom  Line 
report  for  your  building. 

Why  are  we  doing  all  this?  Because 
after  you've  done  the  obvious  to 
save  energy,  the  next  steps  cost 
money.  And  we  feel  you  should  have 
a  fair  idea  of  what  you  might 
save  before  you  consider  investing 
in  an  energy  management  system. 

The  Basics  of  Saving 

Once  you  know  your  energy 
saving  potential,  you'll  find  that  there 
are  a  variety  of  ways  Honeywell  can 
help  you  achieve  those  energy  savings 

The  most  basic 
way  is  by  replacing 
or  upgrading  your 
automatic  temper- 
ature controls. 
For  a  minimum 
expense, 
Honeywell 
can  apply 
advanced  control 
techniques  to  help 
save  a  significant 
amount  of  energy. 

Your  building  may  justi 
a  central  computer  system  that 


provides  management  disciplines 
exactly  according  to  your  needs. 
Honeywell's  Delta  1000  is  just  such  a 
system.  It  continuously  takes  the 
pulse  of  your  building,  checking  such 
things  as  occupancy  schedules, 
temperatures,  humidities,  equipment 
status  and  electric  demand. 
Then  it  reacts  automatically,  taking 
control  of  your  fans,  pumps, 
boilers  and  chillers  in  the  most  energy- 
conscious  fashion. 

Honeywell  central  control  systems 
already  have  proven  themselves 
in  thousands  of  buildings.  And  when 
Delta  is  applied  to  energy  manage- 
ment functions,  20-30% reductions  are 
common.  Manpower  savings  can  be 
even  greater  Return  on  investment? 
Expect  a  fast  1-  to  3-year  payback. 

A  Few  More  Ways  to  Save 

If  you  have  a  smaller  building  or 
have  less  sophisticated 
control  needs,  you  may  want 
to  share  the  cost  of  a 
Delta  system  by  joining 
Honeywell's  BOSS  program. 
BOSS  allows  you  to  join 
a  network  of  buildings  all 
monitored  and  controlled 
24  hours  a  day  by 
trained  Honeywell 
personnel  from  a 
single  BOSS  center  in 
your  area. 
We  can  even  make  your 
existing  mechanical  systems  more 
energy-efficient  through  a  program 


of  regular  preventive  maintenance. 
With  a  Honeywell  preventive 
maintenance  agreement,  you  can  plan 
on  a  fixed  annual  maintenance 
budget. 

Honeywell,  the  People  Place 

It  takes  a  lot  more  than  hardware 
to  solve  your  energy  problems.  It  also 
takes  software,  control  technology. 
And  most  importandy,  human  skills 
and  experience. 

That's  where  Honeywell  comes 
in.  Not  only  do  we  give  you  state-of- 
the-art  computers  with  proven 
application  packages,  but  we  also  give 
you  the  people  it  takes  to  engineer 
the  system  exactly  to  your  needs,  to 
get  it  installed  on  time  —  and  working 
correctly.  We  manage  your  project 
the  way  a  good  contractor  manages  a 
construction  job.  Our  application 
engineers,  installation  crews  and 
tech  reps  bring  years  of  Honeywell 
capability  and  experience  to  your 
job.  And  we  pass  on  our  know-how 
through  after-sale  education  pro- 
grams so  you  can  get  the  most  out  of 
your  systems. 

That's  the  biggest 
difference  between 
Honeywell  and  the        ^^w  , 
hardware  companies.    \>*)\ 
Honeywell  is  with  ♦  0^ 

you  from  start_ 
to  finish. 


J. 


Back  to 
the  Bottom 

But  now  we're  getting  a  bit  aTiead 
of  ourselves.  Let's  get  to  the  heart 
of  the  matter  Your  own  bottom  line 
on  energy  savings.  Send  us  the 
computer  questionnaire  and  we'll  send 
you  The  Bottom  Line. 

Or  for  more  information,  write 
Honeywell,  Commercial  Division, 
Department  N320,  Minneapolis, 
MN  55408. 


p — ^ 

Fill  in  this  Honeywell  computer  questionnaire  for  a 
free  bottom  line  analysis  of  your  building's  energy  saving  potential. 


Instructions 


Energy  History 


1.  Please  print  an  answer  for  every  question  (even  if  it's  NA— 
not  applicable). 

2.  If  you  have  several  buildings,  each  with  its  own  electric,  fuel,  or 
purchased  energy  records,  use  a  separate  survey  form  for  each 
building. 

3.  If  you  have  a  multiple-building  complex,  with  a  single  energy 
cost  total,  use  this  totd  in  filling  out  the  survey  form. 

4.  Mail  this  completed  questionnaire  to: 
HONEYWELL,  Commercial  Division, 
Dept.  N320,  Minneapolis.  MN  55408. 

This  offer  valid  only  in  the  United  States  and  Puerto  Rico. 


Year  of  energy  history    19 

Number  of  months  covered 

Total  amount  of  electricity  used- 
Total  cost  of  electricity  $ 


-(maximum  12  months) 
kwh 


What  %  of  the  above  electrical  cost  is  demand  charges- 
Total  amount  of  natural  gas  used. 


_% 


lOOcu.ft.  D    therms  D    1,000  cu.  ft.  D 


Executive  Requesting  Data 

Name 

Title 

Organization 

Address 

City 

State 

Zip 

Area  Code 

Telephone  Number 

Building  Data 

Building  name 

Address 

- 

City 

State 

Z,p 

Total  cost  of  natural  gas  $ 

Total  amount  of  fuel  oil  used. 

Total  cost  of  fuel  oil  $ 

Type  of  fuel  oil  #- 


-gals 


Total  amount  of  purchased  steam- 
Total  cost  of  purchased  steam  $ 


.mlbs 


Total  amount  of  purchased  chilled  water- 


million  btu  D    ton/hrs  D 


Total  cost  of  purchased  chilled  water  $ 

Total  cost  of  fuel  or  purchased  energy  for  heating  only 

$ 

Is  this  an  all-electric  building?    Yes  D    No  D 

Chilled  Water  Plant 


Hectric  drive  centrifugal  capacity — 
Steam  turbine  centrifugal  capacity- 
Absorption  machine  capacity 

Reciprocation  machine  capacity 


-tons 


-tons 


-tons 


-tons 


Interior  Lighting 


Incandescent. 


-kw 


Person  in  charge  of  physical  plant 

Gross  floor  area  heated  or  coolecL 


Number  of  floors,  including  basement- 


-sq.  ft. 


Type  of  building:  Office  D  Store  D  College  D  Apt-Hotel  D 
Church  D  Industrial  D  Hospital  D  School  D 
Other  D ! 


Total  KW  of  installed  lighting: 

Fluorescent kw 

Hours  per  week  lighted  space  is  fiilly  occupied*: 

R  uorescent hrs/wk        Incandescen  t hrs/wk 

Hours  per  week  lights  are  on: 

Huorescent hrs/wk        Incandescent hrs/wk 


Lights  are  on  during  unoccupied  hours  because  of 
Janitors  D    Overtime  D    Both  D    Other  D 


Space  Conditioning  Equipment  and  Schedules 

Double  Duct 

or  Multizone 

Systems 

Reheat 
Systems 

Single  Zone 

Htg.  and/or 

Cooling  Systems 

Variable  Air 
Volume 
Systems 

Perimeter 

Induction 

Systems 

Packaged  Room 
Heating  and/or 
Cooling  Units 

Total  HP  all  air  handling  fans: 

_hp 

hp 

hp 

-hp 

hp 

hp 

Total  CFM  handled: 

-cfm 

_cfm 

rfm 

_cfm 

_cfm 

cfm 

Percent  of  outside  air: 

% 

% 

% 

% 

% 

% 

Total  hours'HVAC 
units  run  each  week: 

_hrs 

hrs 

hr. 

hrs 

_hrs 

hrs 

Total  hours  per  week  spaces 
served  are  fully  occupied:* 

_hrs 

_hrs 

hrs 

_hrs 

_hrs 

hrs 

Total  cooling  capacity  for 

HVAC  units  having  inter- 
nal refrig.  compressors: 

kw  btu 

D    D 

tons 

D 

kw  btu 

D    D 

tons 
D 

kw 

D 

btu  tons 

D    D 

kw  btu 

tons 
D 

kw  btu 

tons 

D 

kw 

D 

btu 
D 

tons 

D 

Is  building  occupied  on  weekends?    Yes  D    No  D 
Temp.  normaUy  maintained  during  cooling  season. 


Is  the  temperature  set  back  at  night  during  the  heating  season?    Yes  D    No  D 


Number  of  holidays  and/or  shutdown  days  per  year 

^°F       Hearing  season  daytime  temp,  (normal  settmg) . 


-days 
_°F 


*Do  not  include  hours  for  janitorial  service  or  casual  overtime 


It's  good  business  to  run  a  fine-tuned  building, 

Honeywell 


the  Canadian  government's  Anli-In- 
flation  Board,  thus  setting  the  stage 
for  the  current  walkout. 

The  message  has  not  been  lost  on 
Mudd.  Having  been  forced  out  of  Cy- 
prus and  kicked  out  of  Peru,  he  is  vol- 
untarily shrinking  the  company's  for- 
eign exposure  elsewhere.  Even  before 
the  sale  of  his  interest  in  Mt.  Golds- 
worthy,  for  example,  he  scrapped 
plans  to  develop  Mt.  Goldsworthy's 
Mining  Area  C,  despite  its  alluring 
750  million  tons  of  high-giade  iron 
ore.  Last  year  Mudd  also  withdrew 
from  the  big,  new  Samarco  iron  ore 
project  in  Brazil  and  a  steel  mill  ven- 
tiue  in  Saudi  Arabia,  selling  Cyprus' 
interests  in  both  to  Utah  International 
at  cost. 

Henry  Mudd  is  currently  in  the 
midst  of  his  biggest  expansion  project 


ever,  but  now  the  focus  is  in  jjie  U.S. 
Every  nickel  he  can  scrape  together 
these  days,  including  $200  million  of 
freshly  issued  debt  securities  and  a 
$100-million  line  of  bank  credit,  is 
going  into  the  $240-million  expansion 
of  Cyprus'  Bagdad  copper  mine  102 
miles  northwest  of  Phoenix,  Ariz.  This 
was  Cyprus'  first  public  borrowing 
ever.  Together  with  bank  borrowings 
it  could  up  the  company's  interest 
charges  to  $25  million  a  year,  from 
$3.6  million  in  1974.  And  with  the 
copper  market  being  what  it  is  right 
now— the  world  price  is  down  to  68 
cents  a  pound  from  a  1974  high  of 
$1.50— the  big  expansion  move  looks 
extremely  ill-timed. 

But  Mudd  has  high  hopes  that  the 
Bagdad  mine,  acquired  for  approxi- 
mately   $54.6    million    in    1973,    will 


restore  Cyprus'  battered  earnings.  The 
company  is  following  the  practice 
(Forbes,  Sept.  15)  of  capitalizing  in- 
terest costs  during  the  revenueless  pe- 
riod of  the  new  mine's  construction, 
then  writing  them  ofiF  slowly  over 
the  mine's  life.  Mudd  hopes  that  the 
Bagdad  facilities  will  be  so  efficient 
that  it  can  break  even  with  the  price 
of  copper  at  50  cents  a  pound— and 
make  big  money  at  80  cents. 

Getting  rid  of  money-losing  or  mar- 
ginally profitable  mines  in  Australia 
and  Peru  should  help  too.  What  will 
help  more  v/ill  be  getting  Marcona's 
ships  back  into  action.  But  whatever 
happens,  from  here  on  to  Cyprus' 
profits,  Henry  Mudd  knows  this  much : 
Making  money  in  the  mining  busi-. 
ness  in  1976  is  a  lot  tougher  than  it 
was  in  grandpa's  day.  ■ 


■g..^'y- 
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The  Sun  Never  Sets 

On  Cyprus  Mines' Problems 


During  the  last  two  years  Cyprus  Mines's  once  profitable 
global  diversification  turned  into  a  global  nightmare: 

Cyprus,  1974:  The  long  conflict  between  Greek  and 
Turkish  Cypriots  flared  into  a  shooting  war  with  Turkish 
forces  occupying  the  company's  copper  mines.  It  was 
forced  to  close  them  and  write  off  $10.1  million. 

Peru,  1975:  The  Peruvian  government  nationalized  the 
iron  ore  mines  of  Cyprus'  46%-owned  Marcona  Corp.  and 
halted  production,  thiis  idling  Marcona's  ore  ships.  Re- 
sult: an  $18.7-million  write-off  in  1975  and  an  operating 
loss  on  the  ships  that  could  reach  $4  million  for  1975. 

Australia,  1976:  Sharply  higher  labor  costs  and  a  15% 
reduction   in   deliveries   to   Japanese   steel   industry    cus- 


tomers suddenly  plunged  Cyprus'  huge  33%-owned  Mt. 
Goldsworthy  iron  ore  project  into  the  red.  In  recent  weeks, 
Cyprus  has  withdrawn  completely  from  Mt.  Goldsworthy, 
selling  off  its  holdings  there  for  an  undisclosed  price. 

Canada,  1976:  Three  strikes  this  year,  aggravated  by 
the  Canadian  government's  rejection  of  a  settlement  after 
the  first  two,  have  trimmed  some  $7  million  from  Cyprus' 
63%  share  in  the  profits  of  its  Cyprus  Anvil  lead-,  zinc- 
and  silver-mining  subsidiary  in  the  Yukon  Territory. 

Arizona,  1976:  Cyprus  is  hoping  that  the  $240-million 
expansion  of  its  Bagdad  copper  mine  northwest  of  Phoe- 
nix, to  be  completed  in  late  1977,  will  restore  its  profits. 
But  for  now  it  is  elevating  debt  and  interest  costs. 
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Winging  Willi  Wang 

Wang  Laboratories'  scientist-boss  still 
spends  half  of  his  time  in  the  lab. 
Given  the  competitive  realities,  it  is 
time  well  spent. 


Many  a  scientist-tumed-entrepreneur 
has  dreamed  of  having  the  best  of 
both  worlds— tinkering  in  the  labora- 
tory while  getting  rich  at  the  same 
time.  Few  of  those  dreams  have  ever 
come  true.  Marketing,  finance  and  the 
other  cares  of  corporate  management 
usually  get  in  the  way.  Most  men 
have  to  choose:  the  lab  or  the  ledger. 

But  like  Polaroid's  Dr.  Edwin  Land, 
Dr.  An  Wang  has  come  close  to  han- 
dling both.  Bom  in  Shanghai  in 
1920,  Wang  had  a  Harvard  Ph.D.  in 
applied  physics,  and  several  patents 
for  magnetic-core  computer  memories 
under  his  belt  before  he  started  Low- 
ell, Mass. -based  Wang  Laboratories 
in  1951.  For  a  long  time  he  personally 
designed  everything  the  company  sold, 
including  the  electronic  calculator 
that  finally  lifted  sales  above  the  $1- 
million  level  after  1964.  By  1967  the 
company  went  public,  with  the  share 
price  zipping  from  1232  to  37  on  the 
first  day,  and  An  Wang  had  made  his' 
bundle  as  well. 

Since  then  Wang  Labs  has  grown 
from  $8.6  million  to  $97  million  in 
sales,  mainly  on  the  strength  of  small 
desk-top  computers  and  high-speed 
word-processing  systems.  It  netted 
$6.2  million,  or  $1.21  per  share,  in 
the  year  ended  last  Jtme  30,  for  a 
creditable  17%  return  on  stockhold- 
ers' equity. 

Running  this  rapidly  expanding 
business^  naturally  consumes  more  of 
An  Wang's  time  nowadays— especial- 
ly with  profit  setbacks  in  1972  and 
1975  having  dropped  the  price  of  his 
shares  from  a  peak  of  63  to  around 
15.  Yet  Wang,  by  turning  the  sales 
and  finance  chores  over  to  trusted 
hired  hands  and  locating  his  research 
staff  right 'outside  the  door  of  his  of- 
fice, still  manages  to  spend  at  least 
half  of  his  time  in  the  lab. 

"I  have  a  bigger  laboratory  here 
than  I  could  ever  have  had  at  a  col- 
lege," says  Wang,  puffing  serenely  on 
his  pipe.  He's  richer,  too.  With  53% 


of  the  shares  firmly  in  his  grasp,  he 
is  still  worth  about  $40  million. 

What's  more,  he  is  determined  to 
keep  it  that  way.  Rather  than  sacri- 
fice any  control  of  the  company,  and 
of  how  he  spends  his  time,  Wang 
has  chosen  instead  to  give  up  his  New 
York  Stock  Exchange  hsting.  Last 
spring  he  brought  out  a  new  Class  B 
common  stock  with  severely  limited 
voting  rights  and  a  slightly  higher 
dividend.  Future  equity  financings  will 
be  made  using  the  new  stock,  on  the 
theory  that  investors  don't  care  much 
about  voting  anyway.  When  the  Big 
Board  objected  to  the  restricted  vot- 
ing featvire,  Wang  up  and  listed  both 
the  regular  and  the  Class  B  common 
on  the  American  Stock  Exchange. 

One  Jump  Ahead 

Wang's  way  of  operating  seems  to 
work.  Everywhere  it  turns,  his  compa- 
ny faces  bigger,  more  muscular  com- 
petitors. In  small  computers  it  goes 
up  against  International  Business  Ma- 
chines, Hewlett-Packard,  Digital 
Equipment  Corp.  and  others.  In  word- 
processing  systems,  the  main  opposi- 
tion is  International  Business  Ma- 
chines and  Xerox.  The  only  way  for 
Wang  to  survive  is  by  its  technical 
wits— keeping  one  product-step  ahead 
of  its  far  bigger  foes.  This  it  manages 
to  do,  but  with  increasing  difficulty. 

In  the  electronic  calculators  that 
supplied  its  growth  during  the  Sixties, 
little  Wang  got  lost  in  a  technologi- 
cal and  marketing  shuflBe  during  the 
early  Seventies.  The  cost  of  shifting  to 
small  computers  and  word-processing 
equipment  was  the  main  reason  its 
profits  took  a  brief  tumble  in  1972. 

In  its  newer  businesses,  Wang  has 
made  an  encouraging  start  through 
the  early  rounds  of  technological 
change.  In  1972  it  brought  out  its 
System  2200  small  computer.  It  was 
priced  some  20%  to  40%  below  ma- 
chines subsequently  introduced  by 
IBM  and  Digital  Equipment  and  did 


An  Wang  of  Wang  Laboratories. 

Starting  with  little  more  than  a 
high  IQ  and  a  passion  for  physics, 
he  is  now  worth  about  $40  million. 


very  well  in  the  marketplace. 

But  in  1975,  when  IBM  introduced 
its  System  32  and  DEC  came  out 
with  its  System  310,  Wang  had  to  be 
ready  with  its  new  line,  the  so-called 
WCS  (for  Wang  Computer  System) 
10,  20  and  30  models.  The  new  series 
is  priced  about  20%  below  IBM's  ma- 
chines and  offers  six  times  as  many 
peripheral  equipment  options.  The 
WCS  came  a  shade  too  late  to  avert 
the  inflation-related  inventory  prob- 
lems that  plagued  Wang  and  most  of 
the  rest  of  U.S.  industry  in  1975.  But 
the  new  series  did  fuel  Wang's  90% 
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Combustion  Equipment 

Associates,  Inc. 

is  now  on  the 

New  York  Stock  Exchange. 

Our  ticker  symbol  is  CE 

We  design,  build  and  operate  systems  to 
abate  pollution,  recycle  wastes  and  produce 
energy. 

Since  going  public  in  1968,  our  sales  have 
increased  from  $2  million  to  over  $125  million, 
profits  from  $80,000  to  over  $7  million  and  net 
worth  from  $2  million  to  $50  million. 

And  that's  just  the  beginning. 


f^  COMBUSTION  EQUIPMENT  ASSOCIATES,  INC. 

^  555  Madison  Ave,,  New  York,  N.Y.  10022,  (212)  980-3700 


FINANCIAL  VICE  PRESIDENT  Panama  Canal  Company, 
a  U.  S.  Government  corporation  with  headquarters  in  Canal 
Zone  seeks  Financial  Vice  President.  Applicant  must  have  at 
least  six  years  of  pertinent  experience,  at  least  one  year  of 
which  was  equivalent  to  grade  GS-15  in  the  Federal  Service. 
Salary  $39,600  (limited  to  that  of  level  V  of  the  Executive 
Schedule) .  A  two-year  transportation  agreement  will  be  ex- 
ecuted upon  employment.  Government  quarters  available. 
Free  transportation  to  Canal  Zone  for  appointee,  eligible  de- 
pendents, household  goods  and  automobile;  approximately 
two  months'  leave  earned  annually ;  round-trip  transportation 
to  U.  S.  place  of  residence  every  two  years;  U.  S.  Government 
sponsored  schools  from  kindergarten  through  junior  college; 
U.  S.  Government  sponsored  life  and  health  insurance  pro- 
grams; U.  S.  Civil  Service  retirement  benefits;  year-round 
tropical  climate  and  opportunities  for  economical  tourist  trav- 
el to  Central  and  South  America.  No  discrimination  on  basis 
of  race,  religion,  color,  national  origin,  sex,  age  or  partisan 
political  affiliation,  or  any  other  non-merit  factor.  For  further 
information  call  or  write  Mr.  Thomas  M.  Constant,  Secretary, 
Panama  Canal  Company,  Room  312,  Penn  Building,  425 
Thirteenth  Street,  N.  W.,  Washington,  D.  C.  20004,  tele- 
phone 202-382-6453. 


earnings  comeback  in  fiscal  1976. 
In  addition  to  the  price  and  per- 
formance advantages  of  the  WCS  hne, 
Wang  is  counting  on  IBM's  prefer- 
ence for  selUng  "canned"  System  32 
programs  to  large  corporate  users  to 
allow  him  to  continue  selling  custom- 
tailored  systems  to  smaller  customers. 
He  says  he  can  make  a  nice  profit 
despite  the  extra  expenses  of  custom- 
tailoring  because  he  doesn't  have 
"^  as  large  a  coiporate  overhead  to 
cover  as  IBM. 

Reluctant  Giant 

In  word-processing  systems,  Wang 
Laboratories  is  one  of  the  early  pio- 
neers in  a  burgeoning  new  field.  Just 
now  the  term  word-processing  refers 
to  nothing  more  than  high-speed  type- 
writers linked  to  small  computers  to 
perform  a  wide  range  of  everyday  sec- 
retarial tasks  more  efficiently.  "We  are 
about  at  the  point  of  development  in 
word-processing  where  the  automo- 
bile was  back  in  1901,"  says  John 
Cunningham,  Wang's  senior  vice  pres- 
ident for  sales.  IBM,  which  leaped 
off  to  a  huge  headstart  by  auto- 
mating its  Selectric  typewriters  back 
in  the  Sixties,  still  commands  80%  to 
85%  of  the  market,  with  Wang  and 
Xerox  accounting  for  most  of  the  rest. 

Wang  brought  out  its  first  word- 
processing  models  in  1972.  For  their 
printers  they  used  IBM  Selectric  type- 
writers and,  while  they  sold  reason- 
ably well,  the  introduction  was  costly. 
By  this  past  June,  Wang  had  a  new 
series  of  machines  ready,  its  WPS  10, 
20  and  30  models,  using  much  faster 
printers  bearing  the  company's  own 
label.  Wang  claims  that  its  new  mod- 
els can  do  more  than  any  other  on 
the  market  and  are  far  simpler  to  op- 
erate. Time,  and  its  sales  curve,  will 
tell  whether  the  claim  is  justified.  It 
will  tell  something  else  too:  how 
quickly  IBM  reacts  to  Wang's  chal- 
lenge. "With  their  large  base  of  ren- 
tal equipment,  IBM  will  be  reluctant 
to  make  any  major  improvements  in 
their  equipment  very  quickly,"  says 
Wang.  "My  guess  is  that  we'll  be  able 
to  get  four  or  five  percentage  points 
of   market   .share   before    they   react." 

What  does  Wang  do  then?  If  An 
Wang  and  his  fellow  researchers  get 
lucky,  they'll  have  a  newer,  bettor 
model  ready  for  market.  If  they 
haven't,  Wang  and  his  fellow  stock- 
holders can  look  for  another  "glitch" 
in  the  company's  earnings,  as  he  puts 
it.  Too  many  such  glitches  and 
Wang  will  have  to  scale  back  his 
plans.  But  for  now  he  remains  con- 
fident. His  ambition  is  to  hit  $1  bil 
lion  in  sales  by  the  mid-  to  late  Eight- 
ies. "We  should  grow  ten  times  every 
ten  years,"  he  says,  still  puffing  so- 
rciiely  oti  his  pipe.    ■ 
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A  domestic 
maifcet  bigger 

than  thell-S. 


mestic  market? 


It  may  come  as  a  surprise  to 
you  that  the  Republic  of  Ireland's 
domestic  market  is  bigger  than 
the  U.S.  domestic  market.  The 
explanation  is  simple :  Ireland  is 
a  member  of  Europe's  Common 
Market,  with  tariff-free  access  to 
over  260  million  consumers. 

It  only  partly  explains  however, 
why  the  Republic  is  becoming 
Europe's  fastest  growing  indus- 
trial location  with  over  600  enter- 
prise from  19  nations  locating 
here,  including  some  180  from 
the  U.S. 

The  full  answer  hes  in  the  Irish 
government's  whole-hearted  ap- 
proach to  industrial  expansion. 
Overseas  firms  locating  here  en- 
joy, for  example,  non-repayable 
government  grants  towards  sites, 
plant,  .machinery ;  free  worker 
training;  no  tax  on  profits  until 
1990;  free  repatriation  of  capital 
and  profits. 

And  these  legislated  advant- 
ages are  added  to  an  already 


attractive  industrial  environment 
with  abundant  space,  power  and 
water  resources  and  a  highly 
skilled  Enghsh-speaking  work- 
force. 

For  an  increasing  number  of 
firms  the  Republic  of  Ireland  has 
become  their  most  profitable 
manufacturing  option  in  the  Com- 
mon Market.  If  your  company  is 
considering  a  European  expan- 
sion, consult  the  government's 
one-stop  development  service  - 
the  Industrial  Development  Auth- 
ority. They  can  give  you  a  prompt, 
detailed  assessment  of  your  com- 
pany's eligibility  and  the  degree 
of  financial  support  it  can  obtain 
in  the  Republic. 

Contact  Industrial  Development 
Authority-Ireland  at : 
280  Park  Avenue,  NEW  YORK, 
NY  10017/(212)  972-1000;  1  East 
Wacker  Drive,  CHICAGO.  IL 
60601/(312)  644-7476:  Suite  2065. 
1100  Milam  Building,  HOUSTON, 


TX  77002/(713)  658-0055;  515 
South  Flower  St.,  LOS  ANGELES, 
CA  90071/(213)  624-1024. 
Overseas  offices  also  in  Toronto, 
Tokyo,  Sydney,  Brussels,  Paris, 
Cologne,  Copenhagen  &  London. 


This  announcemeni  is  published  by  IDA  Ireland.  280  Park  Avenue.  New  York,  10017,  which  is  registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland 

This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


The  Countergovernment 


As  Ihe  federal  bureaucracy 
has  grown  in  the 
past  15  years,  so,  too, 
has  grown  a  vast 
counterbureaucracy 
to  deal  with  it. 
Who  is  paying  for  it? 
You  are,  of  course. 

ByjEAN  BRIGGS 

The  U.S.  Food  ir  Drug  Adminis- 
tration not  long  ago  decided  the 
purveyors  of  food  and  drink  ought 
to  promote  the  nutritional  value  of 
their  products,  and  that  there 
ought  to  he  some  guidelines  to 
regulate  their  claims.  Not  liking 
the  direction  the  FDA  was  taking, 
Bernard  Imming,  president  of  the 
United  Fresh  Fruit  b-  Vegetable  As- 
sociation, slapped  the  FDA  with 
a  laivsuit  in  a  Washington,  D.C. 
court— "^ust  to  get  their  attention." 

The  federal  Boat  Safety  Act  re- 
quires boat  manufacturers  to  key 
the  identification  numbers  they  put 
on  their  crafts  with  each  new  mod- 
el year.  Trouble  is,  "model  year"  is  a 
state  regulatory  term  and  model 
years  differ  from  state  to  state. 
And  boaibuilders  who  sell  nation- 
ivide  were  getting  customer  com- 
plaints because  the  manufacturer's 
identificaiion  number  was  not  gib- 
ing icith  the  state's  model  year. 
The  Boating  Industry  Association 
has  retained  Thomas  Hale  Boggs 
Jr.  (see  p.  112j,  one  of  Washing- 
ton, D.C.'s  highest-paid  lawyers,  to 
lobby  for  passage  of  yet  another 
regulation— one  that  would  require 
model-year  periods  to  be  the  same 
in  each  of  the  50  states. 

In  its  earliest  discussion  of 
guidelines  for  fuel  conservation, 
the  Federal  Energy  Administration 
tended  to  focus  on  the  amount  of 
light  displayed,  rather  than  on  the 
amount  of  energy  used  to  create 
tliat  light.  "The  agency  ignored  the 
existence  of  high-efficiency  lamps, 
for  example,"  according  to  Bernard 
Falk,  president  of  the  National 
Electrical  Manufacturers  Associa- 
tion. NEMA,  recognizing  more  reg- 
ulation would  follow,  is  moving  its 
headquarters  from  New  York, 
where  it  has  been  for  50  years, 
to  Washi7igton,  D.C,  where  it  can 
deal  more  directly  with  the  FEA 
and  other   regulatory   agencies. 


These  are  not  just  three  exam- 
ples of  the  same  old  thrust  and 
counterthrust  that  has  always  been 
part  of  the  Washington  scene.  The 
sheer  number  and  variety  of  the  peo- 
ple now  employed  by  business  to  deal 
with  the  remorseless  growth  of  the 
federal  bureaucracy  amount  to  a 
whole  new  subindustry.  So  great  are 
the  number  and  variety  of  their  tasks 
that  they  have  become,  in  effect,  a 
kind  of  "countergovernment." 

The  people  who  comprise  the  coun- 
tergovernment spend  most  of  their 
time  providing  information  the  Gov- 
ernment wants,  interpreting  the  regu- 
lations that  ensue,  complying  with  the 
regulations  when  necessary,  fighting 
them  when  possible. 

Their  numbers  include,  of  course, 
the  much-discussed  Washington  lob- 
byist who  tries  to  work  his  will  on 
Capitol  Hill  by  clout— and  to  an  ob- 
viously diminishing  degree— cash  and 
trips  to  the  company's  hunting  lodge. 
Lobbyists  tend  to  be  "case-oriented," 
trouble-shooting  hired  guns  to  be 
aimed  at  particular  targets.  By  defi- 
nition   they    try    to   influence   legisla- 


tion. But  lobbyists  per  se  are  now  far 
outnumbered  by  a  different  breed 
whose  job  it  is  to  deal  with  the  Gov- 
ernment day  by  day:  lawyers,  ac- 
countants, economists,  scientists,  en- 
gineers, public  relations  specialists— 
who  fill  out  the  fonns,  write  the  re- 
ports, show  up  at  hearings  and  do 
everything  else  it  takes  to  keep  their 
employers  in  harmony,  or  at  least  out 
of  trouble,  with  Washington.  They 
are  not  so  much  case-oriented,  as  pro- 
cc'ss-oriented.  They  deal  with  Con- 
gress, yes,  but  to  a  greater  extent 
with  the  regulatory  bureaucracy. 

Not  surprisingly,  a  lot  of  counter- 
government  people  are  now  based  in 
the  Washington,  D.C.  area  proper. 
About  300  U.S.  corporations  main- 
tain offices  in  Washington,  compared 
with  perhaps  50  just  15  years  ago, 
according  to  one  estimate.  In  addi- 
tion, the  Washington  area  now  is 
headquarters  for  some  1,600  trade 
associations,     13,000    lawyers,     2,000 
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Oil  will  flow  to  you  across 

3  mountain  ranges  and  600  streams* 

A  report  from  Ingersoll-Rand. 


The  800-nnile  Alaska  pipeline  is  one  of 
the  largest  and  most  difficult  con- 
struction projects  in  history.  It  crosses 
extremely  rugged  terrain  where  men 
and  machines  must  frequently  function 
in  sub-zero  temperatures. 

The  ecology  of  the  right-of-way  is 
protected  by  stringent  environmental 
safeguards.  Consequently,  much  of  the 
pipeline  has  to  be  supported  above 
ground,  Ingersoll-Rand  designed  new, 
giant-sized  rock  drills  that  are  driving 
more  than  80,000  holes  in  the  frozen, 
rocky  earth  to  anchor  support  piles.  And 
l-R  air  compressors  are  supplying  the 
power. 

Two  huge  terminal  stations  and  a 
route  through  the  mountains  also  are 
being  dug,  drilled  and  blasted.  l-R  also  is 
providing  virtually  all  of  the  portable  air 
compressors  and  much  of  the  crawler 
drilling  equipment. 

Leadership 

Ingersoll-Rand  machinery  is  at 
work  on  other  productive  projects  in 
more  than  100  countries  around  the 
world.  Some  of  the  projects  are  large. 
Some  small.  But  in  every  case,  people 
benefit  through  Ingersoll-Rand's  leader- 
ship in  industrial  machinery. 

As  a  result  of  our  worldwide  involve- 
ment, Ingersoll-Rand  is  one  of  the 
largest  suppliers  of  industrial  machinery 
and  equipment.  Our  1975  sales  ex- 
ceeded $1.7  billion.  And  our  innovative 
technology,  successfully  demonstrated 
on  the  Alaska  pipeline,  helps  us  main- 
tain a  leadership  position. 

Write  for  our  Annual  Review  or 
product  literature.  Ingersoll-Rand,  Dept. 
760,  Woodcliff  Lake,  N.J.  07675. 


Ingersoll-Rand 
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How  a  neat  little  package  from 

International  P^per 

can  clean  up  some  sticky  problems 

in  America's  schools 


Serving  schoolchildren 
open  cups  of  orange  juice 
is  no  picnic. 

Cute  as  kids  are,  they 
spill  the  juice  on  trays.  On 
tables.  On  the  floor.  And  on 
themselves.  (Don't  blame 
them.  It's  no  easy  trick  navi- 
gating a  tray  among  other 
schoolchildren.) 

But  serving  orange  juice 
in  schools  is  big  business, 
and  getting  bigger.  In  1975, 
there  were  more  than  290 
million  breakfasts  and  4  billion 
lunches  served.  And  many  of 
them  included  orange  juice. 

This  creates  a  giant  oppor- 
tunity for  International  Paper 
to  solve  some  sticky  problems 
in  America's  schools. 

Headaches  behind  the  scenes 

Much  of  the  orange  juice  pre- 
pared in  schools  is  made  from 
frozen  concentrate  —  which 
takes  up  valuable  storage 
space.  Not  only  that,  the  juice 
has  to  be  mixed  and  poured. 
Requires  pbts,  pans,  paddles, 
and  pitchers.  And  takes  time 
and  labor. 

Then  after  it's  poured,  it  can 
separate.  Thin  out.  And  don't 
kid  yourself,  a  7-year-old  is  no 


The  4-oz.  Eco-Pak  carton:  International  Paper's 
answer  to  sticky  problems  in  America's  lunchrooms. 

pushover  for  orange  juice  that 
-  isn't  "just  right." 

Eco-Pak  to  the  rescue 

So  International  Paper  set  out  to 
solve  the  problems  of  serving 
orange  juice  in  schools.  Result: 
the  4-ounce  Eco-Pak"  carton. 

Orange  juice  in  Eco-Pak 
needs  no  straw  and  is  practi- 
cally spill-proof.  It's  pasteurized 
—  so  it  stays  fresher  longer.  It 
can  be  shaken  —  which  solves 
the  problem  of  separating 
and  thinning  out. 

It  requires  no  pots,  no  pans, 
no  paddles,  or  pitchers.  Dairies 
using  Eco-Pak  can  do  it  all. 
They^ve  already  got  the  space, 
the  pasteurization  equipment, 
and  distribution  to  the  schools. 

One  result:  school  food 
service  personnel  can  keep  on 


doing  the  terrific  job  they're 
doing  now  — with  less  bother. 

Schoolchildren  benefit,  too 

The  children  stand  a  chance 
of  getting  better  nutrition. 
Research  shows  that  for 
some  strange  reason,  when 
children  are  given  a  choice,  a 
third  more  of  them  will 
drink  orange  juice  when  it's 
offered  in  a  container  instead 
of  an  open  cup. 

Research  also  shows  that 
children  who  eat  a  good 
breakfast  are  likely  to  be  more 
attentive  and  perform  better 
than  those  who  don't.  Bravo  for 
the  School  Breakfast  Program! 
The  paper-saving,  4-ounce 
Eco-Pak  carton.  For  schools, 
hospitals,  and  ether  institu- 
tions. Another  example  of 
International  Paper's  respon- 
siveness to  a  fast-changing 
world  —  with  innovative 
leadership  in  wood  products, 
building  materials,  hydro- 
carbon resources,  pulp,  paper, 
packaging,  and  non-woven 
and  health  products. 

NTERNATIONAL 
PAPER 
COMPANY 

aaO  EAST  42NO  STREET   NEW  VORK    NEW  VORK  10017 
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Taking  The  Heat 

rm;  American  Bankers  Association, 
tlie  Atomic  Industrial  Forum  and  the 
American  Forest  Institute  all  had 
their  problems  with  Congress  and  the 
regulators  this  year.  But  among  as- 
sociations, the  hottest  seat  by  far  was 
tliat  of  former  Congressman  Frank 
Ikard,  63,  for  13  years  president  of 
the  lately  beleaguered  American  Pe- 
troleum Institute. 

This  year  the  big  worry  was  the 
cries  for  "divestiture"  uttered  by, 
among  others.  Senator  Birch  Bayh  of 
Indiana.  Bayh  thinks  the  cry  is  muted 
now  largely  because  of  the  API's 
"sophisticated"  lobbying  efforts.  Those 
included  taking  the  oil  companies' 
case  to  the  grass  roots  and  arguing 
that  a  breakup  of  Big  Oil  wouldn't 
necessarily  be  in  the  public  interest. 
The  fight  over  divestiture  isn't  over 
—it's  expected  to  be  hotter  than  ever 
next  year— but  it  isn't  Ikard's  only  con- 
cern. He's  also  still  trying  to  get  pol- 
iticians to  take  the  energy  problem 
seriously  and  to  develop  a  true  energy 
policy.  "When  I  talk  to  them  about 
it,"  he  says,  "typically  they  look  me 
in  the  eye,  shrug  and  say,  'Well,  you 
know  the  oil  companies  have  a  public 


Frank  Ikard 

American  Petroleum  Institute 


relations  problem.'  "  That,  he  says,  is 
one  of  his  biggest  frustrations.  An- 
other is  testifying  before  a  Congres- 
sional committee  when  there  isn't  a 
member  present.  "Outrageous,"  he 
says,  worse  than  hostile  questioning. 
Ikard  is  paid  $130,000  a  year  for 
his  trouble.   ■ 


Latching  On  To  A  Good  Thing 


One  obvious  beneficiary— and  a  par- 
tial cause— of  the  association  business 
boom  is  James  Low  and  his  American 
Society  of  Association  Executives.  His 
outfit  promotes  the  whole  idea  of  in- 


James  Low 

American  Society  of  Assn.  Executives 


dustry  togetherness.  It  holds  innum- 
erable meetings  for  members  who  are 
the  heads  of  the  Shoe  Service  In- 
stitute, the  Single  Service  Institute  and 
5,500  other  such  outfits.  ASAE  tells 
them  how  to  do  more  for  their  mem- 
bers—and how  to  get  more  dues,  big- 
ger budgets  and  fatter  salaries. 

"Ralph  Nader  is  the  patron  saint  of 
associations,"  Low  likes  to  say,  be- 
cause company  presidents  didn't  al- 
ways understand  the  issues  Nader  and 
other  consumer  advocates  raised.  "And 
if  they  did  understand  them,"  Low 
says,  "they  couldn't  always  speak  out 
about  them  without  damaging  their 
competitive  position."  A  manufacturer 
of  children's  apparel,  for  example, 
couldn't  discuss  the  difficulty  of  get- 
ting flameproof  fabrics  without  being 
liianded  a  baby  burner  and  losing 
customers.  So  companies  turned  in- 
creasingly to  associations. 

Low,  49,  is  a  graduate  of  and  a 
professor  at  Florida  Atlantic  Univer- 
sity, which  gives  special  courses  for  as- 
sociation executives.  With  business 
booming,  there  is  now  a  "certified 
association  executive."  Low  makes 
$80,000  a  year  as  one.  ■ 
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accountants,  countless  small  firms 
providing  a  variety  of  consulting  ser- 
vices and  an  array  of  supporting  ser- 
vices to  keep  the  others  functioning. 

Who  is  paying  for  this  vast  counter- 
bureaucracy?  The  same  people,  of 
course,  who  pay  for  the  bureaucracy 
itself.  For  the  latter,  they  fork  over 
tax  dollars.  For  the  former,  they  pay 
higher  prices  on  the  goods  and  ser- 
vices they  buy;  in  the  end  business 
must  try  to  pass  on  the  costs  of  living 
in  a  bureaucratized  world. 

The  Government  has  grown  fast, 
but  its  cost  is  at  least  calculable.  Since 
the  Interstate  Commerce  Commission 
was  established  in  1887,  another  89 
agencies  and  bureaus  with  regulatory 
powers  have  been  created.  Some  of 
them,  like  the  Federal  Aviation  Ad- 
ministration, regulate  a  single  indus- 
try. But  increasingly,  since  the  Equal 
Employment  Opportunity  Commission 
was  established  in  1964,  they  regu- 
late certain  aspects  of  all  industry. 
Add  up  the  line  items  in  the  1976- 
77  federal  budget  and  you  get  the 
cost  for  all  this— some  $50  billion.  It 
was  $14  billion  15  years  ago. 

The  cost  of  running  the  countergov- 
emment  is  far  harder  to  reckon.  Gen- 
eral Motors  alone  estimates  it  spent 
$1.3  billion  complying  wdth  "govern- 
ment regulations"  in  1974.  The  total 
includes  money  spent  to  comply  with, 
as  GM  calls  it,  "necessary  and  un- 
necessary regulation"— $884  million 
on  vehicle  regulation,  $181  million  on 
plant  regulation,  $79  million  on  oc- 
cupational safety  and  health  regula- 
tion. But  the  total  also  includes  $190 
million  on  reports  about,  and  the  ad- 
ministration of,  the  regulations  them- 
selves, including  $12  million  prepar- 
ing taxes.  (The  total  does  not  include 
government-required  hardware  that 
added  $272  to  the  price  of  an  average 
automobile,  nor  does  it  include  taxes 
themselves. ) 

Shell  Oil  reports  that  it  devotes 
470  man-years  and  $17  million  just 
to  provide  requested  information  to 
the  29  agencies  and  committees 
now  interested  in  energy  matters. 
Dow  Chemical  says  it  cost  just  one  of 
its  ten  product  research  groups  $1.5 
million  to  comply  with  regulations; 
Goodyear  Tire  &  Rubber  puts  its  total 
cost  of  responding  to  government 
probes,  proposals  and  proscriptions  at 
$38  million.  A  full-fledged  study  of 
the  cost  of  regulation  to  U.S.  industry 
as  a  whole  does  not  yet  exist,  but  it 
runs  into  the  billions. 

The  biggest  portion  of  this  total,  of 
course,  is  spent  at  manufacturing  fa- 
cilities and  home  offices  across  the 
country.  General  Motors,  for  example, 
says  it  spends  huge  portions  of  its 
"compliance"  total  designing  safety 
devices    and    emi.ssioTis    controls,    re- 
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This  may 
stretch 

gas  mileage 

30% 

N05  it  isn't  an  additive. 
And  it  isn't  a  fuel. 
If  s  a  new  synthetic  lubricant  from 
Monsanto,  trademarked  Santotrac.® 
It  was  developed  for  radically  different  automotive 
transmissions  that  use  smooth  surf  aces,  instead  of  gears  to 
transmit  power. 

Called  traction  transmissions,  the  design  is  more 
efficient  than  today's  automatics,  but  with  one  problem. 

Traction  surfaces  wear  out  fast  unless  they're 
lubricated.  But  lubrication  with  normal  oil  reduces  traction. 

New  Santotrac  lubricates  like  a  premium  oil,  but 
under  pressure  it  turns  into  a  glassy  solid  that  actually 
increases  traction.  • 

This  invention  has  stimulated  new  interest  in 
traction  transmissions  for  automobiles.  Several  designs 
now  being  tested  may  deliver  up  to  30%  improvement 
in  fuel  economy. 

:  With  Santotrac,  we  open  the  door  to  a 
whole  new  technology,  from  MQwegntQ 

the  science 
company. 


FOROURLATEST  ANNUAL  REPORT 

WRITE  S3  MONSANTO  COMPANY 

SOON  LINDBERGH  BLVD. 
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VISIT  MONSANTO'S  'AMERICA  THE  BEAUTIFUL  SHOW  AT  WALT  DISNEY  WORLD  IN  FLORIDA  IT'S  OUR  BICENTENNIAL  SALUTE  TO  THiS  GREAT  LAND 
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A  Corporation  Man 

"Companies  aren't  interested  in  hiring 
government  people  because  of  who 
they  know  but  because  of  what  they 
know  about  how  the  system  works," 
explains  Allan  Cors,  39,  vice  president 
and  director  of  Government  AflFairs  for 
Corning  Glass  Works. 

Cors  began  to  learn  as  staff  counsel 
with  the  House  Judiciary  Committee. 
Then  he  was  deeply  involved  with 
the  civil  rights  legislation  of  1964  and 

1965  and  with  immigration,  patent 
and  antitrust  matters.  Now  Cors,  a 
transplanted  Cincinnati  attorney,  pur- 
sues his  company's  interests  in  a  va- 
riety of  ways.  He  goes  up  to  the  Hill 
to  see  legislators  on  the  "other"  side 
of  an  issue.  But  more  important,  he 
sees  those  who  don't  have  a  firm  posi- 
tion. Some  of  them  will  argue  matters 
with  you,  he  says.  "Others  listen  po- 
litely then  look  at  their  watches." 

The  lanky  Cors  is  president  this 
year  of  the  Business  Government  Re- 
lations   Council,    a    group    set   up    in 

1966  to  enhance  the  prestige  and  the 
professionalism  of  the  Washington  cor- 


Allan  Cors 

Corning  Glass  Works 


porate  "rep."  Members  must  live  in 
Washington,  be  high-level  executives 
with  direct  access  to  their  chief  execu- 
tive officers.  Cors  is  also  on  the  board 
of  the  Public  Affairs  Council,  a  group 
that  advises  companies  how  to  set 
up  Washington  offices,  and  he  helped 
form  the  Washington  Business  Group 
on  Health  to  keep  ahead  of  the  next 
Congress's  major  issue— an  expanded 
go\-emment  role  in  health  care.  ■ 


Million-Dollar  Baby 

Baby-faced  Thomas  Hale  Boggs  Jr., 
36,  is  a  fast  rising  star  in  Washing- 
ton's giant  legal  profession.  His  firm 
is  the  registered  lobbyist  for  more  cli- 
ents than  any  other  firm  in  Washing- 
ton. Among  them  are  Alyeska  Pipe- 
line Service  Corp.  and  Revlon.  Boggs 
bills  clients  for  his  time  at  $125 
per  hour.  Son  of  Hale  Boggs,  the  late 
majority  leader  of  the  House  and  Rep- 
resentatixe  Lindy  Boggs,  this  year's 
Democratic    convention     chairperson, 


Thomas  Hale  Boggs  Jr. 
Washington  Lawyer 


young  Boggs  learned  the  ropes  early. 

He  and  two  former  Covington  & 
Burling  lawyers  joined  forces  to 
become  Patton,  Boggs  &  Blow  in 
1966  wlicn  he  was  fresh  out  of 
Georgetown  Uni\ersity  law  school. 
Soundly  defeated  in  a  run  for  Con- 
gress in  Maryland  in  1970,  he  turned 
back  to  the  law.  Since  then  the  firm's 
fortunes  have  sk\rocketed. 

"We  got  started  at  the  right  time," 
says  Boggs.  "Before  the  mid-Sixties 
there  were  two  kinds  of  Washington 
law  firms:  big  firms  that  handle  all 
types  of  legal  matters,  and  small  spe- 
ciality firms. 

"We  took  the  approach  that  we 
would  be  problem-solvers."  Take  the 
Alaska  pipeline,  for  example.  Getting 
a  go-ahead,  he  says,  was  first  an  ad- 
ministrative problem,  second  a  judi- 
cial problem  and  finally  a  legislative 
problem.  Three  different  firms  han- 
dled it.  But  it  would  have  been  more 
eflBcient  for  one  firm  to  have  handled 
all  three  actions. 

"The  new  type  of  Washington 
firm,"  he  says,  "looks  at  the  problem 
and  decides  how  to  attack  it.  In  many 
instances  the  legislative  route  is  the 
quickest."  The  new  type  firm  also  de- 
cides whom  to  attack  it  through.  To 
be  effective,  says  Boggs,  "you  have  to 
know  people  well  enough  so  that  they 
will  return  vour  nhonc  c  iiH'^  "  ■ 
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tooling  to  build  them  and  then  in- 
specting and  testing  the  final  product. 
Much  of  Goodyear's  $38-million  ex- 
penditure is  for  pollution  and  safety 
equipment  required  by  the  Occupa- 
tional Safety  &  Health  Administration 
and  the  Environmental  Protection 
Agency. 

But  a  notable  portion  of  the  grand 
total  is  committed  to  dealing  directly 
*  with  the  bureaucracy.  The  Washing- 
ton oflBces  of  corporations  alone  cost 
companies  an  estimated  $100  milUon, 
the  services  of  well-connected  D.C. 
lawyers  $300  million,  D.C.  accoun- 
tants and  their  staffs  $75  million  and 
consultants  maybe  $50  million. 

Is  all  this  counterbureaucracy  real- 
ly necessary?  It  would  seem  so:  "If 
the  public  interest  is  to  be  served, 
business  and  government  have  to  talk 
to  each  other,"  says  Frank  Ikard  {see 
p.  110),  president  of  the  American 
Petroleum  Institute.  Many  of  his  col- 
leagues echo  his  concern. 

The  countergoveniment  has  its 
work  cut  out  for  it,  not  least  because 
the  bureaucracy  tends  to  be  hostile 
to  business.  "They  think  we're  out 
there  pumping  out  pollutants  as  fast 
as  we  can,"  says  GM's  diiector  of  in- 
dustry-government relations,  Jumcs 
Johnston. 

The  predictable  result  of  such  mu- 
tual suspicion  is  frustration  and  bare- 
ly repressed  rage.  The  Washington 
coiporate  representative  of  a  large 
consumer  products  company  tells 
about  \'isiting  a  well-known  senator's 
chief  of  staff,  who  was  drafting  a  piece 
of  legislation.  "I  went  to  see  him  to 
explain  how  a  change  in  that  law- 
would  affect  my  company,  a  perfectK- 
legitimate  thing  to  do,"  says  the  cor- 
porate representative,  "He  sat  silent 
through  the  meeting,  but  with  a  su- 
percilious grin  across  hi.s  face.  It  was 
obvious  that  he  didn't  believe  a  word 
I  said." 

Another  company  representative 
tells  of  visiting  a  House  committee 
staffer  who  was  drafting  a  bill  that 
would  regulate  how  certain  prod- 
ucts are  packaged.  "I  asked  him  if  he 
had  had  the  opportunity  to  visit  a 
plant  where  such  an  operation  look 
place,"  reports  the  representative.  "I 
couldn't  believe  it!  Mo  s.iid,  'No.  and 
I  don't  intend  to.'  " 

Confronted  with  such  arrogance,  a 
iiicnibcr  of  the  countergovernment 
may  try  an  end  run.  The  United 
Fresh  Fruit  &  Vegetable  Association, 
for  example,  sued  the  KDA  in  a  last- 
ditch  .stand  lo  try  to  prevent  that 
agency  from  doing  wlial  it  regarded 
as  great  harm  to  its  members.  One 
fresh  orange,  explains  UFF\'\'s  Ber- 
nard Imming,  can  have  c-onsiderabl> 
more  vitamin  C  than  another  fresh 
orange  "The   FDA   insisted  that  we 
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set  the  figures  low  enough  so  we  could 
guarantee  that  the  amount  of  nutri- 
ents in  the  products  vary  no  more 
than  a  certain  percent  from  the  figure 
on  the  sign  or  label.  Processors  can 
control  the  minimum  amounts  in  their 
products,  but  we  cannot.  What  we 
wanted  was  to  refer  to  some  standard 
table  of  nutritional  values. 

"We  sued  to  be  exempted  from 
the  requirements,  but  our  main  objec- 
tive was  to  get  their  attention.  That 
worked.  The  agency  agreed  to  exempt 
us  if  we  would  agree  to  let  them  come 
back  later  and  work  something  out. 
We  said,  of  course."  Nothing  has 
been  settled,  but  at  least  the  two 
sides  are  talking  now. 

There  are  dozens  of  stories  like 
these  in  Washington,  and  the  coun- 
tergovemment  doesn't  lose  all  the 
time.  Tom  Boggs  did  convince  a  leg- 
islator to  sponsor  an  amendment  to 
help  out  the  boat  manufacturers.  "The 
difiiculty  with  that  bit  of  lobbying 
was  to  get  anyone  to  care  enough  to 
sponsor  the  legislation,"  he  says. 

The  National  Paint  &  Coatings  As- 
sociation is  losing  a  protracted  battle 
lobbying  against  what  it  considers 
harsh  and  uninformed  restrictions  on 
the  use  of  lead  in  house  paints.  But  it 
won  one.  After  3%  years  of  hearings 


and  a  threatened  lawsuit,  EPA  Ad- 
ministrator Russell  Train  did  agree  to 
allow  phenylmercuric  compounds  to 
be  used  in  paint.  At  first  Train  had  de- 
cided to  ban  them— even  though  the 
compounds  are  considered  harmless, 
and,  according  to  the  association,  help 
prevent  bacteria  growth  in  paint  and 
mildew  on  painted  surfaces. 

To  pay  for  all  this  counterbureau- 
cratic  work,  associations  raise  money 
typically  by  charging  members  ac- 
cording to  some  size-related  for- 
mula. The  American  Petroleum  Insti- 
tute, for  example,  uses  three  types  of 
capacity  as  a  basis  for  dues.  A  mem- 
ber pays  a  fraction  of  a  cent  on  pro- 
duction capacity,  a  fraction  of  a  cent 
on  miles  of  pipeline  and  a  fraction  of 
a  cent  on  the  amount  of  gas  that  flows 
through  the  pumps.  The  Institute's  to- 
tal budget  this  year  is  $26  million, 
two-thirds  of  which  goes  for  govern- 
ment relations. 

The  American  Bankers  Association 
assesses  its  13,000  members  on  the 
basis  of  total  assets  to  meet  its  $24- 
million  annual  budget.  The  Pharma- 
ceutical Manufacturers  Association 
uses  a  sliding  scale  based  on  sales 
volume.  Accordingly,  members  of  the 
countergovernment,  even  as  elected 
members    of    any   other    government, 


must  spend  considerable  time  and  ef- 
fort justifying  themselves  to  their 
constituents.  They  publish  newsletters 
to  keep  members  informed  of  their 
activities,  and  hold  innumerable  meet- 
ings to  keep  them  involved. 

The  quest  by  all  these  institutes 
and  associations  for  more  prestige, 
higher  salaries,  bigger  budgets  and 
staffs  has  led,  inevitably,  to  the  for- 
mation of— what  else?— special  organi- 
zations devoted  to  that  end.  They  are 
the  Association  Department  of  the 
U.S.  Chamber  of  Commerce  and  the 
American  Society  of  Association  Ex- 
ecutives. ASAE's  magazine,  for  exam- 
ple, features  articles  such  as  "Will 
Your  Association  Go  the  Way  of  the 
Dinosaur?"  and  "The  Economics  of 
Membership  Building:  How  Much 
Can  You  Spend  to  Obtain  a  New 
Member?" 

The  growth  of  the  countergovern- 
ment's  counterbureaucracy  has  helped 
make  the  Washington  area  an  island 
of  prosperity  during  a  period  when 
many  industrial  centers  have  been  de- 
pressed (see  below). 

The  trouble  is  the  counterbureau- 
cracy doesn't  produce  anything  that 
people  can  use.  As  far  as  the  rest  of 
us  are  concerned,  it's  just  one  more 
cost  of  big  government.   ■ 


It's  An  III  Wind  .  .  . 
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Signs  Of  Life:  Sharp,  aggressive  re- 
tailers, like  Neiman-Marcus  and 
Bloomingdale's,  are  profiting  on  the 
Washington  area's  relative  prosperity. 


The  countergovernment  plays  a  big  part  in  Washington's  prosperity. 


The  growth  of  the  countergovern- 
ment hasn't  been  all  bad.  Indeed,  it 
accounts  for  a  substantial  part  of  the 
Washington  area's  comparative  eco- 
nomic health.  While  other  big  cities 
have  been  losing  population  and  jobs 
in  recent  years,  metropolitan  Wash- 
ington—essentially the  area  inside  the 
Capital  beltway  system— has  been 
gaining  both. 

The  jobs,  for  the  most  part,  are 
good  jobs.  The  area's  per-capita  in- 
come, $6,189,  is  highest  of  the  top 
ten  metropolitan  areas.  Its  per-house- 
hold  income,  $18,000,  is  also  highest. 
The  area's  workforce  is  young  and 
well-educated.  Its  unemployment  rate 
(5.2%)  is  30%  below  the  national  av- 
erage of  7.9% 

There  have  been  twice  as  many 
housing  starts  in  Washington  in  re- 
cent years  as  in  the  average  of  the 
other  nine  biggest  cities;  at  the  same 
time,  housing  prices  are  well  above 
average. 

Washington's  economic  health  is 
not  due  solely  to  the  Federal  Gov- 
ernment. Between  1950  and  1974  the 
Federal  Government's  share  of  the 
labor  force  dropped  from  40%  to  26%. 


The  biggest  percentage  increase  was 
in  state  and  local  government  em- 
ployment. But  the  biggest  absolute  in- 
crease was  in  the  service  sector.  The 
countergovernment,  without  a  doubt, 
is  a  big  part  of  that. 

True,  Washington  has  riot  scars 
and  decayed  areas,  but  young  afflu- 
ent professionals  and  the  Federal  Gov- 
ernment itself  are  reclaiming  sizable 
sections  of  the  city.  Real  estate  values 
on  Capitol  Hill  have  skyrocketed.  Du- 
pont  Circle  and  the  West  End— be- 
tween Connecticut  Avenue  and 
Georgetown— are  also  being  redevel- 
oped. President  Ford  recently  signed 
legislation  authorizing  $38.8  million 
for  the  rehabilitation  of  Pennsylvania 
Avenue  from  the  White  House  to  the 
Capitol. 

The  boom  has  attracted  retailers— 
Bloomingdale's  just  opened  one  store, 
has  another  in  progress,  and  Neiman- 
Marcus  is  on  its  way.  New  restaurants 
are  opening  all  over  town.  New  ho- 
tels are  going  up  and  portions  of  the 
Metro,  the  98-mile  commuter  under- 
ground,   have    opened    at    long    last. 

Whatever  else  should  be  said  about 
bui'eaucracy,  there  is  that  payroll.   ■ 
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To  Get  Rich? 


vners:  Slam  those  tax 
_.,  ;;.>p  indiscriminate  building 
,  2iJes.  Says  this  real  estate 
J*  i^ep  it  up,  fellows 
•oing  to  n  ake  us  rich. 


Well-meaning  reformers— tax  and 
otherwise— are  causing  rents  to  rise 
without  reahzing  what  they  are  do- 
ing. They  are  also  preparing  a  real  bo- 
nanza for  smart  real  estate  specula- 
tors. Their  tax  reforms  and  building 
reforms  will  have  the  unwanted  ef- 
fect of  driving  commercial  rents 
through  the  roof. 

Don't  just  sit  there  and  moan.  Go 
out  and  buy  yourself  a  piece  of  prime 
commercial  real  estate. 

The  source  for  this  advice  is  Mar- 
tin Myers,  a  clever,  young  (35)  Brit- 
ish real  estate  expert.  Myers  makes 
these  predictions  because  he  has 
watched  office  building  values  soar  in 
Britain  during  that  country's  blood- 
less socialist  revolution.  As  reforming 
zeal  takes  the  U.S.  down  the  same 
socializing  road,  the  same  thing  is 
bound  to  happen  here,  he  says. 

The  redheaded  Myers  is  a  partner 
of  London-based  Jones,  Lang,  Woot- 
ton,  international  real  estate  consult- 
ants. He's  on  this  side  of  the  Atlantic 
to  pick  up  U.S.  commercial  real  es- 
tate for  clients  and  create  an  Ameri- 
can office.  Right  now  commercial  real 
estate  is  extremely  depressed  in  this 
country.  The  reason  is  overbuilding, 
with  vacancy  rates  so  high  a  number 
of  properties  are  losing  money. 

But  as  day  follows  night,  says 
Myers,  the  bust  will  turn  into  a  boom 
—not  a  boom  of  new  building,  but 
a  boom  of  existing  buildings. 

Here's  how  it  will  happen:  Wheth- 
er under  Jimmy  Carter  or  Gerald 
Ford,  "reformers"  will  try  to  soak  the 
rich  by  taking  away  realty  tax  bene- 
fits; ecologists  and  urbanologists  will 
combine,  unwittingly,  to  make  it  al- 
most impossible  to  build  new  office 
buildings.  Up,  up  will  go  rents  on  ex- 
isting buildings.  Richer  and  richer  will 
become  owners  of  existing  buildings. 

The  old  permissive  tax  and  build- 
ing laws  had  quite  the  opposite  effect. 
They  encouraged— overencouraged— 
the  How  of  money  into  commercial 
buildings  and  caused  periodic  gluts 
and  shakeouts— almost  pure  Adam 
Smith.  The  reformers  will  drive  Adam 
Smith  out  of  office  buildings.  Put  it 
this  way:  Real  estate  speculator,  the 
reformers  are  your  best  friends!  How 
little  they  understand  the  ecology  of 
our     interconnected     economic     sys- 
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tem.    Such    irony    and    ignorance. 

Myers  is  supremely  confident  about 
the  inevitability  of  this  trend.  How 
long  will  it  take?  Three  to  six  years, 
he  says.  On  the  long  timetable  if  the 
Republicans  win,  on  a  somewhat 
shorter  timetable  if  the  Democrats  win 
this  year's  Presidential  election. 

"It's  fascinating,"  Myers  says.  "The 
reformers  utterly  fail  to  see  the  con- 
sequences of  what  they  are  doing. 

"I  cut  my  teeth  on  British  real  es- 
tate," Myers  goes  on,  "but  I  think 
that  the  rule  applies  anywhere  else." 
Restrictions  are  put  on  at  a  time  when 
few  really  care,  because  there  is  no 
demand.  But  they  stay  on  until  de- 
mand rises  above  the  supply  line  be- 
cause of  the  old  restrictions. 

Here  We  Go  Again? 

So  far  Myers  has  seen  two  govern- 
ment-caused windfall-profit  real  es- 
tate booms  in  Britain.  He  figures  the 
Labour  government  might  be  setting 
the  stage  for  a  third  one  right  now. 

During  1972  and  1973,  a  Conser- 
vative government  was  in  power.  It 
was  being  blasted  in  the  press  for 
permitting  the  office  building  specu- 
lators to  get  so  rich  (even  though  it 
was  the  reformers  who  were  making 
them  rich).  So,  the  Conservative  gov- 
ernment announced  that  it  would  do 
two  things:  It  would  freeze  commer- 
cial rents  and  would  tax  unrealized 
capital  gains. 

Every  time  they  meddled,  the  pol- 
iticians made  things  worse.  The  Con- 
servative crackdown  restricted  con- 
struction of  office  buildings.  The  con- 
struction industry  screamed  bloody 
murder.  ,\lso,  the  pension  funds— and 
thus  the  workers— were  hurt  because 
they  had  invested  heavily  in  commer- 


cial real  estate  during  the  boom. 
WTien  the  Labour  Party  came  back  to 
power  it  had  to  abolish  the  rent  freeze 
and  the  unrealized  gains  tax  (though 
later  Labour  made  things  worse ) . 
Again,   the  ecology  of   the   economy. 

The  British  politicians  are  still  tam- 
pering. And  the  U.S.?  "This  is  the  wa\ 
the  U.S.  must  go,"  says  Myers.  "It  has 
nothing  to  do  with  left-wing  or  right- 
wing  politics.  Everyone  is  against  un- 
fairness in  the  tax  laws.  And  cities 
must  go  toward  good  environmental 
planning  because  otherwise  there  will 
be  absolute  chaos." 

In  the  planned,  tax-loopholeless 
economy  that  Myers  foresees,  first- 
class  commercial  real  estate  will  be- 
come a  blue-chip  investment.  Owner- 
ship will  drift  increasingly  into  insti- 
tutional hands— as  the  old  owners  sell 
out  at  huge  profits.  "In  the  States,  a 
tremendously  high  proportion  of 
liuildings  is  still  owned  by  individ- 
uals," says  he.  "I  think  that  this  will 
end.  More  and  more  insurance  compa- 
nies and  investment  trusts  will  own 
the  buildings.  As  more  and  more  in- 
stitutions go  in,  that  also  will  push 
the  prices  higher.  It  will  be  a  com- 
pound effect." 

Where  in  the  U.S.  is  Myers  ad- 
vising his  clients  to  buy?  In  the  popu- 
lar areas  that  are  still  expanding,  the 
Sunbelt  cities  such  as  Houston,  Tc\. 
and  Phoenix,  Ariz.  He's  down  on  New- 
York  because  he  thinks  the  constant 
flow  of  adverse  publicity  is  dri\'ing  a 
lot  of  promising  foreign  busincs.ses  to 
locate  elsewhere. 

Myers'  sales  pitch  .sounds  a  bit  ini- 
believable  in  the  present  gloom,  but, 
he  says,  only  "for  the  monu'iit.  In  ton 
years,"  Myers  insists,  "people  won't 
be  laughing. "  ■ 
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Frank  R  Hall 

is  a  tights. 


With  your  money. 

When  we  act  as  your  business 
insurance  brokers,  we  help  with 
more  than  the  selection  of  the 
right  insurance  companies. 

Recently,  for  example,  we 
helped  a  company  add  more  than 
$2  million  to  its  cash  flow.  At  the 
same  time,  we  made  significant 
reductions  in  their  insurance  rates 
that  created  savings  in  excess  of 
$1  million.  All  without  curtailing 
their  basic  coverage^ 

Today,  more  tfian  ever,  you 
have  to  bring  fresh,  flexible, 
innovative  thinking  to  corporate 
risk  management.  Be  it  cash  flow. 
Financial  risk  management  plans. 
Loss  control.  New  funding 
concepts.  Self  insurance.  Or  the 
world  market  for  insurance 
placements. 

We've  become  one  of  the 
world's  leading  insurance 
organizations  by  our  unique 
ability  to  help  companies  find 
better  ways  to  meet  their  financial 
responsibilities. 


Whether  your  business  is 
local,  national,  or  multinational, 
maybe  we  can  improve  your 
bottom  line,  too. 

Offices  in  6 1  major  cities  here 
and  abroad. 

For  further  information  call  or 
write  Richard  A.  Archer,  Chairman, 
Frank  B.  Hall  &  Co.,  Inc., 
549  Pleasantville  Road, 
Briarcliff  Manor,  N.Y.  10510 
(914)  769-9200. 


When  you  need  a  better  solution. 


A  Real  Estate  Lender 
That  Landed  On  Its  Feet 

With  most  of  the  real  estate  business  still  flat 
on  its  back^  Lomas  &  Nettleton  has 
just  turned  in  its  second-best  year  ever. 


This  is  kind  of  a  maii-bites-dog  story. 
It's  about  a  real  estate  company 
that  is  doing  well  these  days. 

Lomas  &  Nettleton  Financial  Corp. 
wasn't  always  the  biggest  mortgage 
banker  in  the  country,  but  it  is  now. 
Before  Jess  Hay  and  DeWitt  T.  Ray 
Sr.— its  lawyer  and  banker— moved  in 
to  take  it  over  in  1965,  it  was  just 
another  Dallas-based  real  estate  hold- 
ing company  known  as  Wallace  Invest- 
ments. It  had  gotten  into  trouble  in 
1963  and  had  to  sell  its  properties. 
Hay  and  Ray  made  their  takeover  of- 
fer: The  price  was  $16  million  in  cash. 

A  quick  inventory  of  the  assets  con- 
firmed that  the  most  attractive  item 
was  a  smallish  old-line  Connecticut 
mortgage  banker  called  Lomas  &  Net- 
deton.  Ray  and  Hay  embraced  the 
name  along  with  the  line  of  busi- 
ness; Wallace  Investments  became  Lo- 
mas &  Nettleton  Co.  and  eventually 
Lomas  &  Nettleton  Financial  Corp., 
mortgage  bankers. 

Mortgage  bankers  are  like  any  oth- 
er sort  of  banker,  except  that  their 
borrowers  are  builders  and  home  buy- 
ers, and  their  investors  are  institutions 
like  insurance  companies  and  banks. 
Like  any  other  banker,  they  need 
two  things:  a  sound  capital  base  on 
which  to  build  their  loan  portfolio  and 
a  keen  sense  of  risk. 

Hay  and  Ray  had  the  latter.  In 
1968  they  were  able  to  bid  on  the 
largest  mortgage  banker  in  Houston, 
which  would  give  them  an  even 
stronger  capital  base.  They  got  it,  ad- 
ding its  $1.5-billion  loan  portfolio  to 
their  own  and  emerging  suddenly  as 
the  largest  mortgage  banker  in  the 
nation.  Current  portfolio:  $5.3  billion. 
The  banks  were  on  a  buying  binge, 
too,  but  L&NF  kept  on  collecting  oth- 
er companies  and  remained  the  larg- 
est. The  runner-up:  Citicorp's  Ad- 
vance Mortgage  Corp.,  a  little  over 
half  as  big. 

L&NF  was  just  in  time  for  the  great 
go-go  years  of  the  real  estate  invest- 
ment trusts.  The  banks  went  wild, 
foisting  money  on  virtually  anyone 
with  a  shovel  in  his  hand,  a  hammer 
in  his  pocket  and  a  gleam  in  his  eye. 
L&NF  sponsored  a  real  estate  invest- 
ment trust,  too.  It  was  something  of  a 
stick-in-the-mud,  with  a  debt-to-equi- 
ty ratio  of  only  2-to-l,  compared  with 


the  4-to-l  ratio  typical  of  the  indus- 
try. L&NF  itself,  in  fact,  was  con- 
sidered by  other  mortgage  bankers 
to  be  over-capitalized;  underlever- 
aged— you  know,  a  real  tortoise. 

And  you  also  know  the  rest.  Like 
everybody  else,  L&NF  had  a  crazy 
year  in  1973.  With  a  capital  base  of 
$117  million,  earnings  rose  to  $1.15  a 
share,  doubling  in  three  years.  The 
price  of  a  share  of  its  stock  soared 
to  about  30  times  earnings.  Then,  as 
for  everybody  else  in  real  estate,  the 
bottom  dropped  out.  The  surprise  is 
how  solidly  L&NF  bounced  back. 
Earnings  plummeted  to  24  cents  a 
share  in  fiscal  1974.  However,  unlike 
most,    L&NF's   earnings   rose   sharply 


Remember,  L&NF  is  first  and  fore- 
most a  mortgage  banker.  Last  year, 
that  wasn't  a  bad  thing  to  be  at  all. 
Like  others,  L&NF  got  squeezed  in 
the  shaip  upsurge  in  interest  rates  in 
1974  and  mortgage  banking  ran  in  the 
red.  But  unlike  most,  it  was  well  pre- 
pared to  ride  out  the  storm,  thanks 
to  that  solid  pillar  of  capital. 

For  one  thing,  Hay  rigged  for 
keavy  weather  early.  He  reduced 
mortgage  trading  exposure  in  which 
he  was  experiencing  substantial  losses. 
He  sharply  increased  loss  reserves,  cut 
staff  and  overhead.  Then  Hay  turned 
to  the  badly  buffeted  housing  mar- 
ket. He  expanded  his  share  of  the 
residential  mortgage  origination  busi- 
ness by  purchasing  additional  mort- 
gage commitments.  Fortunately,  fed- 
eral agencies  like  the  Government 
National  Mortgage  Association  were 
aggressively  supporting  the  housing 
markets  with  mortgage-backed  se- 
curities. Pools  of  Federal  Housing  Au- 
thority-Veterans Administration  mort- 
gages were  also  made  available.  L&NF 
bid  aggressively,  since  it  could  afford 
to,  and  in  fiscal  1976  upped  residential 
mortgage  production  70%. 


"The  go-go  years  are  over  in 
The  investor  is  now  focusing 
things,  like  earnings,  dividen 


real  estate. 

on  more  fundamental 

ds  and  net  worth/' 


to  $1.01  in  the  fiscal  year  that  ended 
June  30. 

Last  month  Jess  Hay,  now  the  45- 
year-old  chairman  of  L&NF,  sighed: 
"I  think  we've  seen  the  worst  of  the 
construction  lending  disaster."  Even 
L&NF's  REIT  seems  to  be  climbing 
out  of  the  woods.  Despite  $77  million 
in  foreclosures  and  noneaming  as- 
sets, the  REIT  has  yet  to  show  an 
operating  loss.  Part  of  the  reason  is 
that  two-thirds  of  its  loans  are  in  Sun- 
belt states,  a  full  one-third  in  Texas 
alone.  The  trust  has  been  reserving 
out  of  earnings;  its  equity  capital  of 
$117  million  hasn't  been  eroded;  its 
debt-to-equity  ratio  is  now  down  to 
1  to  1.  The  REIT  had  to  restructure 
its  management  fee  agreement  with 
L&NF  last  year  (these  fees  accounted 
for  about  20%  of  L&NF's  profit),  thus 
costing  the  company  about  $4  mil- 
lion in  earnings;  but  it  was  the  price 
it  had  to  pay  for  maintaining  the 
health  of  one  of  the  better-run  trusts 
in  the  business. 

Indeed,  it  was  only  the  loss  of 
that  extra  $4  million  that  prevented 
L&NF  from  turning  in  the  best  per- 
formance of  its  history.  As  it  was, 
net  income  of  $6.8  million  or  $1.01  a 
share  was  second  only  to  1973. 


So  while  construction  lending  lan- 
guishes, L&NF  is  cashing  in  on  its 
mortgage  banking  profits.  There  are 
a  lot  of  ways  to  make  money  at  it: 
servicing  fees  and  insurance  agency 
commissions  and,  not  the  least,  the 
interest  to  be  earned  on  warehousing 
mortgages  for  future  delivery  to  in- 
stitutions. All  told,  mortgage  banking 
division  operating  profits  came  to 
nearly  $15  million  in  fiscal  1976,  more 
than  three  times  the  level  of  the  pre- 
vious year.  That  is  what  is  called 
landing  on  your  feet. 

Hay  readily  admits  he  can't  match 
this  year's  sharp  increase  in  mortgage 
banking  margins  next  year,  but  vol- 
ume will  be  up.  And  short-term  con- 
struction lending  is  slowly  coming 
back.  With  its  stock  selling  at  around 
$7.63-30%  less  than  book  value-and 
yielding  around  6.5%,  however, 
L&NF  is  still  being  tarred  with  the 
same  brush  as  a  myriad  of  less  healthy 
real  estate  stocks.  Hay  looks  at  it 
philosophically,  saying,  "The  go-go 
years  are  over  in  real  estate  and  a 
more  sober  environment  prevails.  The 
investor  now  is  focusing  on  more  fun- 
damental things  like  earnings,  divi- 
dends and  net  worth."  L&NF  looks 
good  on  all  scores.   ■ 
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This  announcement  constitutes  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  these 
securities.  The  offering  is  made  only  by  the  Prospectus,  copies  of  which  may  be  obtained  in  any 
State  from  such  of  the  undersigned  and  others  as  may  latvfully  offer  these  securities  in  such  State. 


New  Issues 


$300,000,000 


ARCO  Pipe  Line  Company 

$150,000,000    7V2%  Guaranteed  Notes  Due  1982 

Price  100% 


(Plus  Accrued  Interest) 


$150,000,000    73/4%  Guaranteed  Notes  Due  1986 

Price  99.65% 

(Plus  Accrued  Interest) 


Payment  of  Principal  and  Interest  Unconditionally  Guaranteed  by 


Atlantic  Richfield  Company 


Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Morgan  Stanley  &  Co. 

Incorporated 


Blyth  Eastman  Dillon  &  Co. 

Incorporated 


The  First  Boston  Corporation 
Goldman,  Sachs  &  Co.       Salomon  Brothers      Bache  Halsey  Stuart  Inc.      Dillon,  Read  &  Co.  Inc 


Drexel  Burnham  &  Co.      Hornblower  &  Weeks-Hemphill,  Noyes      E.  F.  Hutton  &  Company  Inc. 

Incorporated  Incorporated 


Kidder,  Peabody  &  Co. 

Incorporated 


Kuhn,  Loeb  &  Co. 


Lehman  Brothers 

Incorporated 


Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 


Wertheim  &  Co.,  Inc. 

September  29,  1976 


White,  Weld  &  Co. 

Incorporated 


Loeb,  Rhoades  &  Co. 
Warburg  Paribas  Becker  Inc. 
Dean  Witter  &  Co. 

Incorporated 


Faces  Behind  the  Figures 


fsnmt-  ViatMi'ja  uw.^mi> 


Marketing, 
Socialist  Style 

When  Club  Mediterranee  went  pub- 
lic in  1966,  some  say  that  Gilbert 
Trigano,  a  former  journalist  for  the 
Communist  daily  I'Humanite  who  runs 
the  company,  made  a  sea-change  of 
his  own:  He  gave  up  communism  for 
socialism.  Trigano  claims  he  is  simply 
eclectic,  taking  the  best  parts  from 
every  ideology.  Last  month,  for  ex- 
ample, he  was  much  too  busy  with 
capitalism  to  think  about  socialism. 
He  was  busily  planning  expansion  of 
his  $190-million  sales  beachhead  of 
his  Club  Med  in  Canada,  the  U.S., 
Mexico  and  the  Caribbean. 

Trigano  is  chairman  of  the  fast- 
growing  string  of  vacation  spas— 
70-plus  "villages"  stmng  out  from 
Bulgaria  to  the  Ivory  Coast  to  Mar- 
tinique. Last  year,  when  the  tourist 
industry  generally  was  still  recover- 
ing from  awful  economic  weather. 
Club  Med  managed  to  push  up  net 
sales  by  34%  and  net  income  by  47%, 
to  $8.9  million.  Trigano  expects  an- 
other 17%-to-20%  increase  this  year. 

Club  Med  bears  royal  witness  to 
the    old   saw:    A    Frenchman    carries 


his  heart  on  the  left,  but  his  wallet 
on  the  right.  Its  villages  are  actually 
socialism  on  a  small  scale.  Within 
Club  Med,  there  is  no  money,  only 
poppet  beads  for  drinks.  Egalitarian- 
ism  is  stressed,  and  "the  Club  group" 
where  members  and  workers  mingle 
freely  is  the  controlling  principle.  At 
Club  Med  you  can  snorkel  in  the 
morning,  read  Rousseau  in  the  after- 
noon and  hunt— usually  members  of 
the  opposite  sex— by  night. 

In  the  real  world,  Club  Med  is  ag- 
gressively capitalist.  It  has  swallowed 
up  at  least  three  competitors  since 
1955,  depends  on  long-term  leases  to 
keep  its  balance  sheet  lean  and  tight. 
Its  18%  return  on  equity  keeps  its 
stock  trading  at  around  $79,  or  about 
19  times  earnings  on  the  Paris  stock 
exchange. 

Trigano's  efforts  to  open  up  the 
New  World  to  French  and  North 
American  tourists  have  gone  \er\ 
well,  so  far.  With  a  few  exceptions. 
It  seems  an  experimental  village  in 
Communist  Havana  and  plans  for  a 
ski  village  in  capitalist  Vail,  Colo, 
failed  for  essentially  the  same  reason 
—the  locals  insisted  on  a  piece  of  the 
management,    a    piece    that    Trigano 


Trigano  of  Club  Med 

wasn't  willing  to  give  up,  lest  the 
integrity  of  "the  group"  be  violated. 
If  that  sounds  terribly  doctrinaire, 
just  remember  that  is— subtly— what 
Club  Med  is  all  about.   ■ 


Three  Years  Of  War? 


Just  four  years  ago  fomner  Presi- 
dent Nixon  was  talking  of  slashing 
the  military's  strategic  stockpile  by 
85%  or  $3.9  billion.  Congress  refused 
to  comply.  Now  for  the  first  time  in 
15  years,  the  U.S.  will  be  expanding 
its  $7.4-billion  stockpile  of  93  "critical 
materials"— ranging  from  antimony 
and  aluminum  oxide  to  titanium  and 
industrial  diamonds.  The  man  in 
charge  of  the  program,  which  will 
begin  in  about  a  year  if  Congress  ap- 
proves, is  General  Leslie  Bray,  the  55- 
year-old  director  of  the  Federal  Pre- 
paredness Agency— a  wing  of  the 
General  Services  Administration. 

"After  conducting  a  major  policy 
review  for  the  past  year,"  Bray  says, 
"we  are  now  looking  toward  our 
stockpile  to  satisfy  our  requirements 
for  three  years  of  war  rather  than  for 
the  first  year  of  a  war,  as  President 
Nixon  had  decided  on  in  1973.  That's 
a  major  change.  Secondly,  we  are  vis- 
ualizing a  large  mobilization  effort." 

It's  not  so  much  that  military  strat- 
egy has  shifted,  he  goes  on,  as  that 
the  Pentagon  does  not  wish  to  get 
caught  with  an  oil  embargo  or  a 
copper,  lead  or  zinc  embargo  right  in 
the  middle  of  a  shootout.  "Therefore 
it's  essential  that  we  look  at  some 
of  our  raw  material   re(iuirements  on 


a     longer     term     basis,"     says     Bray. 

He  quickly  dismis.ses  as  "ab.solutely 
incorrect"  .speculation  that  the  stock- 
pile buildup  is  related  to  Secretary 
Kissinger's  recent  African  trip.  (Afri- 
can governments  desperately  want  a 
better  price  for  the  raw  materials  they 
produce,  and  U.S.  stockpiling  could 
certainly  help  rai.se  prices.) 

Bray,  a  Texan  who  spent  32  years 
in  the  Air  Force— most  recently  as  its 
chief  long-range  planner— before  com- 
ing to  the  FPA  three  years  ago,  con- 
cedes that  businessmen  "may  find  the 
long-range  implications  of  these  pro- 
grams useful."  But  just  how  useful  is 
another  matter.  Under  Bray's  new  An- 
nual Materiel  Plan,  the  FPA  may  be 
a  net  seller  some  years,  a  net  buyer 
others  and  may  change  the  pace  of 
the  buildup  at  any  moment,  as  cir- 
cumstances dictate.  The  intent,  among 
other  things,  is  to  minimize  market 
price  impact.  Moreover,  some  12  ma- 
terials are  currently  in  excess  supply, 
and  another  nine  are  already  stock- 
piled on  target. 

Still,  for  the  remaining  72  materials, 
including  copper,  lead,  zinc  and  rub- 
ber, the  program  looks  like  the  closest 
thing  to  a  federal  support  program 
that  has  been  seen  in  many  a  long 
vear.    ■ 
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Faces  Behind  the  Figures 
Billion  On  A  Shoestring 

Empires  are  still  being  built  in  the 
oil  and  gas  business.  When  John  R. 
McMillan  took  over  Reserve  Oil  & 
Gas  in  1963,  it  had  revenues  of  $3 
million  and  an  aftertax  loss  of 
$181,000.  Today  McMillan,  now  66, 
runs  a  $l-billion  company  that  is 
into  California  refining  and  market- 
ing, worldwide  oil- trading  and  ship- 
ping and  explores  for  oil  and  gas  in 
areas  as  far  apart  as  Alaska  and  the 
Gulf  of  Oman.  His  big  coup  came 
in  1973  when  he  acquired  Western 
Crude  Oil,  an  oil  trading  and  trans- 
portation company  which  currently 
accounts  for  nearly  80%  of  Reserve's 
revenues. 

McMillan,  a  smiling,  slow-spoken 
man  who  had  run  a  series  of  small 
oil  and  gas  companies  before  coming 
to  Reserve,  performed  a  fast  parlaying 
operation.  He  started  by  buying  small 
producing  companies  with  produc- 
tion payments  against  their  own  rev- 
enues and  gradually  expanded  the 
scope  of  his  acquisitions.  He  was  do- 
ing nicely  but  not  spectacularly 
when  the  Organization  of  Petroleum 


McMillan  of  Reserve  Oil  &  Gas 

Exporting  Countries  came  along  and 
more  than  trebled  the  price  of  oil. 
Reserve  earned  40  cents  a  share  in 
1972;  last  year  $1.35.  Earnings, 
however,  were  down  slightly  for  the 
first  six  months  of  this  year  as  mar- 
gins in  the  oil-trading  operation  nar- 
rowed, more  than  offsetting  gains  in 
other  areas. 

Reserve's  total  profits  came  to  $17 


million  last  year— more  than  total  rev- 
enues in  1967.  Paying  only  small  divi- 
dends, and  with  an  awareness  that  his 
big  revenues  are  producing  only  about 
1  cent  on  the  sales  dollar,  McMillan 
is  pouring  as  much  money  as  he  can 
get  his  hands  on  into  exploration, 
where  the  returns,  if  you  find  oil, 
are  considerably  more. 

The  company  has  promising  leases 
in  the  Gulf  of  Mexico  plus  major 
holdings  in  a  new  Utah-Wyoming  pro- 
ducing area;  it  began  drilling  this 
year  on  Halbouty  Alaska's  tract  ad- 
jacent to  already  proven  areas;  and 
McMillan  is  looking  for  partners  to 
help  explore  a  large  concession  in 
the  Gulf  of  Oman.  If  he  hits  big,  he 
won't  be  able  to  use  his  new  produc- 
tion himself,  because  Reserve's  Mo- 
hawk refinery  at  Bakersfield,  Calif,  is 
already  running  flat  out.  But  you  can 
bet  that  McMillan  won't  shrink  from 
trying  to  buy  another  refinery  if  he 
finds  the  oil.  Isn't  he  satisfied  with  $1 
billion  in  revenues?  Not  when  those 
revenues  produce  only  pennies  at  the 
bottom  line.  Besides,  in  today's  oil 
business,  a  billion  dollars  is  almost 
small  change.  ■ 


The  Mysterious 
l\lr.  lUuller 

"One  cannot  do  substantial  transac- 
tions like  this  without  a  certain 
amoxmt  of  wealth,"  sniffs  N.  Norman 
Muller,  long  distance  from  the  posh 
Plaza  Athenee  Hotel  in  Paris. 

True  enough.  Muller  had  just 
agreed  in  principle  to  acquire  per- 
sonally the  European  (and  profitable) 
half  of  SCM's  troubled  coated  paper 
copier  business  (Forbes,  Sept.  15). 
Essentially  a  900-man  distribution 
network  for  copiers  made  by  oth- 
er companies,  the  business  did  $43 
milUon  in  fiscal  1976  ended  last  June. 
While  Muller  declines  to  specify  the 
price,  it 'was  probably  $8  million  to 
$10  million— a  modest  multiple  of  the 
operation's  $2-million  operating  prof- 
its. "It  was  a  cash  transaction,"  says 
Muller.  "I  use  my  own  money.  It 
makes  life  substantially  easier,  don't 
you  agree?" 

Oh,  clearly.  But  exactly  what  ap- 
peal SCM's  ailing  overseas  subsidiary 
has  to  Muller  is  far  from  clear.  (An 
investment  banking  firm  had  trotted 
it  around,  he  says,  and  "I  just  Uked 
the  management  and  the  business.") 
As  businesses  go,  however,  it  is  not 
especially       likable.       Lease-renewal 


rates  have  been  declining  and  the  sub- 
sidiary's earnings  for  fiscal  1977  are 
expected  to  be  lower. 

Nor  does  Muller  possess  any  dis- 
cernible expertise  in  the  copier  busi- 
ness. He  is  the  former  chairman  of 
Liquidonics,  a  small  parts  maker  for 
hydraulic     equipment     whose     only 


H.  Norman  Muller 


brush  with  fame  came  in  1967  from 
an  ill-fated  takeover  attempt  of  $124- 
million  sales  (then)  UMC,  a  compa- 
ny 13  times  its  size.  The  attempt 
nearly  bankrupted  Liquidonics. 

But  the  last  had  not  been  heard 
from  Muller,  a  business  and  engineer- 
ing graduate  of  the  City  College  of 
New  York,  who  grew  up  in  rather 
modest  circumstances.  His  invest- 
ments, he  says,  have  enjoyed  a  cer- 
tain success.  His  most  recent  venture 
is  men's  apparel  and  cosmetics  (Pe- 
trocelli  clothes,  Eagle  shirts,  i-Na- 
tural  cosmetics  and  Riverside  Manu- 
facturing). "I  was  very  lucky,  I 
bought  it  just  at  the  turn,"  he  says 
of  Petrocelli.  "My  first  acquisition  in 
the  field  was  in  December  1974  and 
my  last  was  earlier  (his  year. 

"If  you  take  all  the  businesses  in 
which  I  have  a  controlling  interest 
and  add  them  to  this  SCM  subsidiary, 
I'm  sure  the  aggregate  sales  volume 
would  be  substantially  higher  than 
$80  million,"  says  Muller.  How  much 
higher?  And  where  did  he  get  all 
that  cash? 

Muller  refuses  to  say.  After  all,  this 
is  a  man  who  is  so  discreet  he  won't 
even  reveal  his  first  name.  "Wild 
horses  couldn't  drag  that  out  of  me," 
he  says,  with  a  chuckle.  "That's  the 
most  sensitive  topic  of  all."  ■ 
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Faces  Behind  the  Figures 


Winning 
By  Omission 

CiiARLS  Walker  has  a  doctorate  in 
economics,  used  to  teach  at  Wharton 
and  was  second  in  command  at  the 
Treasury  Department  during  the  early 
Seventies.  He  favors  three-piece  suits 
and  expensive  cigars  and  tools  around 
Capitol  Hill  in  a  chauffeured  lim- 
ousine. Walker's  speech  is  pure  niral 
Texas  drawl,  but  his  articles  on  tax 
policy  show  up  frequently  on  the 
Washington  Post's  editorial  page. 

Literary  ability,  however,  isn't  the 
source  of  Walker's  current  six-figure 
income.  His  knack  for  keeping  Con- 
gress from  drafting  nasty  tax  code 
amendments  is  much  more  lucrative. 
One  of  Walker's  major  accomplish- 
ments, in  fact,  is  a  notable  omission 
from  the  brand-new  tax  bill. 

Three  years  ago,  eight  blue-ribbon 
corporations— among  them  Alcoa, 
Ford,  General  Electric  and  Union 
Carbide— put  him  on  retainer  to  make 
sure  they  wouldn't  lose  their  right  to 
defer  taxes  on  overseas  earnings.  So 
far,  despite  several  close  votes.  Wal- 
ker has  done  his  job.  Critics  claim 
deferral  is  a  $600-million  business 
loophole,  but  Walker's  clients  argue 
that  a  U.S.  levy  on  profits  they  don't 
bring  home  would  make  it  tougher 
to  compete  with  foreign  firms. 


How  did  the  54-year-old  Walker 
sell  that  view?  By  explaining  to  law- 
makers that  foreign  subsidiaries  are 
major  customers  for  exports  from  the 
home  office.  "No  matter  how  liberal 
a  member  is,"  he  says,  "show  him 
that  something  might  hurt 
employment  in  his  own 
district  and  you'll  get  his 
attention." 

Walker's  attention-get- 
ting abilities— enhanced  by 
his  own  ten  years  as  top 
lobbyist  for  the  American 
Bankers  Association  and 
a  13-person  staff^— make 
him  a  Mr.  Fix-it  for  lots 
of  businessmen.  He  gave 
big  East  Coast  shippers  a 
voice  in  the  creation 
of  Conrail,  and  this 
spring  helped  cigarmak- 
ers  change  the  archaic 
bracket  system  for  taxing 
their  products.  Walker 
takes  his  lumps,  however. 
Airlines  didn't  get  the  ex- 
panded investment  cred- 
its they  hired  him  to  pro- 
duce. Similarly,  he  wasn't 
able  to  get  the  Congress 
to  reject  potential  antiboy- 
cott  penalties  for  Arab- 
world  builders  Bechtel 
and  Fluor. 


Walker's  line  of  work— lobbying— is 
not  the  kind  of  thing  that  gives 
"countergovernment"  its  special  char- 
acter (see  p.  106).  Think  of  it— and 
of  him— as  a  battle-tested  bomber  in 
an   age   of  more   exotic  weaponr\-.   ■ 


Lobbyist  Walker 


Tiie  Summer 
Of  69 


Fisher  of  Fisher  Scientific 


Ben  Fisher  remembers  1969  with  a 
certain  wistfulness.  That  was  the  year 
Fisher  Scientific  (41%  family-held) 
sold  at  59  times  earnings. 

Fisher  thinks  that  was  because 
Wall  Street  mistook  the  distributor  of 
laboratory  equipment  and  chemicals 
for  a  high-technology  hotshot.  More 
likely  it  was  because  Wall  Street  was 
slow  in  noticing  Fisher's  disastrous 
drop  in  earnings  over  the  preceding 
two  years. 

In  any  case,  the  Fisher  l^rothers 
are  leaving  day-to-day  operations  to 
nonfamily  members  and  would  even 
consider  selling  out  at  the  right 
price.  Aiken,  64,  stepped  down  as 
chairman  last  year;  Ben,  60,  chief 
executive  since  1965;  gave  up  that 
title  in  1975;  and  Jim,  56,  remains 
marketing  head,  but  apparently  is  not 
interested  in  heading  the  business. 
But  with  Fisher's  stock  selling  around 
eight  times  1975  earnings  ($5.6  mil- 
lion on  sales  of  $200  million)  these 
days,  prospective  acquisitors  aren't 
ofl^ering  1969  style  prices. 

To  boost  profits,  which  only  in 
1974    recovered    from    a    seven-year 


slump,  Fisher  moved  into  the  man- 
ufacture of  sophisticated  electron- 
ic gear  used  in  clinical  and  materials 
testing.  Result:  a  1973  write-off  of 
$2.5  million.  "For  a  while  there  we 
were  struggling  for  direction,"  con- 
cedes Edward  Perkins,  who  took  over 
from  Ben.  "Sophisticated  instrumen- 
tation isn't  our  basic  business." 

Fisher  Scientific  was  also  a  bit  too 
polite  with  its  customers,  says  Per- 
kins. "When  we  told  our  salesmen  that 
it  was  a  perfectly  acceptable  business 
practice  to  talk  about  getting  paid  on 
time,  there  was  a  .shock  in  the  room 
like  we  were  talking  a  new  lan- 
guage," he  recalls.  "It  was  a  most 
amazing  thing." 

The  company  installed  a  compu- 
terized order  system  and  added  more 
distribution  centers  to  ensure  prompt 
delivery  and  keep  inventori(>s  low, 
Perkins  goes  on. 

Still  when  Ben  thinks  about  how 
Wall  Street  fell  in  love  with  him,  he 
realizes  it  was  folly.  "Plainly,  many 
phases  of  science  are  glamorous,  and 
many  others  are  not,"  he  says.  Biit  it 
was  nice  while  it  lasted.   ■ 


126 


FORBES.   OCTOBER    15,    1976 


i 


^^_^  HowDelMonle 
increased  sales  in 
the  West's  toughest  market, 

(Another  Combined  Communications  Corporation  success  story.) 


There's  one  simple  rule  in  the  food  business: 
If  they  can't  find  you,  they  can't  buy  you. 

The  best  food  product,  priced  right,  and 
backed  by  the  best  advertising  in  the  world,  will 
fall  flat  on  its  face  if  it  gets  buried  on  the  wrong 
supermarket  shelf. 

Last  year  Del  Monte  had  that  problem  in 
Southern  California.  Their  pickles  had  good  dis- 
tribution, but  poor  shelf  position  and  inadequate 
facings. 

They  came  to  PI  A,  Combined  Communica- 
tions' supermarket  merchandising  service.  PI  A 
assists  manufacturers  at  the  all-important  store 
level.  Our  people  physically  get  the  product  out 
of  the  storeroom  and  onto  the  shelf.  Develop 
and  maintain  maximum  facings.  Upgrade  shelf 
position.  Rotate  and  restock  product.  And  set  up 
point-of -purchase  materials.  A  total,  coordinated 
merchandising  service. 

The  results:  In  12  months  Del  Monte's  case 
sales  were  up  18%  and  distribution  climbed  from 
90  to  92%. 


PIA  is  one  important  part  of  Combined  Com- 
munications Corporation.  We  also  own  and  oper- 
ate television  stations,  radio  stations,  a  big  city 
newspaper  and  a  number  of  outdoor  advertising 
companies.  Our  business  is  helping  companies 
like  Del  Monte  move  their  products  and  services 
on  a  local,  regional  and  national  basis. 

Their  success  means  our  success.  Last  year 
CCC  sales  were  up  34%  to  $151  million.  Our  prof- 
its have  been  up  every  year  since  our  formation 
eight  years  ago.  1976  will  be  a  very  good  year. 
So  will  1977.  And  1978. 

Our  only  business  is  selling  (through  adver- 
tising and  merchandising)  the  goods  and  services 
of  others. 

And  we're  good  salesmen. 

If  you  would  like  to  know  more  about  us  and 
receive  our  most  recent  Annual  Report,  Form  10-K 
and  quarterly  reports,  write  to  Ray  Cox,  Vice 
President  Corporate  Relations,  PO.  Box  25518, 
Phoenix,  Arizona  85002.  Our  symbol  on  the  New 
York  Stock  Exchange  is  CCA. 


Combined  Communications  Corporation 


COMMUNICATING  WITH  PEOPLE 


-ai  TELEVISION  -  WXIA-TV 

•!|  (ABC)  Atlanta  KBTV-TV 
"  (ABC)  Denver  WPTATV 
(ABC)  fort  Wayne  KARK-TV 


a 


(NBC)  Little  Rock  WLKYTV  (ABC) 
Louisville  KOCO-TV  (ABC)  Oklahoma 
City  KTAR  TV  (NBC)  Phoenix 


Jilllllllllll  RADIO -WSAI-AM  &  FM 

J I  Cincinnati  WWOJ-AM 

■lil  llllll  1  Hackensack  KIIS-AM  & 

'■' ■  FM  Los  Angeles  KBBC- 

FM  Phoenix  KTAR-AM  Phoenix  KEZL- 
FM  San  Diego  KSDO-AM  San  Diego 
MUZAK  Arizona 


n  r 


OUTDOOR-  Eller  Outdoor  Adver- 
tising Companies  of  Arizona. 
California,  Colorado,  Flint/Grand 
Rapids.  Kansas  City,  Michigan. 


St  Louis,  Texas  Pacific  Outdoor  Advertising  Com- 
pany. Los  Angeles  and  Southern  California.  Claude 
Neon  Industries  Limited,  Canada. 


^Ji^^ir^fifRT- 

Claude  Neon  Industries  Limited. 
Canada  Tennessee  Continental 
Corporation  (TENCON),  Center- 
villa.  Tennessee. 


NEWSPAPERS  - 

The  Cincinnati  Enquirer 

SUPERMARKET  MER- 
CHANDISING -  PIA 

Merchandising  Company, 
throughout  California 
Arizona  and  Nevada 


The  4  Basic  LTV  Strengths: 


•  II 


Steel, 
Defense  and 
Management. 


LTV  is  a  multi-industry  operating  company  with 
three  major  corporations  in  industries  that  are 
basic  to  the  economy  of  the  United  States. 

Wilson  in  meat  and  grocery  products. 
Jones  &  Laughlin  in  steel.  And  Vought  in 
defense  as  well  as  commercial  aircraft  com- 
ponents, space  launch  vehicles  and  ground 
transportation  systems. 

But  the  heart  of  our  newly  strengthened 
LTV  Corporation  is  our  management.  In  the 
past  18  months  we  have  searched  out  and 
found  some  of  the  finest  managers  in  America, 
in  addition  to  elevating  gifted  executives 
from  within. 

LTV  has  strengthened  its  management 
with  new  presidents  in  its  two  largest  sub- 
sidiaries, as  well  as  the  parent  corporation 
itself:  Kenneth  j.  Griggy,  Wilson  &  Co.;  Thomas 
C.  Graham,  Jones  &  Laughlin  Steel  Corpora- 
tion; Raymond  A.  Hay,  The  LTV  Corporation. 
We  also  have  highly  skilled,  new  officers  in 
legal,  finance,  personnel,  communi- 
cations and  planning.  And  aggressive, 


new  marketing  officers,  production  managers 
and  administrators. 

All  of  our  strengthened  and  realigned  man- 
agement teams  are  imbued  with  our  corporate 
policy  of  managing  the  basics.  Which  not  only 
is  meaningful  for  long-range  goals,  but  also 
very  simply  states  what  we  take  great  pride 
in  doing  in  this  company.  Because  we  know 
that  a  basic  industry,  well  managed,  can  grow 
faster  than  theGNP. 


A^ef^ 


Paul  Thayer (/ 
Chairman  of  the  Board 
and  Chief  Executive  Officer 


Our  ticker  symbol  is  LTV,  and  shares  are  traded 
on  the  NYSE  and  Pacific  Coast  Stock  Exchange. 
We'd  like  you  to  know  more  about  LTV  and 
how  we  manage  the  basics.  Write  for  our 
annual  report; 

The  LTV  Corporation,  LTV  Tower, 
PO.  Box  5003,  Dallas,  Texas  75222. 


Managing  the  Basics 

Jones  &  Laughlin  Steel  Corporation  •  Vought  Corporation  •  Wilson  &Co.,  Inc 
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Money  And  Investments 


The  Economy 


A  Natural  Pause 


You  CAN  READ  anything  you  want 
into  the  current  economic  statistics 
and  justify  any  pohtical  interpretation. 
On  the  one  hand  the  gross  national 
product  shows  considerable  slow- 
ing in  growth.  ("Republican  Reces- 
sion," quoth  the  Democrats.)  But  oth- 
er economic  series— corporate  profits,  ^^^^^^^^^^^ 
for  example,  industrial  production, 
housing  starts— look  very  strong.  ("Things  are  going  well," 
quoth  the  Republicans. ) 

As  things  now  stand,  the  economy  is  apolitical,  seem- 
ing to  favor  neither  side— or,  if  you  prefer,  favoring 
both  sides. 

But  let's  look  a  bit  closer.  If  you  examine  previous 
strong  economic  recoveries  you  find  that  things  are  going 
pretty  much  on  course.  Take  the  1961-65  recovery.  At 
the  beginning,  unemployment  dropped  sharply  for  12 
months,  only  to  rise  again  for  six  months  prior  to  descend- 
ing again.  The  temporarily  increasing  unemployment  fig- 
ures scared  a  lot  of  people  then,  too.  But  it  was  a  tem- 
porary situation  caused,  perhaps,  by  the  return  to  the 
labor  market  of  a  good  many  people  who  had  dropped 
out  during  the  worst  of  the  recession.  It's  analogous  to 
the  stock  market:  Even  the  strongest  rallies  are  inter- 
rupted by  reactions. 

In  a  sense,  then,  business  is  doing  better  than  the  gross 
national  product.  How  can  this  be  so?  People  deeply  in- 
volved in  these  statistical  matters  suspect  that  some- 
thing may  be  wrong  with  the  GNP  figures. 

How  else  to  explain  the  big  shortfall  in  the  federal 
deficit?  A  year  ago,  estimates  of  the  federal  deficit  for  the 


''In  a  sense^  business  is  doing 

better  than  the  gross  na- 
tional product . . .  something 
may  be  wrong  with  GNP" 


fiscal  year  ending  June  30,  1976  ran 
as  high  as  $90  billion;  the  consensus 
figure  was  $76  billion.  In  the  end,  the 
deficit  was  only  $66  billion.  The  def- 
icit was  less  than  expected  because 
federal  outlays  were  $366  billion  rath- 
er than  the  $374  billion  expected  by 
^^^^^^^^^^^      President  Ford. 

"Ah-ha!"  say  the  skeptics.  "The  Ad- 
ministration is  playing  games.  It  is  holding  back  paying 
bills  in  order  to  make  the  deficit  look  smaller  and  to  justify 
Republican  claims  of  saving  the  taxpayer  money."  This  is 
a  nice  argument,  but  it  doesn't  hold  water.  If  it  were  tine, 
the  federal  deficit  for  the  first  quarter  of  fiscal  1977  would 
have  reflected  the  deferred  payments— it  would  have  been 
huge.  Only  it  wasn't.  The  deficit  for  the  June-to-September 
quarter  was  $15  billion  as  against  the  $18  billion  that  was 
predicted  this  summer.  Why  is  spending  running  behind 
expectations?  In  part  because  welfare  and  unemployment 
claims  are  running  less  than  expected.  If  this  isn't  a  sign 
of  strength  in  the  economy,  what  is? 

Currently  Congress  is  working  on  a  budget  for  fiscal 
1977  with  a  spending  ceiling  of  $413  billion  and  projected 
revenues  of  $363  billion.  Projected  deficit:  $51  billion. 
Smart  money,  however,  is  betting  on  a  deficit  of  only  $45 
billion  or  even  less. 

But  let's  not  make  a  fetish  out  of  these  two  numbers— 
GNP  growth  and  unemployment.  As  Forbes  showed  last 
issue,  the  unemployment  figure  can  be  deceptive.  Indus- 
trial production  continues  to  rise,  corporate  profits  remain 
high  and  housing  is  picking  up.  What  is  needed  now  is 
not  more  spending,  more  stimulus,  but  patience.   ■ 


Period  of  Economic  Recession  as  Defined  by  the  National  Bureau  of  Economic  Research 

70-* 

THE  FORBES  INDEX 


FORBES  ESTIMATE 


Comp..M  il  1(1  the  following: 
PRODUCTION 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


1969 

(<  r^!i'- privately  owned  h         : ;,     •■;-; 

CONSUMPTION 

*  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

*  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

*  How  costly  are  services?  (U.S.  Dept.  of  Labor 


tL'.wQC   price    ^■■d!:\    it  _  '■  '  sumer 

price  index) 

INCOME 

*  How  much  are  workers  earning?  (Dept.  of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

*  How  many  people  have  been  laid  off?  (U.S. 
Oept.  of  Labor  initial  unemployment  claims) 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


I 


Long-Term  Interest  Rates 
Are  Going  Lower 

By  Ben  Weberman 


^'In  these  things  it  is  the  trend  that  counts, 

not  the  absolute  number . . .  the  inflationary  trend 

remains  in  the  right  direction— down." 


t's  getting  lonely  here.  When  I 
first  forecast  last  February  that  long- 
term  and  short-term  interest  rates 
would  be  sharply  lower  at  year-end, 
I  had  some  company— not  much  but 
some.  The  conventional  outlook  at  the 
time  was  that  the  economy  would  be 
moving  up  strongly  and  that  inflation 
would  be  reheating.  It  was  common 
to  hear  forecasts  of  the  bank  prime 
rate  at  8%  or  9%  and  bond  yields  at 
10%  or  higher  for  good-quality  debt. 

However,  Albert  Wojnilower,  the 
money  market  economist  at  First  Bos- 
ton Corp.,  and  Henry  Kaufman,  the 
money  market  economist  at  Salomon 
Brothers,  did  feel  that  yields  would 
be  going  down.  I  was  flattered  to  be 
part  of  such  a  distinguished  minority. 

That  stubborn  Inflation 

What  I  predicted  was  that  high- 
quality  utility  bonds,  then  yielding 
9%,  would  fall  to  under  7%  by  year's 
end.  I  thought  money  market  instru- 
ments, Treasury  bills,  CDs  and  the 
like,  would  be  down  to  5%  from  5.5%. 
My  projections  were  based  on  expec- 
tations of:  1)  a  gradual  recovery  in 
the  economy;  2)  a  tremendous  gain  in 
profits  making  it  unnecessary  for  cor- 
porations to  go  to  the  money  mar- 
ket; and,  3)  a  less-than-expected  cash 
demand  by  the  Treasury. 

I  still  expect  long-term  interest 
rates  to  fall,  although  I  admit  I'm 
uncomfortable  with  the  timing  of  my 
prediction  of  7%  or  less  by  year-end. 
However,  I  am  lonelier  than  ever  now. 
Al  Wojnilower  recently  told  fellow 
employees  that  he  felt  interest  rates 


had  hit  bottom— with  high-quality 
bonds  at  8. 1%— although  he  doesn't 
look  for  a  sharp  rise.  Henry  Kaufman 
now  feels  about  the  same  way:  In- 
terest rates  have  hit  bottom,  but  no 
powerful  rise  in  them  is  under  way. 
Both  Wojnilower  and  Kaufman 
give  the  same  reason  for  believing 
that  interest  rates  will  not  drop  fur- 
ther: Inflation  has  stubbornly  refused 
to  slow  from  its  current  5%-to-6%  an- 
nual rate;  therefore,  lenders  will  not 
lower  their  demands  appreciably  from 
the  current  level. 

Runaway  Boom?  Forget  It 

With  all  respect  to  these  distin- 
guished economists,  I  will  stick  to  my 
predictions  that  interest  rates  still 
have  a  way  to  go  on  the  downside. 
I  disagree  with  them  that  inflation— 
and  inflationary  expectations— are  go- 
ing to  remain  as  high  as  they  still 
are.  Inflation  has  come  down  by  three 
or  four  points  this  year.  If  it  can 
be  brought  down  even  another  point, 
expectations  will  moderate  further.  In 
these  things  it  is  the  trend  that  counts, 
not  the  absolute  number.  And  I  think 
the  trend  remains  in  the  right  direc- 
tion—down. 

Don't  ever  forget  that  there  is  a 
margin  for  inflation  in  interest  rates. 
"Real"  yields  of  8%  or  9%  or  10%  could 
not  possibly  exist  for  long  and  rarely 
have.  A  major  part  of  such  high  rates 
is  to  compensate  the  lender  for  what 
inflation  will  do  to  his  dollars;  his 
real  yield  is  probably  only  2%  or  3%. 
That's  why  interest  rates  can  come 
down  further  as  expectations  change. 
Current  high  rates  reflect  in  part  the 
expectation  of  a  good  many  people 
who  think  inflation  is  going  to  take 
off  again. 

As  for  a  runaway  boom   this   year 


pushing  interest  rates  up,  that  view 
has  few  adherents  left.  "Moderate 
growth"  is  what  the  Federal  Reserve 
Open  Market  Committee  unanimous- 
ly predicted  for  the  economy  in  the 
just-published  summary  of  its  Aug. 
17  meeting.  There  was  no  more  talk 
about  demand  straining  industrial  ca- 
pacity or  about  bottlenecks. 

Instead  there  is  growing  likelihood 
of  a  reduction  in  the  all-important 
Federal  funds  rate  (Forbes,  Sept. 
15,  p.  119)  if  the  unemployment  rate 
grows;  the  next  step  down  would 
probably  be  to  5%  from  the  current 
5/4%.  Such  a  decline  in  this  bench- 
mark rate  would  spill  over  into  all  in- 
terest rates.  This  could  bring  long- 
term  interest  rates  down  to  7.5%  by 
year's  end.  This  is  not  as  low  as  I 
once  thought  likely,  but  it  is  a  good 
deal  lower  than  most  of  the  experts 
thought  likely  earlier  in  the  year.  Or 
expect  now.  And  it  would  still  be  head- 
ing down  toward  7%. 

As  of  this  writing,  a  two-year  Trea- 
sury note,  exempt  from  state  and  lo- 
cal income  taxes,  pays  6.3%,  a  five- 
year  note  7%.  Long-term  Treasuries 
pay  7.8%.  The  best  corporates  pay  8%. 

Your  Best  Buys  9 

Because  the  Treasury  has  been  bor- 
rowing heavily,  the  spread  between 
long  Treasuries  and  long  corporates 
is  down  to  about  0.2%.  That's  unusu- 
ally thin.  On  this  basis.  Treasuries  arc 
the  better  buy.  If  you  accept  my  view 
that  long-term  interest  rates  (and  in-  j 
flationary  expectations)  are  coming 
down  this  year,  long-term  Treasuries 
are  your  best  bond  market  buy.  You 
may  be  lonely  taking  that  position, 
but  nobody  makes  money  following 
the  crowd.  And  how  much  risk  are  you 
taking  in  this  case?  ■ 
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"Ifyou  can  make 
the  right  investment  decisions, 
we  can  make  them  more  profitable!' 


WHOSUEY.  BOYE»SOU™««»  INC- 


Investors,  we  believe, 
have  always  paid  more 
attention  to  the  market 
price  of  a  given  stock  than 
to  the  cost  of  buying 
or  selling  it. 

In  the  past,  with  brokers' 
commissions  a  fixed  expense, 
there  was  no  reason  to  do  other- 
wise. But  for  more  than  a  year  now, 
brokerage  firms  have  been  free  to 
own  commission  rates. 

As  a  result,  your  potential  profit  can  depend  not 
only  on  your  choice  of  what  to  trade  and  when  to  trade 
it,  but  also  on  your  choice  of  the  brokerage  firm  to  exe- 
cute your  trading. 

You  could  save  at  least  Ys  point  simply 
by  making  a  trade. 

When  you  trade  with  Kingsley,  Boye  & 
South  wood,  you  save  as  much  as  50%  on  com- 
missions. And  this  savings  can  be  equivalent  to  an 
instant  gain  on  the  market. 

For  example,  if  you  buy  1,200  shares  of  Ryder 
Systems  at  14,  you  save  $150— the  equivalent  of  Ve 
point  per  share.  With  300  shares  of  Ford  at  56  V2,  you 
save  $112.50—  the  equivalent  of  %  point. 

Of  course,  it's  only  natural  to  ask  what  you  give 
up  in  order  to  make  this  extra  profit.  The  answer 
is:  not  one  bit  of  the  basic  service  that  you  normally 
go  to  a  brokerage  firm  for  in  the  first  place. 
We  offer  our  customers  basic,  essential  investment 
services.  And  that's  all  they  pay  for. 

Kingsley,  Boye  &  Southwood  has  no  corporate 
finance  department.  We  have  no  research  department 
and  publish  no  research  reports.  We  don't  offer  com- 
modities trading,  financial  and  estate  planning,  tax  shel- 
ters, life  insurance,  and  real  estate  investment  advice. 

Because  we  don't  divert  our  manpower  and  re- 
sources into  services  our  customers  don't  want,  we  can 
concentrate  on  what  they  do  want:  the  information, 
guidance,  and  direction  needed  to  make  stock  and  bond 
investment  decisions. 

And  when  you  make  your  decisions,  we  execute 
them  with  the  sole  objective  of  saving  you  time  and 
money. 

Our  Account  Officers  are  paid  to  save  you  money. 

At  Kingsley,  Boye  &  Southwood,  we  believe  in 
paying  our  Account  Officers  for  their  professional 
knowledge  and  experience,  not  their  salesmanship. 
So  when  you  open  an  account  with  us,  you  deal  not 
with  a  commissioned  registered  representative,  but 
with  a  salaried  officer  of  our  company. 

Member  of  the  Securities  Investor  Protection  Corporation 


—Robert  Boye,  Executive  Vice  President  Kingsley,  Boye  &  Soutbwood,  Inc. 

Members,  New  York  Stock  Exchange 


An  officer  whose  method  of  compensation  gives 
him  a  vested  interest  in  providing  outstanding  service 
to  all  of  his  customers— regardless  of  how  often  those 
customers  might  trade  over  the  course  of  a  year. 
All  of  our  Account  Officers  are  ex- 
perienced   as    registered   representatives. 
Some  have  also  been  branch  managers,  bond 
traders,    portfolio    analysts,    and    research 
analysts.  All  have  served  individual  investors 
as  well  as  institutions.  But  no  matter  which 
Account  Officer  serves  you,  his  best  interests 
and  yours  are  identical. 

You  don't  have  to  pay  us  money 

until  the  first  time  we  save  you  some. 

Kingsley,  Boye  &  Southwood  charges  a  $150  fee 

to  cover  the  cost  of  op)ening  and   maintaining  your 

account.  But  ,  vou   can   open    an    account 

without  paying  the  fee  until 
we  execute  your  first  trade. 
Then,  over  the  course  of 
the  year,  our  reduced  com- 
missions can   save  you 
many  times  more  than 
our  service  fee. 
When  you  have  an  ac- 
count with  us,  you  pay 
just  50%  of  the  old, 
fixed-rate  commissions 
for  round-lot  trades  of 
or  more.  (For  smaller 
trades,  there's  a  graduated  scale  of 
commission  savings.)    And  these  sav- 
ins apply  to  any  order,  of  any  type,  placed 
at  any  time  of  the  day. 
Of  course,  nobody  can  guarantee  that  you'll  come 
out  ahead  on  your  stock  and  bond  transactions.  But 
with  Kingsley,  Boye  &  Southwood,  you  can  be  sure  of 
coming  out  ahead  on  the  cost  of  making  them. 


KINGSLEY,  BOYE  &  SOUTHWOOD,  INC. 

45  Wall  Street.  New  York,  N.Y.  10005  (212)  480-1976 
Members,  New  York  Stock  Exchange 

I'm  interested. 

Name 

Address 

City 


-State. 


ZIP. 


Home  phone. 


.Business  phone. 


Average  annual  commissions 

D  $1,000-2,000         D  $2,001-5,000 

Dover  $10,000. 


D  $5,001-10,000 
Fl 
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Who's  Afraid  Of  Jimmy? 


By  Lucien  O.  Hooper 


^^ifcy 


tver  since  1896,  when  the  Mc- 
Kinley-Bryan  contest  raised  strong 
emotions  in  Wall  Street,  the  financial 
community  has  been  subjective  rather 
than  objective  about  Presidential 
polls.  It  has  been  "respectable"  to  be 
a  Republican;  and,  in  prospect  at 
least,  a  Republican  victory  is  looked 
upon  as  bullish  and  a  Democratic 
victory  as  bearish.  As  the  years  go  on 
this  political  folklore  may  have  faded 
a  little,  but  it  certainly  is  not  erased. 
Wall  Street  as  a  community  is  po- 
litically prejudiced,  and  this  prejudice 
is  reflected  in  all  preelection  fore- 
casts about  the  economy  and  the 
market.  Like  preelection  political  ora- 
tory, elections  are  more  emotional  in 
prospect  than  in  review.  Keep  this  in 
mind  during  the  next  two  weeks. 

In  the  week  ended  Sept.  23,  when 
the  DJI  made  a  new  high  for  the 
year  by  a  small  margin  and  threat- 
ened to  abandon  the  long  deadlock 
in  a  trading  area,  only  410  of  the 
2,096  issues  traded  on  the  New  York 
Stock  Exchange  recorded  new  tops 
for  the  year.  The  significant  fact  is 
that  216  of  these  410  new  highs  were 
in  either  prefened  stocks  or  utility 
commons,  which  are  held  primarily 
for  income  rather  than  appreciation. 
This,  like  so  many  other  trends  so  ap- 
parent when  one  studies  the  stock 
market  in  detail,  points  up  the  fact 
that  institutions  (which  now  account 
for  perhaps  75%  of  all  the  trading) 
are  much  more  interested  in  income 
than  in  glamour.  Since  a  high  income 
is    more    readily    available    in    bonds 

Mr.  Hooper  is  vice  president  of  the  NYSE  firm  of 
Thomson  &  McKinnon  Auchincloss  Kohimeyer  Inc. 


"rm  suggesting  that  inves- 
tors take  much  of 

the  political  rhetoric  with 
a  grain  of  salt/' 

than  in  stocks,  it  is  not  surprising  that 
the  stock  market  has  been  neglected 
most  of  this  year. 

Yet  it  is  significant  that  so  many 
individual  stocks  continue  to  fluctuate 
within  hailing  distance  of  their  tops 
for  the  year.  Consistently,  more  is- 
sues threaten  their  highs  than  their 
lows.  Perhaps  this  means  that  many 
investors  are  still  strongly  attracted 
to  stocks— if  they  could  just  get  a  lit- 
tle encouragement.  People  who  lean 
toward  equities  would  like  to  feel 
that  they  are  getting  almost  as  much 
income  in  stocks  as  in  bonds,  and 
they  would  like  to  see  more  buyers 
actually  making  money  more  quickly 
in  stocks.  Even  the  stockbroker 
could  be  a  little  more  enthusiastic  if 
he  could  think  of  himself  as  a  pur- 
veyor of  profitability. 

It  sounds  like  a  PoUyanna  to  say 
this,  but  I  suspect  that,  very  soon 
after  the  election  result  is  known,  the 
financial  community  will  begin  to  in- 
terpret the  result  as  bullish  regardless 
of  whether  it  is  Ford  or  Carter. 
There's  much  less  difference  between 
these  two  men  than  there  was  be- 
tween McKinley  and  Bryan,  or  be- 
tween McGovem  and  Nixon.  Either 
one  in  office  will  have  to  reflect  the 
mood  of  the  nation— and  the  mood 
of  the  nation  is  much  more  conserva- 
tive than  it  was  a  few  years  ago. 
What  I'm  suggesting  is  that  investors 
take  much  of  the  political  rhetoric 
of  the  next  few  weeks  with  a  grain 
of  salt. 

Stock  Briefs 

I  would  not  take  profits  in  the  in- 
ternational oils  now.  I  continue  to 
think  these  stocks  are  investments  and 
not  speculations,  an  attitude  I  stressed 


when  they  were  much  lower  and  very 
unpopular.  I  regard  current  oil  com- 
pany dividend  rates,  which  provide 
good  income  even  now,  as  more  like- 
ly to  be  increased  than  reduced. 

As  outlined  in  the  last  issue,  I  am 
favorably  disposed  toward  stocks  rep- 
resenting companies  that  should  pros- 
per from  a  building  boom.  One  of 
the  first  ones  should  be  Skyline  (17) 
which  I  think  can  come  close  to  dou- 
bling its  sales  and  per-share  profits 
this  year.  This  company  is  making 
larger,  more  attractive,  better  and 
safer  homes— homes  that  cost  more 
money  and  are  more  profitable  to 
build.  Jim  Walter  (33)  is  a  large 
construction  company  with  a  wider 
business  diversification,  and  the  stock 
possesses  lots  of  leverage.  In  addition 
to  Georgia-Pacific  (33)  and  Louisiana 
Pacific  (15),  Union  Camp  (64), 
Crown  Zellerbach  (40),  International 
Paper  (68)  and  others  should  profit 
from  a  better  market  for  lumber. 
American  Standard  (28)  has  most 
favorably  impressed  analysts  in  late 
years. 

Allied  Stores  (45)  looks  interesting 
to  me  because  it  seems  to  be  specializ- 
ing in  the  type  of  goods  more  careful 
spenders  prefer.  Sales  should  exceed 
$1.8  billion  this  year,  and  profits  are 
estimated    at    $6.50    to    $7    a    share. 

Amerada  Hess  (24)  now  seems 
likely  to  earn  better  than  $4  a  share 
this  year.  The  stock  has  been  a  lag- 
gard among  the  oils  for  a  long  time, 
but  it  recently  hit  a  new  high.  The 
company's  difficulties  are  easing.  .  .  . 
Weakness  in  fructose  (com  sugar) 
has  been  hurting  Archer-Daniels-Mid- 
land's (20)  earnings.  The  decline  in 
the  stock  provides  an  opportunity  to 
buy  this  soybean-technology  growth 
stock  at  a  lower  price.  .  .  .  Arvin  In- 
dustries (15)  seems  headed  for  earn- 
ings of  $2.75  to  $3  a  share  this  year. 
.  .  .  Fairchild  Camera  (50)  is  up  sub- 
stantially. WTiile  earnings  next  year 
should  be  higher,  this  year's  net  prob- 
ably will  not  be  over  $2.60  a  share. 
The  stock  is  no  longer  cheap  and  in- 
volves risks.  ...  I  continue  to  advise 
purchase  of  Xerox  (62).  ■ 
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FUEL-FREE  HEATING 

starts  with  Asarco  o 
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By  means  of  copper  solar  collectors,  the  sun  can  furnish  up  to  1 00%  of 
the  energy  for  heating  and  75%  of  the  energy  for  cooling  a  house. 
And  solar  energy  is  in  abundant  supply  . . .  it's  non-polluting  . . .  and  the 
price  is  right!  That's  why  "private  utilities"  are  beginning  to  appear 
on  the  roofs  of  homes  and  commercial  buildings  across  the  country. 

Copper  is  the  preferred  material  for  solar  collectors  because  it 
conducts  heat  effectively  , . .  resists  corrosion  ...  is  easy  to  work  with  . . 
and  lasts  almost  forever. 

Asarco,  a  major  copper  producer,  has  an  important  stake  in  this  new 
form  of  energy.  We're  at  1 20  Broadway,  New  York,  N.Y.  1 0005. 
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ASARCO  Incorporated— /o/'mer/y  American  Smelting  and  Refining  Company 


"The  right  combination  of  prestige, 

audience  and  cost  -  that's  why 
we  picked  Newsweek  International! 


Robert  Chambers,  Director  of  International  Marketing  and  Advertising, 
The  Ridge  Tool  Company,  Elyria,  Ohio. 


"We've  got  good  reasons  for  advertising  our  Ridgid® 
industrial  tools  in  the  Middle  East  and  African 
markets. 

"One  is  the  massive  influx  of  capital  there  from 
the  sale  of  petroleum  and  other  valuable  raw  mate- 
rials. That  means  big  buying  power. 

"Another  is  that  our  products  are  just  what  these 
markets  need  for  their  extensive  industrial  develop- 
ment programs. 

"To  make  the  most  of  this  potential,  we  wanted 
to  zero  in  on  business  and  government  decision 
makers — the  people  most  influential  in  the  purchase 
of  industrial  tools. 

"How  to  reach  them?  We  picked  Newsweek 


International.  They  had  facts  and  figures  to  prove 
they  could  deliver  the  audience  we  wanted. 

"We  liked  the  prestige  of  the  Newsweek  name 
too,  because  it  ties  in  with  the  prestige  our  name 
enjoys  in  industry. 

"And  we  were  pleasantly  surprised  at  the  cost. 

"We  think  it's  just  the  right  combination  for  us — 
the  influential  audience,  prestige  and  reasonable 
cost. 

"What's  more,  enthusiastic  reports  from  our  field 
sales  force  indicate  that  they  think  so  too. " 

What  about  you  and  your  international  marketing 
program?  Wouldn't  the  combination  that  works  for 
Ridge  Tool  work  for  you? 


Select  from  Newsweek's  50  regional  editions 
for  special  impact  in  industrial  markets  worldwide. 


The  editorial  environment  of  Newsweek  International  is 
uniquely  advantageous  to  the  multinational  advertiser. 
Every  issue  includes  a  high  content  of  editorial  material 
specially  written  for  today's  business  community 
around  the  world. 

So  that  your  advertising  reaches  precisely  the 
readers  you  want  to  reach.  The  business  executives 
and  government  officials  that  influence,  make  and 
approve  major  buying  decisions. 


And  it's  surprisingly  affordable  too.  Check  the 
rates  for  any  or  all  of  Newsweek's  Atlantic  and  Pacific 
Editions.  Select  the  specific  Newsweek  International 
coverage  that  will  help  you  develop  profitable  industrial 
markets. 

For  further  information,  write  or  call  Howard  W. 
Smith,  Advertising  Director,  Newsweek  International, 
444  Madison  Avenue,  New  York,  NY  10022.  Phone 
(212)  350-2570. 


The  International  Newsmagazine 
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Breakout? 


By  Heinz  H.  Biel 


w 


'hen  the  major  stock  averages 
rose  to  new  recovery  highs  last  month, 
technical  analysts  viewed  this  as  a 
decisive  breakout  and  a  reaflBrmation 
of  the  bull  market.  As  a  rule  it  doesn't 
pay  to  argue  with  the  verdict  of  the 
marketplace.  I  accept  it,  but  with 
reservations,  which  explains  the  ques- 
tion mark  in  the  title  above. 

The  Street  also  seems  to  have  some 
reservations.  Instead  of  a  follow- 
through  on  the  upside,  the  market 
sold  oflF  quite  sharply,  pushing  the 
Dow  back  to  the  lower  area  of  its  past 
trading  range.  Once  again  the  market 
did  not  do  what  it  was  expected  to  do. 

Those  who  believe  that  there  al- 
ways has  to  be  a  logical  reason  for 
the  market  to  move  this  way  or  that 
way  were  puzzled  by  the  fact  that 
the  upside  breakout  came  at  a  time 
when  business  news  in  general  and 
corporate  news  in  particular  were 
tending  toward  the  negative  side.  The 
number  of  downward  revisions  of  cor- 
porate earnings  estimates  for  1976 
was  growing  and  business  statistics 
were  rather  mixed.  The  decline  in  the 
index  of  leading  indicators  does  give 
food  for  thought,  unless  one  believes 
that  the  Commerce  Department, 
which  makes  up  the  index,  has  been 
infiltrated  by  the  Carter  forces.  Of 
course,  it's  all  very  simple  if  Malcolm 
Forbes  is  right  in  saying  that  the  elec- 
tion could  mean  a  swing  of  300 
points  in  the  Dow.  Up  150  if  Ford 
wins;  down  150  if  Carter  wins. 

This  bull  market  will  be  two  years 
old  this  fall.  During  that  time  it  has 
climbed  from  a  low  of  577.60  to  a 
recent  high  of  1014.79,  a  gain  of  over 
75%.  Assuming  that  the  reaffirmation 
of  last  month  is  valid,  how  much 
more  of  an  advance  can  an  investor 
reasonably  expect  from  here  on?  Fif- 
ty  percent,   25%  or  less?  Personally, 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stock  Exchange  firm  of  Hoppin,  Watson  Inc 


". . .  80%  of  this  bull  market  may  already  lie  behind  us." 


I'd  be  quite  happy  with  a  25%  rise 
in  the  Dow,  but  I  fear  it  will  not 
be  that  much.  To  be  sure,  some  in- 
dividual stocks  can  do  better  than 
the  averages,  but  for  the  life  of  me  I 
can't  see  a  double  or  even  a  50%  ad- 
vance in  any  stock  that  has  even 
slight  investment  characteristics. 

I  reach  this  conclusion  by  playing 
a  simple  game:  Just  add  25%  or  50% 
to  the  price  of  a  stock  you  like  and 
ask  yourself  whether  any  sensible 
person  would  want  to  buy  it,  or  even 
continue  to  own  it,  at  that  elevated 
level.  Of  course,  any  worthwhile  capi- 
tal gain  is  just  fine,  but  from  here  on 
the  market  no  longer  offers  "the  op- 
portunity of  a  lifetime,"  as  was  the 
case  two  years  ago.  As  much  as  80%, 
if  not  more,  of  this  entire  bull  market 
may  already  lie  behind  us. 

Know  The  Business 

The  record  of  analysts  attempting 
to  forecast  the  future  course  of  the 
stock  market,  especially  short-range 
fluctuations,  is  uneven,  to  put  it  po- 
litely. However,  any  good  analyst, 
provided  he  doesn't  write  sales  litera- 
ture, is  able  to  judge  whether  or  not 
a  particular  company  is  a  desirable 
investment  and  whether  its  stock  is 
overpriced  or  underpriced  in  relation 
to  the  market  in  general. 

The  prospective  investor  should  al- 
so ask  himself  whether  he  wants  to 
be  part  owner  of  a  certain  business, 
whether  it  be  retailing  or  mining, 
chemicals  or  air  transport.  If  he 
doesn't  understand  what  a  company 
is  doing,  he  had  better  leave  the  stock 
alone.  For  instance,  I  never  managed 
to  understand  the  mysterious  appeal 
of  Equity  Funding,  thus  avoiding  a 
lot  of  grief. 

Any  investor  with  even  limited  ex- 
perience can  benefit  greatly  from  a 
brief  study  of  the  S&P  yellow  sheets 
(Listed  Stock  Reports)  of  companies 
he  is  interested  in;  the  broker  will  be 


glad  to  provide  them.  A  company's 
sales  almost  invariably  will  show  a 
good  rise  over  the  years,  but  it  is  not 
easy  to  tell  whether  it's  just  inflation, 
or  due  to  acquisitions,  or  whether  it's 
"real"  growth.  If  the  profit  margin  has 
been  slipping  and  if  the  increase  in 
net  income  and  earnings  per  share 
falls  far  short  of  matching  the  rise  in 
sales,  be  careful! 

If  the  indebtedness  has  been  rising 
faster  than  the  equity,  and  if  large 
capital  expenditures  seem  to  have 
done  little  to  increase  profits,  watch 
out!  And,  finally,  look  at  the  dividend 
record.  Try  this  out  on  two  prominent 
companies,  International  Harvester 
and  Woolworth,  and  you  will  see  very 
quickly  why  these  stocks  have  not 
exactly  sparkled  in  recent  years. 

It  helps,  of  course,  to  meet  and  get 
to  know  the  men  who  run  the  busi- 
ness, but  that  has  become  more  diffi- 
cult. Nowadays  most  managements 
are  so  afraid  of  the  SEC  that  they 
will  only  say  what  their  lawyers  al- 
low. Basically,  you're  stuck  with  the 
rose-colored  pap  handed  out  by  the 
PR  men.  It  was  easier  in  the  days 
before  the  term  "stockholders'  rela- 
tions" was  invented. 

Alltime  Highs 

I  recall  a  midwestem  vacation  trip 
in  the  Thirties  when  I  visited  Allis- 
Chalmers,  Bendix,  Caterpillar,  Clark 
Equipment,  Monsanto  and  Studebak- 
er.  "Field  trips"  by  Wall  Strceters 
were  a  novelty  then,  and  the  top  men 
were  hospitable  and  candid.  Even 
crusty  old  Mr.  Clark,  who  seemed  not 
to  like  us  eastern  city  slickers,  became 
almost  cordial.  I  did  not  recommend 
Allis-Chalmers  (bad  labor  relations) 
and  Studebaker  (their  new  .smaller 
car  didn't  seem  to  have  a  chance). 
The  other  four  companies  have  been 
favorably  mentioned  in  this  column 
time  and  again.  All,  except  Clark, 
sold  at  alltime  higks  this  ye;ir.     ■ 
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^^Was  die  Chemical  Bank  von  den  anderen  internationalen  Grossbanken 
unterscheidet,  ist  nicht  Geld*  Sondern  Konkurrenzfahigkeitr 


i     1/^ 


Liechtenstein  Castle,  near  Stuttgart.  Germany. 

"'The  difference  between  Chemical  Bank  and  the  other 
international  giants  isn't  their  money*  it's  their  competitivenessr 


More  than  money.  In  any  language  wKMICALdAINK 

Mam  Office  20  Pine  Street.  New  York.  NY  10015  Beirut.  Bermuda,  Birmingfiam.  Bogota,  Brussels,  Buenos  Aires.  Cairo,  Caracas, 
Cfiannel  Islands,  Chicago.  Dubai,  Edinburgh,  Frankfurt.  Hong  Kong,  Jakarta,  London,  fy^adrid,  l\/lanila,  (Mexico City,  l^i Ian.  Monrovia,  Nassau,  Paris, 

Rio  de  Janeiro.  Rome.  San  Francisco,  Sao  Paulo,  Singapore.  Sydney, Taipei, Tehran, Tokyo, Toronto, Vienna,  Zurich. 


f 


■'«r  V- 


Thomab  Edison,  reminiscing  in  1928  at  age  81,  is  portrayed  by  actor  Pat  Hingic  in  a  unique  series  of  television  commercials. 
One  is  reprinted  here.  You  can  see  many  of  the  others  on  the  General  ilcctric  Theater  in  late  December  on  CBS. 


Thomas  Edison  invented  the  light  bulb. 
But  someone  else  really  made  it  work. 

Here's  how  we  think  Edison  would  have  told  it: 
''When  I  developed  that  first  light  bulb  in  1879,  it  was  hailed  as  a  miracle. 
That  bulb,  incidentally,  was  really  the  start  of  the  General  Electric  Company. 

It  didn't  take  too  long  for  people  to  start  finding  fault  with  the  miracle. 
Some  people  said  it  was  too  red.  Or  too  hot.  Too  dim.  Or  it  burned  out  too  quickly. 

What  was  needed  was  a  totally  new  kind  of  filament. 

Which  brings  me  to  Dr.  William  Coolidge. 

Dr.  Coolidge  and  other  scientists  at  General  Electric's  research  lab  thought 
the  ideal  filament  would  be  made  out  of  tungsten. 

But  tungsten  was  a  metal  more  brittle  than  dry  bone.  More  fragile  than 
an  eggshell.  It  couldn't  be  bent.  It  couldn't  be  shaped. 

How  then  could  it  be  turned  into  wire? 

Will  Coolidge  didn't  know  much  about  metallurgy.  But  he  wanted  to 
give  it  a  try. 

Coolidge  was  a  young  man  at  the  time.  Good  thing.  Only  a  young  man 
could  have  had  the  stamina  to  work  at  it  for  six  long  years. 

From  morning  into  night,  month  after  month. 

After  six  years  and  an  infinite  amount  of  patience.  Dr.  Coolidge  had  an 
answer.  He  turned  tungsten  into  a  wire  one-sixth  the  thickness  of  a  human 
hair  and  stronger  than  any  substance  known  to  man. 

It  was  an  enormous  achievement.  It's  as  if  he  had  taken  flour  and  turned  it 
into  a  wire  stronger  than  a  steel  cable. 

And,  by  1914,  that  wire  was  saving  people  more  than  200  million  dollars  a 
year  in  electricity  costs. 

When  Coolidge  showed  me  that  first  piece  of  tungsten  wire  in  the  lab,  he 
told  me  if  he'd  known  anything  about  metallurgy,  he  never  would  have  come  up 
with  the  answer. 

Because  he  would  have  known  it  couldn't  be  done!' 

Since  that  first  light  bulb,  GE  has  continually  worked  to 
improve  the  light  bulb  and  develop  totally  new  kinds  of 
lighting.  Today,  GE  makes  thousands  of  different  light 
bulbs.  The  Lucalox®  lamp,  shown  here,  is  about  100 
times  more  efficient  than  Edison's  first  lamp.  It  puts  twice 
as  much  light  on  the  street  as  ordinary  street  lights 
without  using  any  more  electricity. 

Progress  for  People. 

generalAelectric 


rami  IK  SKITS  THE  lmh 


'! 


Things  are  looking  up  for  portland 
cement,  the  key  ingredient  in  con- 
crete. Concrete  skyscrapers  get 
taller  and  taller.  Architects  and 
builders  keep  finding  ingenious 
new  uses  for  this  versatile  building 
material. 

Today's  manufacturers  of  cement 
have  ample  reason  for  optimism. 
Excess  capacity  is  no  longer  the 
problem  it  was.  Long-range  trends 
are  favorable. 

As  the  leading  cement  producer  in 
the  entire  Western  Hemisphere, 
Lone  Star  Industries  is  in  a  unique 
position  to  take  advantage  of  this 
situation. 

Beyond  this,  Lone  Star  is  also 
deeply  committed  to  another  field 
that  has  shown  strong  growth. 
We're  a  leading  retail  distributor  of 
do-it-yourself  building  materials, 
through  a  network  of  Home  Care 
Centers. 

Two  industries  with  bright 
prospects.  And  Lone  Star  is  well 
positioned  in  both  of  them.  We  call 
that  being  in  the  right  place  at  the 
right  time. 

If  you'd  like  to  know  more  about  us, 
write  to  us  at  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830. 


LONE^V 
STARM 

INDUSTRIES 


THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 


Money  And  Investments 


The  Money  Men 


Fine  Art  Of  Buying  Junii 


By  ESTHER  DYSON 

Stocks?  Forget  them.  "Your  own 
house  is  the  best  investment  you  can 
make,"  says  Richard  Graham,  chair- 
man of  the  executive  committee  of 
Utihties  &  Industries  Corp.  and  a  pro- 
fessional investor  to  boot.  And  other 
real  estate?  Leave  that  to  the  experts 
-who  aren't  always  right:  "If  those 
real  estate  guys  like  [the  late  William] 
Zeckendorf  could  do  half  as  well  as 
Mr.  Average  with  his  own  house, 
they'd  be  billionaires  instead  of  broke." 
After   you    own    your    own    house, 


. . .  junk  bonds  have  this 
advantage:  the  vast 

majority— 93%  by  Gra- 
ham's reckoning— pay  off. 


Graham  suggests  you  invest  in  so- 
called  junk  bonds— bonds  selling  at 
big  discounts  from  par  and  paying 
proportionately  higher  interest. 

Richard  Graham,  47,  is  a  slight, 
curly-headed  man  with  a  wide  mouth 
very  like  that  of  his  late  uncle,  the 
famous  Benjamin  Graham,  the  father 
of  modem  security  analysis.  (This 
Richard  Graham  is  not  to  be  con- 
fused with  another  Richard  Graham 
who  works  on  the  West  Coast  and  is 
not  actually  a  nephew,  but  the  son  of 
a  cousin,  of  Benjamin  Graham. ) 

Richard  Graham  admires  his  uncle 
and  shares  his  preoccupation  with 
value,  but  he  thinks  that  trying  to 
pick  stocks  is  the  hard  way  to  manage 
money.  "All  the  popular  things  are 
either  fairly  priced  or  overpriced: 
How  can  you  sell  a  guy  something 
and  make  a  profit  when  he  knows  as 
much  as  you? 

"Ben  Graham,  with  all  his  wisdom, 
achieved  the  meager  result  of  about 
10%  a  year  for  all  his  investors  [fol- 
lowers]," says  the  nephew.  "For  his 
fund  he  made  maybe  20%,  but  only 
by  hard  work  and  control  of  some  of 
these  companies  he  invested  in." 

Richard  G.raham,  in  effect,  recom- 
mends the  opposite:  Don't  be  smart. 
Don't  try  to  beat  the  averages.  In- 
stead, buy  junk  bonds,  where  the  av- 
erage return  is  the  one  you  want: 
about  14%— or  more,  if  you  buy  on 
margin  (as  you'd  mortgage  a  house). 


Buying  junk  bonds  is  indeed  like 
buying  the  house  that  Graham  men- 
tioned earlier:  You  buy  them  both 
to  own— for  the  occupancy  space  or 
for  the  superhigh  yields— rather  than 
to  sell.  The  market  value  in  either 
case  is  immaterial:  As  Graham  puts 
it,  "You  don't  trigger  your  financial 
security  to  tables  in  a  newspaper.  In- 
stead, you  have  steady  income  plus  a 
company's  obligation  to  pay  you 
$1,000  at  a  stipulated  time." 

Junk  bonds  have  this  advantage: 
The  vast  majority  of  them— 93%,  by 
Graham's  reckoning— do  pay  off  even- 
tually. Then  you  can  take  double  your 
money  and  buy  some  more.  "The  im- 
portant thing  for  someone  who's  re- 
tiring," says  Graham,  "is  not  to  amass 
huge  amounts  of  capital,  but  simply 
to  lock  in  adequate  unearned  in- 
come." With  a  yield  of  14%  instead 
of  the  savings-bank  crowd's  7%,  you 
need  only  half  the  capital. 

Like  his  uncle,  Richard  Graham  is 
an  apostle  of  a  philosophy  as  well  as 
a  technique  of  investing.  "Most  peo- 
ple are  on  a  treadmill  in  life.  They 
don't  think  they  have  enough  money, 
so  they're  selfish,  insecure,  greedy. 
They're  always  saving,  so  they  never 
put  money  to  proper  use:  spending." 

While  you're  waiting  for  your 
bonds  to  appreciate,  in  other  words, 
why  not  spend  the  income?  You'U  still 
get  twice  your  money  back  at  ma- 
turity or  sooner.  Graham  cites  cases: 
Tyler  Corp.  5s  due  1993  sold  at  39 
in  1970  and  rose  to  104  in  1972; 
Itel  7s  due  1995  sold  at  50  in  1970 
and  rose  to  129  in  1971;  McDon- 
nell Douglas  4^s  due  1991  sold  at 
46  in  1970  and  rose  to  104J^  in  1971. 

But  anyone  can  pick  the  ones  that 
went  up.  What  Graham  says  is  that 
if  you  buy  yourself  a  nice  portfolio 
of  listed  bonds  selling  around  50  (ex- 
cluding municipals,  railroads  and  air- 
lines, because  there  are  situations 
where  the  government  may  intervene 
"in  the  public  interest"  to  the  detri- 
ment of  the  public  investor),  more 
than  nine  out  of  ten  of  them  will  pay 
off  at  maturity,  and  one  of  those  nine 
will  go  up  fast  enough  to  make  up 
for  the  tenth  one  that  defaulted  (or 
went  bankrupt).  To  prove  his  point, 
he  studied  all  the  275  listed  bonds 
(with  the  exceptions  mentioned)  that 
sold  below  51  between  1965  and 
1975.  Of  those,  18  eventually  de- 
faulted, including  the  likes  of  Arlan's 


Richard  Graham.  "Don't  get  your  ex- 
citement from  investing.  Get  it  from 
the  things  your  investments  can  buy." 


Department  Stores,  American  Export 
Industries,  Electrospace,  Daylin.  But 
many  of  these  18  lasted  several  years, 
paying  interest  all  the  way.  And  some, 
like  Daylin,  did  not  sink  completely 
and  may  recover. 

Thirteen  of  the  275  issues  went 
back  to  par  or  considerably  higher— in 
the  case  of  convertibles  such  as  Skil 
Corp.  (119),  Buttes  Gas  &  Oil  (124^) 
—often  within  a  year.  The  rest  of 
the  issues  just  hung  in  there,  paying 
about  10%  a  year,  and  about  14%  to 
maturity. 

But  what  about  actual  returns? 
Forbes  asked.  Graham  jumps  up  to 
get  a  sheet  of  quadrille  paper.  The 
names  on  it  are  not  the  kind  you'd 
hear  from  the  proverbial  "prudent 
man":  White  Motor,  Talcott  Nation- 
al, NVF,  CMI  Investment,  Texfi, 
Work  Wear.  (Right  now  he  men- 
tions White  Motor,  Texfi,  Hi-G  and 
DWG— American  Stock  Exchange. ) 

The    results    are    impressive,    even 
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Receive  10  weeks  of 
Value  Line  for  $29 

This  trial  subscription  is 
open  to  you  only  if  no  nnember 
of  your  household  has  sub- 
scribed to  Value  Line  in  the 
past  two  years.  We  make  this 
special  offer  because  we've 
found  that  a  high  percentage 
of  new  subscribers  who  try 
Value  Line  stay  with  us  on  a 
long-term  basis.  The  in- 
creased circulation  lets  us 
keep  our  subscription  fees  to 
long-term  subscribers  lower 
than  would  otherwise  be  possi- 
ble. 

Under  the  special  trial  offer  you  will  receive  the  1900- 
page  Investors  Reference  Service  (illustrated  above)  at  no  extra 
cost.  You'll  receive  all  the  new  full-page  reports  to  be  issued  in 
the  next  10  weeks  on  the  more  than  1600  stocks  and  87  in- 
dustries regularly  monitored  by  The  Value  Line  Investment  Sur- 
vey. 

You'll  find  it  convenient  to  have  the  Investors  Reference 
Service  at  your  fingertips  whenever  you  need  facts  and  figures, 
as  well  as  Value  Line's  projected  performance  ratings  on  more 
than  1600  widely-held  stocks  in  87  industries. 

In  the  Selection  &  Opinion  section,  which  accompanies 
your  weekly  reports,  you'll  also  get  analyses  and  forecasts  of  the 
national  economy  and  the  stock  market . . .  guidance  on  current 
investment  policy  explaining  Value  Line's  bullish  long-term  posi- 
tion on  the  securities  markets . . .  plus  Value  Line's  "Especially 
Recommended  Stock  of  the  Week." 

To  take  advantage  of  this  special  introductory  offer— 
and  to  receive  the  1900-page  Investors  Reference  Service  and 
the  "Investing  in  Common  Stocks"  booklet  as  bonuses  without 
extra  charge— fill  in  and  mail  the  coupon  below. 

The  Value  Line  Investment  Survey 

ARNOLD  BERNHARD  &  CO.,  INC.,  5  E.  44th  ST.,  N.Y.,  N.Y.  10017 

416L15 
D  Begin  my  special  10-week  trial  to  The 
Value  Line  Survey  (linnited  once  to  any 
household  every  two  years)  and  send  me 
the  Investors  Reference  Service  and  the 
64-page  booklet  "Investing  in  Common 
Stocks"  as  bonuses.  My  check  or  money 
order  for  $29  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by  pay- 
ment.) 


SIGNATURE 


NAf^E  (please  print) 


ADDRESS 


D  I  prefer  one  year  (52  weeks)  of  Value 
Line,  plus  the  bonus,  Investors  Reference 
Service  and  the  booklet,  "Investing  in 
Common  Stocks"  for  $285.  (There  are  no 
restrictions  on  this  offer.) 

D  Payment  enclosed  D  Bill  me  for  $285. 


CITY 


STATE 


ZIP 


GUARANTEE:  If  dissatisfied  for  any  rea- 
son, I  may  under  either  of  these  two  of- 
fers, return  the  material  within  30  days  for 
a  full  refund  of  the  fee  I  have  paid. 


Not  assignable  without  subscriber's  consent.  Foreign  rates  on  request  Subscription  fees  are  fully  tax- 
deductible.  (NY   residents  add  applicable  sales  tax.) 


The  Money  Men 


for  an  ebullient  market.  Richard  Gra- 
ham's own  sheet  shows  total  outlays  . 
of  $256,597.50.  But,  Graham  stresses, 
the  most  he  had  at  risk  at  any  one 
time  during  the  year  was  $80,000— 
$40,000  of  his  own  and  $40,000  of 
the  broker's  (on  margin).  In  essence, 
he'd  take  one  capital  gain  and  go  for 
another.  All  told,  his  $40,000  grossed 
him  $26,787.69-$6,095.75  in  long- 
teiTn  gains  plus  $14,227.75  in  .«;hort- 
term  gains,  plus  $8,171.44  in  interest, 
minus  long-term  losses  of  $847.75  and 
short-term  losses  of  $859.50  (net  of 
commissions).  Subtract  another  $3,000 
for  margin  costs,  and  you  get  a  whop- 
ping total  return  of  59%.  Graham 
laughs:  "Here  I  am,  trying  to  talk 
about  holding  bonds  for  security,  and 
showing  you  my  trading  results!" 

Behind  The  Numbers 

Why  do  the  numbers  work  out  so 
well?  Graham  launches  into  the  prac- 
tical side— the  side  he  learned  about 
at  U&I,  a  holding  company  with  its 
share  of  troubled  units,  chafing-at- 
the-bit  bankers  and  anxious  suppliers. 
"There's  a  whole  set  of  influences  to 
keep  these  companies  alive,"  he  says. 
"The  bondholder  can  walk  through 
all  sorts  of  dangers  just  like  Mr.  Ma- 
goo  and  get  his  money  at  the  end. 
These  companies  employ  thousands 
of  people  and  make  things  for  thou- 
sands of  other  people  and  companies. 
The  banks  don't  want  to  be  the  ones 
to  pull  the  plug. 

"With  the  banks  breathing  down 
their  necks,  managements  get  smarter,  i 
They  sell  off  assets  and  cut  inxen- 
tories;  they  defer  capital  .spending. 
Meanwhile,  the  Government  gives 
them  tax  breaks  [credits  for  losses] 
or  even  loan  guarantees— a  la  Lock- 
heed. Employees  let  up  on  their  de- 
mands to  keep  their  jobs,  and  sup- 
pliers extend  credit  to  keep  their  cus- 
tomers. Somehow,  miraculously,  these 
companies  survive"— not  in  a  shape  to 
give  a  stockholder  much  solace,  cer- 
tainly, but  to  pay  off  their  debt. 

Graham  tx)ncludes,  "This  is  one  of 
the  few  areas  where  it's  to  your  ad- 
vantage to  be  a  little  guy.  In  stocks, 
the  little  guy  is  like  someone  at 
Sotheby  Parke  Bernet  with  $300  in 
his  pocket.  In  the.se  bonds,  the  market 
is  too  small  to  interest  institutions, 
even  if  fiduciary  standards  allowed. 

"The  truth  is,  the  $500  interest 
you  get  on  a  AAA  Ijond  won't  bn\ 
any  more  groceries  than  $500  from 
LTV.  It  will  just  cost  yt)u  more."  ■ 


142 


FORBES,  OCTOBER  15.  1976^ 


Offshore  exploration 


Peoples  Gas  now 
supplies  21%  of  customer  needs 

Dvifh  offshore  gas, 
continues  search  m  the  Gulf. 


One  of  the  w^s 

Peoples  Gas  works 

to  supply  gas  energy 

for  14  million  people 

in  Mid-America. 

Since  1970,  Peoples  Gas  system 
companies  have  advanced  more  than 
$360  million  to  companies  drilling  in 
the  Gulf  of  Mexico.  Much  of  the 
money  has  been  committed  to  major 
'producers  (the  ones  most  skilled  at 
finding  new  sources  of  natural  gas)  to 
help  develop  acreage  they  have  ac- 
quired in  lease  sales  offshore  Texas 
and  Louisiana. 

In  some  cases,  our  advances  were 
supplemented  by  funds  provided  by 
other  utilities  in  the  upper  Midwest 
served  by  our  pipeline  company.  These 
cooperative  fiinding  efforts,  which  are 
financing  exploration  programs  cur- 
rently being  carried  on  by  three  pro- 
ducers, were  the  forerunners  of  similar 
programs  started  by  groups  of  utilities 
in  other  parts  of  the  country. 

Gas  ri^ts  secured  on 
177  ofSshore  tracts. 

Through  its  unilateral  and  coopera- 
tive funding  programs,  the  Peoples 
Gas  system  has  obtained  rights  to 
purchase  varying  portions  of  the  gas 
developed  on  177oflkhore  tracts  (about 
400,000  acres)  -  roughly  8%  of  all  off- 
shore Texas  and  Louisiana  acreage 
leased  since  1970. 

Proven  and  potential  reserves  made 
ivailable  to  Peoples  Gas  from  these 


programs  are  currently  estimated  at  be- 
tween two  and  three  trillion  cubic  feet. 

Gas  from  the  Gulf,  which  consti- 
tuted 9  percent  of  our  annual  deliveries 
in  1970,  has  risen  to  21  percent  at  the 
end  of  fiscal  1975. 

One  successful  program  with  Shell 
—the  first  of  the  cooperative  series— is 
already  delivering  up  to  200  million 
cubic  feet  of  gas  a  day  to  the  utilities 
which  helped  finance  it. 

OfiEshore  pipelines  constructed. 

To  bring  the  gas  developed  to  mar- 
ket, our  pipeline  company,  in  parmer- 
ship  with  another  transmission  firm, 
constructed  the  Stingray  Pipeline  Sys- 
tem in  offshore  Louisiana  waters. 
Now  plans  are  being  made  to  con- 
nect Stingray  with  another  offshore 
network,  the  proposed  High  Island 
Offshore  System,  in  which  we  have 
become  a  partner  with  four  other  pipe- 
line companies. 


The  results  of  offshore  exploration 
are  going  to  help  Peoples  Gas  provide 
gas  for  14  million  people  in  the  upper 
Midwest,  But  if  s  only  one  part  of  our 
multi-faceted  program  to  cope  with 
the  nation's  growing  shortage  of 
natural  gas. 

Financial  experts  rank  Peoples  Gas 
among  top  three. 

The  profile  below  shows  how  Peoples 
Gas  ranked  in  a  recent  independent 
survey  in  which  350  respondents  in 
the  financial  community— analysts, 
bankers,  brokers,  and  mutual  fund 
administrators— were  asked  to  com- 
pare eight  leading  gas  companies  on  a 
number  of  key  factors. 


Peoples  Gas  Profile 


1st 

2nd 

3rd 

4th 

5th 

6th 

7th 

8th 


A.      B.      C.      D.      E.       F. 

V 

y 

\, 

s 

/ 

s 
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A.  "Sound  financial  stnjcture" 

B.  "Aggressive  explcation 
program" 

C.  "Good  management" 

D.  "Progressive" 

E.  "Active  in  research  to  develop 
new  sources  of  gas  energy" 

F.  "Good  earning^' 


For  more  information  concerning 
Peoples  Gas,  send  for  our  Annual 
Report.  Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690, 


1 

Peoples  Gas  Company 

^  The  gas  system  working  for  Mid-America. 

The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Company,  Harper  Oil  Company. 


You  don't 
have  to  pay  a 
percentage  fee 
to  get  competent 
investment 
counsel 

As  a  Babson  Client  you  will  receive 
professional  investment  counsel  at  a 
reasonable  fixed  fee  regardless  of 
your  total  portfolio  value.  We  think 
the  modest  cost  will  pleasantly  sur- 
prise you. 

Babson's  72  years'  experience,  in- 
dependent research  and  modern 
computer  can  provide  you  with  un- 
biased, professional  investment  coun- 
sel suited  to  your  personal  objectives. 
Mail  this  coupon  for  complete  details. 


4Bi^ 


babson's 
reports,  inc. 


Investment  Management  Division 

Wellesley  Hills,  Mass.  02181 

Founded  in  1904  by  Roger  W.  Babson 

Please    send    details    on    Babson's    Invest- 
ment Counseling  Service.  Dept.  FB-7 


Name. 


street  &  No. 
City 


State. 


_Zip. 


transcendent 
accommodation 

(504)  581-7300  •  Cable.  LOUISIX 

TELEX  58-4314 

Member,  Distinguished  Hotels  of  the  World 


\ 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects  over 
$50  Thousand.  Send  details  to:  Computer 
Capital  Corporation,  Dept.  21A,  6922 
Hollywood  Blvd.,  Los  Angeles,  CA  90028 
(213)  463-4841 


Money  And  Investments 


Remembering 
Uncle  Ben 

Recent  yeabs  have  added  little  lus- 
ter to  the  art  of  security  analysis,  jaut 
the  fault  was  not  Benjamin  Graham's. 
When  the  father  of  modem  security 
analysis  died  this  year  at  the  age  of 
82,  those  who  followed  him  in  the 
profession  had  strayed  far  from  the 
careful,  conservative  principles  that 
Professor  Graham  laid  down. 

Money  man  Richard  Graham  re- 
members of  his  uncle:  "You  were  al- 
ways trotting  with  him.  He  didn't 
speak  especially  fast,  but  either  you 
caught  what  he  said  or  you  missed 
it.  He'd  give  the  conversation  all  his 
attention— very  sharp  and  intense,  but 
for  a  limited  time.  He  had  a  habit  of 
looking  at  his  watch— politely,  of 
course— and  saying,  'I  think  we've 
spent  enough  time  on  this.' 

"He  really  liked  his  writing  and  his 
reading.  He  read  six  books  at  a  time, 
making  notes  in  the  margins.  All  kinds 
of  things:  history,  philosophy.  My 
father  said  he  even  read  Einstein. 

"He  really  wasn't  that  interested  in 
money.  It  was  probably  the  challenge 
more  than  the  money  that  excited  him 
about  Wall  Street.  He  had  a  great 
knowledge  of  Latin,  of  biology.  He 
was  a  trustee  of  a  zoo,  and  they  gave 
some  kind  of  test— obscure  questions 
about  plants  and  animals.  He  got 
100%,  and  won  the  prize— a  rare  cat. 

"He  also  loved  to  dance.  He  was  a 
lifetime  member  of  Arthur  Murray- 
free  after  the  first  1,000  lessons— be- 
cause he  could  never  quite  get  the 
hang  of  it.  He  had  to  count  under  his 
breath,  which  meant  he  could  never 
dance  and  talk  at  the  same  time. 

"During  the  war  he  was  a  dollar-a- 
year  man  for  the  Government,  and 
several  big  shots  came  up  to  see  him 
about  renegotiating  a  contract.  He 
kept  them  waiting  for  about  an  hour. 
They  probably  thought  he  was  out 
closing  a  big  deal,  but  actually  he  was 
at  his  dance  class  up  in  White  Plains, 
probably  pinching  some  girl." 

Ben  Graham  remained  in  touch 
with  the  world  right  up  to  the  end. 
Though  ostensi])Iy  retired  in  the  early 
Sixties,  he  continued  reading,  writing 
and  speaking  while  he  traveled  be- 
tween homes  in  La  Jolla  and  Aix-en- 
Provence  in  France.  Richard  recalls, 
"The  last  time  I  saw  him,  just  six 
months  ago,  he  was  working  on  a 
book  about  finding  stocks  that  were 
neglected  and  making  20%  a  year.  He 


The  Money  Men 


The  Late  Ben  Graham.  Like  Dr. 
Spock,  an  expert— and  a  philosopher. 


was  just  forming  a  partnership  of  some 
friends  to  test  out  his  new  theories." 

What  probably  made  Ben  Graham 
rich  more  than  anything  was  his  orig- 
inal investment  in  Government  Em- 
ployees Insurance  Co.  Only  months 
before  Graham's  death,  GEICO  came 
to  the  brink  of  collapse.  Was  the  Gra- 
ham fortune  wiped  out  in  the  deba- 
cle? Nephew  Richard  doesn't  think  so. 
Once  he  gave  up  control  of  the  insur- 
ance company,  the  professor  seemed 
to  lose  interest  in  it.  "I  think  Ben  got 
rid  of  quite  a  lot  of  his  stock.  Every 
year  he'd  give  away  a  big  batch  to 
whoever  had  his  hand  out.  I  know, 
because  I  was  his  broker."  Richard 
Graham  was  remembered  in  Ben'' 
will,  but  not  with  money:  "He  knew 
I  didn't  need  money,"  says  Richard.! 
Instead,  he  was  left  a  Rodin  sculptuK 

"I   think   he  only   left   a   couple   ( 
million,"  says  Richard,  "mostly  in  go 
ernments  and  municipals.   He  was 
great   believer    in    government   bond^ 
and  tax-e.\empts;  you  have  to  remein 
ber,    he   was    thinking   back   ten,  *  2( ' 
years,  before  municipal  debt  came  tin 
der   a   cloud.    Even    then,    New   Yort 
City  wouldn't  havo  met  his  tests." 

Professor  Graham  was  married  thre( 
times  and  had  five  children,  but  noi 
of  them  went  into  the  investment  bii 
ness,    although    other    relatives    dii 
While  Richard  Graham  was  being  in 
tervicwcd  by  Fokbes,  his  21-year-()l 
son   Peter   wandered   in.    Peter  work 
for  the  Ladenburg,  Thalmann  brokci 
age  subsidiary  of  Richard's  firm,  Ul 
ities  &  Industries  Corp.  "A  tliird-gi 
eration  Graham  in  Wall  Street,"  Ri( 
ard  says,  a  note  of  pride  in  his  voice. 
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f  HERE  IS  A  WORD 
OR  A  COfflPMIV  THAT 

nn  suiiKH  coiirmEfirs, 

HAIIGE  BUSIRESSES  RAD 
EVER  niISS  A  DIYIDEAD. 


ESOURCEFUl 


In  a  25-year  period,  this  121- 
ear-old  company  left  South 
merica,  sold  its  steamship  busi- 
ess,  totally  changed  its  business 
lix  and  became  the  nation's  5th 
rgest  chemical  company. 

That  takes  a  certain  kind  of 
rive— a  special  kind  of 
lotivation. 

Where  some  25  years  ago,  93% 
f  W.  R.  Grace  '&  Co.'s  earnings 
ame  from  South  America  —today 
ver  90%of  the  company's  income 
omes  from  the  U.S.,  Canada  and 
urope.  During  this  period  of  tran- 
ition,  sales  grew  to  more  than  $3y2 
illion,  dividends  increased  an 
verage  3.6%  each  year,  and 
irace  became  a  world  leader  in 
Decialty  chemicals  and  a  grow- 
ig  factor  in  natural  resources  and 
1  selected  consumer  businesses. 


What  all  this  adds  up  to  is  a 
company  and  a  management  team 
that  is  highly  motivated,  keenly 
competitive  and  constantly 
attuned  to  the  challenges  of 
change.  And  we  have  a  25-year 
record  to  prove  it. 

If  you  would  like  to  know  more 
about  us,  write  for  our  current 
financial  statement  and  our  booklet, 
"A  Management  Perspective." 
W.  R.  Grace  &  Co.,  Grace  Plaza, 
1114  Avenue  of  the  Americas, 
New  York,  N.Y.  10036,  Dept.  F-3. 

W.  R.  Grace  &  Co. 

GRfiCE 

Chemicals  •  Natural  Resources  •  Consumer  Products 


Money  And  Investments 


Capital  Venture 


Superbargains? 


By  Thomas  P.  Murphy 


■  or  sheer  discount  from  net  asset 
value,  there  is  nothing  much  left  in 
the  market  to  match  the  publicly 
traded  venture  capital  funds.  Dis- 
counts range  to  70%,  and  50%  is  com- 
monplace. Granted,  they  have  been 
poor  investment  vehicles  for  the  pub- 
lic investor.  But  are  they  that  bad? 

The  runup  last  month  in  Diebold 
Venture  Capital  Corp.  shares  focuses 
the  question  nicely.  Since  a  small 
group,  headed  by  Erik  E.  Bergstrom, 
a  former  American  Express  portfolio 
manager,  accumulated  about  27%  of 
the  Diebold  shares  and  showed  signs 
of  managing  the  fund  and  using  the 
fund's  own  cash  to  buy  its  shares  in 
the  market,  a  flurry  of  interest  from 
other  suitors  has  developed.  Most  se- 
rious of  these,  apparently,  is  Stead- 
man  Investment  Fund,  a  mutual  fund. 
Under  the  Steadman  proposal,  Stead- 
man  stock  would  be  exchanged  for 
Diebold  stock  on  an  asset  basis— 
Diebold  assets  are  currently  valued  at 
around  $9.18  a  share.  If  the  Stead- 
man  deal  should  go  through,  it  would 
not  be  a  bad  increase  for  Diebold 
shareholders,  whose  stock  has  traded 
as  low  as  $3.25  this  year. 

If  more  takeovers  are  mounted, 
there  is  obvious  money  to  be  made  in 
the  publicly  traded  venture  funds. 
The  question  is,  are  the  Diebold  bids 
a  fluke  or  a  trend? 

Lack  Of  Interest 

A  distinction  should  be  made  be- 
tween two  quite  different  types  of  ven- 
ture funds.  There  are,  first,  the  pub- 
licly traded  small  business  investment 
funds.  SBICs  are  formed  under  a  pro- 
gram that  enables  them  to  borrow 
from  the  Government  at  concession- 
ary rates  and  relend  to  small  business. 
Generally,  they  are  lenders  at  some- 
Mr.  Murphy  heads  a  venture  capital  firm,  Partner- 
ship Danitist,  Stamford,  Conn. 


". . .  Are  the  Diebold  bids  a  fluke  or  a  trend? 
If  more  takeovers  are  mounted,  there  is  obvious 
money  to  be  made  in  the  publicly  traded  venture  funds. . 
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thing  like  finance  company  rates  but 
with  an  equity  position  as  well.  The 
bible  of  the  venture  business,  called 
Venture  Capital  and  published  month- 
ly by  S.M.  Rubel  &  Co.  of  Chicago, 
follows  16  publicly  traded  SBICs.  At 
last  count  at  the  end  of  August,  the 
16  were  selling  at  an  average  discount 
from  asset  value  of  56%. 

The  second  type— Diebold  and  Val- 
ue Line  Development  Capital  Co.  are 
examples— raise  money  from  the  pub- 
lic and  generally  eschew  borrowing. 
They  tend  to  offset  this  conservatism 
by  pushing  into  riskier  situations, 
with  a  lot  of  high  technology  com- 
panies in  their  portfolios.  The  average 
discount  on  their  portfolios  was  also 
around  55%. 

Thus,  the  market  is  even-handed 
in  its  contempt,  but  such  utter  con- 
tempt? Why  these  incredible  dis- 
counts? The  people  who  manage  the 
funds  don't  really  know.  Some  of 
them  have  amassed  solid  records  over 
many  years. 

Consider  Narragansett  Capital 
Corp.,  the  largest  of  the  publicly  trad- 
ed SBICs.  Its  book  value  per  .share  is 
$19.50  and  its  over-the-counter  bid 
price  is  around  $7.75.  In  fact,  the 
bid  is  little  more  than  the  value  of 
one  of  Narragansett's  many  holdings, 
an  over-the-counter  company  called 
American  TV  &  Communications.  The 
market  value  for  Narragansett's  Amer- 
ican TV  stock  (one  of  the  best  of  the 
cable  TV  networks)  is  about  $5.2  mil- 
lion, while  the  market  value  for  all  of 
Narragansett  is  only  $6.9  million. 

I  can  offer  several  reasons  for  these 
deep  discounts.  For  one  thing,  a  ven- 
ture portfolio  is  hard  to  analyze.  A 
good  portion  of  it  is  private  and  you 
can't  get  numbers  on  it.  The  conven- 
tional wisdom  on  Wall  Street  is  that 
the  venture  companies  exaggerate  the 
values  of  their  private  investments. 


I  have  the  opposite  impression.  They 
may  have  done  some  embellishing  in 
the  Sixties,  but  in  the  Seventies— the 
Great  Decade  of  Litigation— the  val- 
ues they  put  on  their  private  hold- 
ings are,  if  anything,  conservative.  In 
the  Securities  &  Exchange  Commis- 
sion's catalog  of  sins,  conservative 
evaluation  is  somehow  more  forgiv- 
able than  inflated  evaluation. 

Discounts  From  Discounts 

Nor  is  that  all  in  my  catalogue  of 
undervaluation:  Even  the  values  of 
the  public  stocks  in  venture  company 
portfolios  may  be  understated  in  two 
senses.  Some,  for  instance,  is  letter 
stock,  unmarketable  but  carried  at 
discounts  of  25%  or  so.  And  no  one  is 
claiming  that  the  market  for  small, 
growth-style  companies  is  bubbling. 
By  historic  standards  much  of  this 
stock  is  neglected  and  cheap.  So,  it's 
a  case  of  discounts  from  discounts. 

Whatever  the  values,  it  is  true  that 
nearly  all  of  the  venture  companies 
have  shown  a  marked  reluctance  to 
realize  or  distribute  their  gains.  Their 
managers'  preference,  since  they  like 
what  they  arc  doing,  is  to  amass  and 
reinvest  capital.  Distributing  the  oc- 
casional big  winner,  or  little  one,  to 
shareholders  runs  counter  to  their- 
nature. 

The  way  out  for  shareholders  in  the 
public  funds  remains  to  be  seen.  One 
scenario,  obviou.sly,  points  to  the  Die- 
bold  route— a  takeover  or  niorge-oul. 
Another  is  for  the  funds  somehow 
to  make  themselves  more  understand- 
able and  attractive  to  the  average  in- 
vestor. If  that  were  to  happen,  the 
takeover  lure  would  vanish.  Only  the 
third  scenario,  that  steep  discounts 
continue,  seems  improbable*  in  a 
.strong  stock  market. 

Something  has  to  gi\ c.    ■ 
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The  freshest  thing  about  this  Inead 
is somethii^ hisdieb  had  for ceiitories. 


Funny^'thlng  about  this  Japanese  kabuki  dancer 

His  traditional  diet  may  be  better  in  some 
ways  than  yours. 

More  and  more,  doctors  in  the  Western  world 
believe  his  diet  has  at  least  two  advantages:  more 
fiber  and  fewer  calories. 

Now,  this  remarkable  bread,  Fresh  Horizons, 
has  beeH  developed  to  give  you  much  the  same 
advantages 

The  people  who  bake  bread  at  ITT  make 
Fresh  Horizons  with  fewer  calones  than  regular 
white  bread.  Actually  30%  fewer  calories 


At  the  same  time,  it  has  far  more  fiber  than 
whole  wheat  bread.  Ounce  for  ounce,  as  much 
fiber  as  you  get  from  100%  bran  cereal. 

Yet  Fresh  Horizons,  white  or  wheat,  tastes 
like  any  other  good-tasting  bread 

ITT  makes  Fresh  Horizons  bread  because  we 
think  your  diet  ought  to  be  just  as  good  to  you 
as  his  diet  is  to  him. 

The  best  ideas  are  the    I  '  I  "  I ' 
ideas  that  help  people.  Ill 


International  Telephone  and  Telegraph  Corporation.  320  Park  Avenue.  New  York.  N  Y  l(X)22 


Today  American  companies  doing  business  abroad  are  reaping  one-third  of  their  ^ 
profits  overseas  —  in  Deutsche  Marks,  Guilders,  Francs,Yen,  and  a  hundred  other  currency 

Here's  how  First  Chicago,  a  ^19  billion  banking  corporation,  can  help  make  your 
multinational  investments  more  productive. 


American  companies  abroad 
,  continue  to  enjoy  long-term 
growth  in  the  percentage  of  profits 
flowing  in  from  foreign  operations. 


U.S.  direct  investment  abroad 
(book  value  at  year-end,  1975) 


Other 
$19.9  \ 

Lat.  Amer 

$22.2 


Japan  $3.3 


Oceania  and 
S.  Africa  $7.0 


Canada 
$31.2 

(Total 

$133.2 

bUlion) 


W.  Europe 
$49.6 


The  figures  are  startling.  Dur- 
ing the  IQeCKs,  U.S.  companies  in- 
vested $33.5  billion  abroad,  while 


returning  $63.7  billion  of  income  to 
the  U.S.  During  this  same  period, 
direct  investments  owned  by  U.S. 
companies  increased  in  value  from 
$31.9  billion  to  $86.1  billion. 

This,  in  short,  is  the  interna- 
tional pie.  And  here's  how  First 
Chicago— with  the  fourth  largest 
network  of  overseas  installations  of 
all  American  banks— can  help  you 
cut  yourself  a  piece  of  it. 

Knowing  the  territory. 

When  investing  or  trading 
abroad,  you  can't  know  too  much 
about  the  countries  and  companies 
you're  dealing  with. 

First  Chicago  is  prepared  to 
supply  you  with  a  vast  body  of  or 


I 


ganized,  current  information  p 
nent  to  your  overseas  ventures 
country  experts  are  on-the-spo 
constant  touch.  They  can  help 
explain  fast-breaking  political 
economic  developments  abro 
They  can  clarify  what  may  s6e 
be  confusing  regulations  on  in 
ments,  profit  remittances,  forei 
exchange  controls,  and  custon 
requirements  which  can  chaii 
from  day  to  day. 

Sowing  seed  money»^ 
worldwide. 

At  First  Chicago,  wc  bolie> 
that  loans  to  finance  internati^ 
actii^Lties  are  among  the  safes| 
loans  a  bank  can  make. 
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)ne  reason  is  that  U.S.  com- 
is  investing  overseas  are  the 

1  of  the  crop.  Almost  invari- 
heir  expansion  abroad  is  a 
al  evolution  of  their  strong 
et  positions  at  home. 

J.S.  companies  exporting  to 
mporting  from  the  rest  of  the 
are  on  firm  ground,  too.  We 
the  countries  they're  doing 
less  in,  the  companies  they're 
3  business  with.  We're  highly 
rienced  in  implementing 
Bank,  FCIA,  ^d  other  forms 
ancial  guaranties  and  in- 
ice,  and  we  work  to  minimize 
xpense  to  the  borrower. 
Across  the  country.  First 
ago  offers  U.S.  companies 
eting  and  trading  abroad  full 
national  support  services  and 
i-currency  loans  at  our  head 
i  in  Chicago,  our  international 

2  Act)  offices  in  New  York, 
ago,  Los  Angeles,  and  San 
Cisco,  as  well  as  direct  contact 


with  81  installations  in  37  countries 
around  the  world. 

Paying  and  receiving 
in  100  currencies. 

Cash  management  abroad  can 
be  an  exasperating  experience. 
First  Chicago  specialists  have  been 
through  this  mill,  and  they  know 
their  way  around  it  We  can  advise 


"VS.  direct  investment  abroad  continueb  lu 
rise,"  notes  William  McDonough,  Executive 
Vice  President  and  International  Department 
head  at  First  Chicago.  "Net  book  value  amount- 
ed to  $133.2  billion  at  the  end  of  1975,  up  $14.4 
billion  from  the  year  before!' 

you  on  how  to  create  your  own 
system  for  the  collection,  control 
and  disbursement  of  international 
funds.  One  of  our  customers,  with 
subsidiaries  in  twelve  foreign 
countries,  needed  financing  in  nine 
different  currencies  that  could  be 
interchanged,  if  necessary,  on  short 
notice.\Ve  designed  a  $57  million 
revolving  credit  that  provided  ac- 
cess to  all  nine  currencies  with 
just  one  loan  agreement. 

Bringing  home  the  bacon. 

Recently,  new  accounting  pro- 
cedures have  required  that  profits 
returned  to  the  U.S.  must  be  de- 
clared in  current  exchange  rates 
each  period.  Thus,  if  you  plan  to 


repatriate  10  million  Francs  worth 
of  dollars,  and  the  Franc  falls  in 
value,  the  profits  you  declare  on 
each  period's  balance  sheet  uill 
be  proportionately  shrunk. 

Foreign  exchange  experts  at 
First  Chicago  can  help  you  filter 
exchange  fluctuations  out  of  your 
balance  sheet— by  analysis  of  your 
foreign  exchange  exposure,  by 
daily  reporting  of  spot  and  forward 
exchange  rates,  and  by  short  or 
medium  range  forecasting  to  help 
you  optimize  money  movements. 
And  our  offices  abroad  can  provide 
the  exchange  risk  coverage  to  as- 
sure that  you  bring  the  bacon  home. 

If  you're  involved  in  or  plan- 
ning to  help  your  company  to  a  big 
slice  of  the  international  pie,  you 
may  be  interested  in  our  368-page 
international  trade  guide  for  every- 
thing from  shipping  to  taxes. 

For  this  free  guide  or  other 
information  call  or  write:  J.  Patrick 
Kelly,  Assistant  Manager,  Inter- 
national Banking  Department, 
The  First  National  Bank  of  Chicago, 
One  First  National  Plaza,  Chicago, 
Illinois  60670  (312)  732-2536, 


NORTH  AMERICA:  Atlanta;  Baltimore;  Boston; 
Chicago,  Cleveland;  Houston;  Kansas  Cit>';  Los 
Angeles;  Mexico  City;  New  York;  San  Francisco; 
Toronto.  EUROPE:  Amsterdam;  Antwerp; 
Athens;  Bristol;  Brussels;  Cardiff;  Channel 
Islands;  Dublin;  Diisseldorf;  Edinburgh;  Frank- 
furt; Geneva;  Leicester;  London;  Madrid;  Milan; 
Munich;  Newcastle;  Paris;  Piraeus;  Rome;  Rotter- 
dam; Stockholm;  Warsaw  MIDDLE  EAST:  Abu 
Dhabi;  Beirut;  Cairo;  Dubai;  Sharjah;  Tehran. 


AFRICA:  Lagos, 
AMERICA: 

Guatemala  City; 
Paulo.  CARIB- 
lovvn;  Cayman 
Montego  Bay; 
au-Prince.  FAR 
Hong  Kong; 
Singapore; 
Manila;  Mel- 
©1976  The 
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Nairobi.  LATIN 
Bogota;  Caracas; 
Panama  City;  Sao 
BEAN:  Bridge- 
Islands;  Kingston; 
Ocho  Rios;  Port- 
EAST:  Bangkok; 
Jakarta;  Seoul; 
Tokyo.  PACinC: 
bourne;  Sydney. 
First  National 
Bank  of  Chicago. 


The  Rrst  National  Bank  of  Chicago 

Productive  banking  for  productive  businesses. 


Money  And  Investments 


Market  Trends 


How's  Your  EBIT? 


By  Arthur  Bugs  Baer 


I 


II  an  era  when  growth  Fias  been 
some  of  its  glitter,  and  earnings  per 
share  is  a  suspect  figure,  return  on 
assets  is  an  old  idea  getting  new  re- 
spect from  company  managements, 
and  a  new  useful  tool  to  help  investors 
improve  their  own  results.  A  good 
way  to  measure  the  productivity  of 
assets  is  to  divide  earnings  before  in- 
terest and  taxes  (EBIT)  by  total  as- 
sets. Let  us  call  it  simply  EBIT.  This 
figure  gets  to  the  heart  of  things  be- 
cause it  measures  how  efficiently  man- 
agement is  using  the  capital  it  has  at 
its  disposal.  For  example,  watch  out 
if  earnings  per  share  are  still  rising  but 
EBIT  has  turned  down;  this  can  be 
a  sign  of  trouble.  On  the  other  hand, 
an  above  average  EBIT  is  usually  a 
good  thing.  (The  latest  EBIT  on  th(; 
30  Dow  Jones  industrials  is   13.6%.) 

One  investment  approach  is  to 
stick  to  companies  earm'ng  high  EBIT 
retiuris  on  their  assets;  the  theory  is 
that  you  can't  go  wrong  with  such 
companies.  However,  a  more  venture- 
some and  more  profitable  approach  is 
to  buy  stocks  whose  EBIT  is  improv- 
ing and  to  .sell  stocks  whose  EBIT  is 
declining.  For  wheti  a  company's  re- 
turn on  assets  turns  up,  a  bell(;r  stock 
price  is  seldom  far  behind. 

Let's  look  at  three  well-known  con- 
sumer goods  stocks  to  see  what  hap- 
pens when  EBITs  change. 

Philip  Morris'  success  story  was  ini- 
tially just  the  story  of  Marlboro,  but 
in  more  recent  years  it  has  broad- 
ened to  include  major  marketing  tri- 
umphs with  Miller  and  Lite  beers, 
Benson  &  Hedges  100,  and  Virginia 
Slims  cigarettes.  At  the  end  of  1965 
the  EBIT  returns  were  12.9%,  well 
below  the  16.3%  earned  by  the  DJI 
composite.  But  then  the  situation  be- 
gan to  turn.  Each  year  for  the  next 
seven  the  EBIT  returns  climbed,  hit- 
Mr.  Baer  is  a  vice  president-research  division  at 
Faulkner,  Oawkins  A  Sullivan,  Inc.  His  bazarre  middle 
name  was  inherited  from  his  father,  the  late  humorist 
Arthur  "Bugs"  Baer. 


"When  return  on  assets  turns 

up^  a  better  stock 
price  is  seldom  far  behind." 


ting  17.3%  in  1972,  well  above  the 
13.8%  of  the  DJI  a)mposite  that  year. 
In  those  seven  years  earnings  per 
share  rose  3.9  times,  and  the  stock 
went  up  700%. 

In  the  next  three  years,  from  1972 
to  1975,  diluted  earnings  per  share 
kept  climbing  at  an  impressive  rate 
to  18.4%,  but  EBIT  returns  fell  from 
17.3%  to  16.2%.  Philip  Morris  was 
making  a  bold— but  temporarily  ex- 
pensive—move: It  poured  $510  mil- 
lion into  new,  efficient  plants  for  beer 
and  cigarettes.  While  the  plants  were 
under  construction  the  assets  were 
idle  and  EBIT  returns  fell.  But  during 
1976  the  new  plants  came  on  stream 
and  started  to  earn  their  keep.  The  re- 
sult is  that  EBIT  returns  have  re- 
sumed their  climb,  and  Philip  Morris 
should  stay  substantially  more  profit- 
able than  the  DJI  composite.  On  bal- 
ance the  stock  hasn't  done  much  since 
early  1973,  but  with  returns  rising 
again,  the  stock  ought  soon  to  begin 
reflecting  a  pickup.  In  short,  Phillip 
Morris'  EBIT  return  is  improving  and 
so  should  the  price  of  the  stock. 

In  The  Doghouse 

GillfUc's  story  is  as  gloomy  as 
Philip  Morris'  is  cheerful.  In  1950 
(Gillette  was  the  most  profitable  large 
company  in  America,  with  a  51.6% 
return  on  equity  and  a  63.7%  EBIT 
return.  Successive  managements  tried 
to  repeat  Gillette's  dazzling  razor 
blade  triumph  in  other  fields  but 
never  could  match  it.  Strong  brands 
were  created  or  acquired— Paper 
Mate,  Foamy,  Right  Guard,  Braun 
and  Gricket— but  year  after  year  the 
EBIT  returns  fell.  At  the  end  of 
1965  returns  were  a  dazzling  36% 
but  dropped  in  eight  of  the  next  ten 
years  to  17.5%  by  1975. 

Investors  had  plenty  of  time  to  get 


out.  Every  year  until  1973  Gillette  at 
.some  point  sold  at  a  P/E  multiple 
over  20,  despite  its  ominous  decline 
in  profitability.  Today  it  resides  in  the 
investment  doghouse,  unloved  by  the 
institutions.  Griticizing  Gillette  is  like 
kicking  a  corpse.  Perhaps  one  day  it 
will  rise  again,  but  not,  I  suspect,  un- 
til asset  profitability  rises. 

Turnaround 

The  case  of  PepsiCo  is  more  inter- 
esting than  either  Philip  Morris  or 
Gillette  because  it  represents  such  a 
dramatic  turnaround  in  management 
philosophy.  PepsiGo  enjoyed  princely 
profitability  until  it  overindulged  in 
acquisitions.  In  1965  the  EBIT  ic- 
turns  were  28.1%,  far  higher  than  the 
DJI's  16.3%.  But  acquisitions  of  North 
American  Van  Lines,  several  leasing 
companies,  Wilson  Sporting  Goods 
and  foreign  snack  food  operations  sent 
a.s.set  profitability  downward.  By  the 
end  of  1974  EBIT  returns  had  been 
cut  roughly  in  half  and  were  below 
the  DJI  composite.  Investors  were  al- 
so asking  sharp  questions  about  Pepsi- 
Go's  accounting  methods.  PepsiGo 
was  clobbered  in  the  1974  bear  mar- 
ket, losing  two-thirds  of  its  value  in 
less  than  a  year. 

The  story,  however,  appears  to 
have  a  happy  ending.  The  crunch  of 
1974  forced  PepsiGo  to  rethink  its 
strategy.  The  low-return  leasing  busi- 
nesses are  being  shucked  off.  Losing 
foreign  subsidiaries  were  shut  down. 
Gapital  spending  was  leashed  in. 
Management  bonuses  were  revised  to 
emphasize  asset  profitability.  Pell- 
mell   acfjuiring  of  companies   ceased. 

The  result  was  that  EBIT  returns 
jumped  well  above  the  DJI  composite 
in  1975  to  16.1%  and  will  pass  18% 
in  1976.  Investors  are  again  <'nthu 
siastic  about  PepsiGo;  the  stock  has 
nearly  trebled  from  its  1974  low. 

Any  investor  can  quickly  figuic 
EBIT  returns  on  any  stock  from  the 
annual  reports  and  lO-Ks.  All  it  re- 
quires is  some  elementary  bookkeep- 
ing and  a  simple  hand-held  calcula- 
tor. Manageinents  take  EBITs  serious- 
ly.   Sensible    investors    shotild,    too.    ■ 
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Denny's,  Inc.  is  growing  and  prospering 
in  tune  with  America's  changing  life  styl 


These  changes  will  continue  and 
accelerate,  and  Denny's,  Inc. 
is  responding  with . . . 

•  New  and  larger  24  hour  restaurants 
and  donut  houses. 

•  More  sophisticated  decor  and  design. 

•  New  and  varied  menus  and  food  items. 

•  Even  greater  emphasis  on  quality, 
service,  and  staff  training. 

As  a  result,  revenues,  net  income, 
profit  margins,  average  sales  per 
unit,  and  return  on  equity  have 
increased  for  the  fifth  consecutive  year. 


Denny's,  Inc. — Highlights  —Years  Ended  June 

1972 

1973 

1974 

1975 

1976 

Five  year 
compound  growth  rale 

Revenues 

$142,517,000 

$171,567,000 

$221,773,000 

$283,381,000 

$353,898,000 

30* 

Pretax  income 

S     7.000.000 

$   10.723.000 

$  15.970.000 

$  21,950.000 

$  28.377,000 

38% 

Pretax  income  as  a 
percent  of  revenues 

4.9% 

6.3% 

7.2% 

7.7% 

8.0% 

Net  income 

$     3.830.000 

$     5.553.000 

$     8.340.000 

$   11.100.000 

$   15.827,000 

40% 

Earnings  per  share 

$  .52 

$  .75 

$1.12 

$1.49 

$1,98 

38% 

Average  sales  per  domestic 
company  operated  restaurant 

$        391.000 

$        434.000 

$        500.000 

$        544,000 

$        594,000 

11% 

Average  sales  per  donut  house 

$          86.000 

$          88.000 

$        100.000 

$        120.000 

$        125.500 

9% 

Shareholders'  equity  at  year  end 

S  34.391.000 

$  39.695.000 

$  46.868.000 

$  56.382,000 

$  86,670,000 

23% 

Return  on  average  shareholders' 
equity 

11.6% 

14.9'A', 

19.1% 

21.5% 

21.6% 

Dividends  per  common  share 

S  .04 

S  .06 

$  .12 

$  .20 

$  .35 

(Current  rate  $  ,44) 

Number  of  units 

811 

901 

999 

1103 

1212 

10% 

For  a  copy  of  our  new  Annual  Report,  please  write  to:  Verne  H,  Winchell,  President,  Denny's,  Inc.,  P.O.  Box  1117,  La  Mirada,  California  90637 


Denny's,  Inc. 


531  Denny's  Restaurants  / 681  WinchelVs  Donut  Houses 

Over  1200  units  and  27,000  employees  in  37  states,  Mexico,  Canada,  cmd  Japan. 


Denny's.  Inc.  Is  listed  on  the  New  Yorii  Stock  Exchange  and  the  Padflc  Stock  Exchange 


Member  National  Restaurant  Associatk>n 


nrhe  $10,000 

Executive 

Privilege 

Loan 

A  way  to  increase  discretionary  capital 
conveniently,  or  solve  personal  cash 
flow  problems  confidentially,  without 
ever  setting  foot  inside  a  bank.  $18,000 
to  $80,000+  a  year  executives  and  pro- 
fessionals may  qualify  for: 

■  up  to  $10,000 

■  on  signature  alone 

■  entirely  by  mail 

We  are  a  member  of  the  Citicorp  family, 
parent  company  of  Citibank.  We  know 
the  meaning  of  professional  courtesy, 
and  we  specialize  in  individual 
accommodation. 

Inquire  in  confidence  with  no  obliga- 
tion. Call  toll-free  or  mail  the  coupon. 


Nationwide 

Financial  Corporation 

Phone:  1-800.525-2131 


Mr.  W.  L.  Martin 

Suite   927,  1660  S.  Albion  St. 

Denver,  Colorado  80222 

Please  send  particulars 

Name — 


A  SU8SI01ARV  OF 

cmcoRP 

O 


Addr 


City. 


Stale 


cip 


Phone- 


Not  available  to  residents 
of  California  or  New  York 
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OIAMOIMD 

IIVITERNATIOIMAL 

CQRPORATIOIM 


95th  CONSECUTIVE 
YEAR  OF  DIVIDENDS 

The  Board  of  Directors  of  the  Diamond  Inter- 
national Corporation  on  September  23, 1976, 
declared  a  quarterly  dividend  of  50cs  per  share 
on  the  Common  Stock,  payable  November  1, 
1976,  to  shareowners  of  record  October  8 
1976. 

GEORGE  PASCALE 
Vice  President-Secretary 


Forest  Products  •  Packaging  &  Printing 

Consumer  Products  •  Building  Materials  & 

Home  Supplies  •  Machinery  Systems 
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•  •  •  And  Live 


To  Fight  Another  Day 


"You  can  be  caught  with  your  pants 
down!"  exclaims  Paul  Lepercq.  The 
French-born  Lepercq,  54,  founder- 
boss  of  Lepercq,  de  Neuflize  &  Co., 
is  not  talking  about  sex.  He's  talking 
about  the  perils  of  running  his  New 
York-based  brokerage  firm  that  man- 
ages the  Istel  Fund  (assets:  $110  mil- 
lion) and  $210  million  in  foreign  mu- 
tual funds  and  in  individual  and  cor- 
porate accounts. 

The  Istel  Fund  was  one  of  a  hand- 
ful that  made  the  Forbes  Mutual 
Fund  Honor  Roll  this  year  {Aug.  15) 
for  consistently  good  performance  in 
up  and  down  markets.  But  that's  long 
term.  Istel's  showing  in  1976  is,  as 
Lepercq  well  knows,  very  much  down 
around  its  ankles.  While  the  Dow  is 
up  17%  so  far  this  year,  Istel  has  risen 
only  5%,  one  of  the  worst  showings 
in  the  mutual  fund  industry. 

Lepercq,  who  has  deftly  managed 
money  for  20  years,  allowed  himself 
to  get  too  caught  up  in  the  pessimism 
of  1973-75.  In  May  1975  he  yanked 
the  Istel  Fund  right  out  of  the  stock 
market,  putting  its  assets  almost  en- 
tirely in  Treasury  bills.  The  market 
appreciated  25%  within  eight  months. 
Istel  went  up  1.5%. 

Earlier  this  year,  we  had  noticed 
that  Istel  was  almost  wholly  out  of 
the  market  and  we  decided  to  find 
out  why.  We  looked  first  to  the 
fund's  1975  annual  report,  which 
read  like  Oswald-Spengler-comes-to- 
Wall-Street  and  concluded:  "These 
are  times  to  survive  ...  in  another 
season  the  time  will  come  to  accept 
the  risks  of  searching  for  growth." 

But  Lepercq  didn't  want  to  see  us. 
Finally,  last  month  he  agreed.  "I'm 
ready,"  he  said. 

Ready  that  is,  to  admit  he  had  made 
a  mistake.  Lepercq,  with  the  aplomb 
of  a  de  Gaulle  ditching  the  French  Al- 
gerians, has  changed  his  mind.  He  has 
turned  from  bear  to  bull,  at  a  time 
when  many  money  managers  and 
economists  are  questioning  the  basic 
strength  of  the  recovery.  Says  Lepercq 
with  an  air  of  Gallic  finality,  "The  fund 
is  fully  invested." 

Why  the  flip-flop?  Lepercq  says 
its  origin  goes  back  to  the  end  of  last 
year.  "For  me,  what  was  very  impor- 
tant was  the  way  the  crisis  of  New 
York  City  was  handled.   I  was  struck 


Long  a  top  performing 
fund,  Istel  has  had  a  lousy 
1 976.  Its  boss  explains  why. 


by  the  resiliency  of  the  system.  I  start- 
ed to  focus  not  so  much  on  how  sus- 
picious the  recovery  was,  but  on  how 
well  grounded  it  was." 

A  man  who  spent  his  youth  in  a 
France  racked  by  depression,  deep 
poUtical  divisions  and  finally  occupied 
by  the  Nazis,  Lepercq  is  far  more 
skeptical  than  your  average  money 
manager.  That's  why  he's  so  jumpy, 
so  ready  to  go  100%  into  cash.  He  says, 
"I  inherited  a  little  bit  the  European 
attitude  that  if  you  enter  a  market, 
[you  do  so]  to  get  out  of  it." 

But  Lepercq  has  another  French 
quality:  pragmatism.  He  isn't  wed  to 
any  theory.  He  has  come  to  see  that 
the  U.S.  is  not  just  Europe  on  a  slow 
track.  He  sees  now  "the  ability  of  this 
nation  to  handle  stresses  and  crises. 
If  you  look  over  the  past  four  to  five 
years,  we  have  had  a  demonstration 
of  the  extraordinary  resilience  of  this 
country.  There  was  no  Waterloo." 

Lepercq  says  by  March  he  was 
having  serious  second  thoughts  about 
his  cash-only  position.  "I  said  to  the 
fund's  executive  committee  that  in  the 
next  two  to  three  months,  nothing 
much  would  happen  to  the  stock 
market  and  let's  give  ourselves  three 
months  to  rethink  our  view."  By 
July  of  this  year  Istel  was  back  in 
with  both  feet,  and  Lepercq's  firm 
the  next  month  published  a  pam- 
phlet called,  "We  Changed  Our  Mind.' 

On   a  specific  level,   Lepercq  was 
impressed  by  the  behavior  of  the  Fed- 
eral   Reserve.    "Since    the    bottom    of 
the  business  cycle,  the  record  of  the 
Fed    has    been    exceptionally    good." 
The    Fed,    he    now    thinks,    will    suc- 
cessfully    nurture     a     moderate,     b"t 
sustained  recovery.  This,  plus  fallii 
long-term   interest   rates   and   the   .i 
cumulation  by  institutions  so  far  fl 
year  of  cash   will   probably   mean 
third  upleg  in  the  market." 

If    Jimmy    Carter    wins    the    Pre 
deiitial    election,    Leperc(i    thinks    tl 
Democrat's     reforming    zeal     will     I 
tempered  by  "the  realities  of  the  ci 


152 


FORBES,  OCTOBER  15.  197 


el 


PossiUy  the  most  sensible 
way  to  invest  inTax-Riee 

Municipals. 


As  an  investment,  The  Fidelity  Municipal  Bond  Fund 
simply  makes  good  sense. 

Beyond  the  obvious  advantage  of  income  exempt  from 
Federal  Income  Tax,  The  Fund  offers  significant  benefits  not 
previously  found  in  similar  investments.  •■»         < 

^chargjeor 
red^iptionfee. 

Fidelity  Municipal 
Bond  Fund  is  the  first 
continuously  managed, 
open-end  municipal 
bond  fund  without  any 
sales  charge  or  redemp- 
tion fee. 

Avoiding  such 
costs  can  represent  substantial 
savings  ( up  to  4-3/4%  of  the 
amount  you  invest  when  com- 
pared with  mu- 
nicipal bond  in- 
vestmentsthat 
include  a  sales 
charge). 

All  of  your 
investment  dol- 
lars work  from 
the  outset  fo  obtain  as  high  a  level 
of  tax-free  income  as  is  consistent 
with  preservation  of  capital. 

Daily  tax-free  income. 

InccHne  is  credited  to  your  account  daily.  Should  you 
wish  current  income,  you  may  elect  to  receive  your  earnings 
in  cash  on  a  monthly  basis. 

Tax-free  confounding. 

Those  seeking  to  build  the  value  of  their  investment 
may  choose  our  free  monthly  re  investment  privilege.  This 
attractive  option  results  in  an  automatic  compounduig  of 
eambigs  tax-free. 


Daily  liquidity. 


The  Fund  will  redeem  shares,  free  of  charge,  at  net  asset 
value  whenever  you  desire.  This  feature  protects  you  from  the 
uncertainties  of  supply  and  demand  in  secondary  markets.  It 
provides  an  important  degree  of  investment  flexibility. 


Diversification  of  investment  dollars. 

Through  our  carefully  chosen  portfolio  of  municipal  bonds, 
the  potential  risk  of  any  single  investment  is  greatly  reduced. 

Our  initial  investment  requirement  of  $5,000  provides 
the  same  diversification  otherwise  available  only  to  those  making 
a  direct  investment  of  several  hundred  thousand  dollars. 

Full-time  investment  management 

The  Fund  is  under  continuous  management,  another 
key  benefit.  Our  supervision,  both  in  the  purchase  and  con- 
tinuing review  of  the  Fund's  pcstf olio,  is  designed  to  preserve 
capital  and  help  increase  your  rate  of  income. 

Note:  As  our  portfolio  wiU  change  to  reflect  changing 
market  conditions  and  new  investment  opportunities,  we  do 
not  advertise  fixed  rates  of  return. 

We  suggest  you  learn  more  soon  and  invite  your  inquiry 
by  mail.  Better  yet,  call  now.  Our  knowledgeable  staff  will 
gladly  assist  you  and  answer  any  questions. 


CaUToU-fee 

(800)225-6190 


In  Mass. Call  Collect  (617)726-0650 


r 


nOQJTY  MUtCIRAL  BOND  FUNDI  Lia 

82  Devonshire  St,  Box  832,  Dept  FF61015 
Boston,  Mass.  02103 

For  more  information,  including  all 
charges  and  expenses,  please  writeor 
call  for  a  prospectus.  Read  it  carefully 
before  you  invest  or  send  money. 

Name 
Address 


1 


City 


State 


Zip 


L 


Telephone 

FDEUnr  GROUP 

Over  tSbillioo  of  assets  under  management 
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<<Which  one  of  us  makes  $20,000? 

We  both  do.  And  we  like  to  spend  it  on  the 
same  kinds  of  things,  too. 

Like  travel. 

Before  we  met,  Steve  and  I  did  a  lot  of  it. 
Because  we  felt  that  exploring  the  world  was  a 
good  way  to  find  yourself 

Now  that  we're  married,  we  have  twice  as 
much  money  and  twice  as  much  savings. 

Well  be  traveling  farther.  And  a  lot 
more  often. 

We'll  also  get  to  play  more  tennis.  Spend 
more  weekends  skiing.  Or  camping. 

And,  now,  we  can  have  our  once-a-month 
wine  and  cheese  party,  once-a-week. 

I  guess  we  know  what  we  want  from  life. 
And  with  twice  as  much  money  we  not  only  can  put 
more  into  it,  we  can  get  more  out  of  if 

The  way  Ellen  and  Steve  feel  about  life  is  an 
example  of  the  new  values  many  young  adults 
have  today. 

And  because  Psychology  Today  responds  to 
those  values,  it  attracts  over  four  and  a  half  million 
people  every  month. 

People  who  believe  in  living  their  dreams 
today,  not  tomorrow. 

For  example,  according  to  Simmons,  PT's 
women  readers  outdo,  outplay  and  outbuy  the  male 
readers  of  just  about  every  other  major  magazine. 
And  our  male  readers  outdo  our  women. 

Our  readers  are  young,  affluent  and  always 
in  the  market  for  quality  products  and  services. 

And  PT  readers  set  the  trends  others  follow. 


PT  readers  live  their  dreams  today,  not  tomorrow. 
Psychology  Ibday 


A  Zifl-[',ivi.s  Publication 
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The  Funds 


«nt  business  situation." 

Currently,  Istel  favors  two  indus- 
ries:  The  banks,  including  Bank  of 
V.merica,  J. P.  Morgan,  Continental  II- 
inois  and  Texas  Commerce;  and  the 
til  and  oil  service  companies,  such 
s  Exxon,  Mobil,  Baker  International, 
ialhburton,  Hughes  Tool  and 
ichlumberger  (Lepercq  was  once 
:hairman  of  the  executive  committee 
»f  this  French-based  company).  Of 
he  service  group  he  says:  "There  is  a 
rend  to  more  offshore  drilling,  deeper 
hilling,  more  technology,  more  in- 
ormation,  more  expensive  drilling. 

"The  banks  went  through  a  great 
irisis  and  the  market  does  not  rec- 
ignize  that  their  problems  are  being 
olved,"  he  says.  As  for  slack  loan 
lemand,  the  recovering  economy  will 
eventually  take  care  of  that.  In  the 
neantime,  Lepercq  will  continue  to 
;ollect  their  juicy  dividends. 

About  half  of  the  portfolio  is  made 
ip  of  your  standard  growth  stocks— 
ntemational  Business  Machines,  Ko- 
lak.  Sears,  Avon.  Lepercq  is  not  as 
)othered  as  others  by  their  still  rela- 
ively  high  price/ earnings  ratios. 

Though  badly  burned  by  going  to 
ash  when  he  did,  Lepercq  argues 
hat  such  a  move  can  be  a  useful 
management  tool,  even  if  you  don't 
hink  the  world-as-we-know-it  is  com- 
ng  to  an  end.  "You  want  occasionally 
o  be  in  cash  for  two  reasons,"  says 
^epercq.  "One  is  that  unrealized 
apital  gains  are  going  to  be  elusive, 
f  you  don't  reach  them,  you  could 
3se  them."  Second,  says  Lepercq,  "I 
lave  learned  it  is  awfully  important 

0  put  yourself  on  the  sideline  once  in 

1  while.  There  are  three  curses  in  this 
>rofession,"  he  says,  "greed,  fear  and 
jetting  stuck!" 

We  asked  Lepercq  what  he  meant 
>y  "getting  stuck."  "Portfolio  man- 
igers  know  by  experience,"  he  an- 
wered,  "that  if  you  have  100  port- 
olios  and  you  get  a  new  client,  the 
>dds  are  that  that  new  account  will 
or  a  few  months  be  your  top  per- 
ormer.  You  will  do  for  that  account 
vhat  you  really  want  to  do  at  that 
ime."  In  short,  it's  psychologically 
'asier  to  shift  from  cash  to  stocks 
han  from  stocks  to  other  stocks,  or 
jack  to  cash. 

Lepercq  regrets  missing  early 
l976's  market  ris'e,  but  missing  a  rally 
s  less  of  a  sin  than  losing  clients' 
apital.  "The  first  question  is  protect- 
ng  your  assets,"  he  says.  Or,  as  the 
)oet  said:  Better  to  turn  and  run 
iway  and  live  to  fight  another  day.  ■ 


Take  one  or  both  of  these  timely  packages 
of  business  and  investment  advice 

Stocks        M  utual  Funds 

25  Active  Stocks         H?!?Slfu^tfa?/ 

Buy?  Hold?  Sell?  ,     How  to  get  up  to  8% 

Facts,  figures,  analysis,  appraisal  of         f  V^^  f  ^  interested  in  income,  bond 
risk  and  specific  advice.  ^^^^^  have  the  distinct  advantage  of 

broad  diversification  to  reduce  risk.  In 
addition  to  their  high  yield,  the  funds 
United  is  recommending  make 
payments  every  month,  which  is 
a  helpful  convenience. 

407  IVIutual  Funds 

Performance  comparisons 

Compare  how  your  own  funds — 
and  others — have  done  against  the 
funds  as  a  whole  and  one  another. 
Packed  with  year  by  year  facts, 
showing  changes  in  Net  Asset  Value 
plus  latest  performance  figures. 

Plus  2-lssue  Trial  of  United 
Mutual  Fund  Selector 

This  entire  package  $2 


Am  Home  Pr 

Gulf  Oil 

RCA 

ATT 

ITT 

Searie(GD) 

Chrysler 

Kresge 

Sony 

Citicorp 

Litton 

Southern  Co. 

East  Kodak 

Merrill-Lynch 

Std  Oil  Cal 

Gen  Elec 

Mid-So  Util 

Texaco 

Gen  Motors 

Occid  Petr 

Westinghouse 

Gulf  &  West 

Pan  Am  Air 
Polaroid 

Xerox 

65  Utilities 

Does  United  believe  you  should 
Buy?  Hold?  Sell?  Facts,  figures, 
analysis  and  appraisal  of  risk. 

Plus  4  week  Trial 
of  United  Reports 
This  entire  package  $2 


Save  with  combination  offer:  both  packages  |$3 


NAME  (please  pnnti. 


ADDRESS. 


CITY_ 


-FILL  OUT  COUPON  AND  MAIL  TODAY 

Please  send  me  the  package<s)  I  have  checked  below: 

I  unoersiana  i  gel  my 
□  STOCKS  $2.  'T'oney  back  if  Im  not  satislieo 

D  MUTUAL  FUNDS  $2.   Oller  open  tc  new  Guest 
n  RriTU  (tT  Subscnbers  only 

I — I  D*^  I  r\  0)0  Not  assignable  witnout  your 

W^ITEDig;^s^s«vice 


■      STATE 


FM-68 


210  Newbury  St..  Boston,  Mass.  02116 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  of  Disadvantage" 
a  free  booklet. 

ROWE  PRICE 

NEW  INCOME 

FUND,  INC 

A  fully  managed  No-Load  fund  seeking  the  highest  investment 

income  consistent  with  preservation  of  principal— not 

just  for  today,  but  for  the  future  as  well. 

No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301  -547-21 36 

Rowe  Price  New  Income  Fund,  Inc. 
100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

[    I  Self-Employed  Retirement  Plan  Available 

Name 


Address. 
City 


.State. 


-Zip- 
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The  Street  Walker 


A  Pause  On 
The  Way  Up? 


The  market's  40-point  puUback 
from  the  mid-September  high  (1015) 
on  the  Dow  Jones  industrial  average 
wasn't  powerful  enough  to  shake  out 
the  optimists.  "The  market  is  going 
to  go  up,"  we  were  told  by  Robert 
Schamine,  Morgan  Stanley's  highly 
regarded  vice  president  in  charge  of 
equity  trading.  Schamine  qualified  a 
bit:  "There  will  be  backing  and 
filling,  but  the  market's  going  to  take 
another  shot."  Edson  Gould,  Ana- 
metrics  Inc.'s  venerable  market  prog- 
nosticator,  agreed:  "The  pullback  is 
normal.  By  year's  end  1100  remains 
a  reasonable  expectation."  George 
Knutson,  who  puts  out  a  weekly  letter 
for  Baker,  Weeks  &  Co.,  predicts 
1100  on  the  Dow  "by  Thanksgiving." 
In  clear,  unhedged  language,  Knut- 
son declares:  "We  remain  fully  in- 
vested, leveraged  and  bullish." 

There  are  still  bears  around.  Al- 
ways are.  Otherwise  the  market  would 
simply  go  straight  up.  But  the  point 
is  that,  among  the  bulls,  the 
late-September  early-October  market 
weakness  wasn't  enough  to  make  peo- 
ple change  sides. 


Guilt  By  Association 


"It  was  like  striking  a  match  in  a  gas 
house."  That's  how  James  S.  Love, 
Paine,  Webber's  capital  goods  ana- 
lyst, describes  last  month's  announce- 
ment by  IngersoU-Rand  Co.  that  earn- 
ings would  be  off  for  the  year.  By 
the  beginning  of  this  month,  Ingersoll 
had  dropped  9J4  points,  to  75/8,  and 
carried  down  with  it  a  lot  of  other  ma- 
chinery stocks:  Allis-Chalmers,  down 
2H  to  265^;  Caterpillar  Tractor  (al- 
ready under  some  pressure ) ,  down  2% 
to  56;  Clark  Equipment,  down  4%  to 
40^;  Cooper  Industries,  down  1%  to 
39^;  Deere,  down  2  to  31Ji  (ad- 
justed for  spht);  Dresser  Industries, 
down  5/8  to  40?8;  Massey-Ferguson, 
down  4%  to  22J4;  and  so  on. 

Love  isn't  crazy  about  Ingersoll - 
Rand  right  now,  but  he  figures  this 
may  be  the  chance  to  pick  up  a  few 
of  the  innocent  bystanders— specifical- 
ly. Caterpillar,  Clark,  Cooper,  Deere 
and  Massey-Ferguson. 


What  went  wrong  with  Ingersoll- 
Rand,  the  bluest  capital  goods  blue 
chip?  The  company  blamed  its  dif- 
ficulties on  an  unanticipated  slow- 
down in  demand  for  capital  goods  and 
problems  with  its  capital  spending.  "^ 
Faced  with  overcapacity  in  many  of 
its  lines,  IngersoU-Rand  hasn't  been 
able  to  maintain  its  margins.  More- 
over, some  of  that  new  capacity  came 
on  stream  too  quickly  and  not  at  all 
smoothly,  leading  to  quality  prob- 
lems. "They  lost  two  big  [total:  $35 
million  to  $40  million]  contracts  for 
compressors  for  the  Soviet  Union  to 
Cooper  and  Dresser,"  Love  says. 

However,  both  Cooper  and  Dresser 
have  just  announced  they  expect  earn- 
ings gains  of  25%  and  more  this  year. 

It's  that  kind  of  a  market— nervous. 
Ingersoll-Rand,  a  very  good  company, 
hits  some  temporary  problems,  and  its 
stock  not  only  loses  almost  $200  mil- 
lion in  market  value  but  carries  its 
entire  group  down  with  it.  Talk  about 
overreacting! 


Right  For  The  Wrong  Reasons 


As  they  say  in  The  Street,  it's  better 
to  be  right  for  the  wrong  reasons, 
than  wrong  for  the  right  reasons.  Last 
June  we  queried  a  number  of  bank 
stock  analysts  and  found  quite  a  few 
of  them  bearish  on  their  industry. 
Why  bearish?  Those  horrendous  loan 
losses  hanging  over  the  banks.  "Too 
many  opportunities  for  unpleasant 
surprises,"  explained  Lehman  Broth- 
ers' Leslie  Goldstein. 

Well,  the  bears  were  right  and 
those  who  were  bullish  on  the  banks 
were  wrong.  The  stock  averages  went 
into  October  at  about  the  same  level 
they  were  at  in  June,  but  the  bank 
stocks  as  a  group  are  well  down.  In 
fact,  Citicorp  is  down  13%  over  those 
three  months  or  so,  Morgan  Guaranty 
15%.  In  just  September  alone,  Bank 
of  America  dropped  9.3%,  Chemical 
8.8%,  while  the  Standard  &  Poor's  500 
was  off  only  1%. 

So,  the  bears  were  right,  but  for 
the  wrong  reasons.  For  most  banks, 
the  big  write-offs  seem  to  be  in  the 
past.  Morgan  Guaranty,  for  example, 
cached  only  $39.9  million  in  its  loan- 
loss  reserve  during  the  first  half,  as 
against  $56.2  million  last  year.  Citi- 
corp probably  will  be  reserving  only 
about  $300  million  this  year,  down 
almost   10%  from    1975.   The  flaming 


headlines  about  impending  banking 
disasters  have  long  since  gone  to 
wrapping  garbage. 

But  what  matters  in  investing  is 
to  be  right.  And  the  bears  ivere  right. 
What  happened  was  that  the  econo- 
my didn't  take  off  the  way  some  peo- 
ple thought  it  would  and  so  loan  de- 
mand was  weak.  That  explains  the 
relatively  disappointing  third-quarter 
bank  earnings  and  the  anticipatory 
weakness  in  the  stocks.  This  left  the 
bank  stock  optimists  a  bit  sheepish. 
"We've  been  very  disappointed  on 
loan  demand,"  admits  Irving  M.  Ges- 
zel,  Bear,  Stearns'  respected  bank  ana- 
lyst. "I  think  we've  all  retreated  some- 
what," agrees  Frank  G.  Helmbold  of 
Chicago's  First  National  Bank,  who 
was  bullish  on  banks  when  we  spoke 
with  him  around  midyear. 

However,  Geszel  and  Helmbold 
haven't  given  up.  They  point  out  that 
bank  stocks  are  historically  cheap: 
around  nine  times  expected  1976 
earnings.  Both  men  expect  loan  de- 
mand and  earnings  to  improve  next 
year.  For  institutions,  they  both  rec- 
ommend accumulating  bank  stocks 
now  for  a  better  1977;  for  individuals, 
they  recommend  waiting  until  year's 
end  when  the  pickup  is  nearer  to 
hand.  Geszel's  current  favorites  are  all 
in  Houston:  First  City  Bancorporation 
(30,  nine  times  earnings),  and  Allied 
Bancshares  (265^,  eight  times  earn- 
ings), and  Texas  Commerce  (37J2,  11 
times  earnings).  Helmbold  is  sticking 
with  BankAmerica  Corp.  (24/2,  11 
times  earnings),  Citicorp  (29^2,  10 
times)  —and  his  speculative  flier, 
NCNB  Corp.  (10,  10  times  earnings). 


Contrarian 


Reynolds  Securities  Inc.'s  Robert 
H.  Stovall,  as  usual,  has  his  own  way 
of  looking  at  the  market.  He  was 
bearish  on  banks  when  we  interviewed 
him  in  June,  but  he  has  turned 
bullish  on  them  now.  Why?  "When- 
ever managements  get  negative  on 
their  own  business— as  bankers  were 
at  the  early  October  session  of  the 
American  Bankers  Association— that's 
when  I  start  to  buy."  Stovall  likes 
BankAmerica  (24X)  for  its  "creative 
management  and  international  ex- 
posure," Mellon  National  (55)  for  its 
conservative  capitalization  and  Bar- 
nett  Banks  (14)  and  Wachovia  Corp. 
(18)  as  turnaround  candidates.   ■ 
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Just  Off  Press. . .  Newly  Expanded  FORBES  STOCK  MARKET  COURSE 

See  how  you  can  be  a  more  savvy  investor  in 
as  few  as  10  days-or  you  don't  pay  a  penny! 


There's  only  one  reason  for  your  being  in  the 
market.  To  make  money.  And  that's  the  pur- 
pose of  the  Forbes  Stock  Market  Course.  Pub- 
lished by  the  Forbes  Magazine  organization 
to  help  you  sharpen  your  ability  to  increase 
and  protect  your  capital  in  any  kind  of  market 
at  any  time!  By  giving  you  a  firmer  grasp  of 
what  really  makes  Wall  Street  tick.  By  giving 
you  the  principles,  the  strategy,  the  tactics, 
the  knowledge  that  generations  of  outstand- 
ing investors  have  successfully  applied  to 
making  money  in  both  up  and  down  markets. 

You  profit  by  the  experience  of  others 

Over  the  years,  many  "do's"  and  "don'ts"  have  evolved  on 
Wall  street— derived  from  the  accumulated  experiences,  the 
trial-and-error  results  of  investors  and  traders.  Through  the 
Forbes  Stock  Market  Course,  you  profit  by  what  these  pro- 
fessionals learned— receive  the  benefit  of  time-proven  invest- 
ment principles  and  strategies.  There's  no  blue-sky  theory. 
You  learn  only  the  actual  methods  that  have  worked  and 
made  money  in  the  past.  That  can  help  you  do  the  same  now 
and  in  the  years  to  come.  While  other  investors  are  repeating 
old  mistakes,  you  can  be  operating  like  an  old  pro— making 
money  in  any  kind  of  economic  climate. 

Talce  10  days  to  see  how  you  can  become 

a  better  investor— or  just  don't  pay 

This  home  study  course  is  organized  into  15  sections.  And 
takes  you  step  by  step  from  a  basic  explanation  of  how  the 
market  works,  through  detailed  analytical  and  interpretive 
techniques,  into  highly  sophisticated  areas  once  the  exclu- 
sive domain  of  the  Wall  Street  "insiders."  If  you  give  two  eve- 
nings each  to  digesting  the  contents  of  just  5  of  the  sections, 
you  will  easily  see  in  10  days  how  much  the  course,  taken  at 
your  own  pace,  could  add  to  your  success  as  an  investor.  If 
you  are  not  convinced  in  the  10  days,  return  the  course  and 
owe  nothing. 

15  sections  of  basic  investor  material 

From  first  page  to  last, 
Forbes  Stock  f^arket  Course 
puts  the  emphasis  on  tactics 
and  knowledge  you  can  begin 
using  right  away.  Instead  of 
high-flown  theory,  you  get 
practical  Wall  Street  "know- 
how." 

You'll  learn  the  importance 
of  an  inventory  of  your  finan- 
cial position— how  the  securi- 
ties exchanges,  the  over-the- 
counter   and   option   markets 
function— the Jactors  affecting 
common  stock  prices— the 
profit  potentfals  in  preferred 
stocks  and  bonds— the  importance 
of  "volume  of  trading"as  an  indicator 
of  coming  market  trends— how  to  recog- 
nize the  signs  of  an  approaching  end  to  a  bull 
market  and  the  start  of  a  bear  cycle— how  to 
read  and  interpret  market  patterns— and  more. 

The  course  gives  you  criteria  for  choosing  a  stock  for  in- 
vestment or  for  trading  profits.  And  shows  you  how  to  protect 
yourself  again^  a  coming  bear  market— how  to  make  money 
in  a  rising  or  a  declining  market.  You're  provided  with  sources 
of  reliable  investment  information— plus  a  step-by-step  expla- 
nation of  how  to  read  and  understand  a  financial  report. 
You'll  learn,  too,  what  to  look  for  in  the  financial  pages  of 
your  newspaper.  The  course  clarifies  for  you  the  various 
questions  about  dividends  and  the  offering  of  "rights"  to 
subscribe  to  additional  stock.  You  also  have  a  clear-cut  ex- 
planation of  dollar-cost  averaging  and  its  advantages  and 


disadvantages  for  the  conservative  investor.  And,  finally,  the 
course  lists  for  you  the  26  "Wall  Street  Axioms"  and  the  9 
"Golden  Rules  of  Wall  Street"— professional  wisdom  you  can 
make  your  own. 

Written  in  easy-to-understand  language 

Everything  you  want  and  need  to  know  is  explained  in  clear, 
straight-forward,  everyday  English.  You'll  have  no  problem 
grasping  and  understanding  even  the  most  involved  subject. 
What's  more,  there's  a  self-testing  exercise  at  the  end  of  each 
section  enabling  you  to  measure  your  progress.  When  you 
have  completed  the  course,  you'll  find  this  indexed  volume  a 
ready  reference  for  convenient  and  repeated  use. 

The  course  has  been  prepared  by  many  experts— drawing 
on  the  vast  resources  of  the  Forbes  Magazine  organization 
with  its  close  to  60  years'  reputation  for  unmatched  fact- 
finding and  research  facilities. 

Examine  the  course  for  10  days  FREE 

Originally  a  multivolume  correspondence  course  which 
sold  for  $100.00,  the  Forbes  Stock  Market  Course  has  been 
refined  and  updated  into  a  single  332-page  loose-leaf  volume 
—with  the  low  price  of  $47.50.  But— before  you  lay  out  one 
penny  for  this  course,  we  want  you  to  examine  it.  To  satisfy 
yourself  completely  that  it  can  help  you  become  a  more  savvy 
investor  in  10  days  or  you  don't  risk  a  penny. 

All  you  need  do  to  receive  the  course  is  fill  out  and  mail 
the  coupon.  We  will  rush  your  copy  of  the  Forbes  Stock  Mar- 
ket Course  to  you.  When  you  receive  it,  read  it— study  it— use 
it  for  10  full  days.  See  for  yourself  how  it  can  help  sharpen 
your  investment  "know-how"— can  help  you  make  money, 
conserve  your  capital,  and  how  valuable  it  can  become  as  a 
ready  reference.  Only  then  need  you  send  us  your  check  for 
$47.50  plus  postage  and  handling.  If,  for  any  reason,  you're 
not  completely  satisfied  with  the  course,  simply  return  it 
within  the  10-day  period  and  owe  nothing. 

Since  you  won't  be  risking  a  penny,  there's  no  reason  to 
hesitate  sending  for  the  Forbes  Stock  Market  Course  today. 
Do  mail  your  coupon  right  away. 

•  Sturdy  binder 

•  Actual  size:  111/2"  X 10%" 

•  332  pages 

•  41  graphic  charts,  graphs  and  tabulations 

•  Self-evaluating  "Financial  Inventory  and  Stock 
Analysis  Guide" 

•  Fully  indexed 

•  Investors  kit  of  supplementary  materials:  chart- 
ing materials,  list  of  long-term  dividend  payers, 
the  Forbes  Wall  Chart  of  Business  and  Securi- 
ties Trends,  valuable  brochures,  pamphlets  and 
booklets. 


Fill  out— Clip— Mail  Today 

Forbes  inc. 

60  Fifth  Avenue,  New  York,  NY  10011 

Please  send  me  the  15-lesson  Forbes  Stock  Market  Course  for 
10  clays'  free  examination.  After  10  days,  I  will  remit  $47.50 
plus  postage  and  handling,  or  return  the  course  and  owe 
nothing. 


Name. 


Address. 
City 


.State. 


-Zip. 


□  Check  here  if  you  enclosed  $47.50  to  save  postage  and 
handling  costs.  Same  10-day  refund  guarantee. 
(N.Y.C.  orders  add  8%-and  other  N.Y.S.  4%  to  8%  as  re- 
quired by  law)  FB-2002 
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lim  Know  About 
Shareomi^^? 


Quite  a  bit,  we  bet.  But  we'll  also  bet  that  TIME  can  show 
you  some  things  about  shareholders— who  they  are,  where  they 
Hve— that  you  haven't  known  before.  With  the  aid  of  U.S.  Census 
data  and  the  assistance  of  the  New  York  Stock  Exchange,  TIME 
has  completed  an  analysis  that  pinpoints  shareholders  as  never 
before  and  indicates  the  most  effective  ways  to  reach  them. 
Information  you  can  really  use.  For  details,  call  your  TIME 
representative;  or  contact  Elizabeth  Haslam,  Supervisor  Financial 
Advertising,  Time  &i  Life  Building,  New  York  City  10020,  (212) 
556-7873. 
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We  judge  ourselves  by  what 

we  feel  capable  of  doing, 

while  others  judge  us  by  what 

we  have  already  done. 

Henry  Wadsworth  Longfellow 


To  disregard  what  the  world 
thinks  of  us  is  not  only  arrogant 
but  utterly  shameless. 
Cicero 


Life  is  like  a  cash  register, 

in    that    every    thought,    every    deed, 

like  every  sale,  is 

registered  and  recorded. 

Fulton  J.  Sheen 


Spite  of  all  modesty, 
a  man  must  own  a  pleasure 
in  the  hearing  of  his  praise. 
George  Farquhar 


Self-appraisal  will  do  more 
for  you  than  self-praise  will. 
Frank  Tyger 


Slander  cannot   destroy 
when  the  flood  recedes, 
the  rock  is  there. 
Chinese  Proverb 


the 


man 


It's  a  fine  thing 

to  have  a  finger  pointed  at  one, 

and  to  hear  people  say, 

'That's  the  man." 

Persius 


What  people   say  behind  your  back 
is  your  standing  in 
the  community  in  which  you  live. 
E.W.  Howe 


There   cannot  live   a  more 
creature  than  an  ill-natured 
old  man,  who  is  neither  capable 
of  receiving  pleasures,  nor  sensible 
of  conferring  them  on  others. 
William  Temple 


The  disappointment  of  manhood 
succeeds  to  the  delusion  of  youth; 
let  us  hope  that  the  heritage 
of  old  age  is  not  despair. 
Benjamin  Disraeli 


It  is  better  to  be  envied 
than  to  be  pitied. 
Herotx)tus 


unhappy 


The  deep-down  desire 

to  stand  well  with  our  fellows, 

the  laudable  hunger  to  win 

the  public's  "well  done, 

good  and  faithful  servant,"  is 

inherent  in  every  normal  human  soul. 

We  may  flout  it  when  we  are  young 

or  even  in  our  prime,  but  when 

we  begin  to  cast  up  our  life's 

reckoning,  we  cannot  ignore  it. 

We  then  realize  that  this 

is  one  of  the  things  that  count, 

this  esteem  and  good  will 

of  our  brother  mortals,  and 

the  knowledge  that  we  have 

sincerely  tried  to  earn  it. 

B.C.  Forbes 


I  did  some  excellent  things 
indifferently,  some  bad  things 
excellently.  Both  were  praised. 
The  latter  loudest. 
Elizabeth  Barrett  Browning 


Biography  is,  or  should  be, 

the  yeast,  the  ferment, 

of  the  human  spirit,  which 

should  stir  and  rouse  it 

to  the  highest  sense  of  its 

own  achievement  and  its  own  power. 

Gamaliel  Bradford 


I  am  weary  of  friends,  and 
friendships  are  all  monsters. 
Jonathan  S^VIFT 


Complain  if  you  have  a  right  to, 
but  also  commend  when 
you  have   a   responsibility   to   do   so. 
William  Feather 


Reprove  privately,  praise  publicly. 
Arnold  Glasow 


Strange,  how,  as  we  become 
more    knowledgeable,    faults    become 
more   numerous   as   well   as   obvious. 
Charles  B.  Rogers 


More  than  3,000  "Thoughts."  in- 
dexed by  author  and  subject,  are 
noio  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


Whose  best  and  most  fruitful  gift 

was  the  power  of  admiration, 

which  made  it  possible  for  me 

to  leam.  Now,  as  in  my  youth, 

I   am  looking  up  to  the  truly  great 

creations  of  the  past,  which 

I  see  high  above  my  own  and 

which  alone  deserve 

the  name  of  greatness. 

Thomas  Mann 


A  Text  . 


Sent  in  by  Edgar  E.  Flesher,  Sun  City, 
Ariz.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thou«hts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


The  Lord  rewarded  me  according  to 
my    righteousness;    according    to    thi 
cleanness  of  my  hands  halh   he  rcc 
ompensed  me.  Psalm:  18-20 
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WHY  THE  U.S.  GOVERNMEHT 

HAS  JUST  BECOME  ONE  OF 
Volvo's  BIGGEST  CUSTOMERS 


The 
U.S.  government 
has  bought  24  Volvos. 

Ultimately,  all  24 
will  become  total  wrecks. 

They'll  be  slammed  into 
each  other  in  violent  collisions.  And 
crashed  head-on  into  other  cars  at  80  miles 
per  hour. 

It's  all  part  of  a  government  crash-testing  pro- 
gram that  will  help  establish  safety  standards  for  cars  of 
the  future.  Volvo  was  selected  for  this  program  because  pre- 
liminary crash-testing  showed  it  had  an  impressive  potential  for 
occupant  protection. 

We're  not  surprised.  At  Volvo,  safety  has  always  been  an  obsession. 
In  fact,  Volvo  had  many  safety  features  as  standard  equipment  years  before 
government  regulations  required  them  on  cars.  Things  like  seat  belts.  Padded  dash- 
boards. And  a  safety  steering  column. 

To  this  day,  Volvo  still  has  safety  features  many  cars  lack.  Child-proof  rear  door  locks. 
3-point  inertia  reel  seat  belts  in  the  rear  as  well  as  front.  4- wheel  power  disc  brakes  with  dual  tri-      - 
angular  circuits  that  give  you  about  80%  of  your  stopping  power  even  if  one  circuit  fails. 

Volvo  doesn't  build  cars  with  decorative  roof  panels  and  tiny  opera  windows.  Because  those 
things  restrict  visibility.  Instead,  Volvo  gives  you  3,830  square  inches  of  tinted  glass.  And  roof  pillars 

strong  enough  to  support  seven  tons,  yet  narrow  enough  to  allow 
you  over  90%  of  your  total  horizontal  field  of  view. 

Volvo  also  feels  the  better  a  car  handles  and  performs,  the 

safer  it  will  be.  So  you  get  rack 
and  pinion  steering,  spring-strut 
front  suspension  and  a  fuel- 
injected  overhead  cam  engine. 

Government  testing  of 
Volvos  will  probcibly  result  in 
safer  cars  in  the  future. 

But  when  it  comes  to 
safety,  there's  no  time  like  the 
present. 

Buy  a  Volvo  today. 

vor."vc 

The  car  for  people  who  think. 
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Congress  is  telling  you  to  change  your 

company's  employee  benefits  program. 

Here's  how  that  can  work  tol  your  advantage. 


< 


No  one  has  to  tell  you  that  legislative  changes  have  a  great  bearing  on  your  company's 
employee  benefits  program.  But  while  these  changes  may  be  burdensome  and  costly,  we  at 
Alexander  &  Alexander  would  like  to  show  you  how  to  make  these  changes  work  for  you. 

Because  they  present  an  opportunity  for  your  company  to  totally  re-evaluate  and  overhaul 
your  entire  benefits  program.  Something  that  we  at  Alexander  &  Alexander  can  help  you  do. 
By  pointing  out  costly  gaps  and  overlaps  in  your  coverage.  By  showing  you  where  you  may  be 
spending  too  much — or  not  enough. 

After  all,  30  ^c  of  an  average  company's  payroll  goes  to  employee  benefits.  We  think 
you  should  get  as  much  out  of  them  as  your  employees  do. 

If  your  insurance  broker  isn't  doing  all  of  this  for  you,  maybe  you've  outgrown  him.  And 
maybe  you  should  talk  to  us. 

Alexander  &  Alexander  Inc.,  Information  Services,  Dept.  B,  1185  Avenue  of  the 
Americas, New  York, N.Y.  10036.      j^l^     ^.^.^^^ 

Alexander 
lexander 
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Emergency 


"Humana  hospital  standards 
require  that  an  emergency  room 
patient  be  seen  by  a  medical 
professional  within  60-seconds 
ofarrivai:' 

David  A  Jones.  Chairman.  Humana  Inc 


Humana  is  a  private  enterorise  hospital  com- 
pany, where  profits  are  providing  the  resources  to 
improve  hospital  services. 

At  Humana,  we  approach  the  critical  area  of 
patient  care  from  the  standpoint  of  determining  the 
needs  of  both  patients  and  physicians  and  then  set- 
ting quality  standards  for  hospital  performance  to 
meet  these  needs. 


It  may  seem  like  the  most  obvious  good  idea 
imaginable  to  place  the  medical  needs  of  emergency 
patients  ahead  of  the  hospital's  need  for  financial 
data,  but  Humana  is  an  innovator  in  this  vital  area. 

Humana  now  owns  and  operates  hospitals  in 
seventeen  states,  and  we  are  actually  just  at  the 
threshold  of  our  growth  potential.  Looking  ahead,  the 
need  to  renew  America's  hospitals  is  enormous  and 
cannot  be  met  by  traditional  means. 

Profitability  assures  Humana's  ability  to  attract 
the  financial  resources  needed  to  continue  its  impor- 
tant role  in  the  building  of  new  hospitals.  We  are 
using  private  enterprise  incentives  and  the  skills  of 
the  Humana  professional  to  make  these  new  facilities 
a  better  kind  of  hospital. 

If  you  would  like  to  know  more  about  a  leader- 
ship company  in  the  rapidly  growing  47  billion  dollar 
hospital  services  industry,  we  would  be  pleased  to 
send  you  a  copy  of  our  annual  report.  Please  write. 
Humana  Inc..  1800  First  National  Tower  Dept.  1-B. 
Louisville,  Kentucky  40201. 


The 

Hospital 

Company 


Where  private  enterprise  is 
making  possible  a  better 
kind  of  hospital. 


HERTZ  NATIONWIDE 

TOLL-FREE,  24  HOUR 

S.O.S.  EMERGENCY 

SERVICE  HELPS 

KEEP  YOUR  TRUCKS  ON-THE-JOB. 

This  is  the  Hertz  emergency  repair 
kit.  One  phone  call  will  get  you 
rolling  again  quickly. 


SCHEDULED  PREVENTIVE 
MAINTENANCE  KEEPS 
YOUR  TRUCKS  ON-THE-JOB. 

Just  last  year  our  Hertz  team 
of  mechanics  performed  over 
100,000  preventive  maintenance 
checks  aione.  Small  wonder 
they're  proud! 


OWNING  OR  LEASING? 
SEND  FOR  THE  BOOK 
THAT  HELPS  YOU  DECIDE. 

The  Hertz  O.J.  Truck  team  per- 
forms so  many  services,  you  could 
write  a  book  on  them  all. 

So  we  have. 

Send  for  this  free  12  page,  full 
color  booklet  before  you  reach  a 


THE  HERTZ  TRUCK  TEAM. 

THEY'RE  ON-THE-JOB 

SO  YOU  WON'T  HAVE  TO  BE. 

They're  specialists  in  trucking.  You 
are  a  specialist  in  your  own  business 

They  want  to  get  you  out  of  the 
trucking  business 
and  back  into  your 
own. 


'O.J.  Trucks 

Mean 
On-The-Job 

Trucks!' 


D  Please  send  me  the  free  12  page  color 

brochure. 

D  I'm  interested  in  further  information  on 

Hertz  Trucks.  Mail  to  Edward  H.  Blickstein, 

Vice-President,  Sales,  Hertz  Trucks, 

660  Madison  Avenue,  New  York.  N.Y.  10021 

or  call  collect  (212)  980-2184. 

Name 

Address 

City 


.State. 


.Zip_ 


Company. 
Title 


ON-THE-JOB  TRUCKS 

Hertz  leases  Fords  and  other  sturdy  trucks. 
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Side  Lines 


Heir  IMonapparent 

The  late  Thomas  J.  Watson  turned  a  tiny,  troubled  company  into  a 
great  enterprise.  His  eldest  son,  Thomas  J.  Watson  Jr.,  now  62,  made 
the  right  decisions  that  turned  International  Business  Machines  into  the 
world's  dominant  data  processing  company.  Where  the  company  goes  from 
here  is  the  subject  of  our  cover  story  in  this  issue  (p.  5!7^ . 

There  is  a  Thomas  J.  Watson  III,  but  the  era  of  Watson  family  domina- 
tion seems  over.  Tom  III,  now  32,  is  a  lawyer  in  Boston  and  has  severed 
all  direct  connections  with  his  father's  and  grandfather's  company. 

Tom  III  is  Tom  Jr.'s  only  son.  Tom  III  has  five  sisters,  but  none  of  them 
is  directly  involved  with  the  company.  Tom  Jr.'s  brother-in-law,  John  N. 
Irwin  II,  63,  is  an  IBM  director,  but  his  chief  business  is  his  partnership 
in  a  major  New  York  law  firm. 

There  is  still  a  chance  that  the  family  will  continue  to  play  a  major 
role  in  the  company,  but  it  is  a  slim  one.  The  late  Arthur  Watson,  Tom 
Jr.'s  younger  brother,  left  three  sons  when  he  died  in  1974.  They  are  16, 
18  and  20.  Are  any  of  them  interested  in  joining  the  company?  Still  in 
school,  they  say  they  haven't  thought  that  far  ahead. 

And,  of  course,  there  are  Tom  Jr.'s  grandchildren— two  boys  and  three] 
girls— but  they  are  long  shots. 

Why  did  Tom  III  reject  the  chance  to  step  into  his  father's  and  grand- 
father's shoes?  After  graduating  with  a  degree  in  sociology  from  Maine's } 
Colby  College,  where  he  was  a  dean's  list  student,  he  did  spend  a  year 
working  for  IBM.   He  was  a  systems   analyst  in  Britain.   "I  enjoyed  the 
experience,"  Tom  III  says,   "but  I  wanted   to   go  to  law  school.    I   never 


Father  And  Son.  A 

poor  boy  from  cen- 
tral New  York  state, 
Thomas  J.  Watson 
Sr.  (far  right) 
trained  at  National 
Cash  Register,  later 
moved  to  IBM.  His 
son,  Tom  Jr.  (right), 
enjoyed  the  family's 
wealth,  but  became 
as  dedicated  as  the 
poorest  Horatio  Al- 
ger hero  once 
he  joined  IBM. 


felt  any  pressure  at  all  from  my  family  to  become  a  part  of  the  company. 
My  father  probably  did  get  that  kind  of  pressure,  but  I  was  always  in  the 
enviable  position  of  not  having  it  on  me."  Tom  III  is  the  product  of  a 
more  permissive,  less  authoritarian  age  than  was  his  father.  He  left  IBM,  on 
the  very  best  of  terms  with  his  father,  to  get  his  law  degree  at  Boston 
College.  He  is  now,  as  they  say,  doing  his  own  thing. 

After  spending  three  years  practicing  with  a  major  Boston  law  firm,  he 
branched  out  on  his  own  with  two  other  lawyers  seven  months  ago  to 
set  up  a  firm  that  represents  foreign  direct  investors  in  the  U.S.  He  enjoys 
the  simplicity  of  the  small  organization.  As  he  sums  up:  "The  name  Watson 
will  always  be  associated  with  IBM,  but  I  don't  look  upon  IBM  as  a  famiU 
company  the  way  it  was  25  years  ago.  It's  a  huge,  public  corporation."  ■ 
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Handlii^  freight 


is  our  w^  of  serving  you 


Santa  f-e  '^ 

for  you-' 


•  Schedules  to  fit  your  dispatch 

»  Equipment  to  fit  your  cargo 

•  Facilities  to  speed  delivery 

Pricing  and  marketing  concepts 
planned  with  you 

Sales  people  who  follow-up  and  follow-thru 

All  of  this  adds  up  to  doing  things  your  way.  And  to  get 
the  job  done,  Santa  Fe  has  spent  over  $172  billion  the  past 
10  years  for  new  equipment  and  facilities.  That's  our  way  of 
providing  better  freight  service  for  you. 

Let  our  sales  people  follow-up  and  follow-through  on  your  needs  for 
freight  service.  Call  your  nearest  Santa  Fe  Sales  Center  or  write 
Freight  Traffic,  80  East  Jackson  Blvd.,  Chicago,  III.  60604. 
Telephone  312/427-4900. 


Plain 

talk 

about 

ybuiiff 

Heat  Transfer 

Product 

Capabilities 

Young  has  new  capability  to  meet  your  heat 
transfer  product  requirements  .  ,  .  right  now  and 
in  the  future.  We've  completed  a  major  ex- 
pansion program  that  includes  two  new  plants, 
plus  major  additions  to  a  third. 
Our  unmatched  reputation  for  quality  products 
and  a  dedication  to  meeting  customer  needs  is 
your  assurance  of  superior  service.  Why  not 
write  or  give  us  a  call? 
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Radiators  •  Heat  Exchangers 
Oil  Coolers  •  Unit  Heaters 

YOUNG  RADIATOR  COMPANY 

2825  Four  Mile  Road, 
Racine.  Wisconsin  53404 

TELEPHONE:  414-639-1011 


Trends  &Tangents 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  Q  1  year  $15.00 
n  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
NewYork,N.V.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 

Foreign 


Overdrawn 

The  British  Labour  Party's  recent 
majority  vote  in  favor  of  nationahz- 
ing  Britain's  four  biggest  banks  (Bar- 
clays, Lloyds,  Midland  and  National* 
Westminster)  and  seven  largest  insur- 
ance companies  strikes  those  Britons 
with  a  head  for  figures  as  slightly  non- 
sensical. Theoretically,  nationalization 
could  serve  to  channel  the  institu- 
tions' resources  into  the  industries 
where,  at  least  in  the  opinion  of  La- 
bour's left  wing,  capital  is  most  need- 
ed. But  one  hitch,  suggests  London's 
Guardian,  the  most  left-leaning  of  the 
major  British  newspapers,  is  that  the 
$6  billion-plus  in  public  borrowing  re- 
quired to  take  over  the  major  banks 
and  insurers  would  guarantee  that 
there  would  be  no  capital  left  for  Brit- 
ish industry  until  the  year  2000. 

Fraulein  Luck 

Irish  Sweepstakes,  look  out.  West 
Germany,  master  exporter  to  the 
world,  is  exporting  its  lotteries.  Full- 
page  ads  in  international  magazines 
offer  non-Germans  a  chance  to  win 
sought-after  deutsche  marks  through 
the  South  German  State  Lottery,  with 
promised  odds  of  2  to  1.  It  is  a  real 
gamble,  though.  To  get  those  odds 
you  have  to  pony  up  $247.20  per 
ticket;  $67.20  buys  one-fourth  of  a 
ticket— at  correspondingly  poorer  odds. 
But  then  the  Germans  arc  not  known 
for  competing  on  price.  Though  the 
top  prize  is  only  DM  I  million 
($408,000),  the  total  to  be  given 
away  over  a  six-month  period  is  about 
$37  milHon  in  over  150,000  separate 
prizes.  Any  convertible  currency  is  ac- 
cepted as  payment,  and— for  those 
who  don't  want  to  share  their  win- 
nings with  the  tax  man— complete 
anonymity  is  guaranteed. 


Washington 


Manual  Exercise 

Prison  inmates  are  in  better  health 
than  police  officers:  They  weigh  less 
and  have  greater'  endurance  on  a 
treadmill.  That's  one  of  the  findings 
of  a  $619,000  survey  and  study  proj- 
ect sponsored  by  the  Government's 
Law  Enforcement  Assistance  Admin- 
istration. Another  survey  of  291  law 
enforcement  agencies  revealed  that 
the  most  frequent  cause  of  early  re- 
tirement among  policemen  is  heart-re- 
lated disease,  while  the  second  is  back 


trouble.  And,  according  to  project  of- 
ficials, persons  not  physically  fit  are 
more  likely  to  succumb  to  on-the-job 
injuries.  But  the  LEAA  has  no  au- 
thority to  mandate  physical  fitness 
programs.  So  what  has  its  study  led 
it  to?  Write  a  how-to-exercise  man- 
ual, says  the  LEAA. 

Federal  Fires 

Except  for  the  signs  outside  your 
local  fire  station,  and  literature  that 
your  children  brought  home  from 
school,  you  may  not  have  noticed  that 
Oct.  4-8  was  National  Fire  Pre\en- 
tion  Week.  But  in  Washington  the  oc- 
casion was  quite  obvious.  In  govern- 
ment agency  fire  drills,  thousands  of 
federal  workers  poured  out  onto  the 
city's  streets.  All  Washington  oflBces 
were  expected  to  participate  in  the 
half-hour  exercise,  which  cost  taxpay- 
ers $1.5  million  in  lost  worktime.  But 
some  agencies  didn't  take  part.  The 
Department  of  Transportation  reports 
that  its  main  building  had  a  real  fire 
in  August;  DOT  employees  scurried 
out  "so  well,"  said  a  spokesman,  "that 
the  department  felt  we  didn't  need 
another  practice." 


Business 

Pensions  For  Housewives 

While  it  may  still  be  true  that  a 
woman's  work  is  never  done,  an 
amendment  to  the  recently  passed 
Tax  Reform  Act  of  1976  gives  her  a 
financial  hedge  against  the  time  when 
she  will  be  able  to  do  less.  According 
to  the  amendment,  a  self-employed 
worker  or  a  worker  without  a  pen- 
sion plan  is  now  allowed  to  set  aside 
up  to  $1,750  a  year,  or  15%  of  his 
earned  income  (whichever  is  less),  in 
a  tax-exempt  individual  retirement  ac- 
count for  the  worker  and  his  "unem- 
ployed" spouse,  usually  a  housewife. 
This  is  an  increase  of  only  $250  a 
year  over  the  amount  that  an  indi\'id' 
ual  is  permitted  to  set  aside  under  the 
IRA  program.  But  it  is  also  the  first 
time  the  Federal  Government  has  rec- 
ognized the  economic  contribution 
that  the  housewife  makes  toward 
her  family. 

Dog  Cuisine,  New  Style 

Time  was,  only  a  lew  years  back, 
when  the  $2.4-l)illion  pet-food  in- 
dustry was  the  beneficiary  of  a  pet 
population  explosion.  But  no  more. 
Last  year  poundage  sales  of  dog  food, 
the  bulk  of  the   business,   inched   up 


8 


FORBES,    NOVEMBER    1.    1976 


Picking  the  right  airline  starts 
to  matter  after  the  first  3*000  miles. 

Nobody  agonizes  over  the  choice  of  airlines.  It's  not  one  of  life's 
momentous  decisions. 

However  (there's  always  a  however),  when  you're  traveling  outside 

the  U.S.,  flying  to  distant  continents, 
you're  going  to  spend  more  than  a 
few  hours  on  an  airline. 

And  that's  when  it  makes 
sense  to  spend  some  time  thinking 
about  airlines. 

And  thinking  about  Pan  Am 
specifically. 

For  one,  there  are  parts  of  the 
world  to  which  only  Pan  Am  flies 

^eny,meeny.'miny,mo  isaprett^good     nOn-StOp.  (  TokyO  f rom  LoS  AngclcS 
system  if  you'reonJy  making  a  short  hop.      g^d  NcW  York,  and  Auckland  f  rOm 

San  Francisco*  on  the  new  747  SP.)  Thereby  cutting  a  couple  of  hours 
off  your  trip. 

For  another,  nobody  can  fly  you  direct  to  as  many  places  in  the 
world  from  the  U.S.  as  Pan  Am.  (Direct  means  no  change  of  planes.  And 
everyone  knows  what  that  means  to  a  traveler. ) 

For  another,  no  other  international  airline  has  as  extensive  and 
sophisticated  a  reservation  system  as  Pan  Am's  Panamac®  II. 

For  still  another.  Pan  Am's  in-flight  features  can  make  your  time  in 
flight  seem  even  shorter.  (Multi-lingual  flight  attendants,  a  choice  of 
movies,  a  big  choice  of  entrees.  On  many  of  our  747s  a  choice  for  first 
class  passengers  of  either  dining  at  your  seat  or  at  a  table  in  our  upper- 
deck  dining  room.  The  biggest  fleet  of  747s  to  give  you  room  to  stretch 
out  and  a  group  of  people  experienced  at  helping  travelers  all  over 
the  world. ) 

In  the  end,  picking  Pan  Am  may  not  be  the  biggest  decision  you 
ever  make.  But  it  may  be  the  best. 


® 

America  s  airline  to  the  world. 


^Starting  December  6,  1976.  Sce  yOUr  traVCl  agCUt. 


NEW  ISSUE 


This  announcement  is  not  an  offer  to  sell  or  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 


7,000,000  Shares 

BankAmerica  Hi 

CORPORATION 

Common  Stock 

(Par  Value  $1^625) 

Of  the  7,000,000  shares  of  Common  Stock,  6,600,000  shares  are  being 
offered  in  the  United  States  and  countries  other  than  Japan. 


October  7, 1976 


Price  $24,375  per  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this  announcement  is  circulated 
only  from  such  of  the  underwriters  as  are  qualified  to  act  as  dealers  in  securities  in  such  State. 


BIyth  Eastman  Dillon  &  Co. 

Incorporated 


Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporated 


Salomon  Brothers 


Morgan  Stanley  &  Co. 

Incorporated 

Dillon,  Read  &  Co.  Inc. 


The  First  Boston  Corporation 


Bache  Halsey  Stuart  Inc. 


Dean  Witter  &  Co. 

Incorporated 

Bear,  Stearns  &  Co. 
Goldman,  Sachs  &  Co. 


Drexel  Burnham  &  Co. 

Incorporated 

E.  F.  Button  &  Company  Inc.  Keefe,  Bruyette  &  Woods,  Inc. 

Loeb,  Rhoades  &  Co. 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Hornblower  &  Weeks-Hemphill,  Noyes 

Incorporated 

Kidder,  Peabody  &  Co.  Kuhn,  Loeb  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers 

Incorporated  Incorporated 

Paine,  Webber,  Jackson  &  Curtis      Reynolds  Securities  Inc.     M.  A.  Schapiro  &  Co.,  Inc.      Smith  Barney,  Harris  Upham  &  Co. 

Incorporated  Incorporated 

Warburg  Paribas  Becker  Inc.    Wertheim  &  Co.,  Inc.    White,  Weld  &  Co.    L.  F.  Rothschild  &  Co.     Shearson  Hayden  Stone  Inc. 

Incorporated 

Bateman  Eichler,  Hill  Richards  Birr,  Wilson  &  Co.,  Inc.  Alex.  Brown  &  Sons  Crowell,Weedon  &  Co. 

Incorporated 

Robertson,  Colman,  Siebel  &  Weisel  Shields  Model  Roland  Securities  Shuman,  Agnew  &  Co.,  Inc. 

Incorporated 

Sutro  &  Co.  Thomson  &  McKinnon  Auchincloss  Kohlmeyer  Inc.  Weeden  &  Co. 

Incorporated  Incorporated 


Algemene  Bank  Nederland  N.V 
Banque  de  I'lndochine  et  de  Suez 


Amsterdam-Rotterdam  Bank  N.Y 
Banque  Nationale  de  Paris 


Banque  Bruxelles  Lambert  S.A. 
Banque  de  Paris  et  des  Pays-Bas 


Compagnia  Finanziaria  Intermobiliare  S.p.A.     Compagnie  Luxembourgeoise  de  Banque  S.A.     County  Bank     Credit  Lyonnais 

Limited 


Credit  Suisse  White  Weld 

Limited 


Deutsche  Bank 

AlitiencesellBcliaft 


Financial  Group  of  Kuwait  K.S.C. 


Indosuez  Asia 

Limltmi 


Kleinwort,  Benson 

Limited 


Kredietbank  N.V.      Morgan  Grenfell  &  Co.      PKbanken      Skandinaviska  Enskilda  Banken      Soci^t^  Generate  de  Banque  S.A. 

Limited 

Svenska  Handelsbanken  Swiss  Bank  Corporation  (Overseas)  S.  G.Warburg  &  Co.  Ltd.         Westdeutsche  Landesbank 

Girozentrale 


Swiss  Bank  Corporation  (Overseas) 

Limited 


Of  the  7,000,000  shares  of  Common  Stock,  UOO.OOO  shares  are  to  he  offered,  subject 
to  the  effectiveness  of  the  Japanese  Registration  Statement,  initially  in  Japan  by: 


Daiwa  Securities  Co.,  Ltd. 
Sanyo  Securities  Co.,  Ltd. 
The  Nippon  Kangyo  Kakumaru 

Sccoritiea  Co.,  Ltd. 

Yamatane  Securities  Co.,  Ltd. 


The  Nomura  Securities  Co.,  Ltd. 
The  Nikko  Securities  Co.,  Ltd. 
Merrill  Lynch  International,  Inc. 

Toiiyo  Brancli 

Wako  Securities  Co-  Ltd. 


Yamaichi  Securities  Company  Limited 
New  Japan  Securities  Co.,  Ltd. 
Okasan  Securities  Co.,  Ltd. 
Osakaya  Securities  Co.,  Ltd. 


The  Umted  states. 
Land  of  opportunity. 


This  is  our  country.  United 
Telephone  country.  Much  of  it  is 
still  rural,  still  pretty  much  the  way 
God  made  it. 

In  areas  like  this,  we  provide 
telephone  service  to  nearly  3,000 
communities  in  21  states. 

Serving  our  customers  the 
best  way  we  know  how  has  helped 
us  become  the  3rd  largest 
telephone  system  in  the  nation. 
And  we're  still  growing,  along  with 
the  communities  we  serve,  in  a 
climate  of  freedom  that  rewards 
initiative  and  encourages  people 
and  companies  to  develop  to  their 
fullest  potential. 

The  way  we  see  it,  United 
Telephone  country  is  truly  the 
land  of  opportunity. 


United  lelecom  ■■■ 

United  Telecommunications,  Inc.    HHH 

We  operate  the  United  Telephone 
System,  America's  3rd  largest. 


United  Telecommunications,  Inc.,  P.O.  Box  11315,  Plaza  Station,  Kansas  City,  Missouri  64112. 

United  Telecom  companies:  United  Telephone  System,  United  Computing  Systems,  North  Electric  Company. 

New  York  Stock  Exchange  symbol:  UT.  Newspaper  listing:  UniTel. 


How  the  English 
keep  dry. 


Gordon's®Gin.  Largest  seller  in  England,  America,  the  world. 

PRODUCT  OF  U.S.A.  100%  NEUM  SPIRITS  DISHUfD  FROM  GRAIN.  80  PilOOf.  GORDON'S  DRY  GIN  CO.  LTD.,  UNOEN,  N.J. 


mmmmm^wm. 
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Manions  ESSEX  HOUSE 


V, 


^MMi\i^k'  .      .  *■ 


The  never-ending  search  for  perfection 
is  what  makes  our  grand  hotel  so  grand. 


Behind  ail  the  red  carpet  and 
mellow  paneling  in  our 
lobby,  you'll  find  a  staff  of  pro 
fessional  perfectionists 
that  only  a  product 
manager  could  love. 

They're  charged 
with  keeping  Marriotts 
Essex  House  the  grand- 
est hotel  in  New  York. 
And  they  do  spend 
money!  Recently,  for 
example,  they  made  a 
major  capital  investment 
in  a  new  telephone  system. 

We  maintain  a  self- 
critical  objectivity 
about  our  beautiful, 


HOust 


world-famous  landmark  hotel  on 
Central  Park.  That's  why  the 
serenity  of  our  rooms,  the  tender- 
ness of  our  entrees  and  the  tem- 
perature of  our  coffee  are  all  in 
proportion  to  the  tariff  we  must 
charge  to  stay  on  top.  We  think 
it's  the  only  way  to  run  a 
hotel  in  this  town.  And 
our  guests  agree. 
We  haven't  forgotten  that  a 
good  value  can  only  be  prom- 
ised once.  If  it  isn't  delivered, 
there  is  no  second  chance. 


And  that,  in  a  nutshell. 
\)ilirrintt'c  '^  ^'^V  ^^  "  never  aban- 

ESSEX  HOUSE     """  ""^^'^^li: 

New  York's  Grand  Hotel 

IbO  Central  Park  South,  New  York  10019 
For  reservatiofts,  call  your  travel  agent  or  800-228-9290  toll  free. 


Trends  &Tangents 


less  than  1%  (vs.  8%  in  1973),  and 
dollar  sales  climbed  less  than  half  of 
the  1973  high  of  21%.  But  manu- 
facturers won't  roll  over  and  play 
dead.  In  February  General  Foods, 
with  10.5%  of  the  market,  introduced 
Cycle,  a  four-phase  food  for  the 
stages  of  a  dog's  life;  Cycle  3  is 
for  fat  dogs.  Not  to  be  outdone,  in- 
dustry leader  Ralston  Purina  is  hur 
rying  into  distribution  with  its  dietet 
ic  Fit  and  Trim.  But  the  best  of  the 
litter  may  be  from  second-place  Car- 
nation (market  share:  11.1%).  Sinc<; 
1972  it  has  been  working  with  Up- 
john Laboratories  on  a  contraceptive 
dog  food:  Lady  Friskie  can  prevent 
bitches  from  coming  into  heat,  and 
when  taken  off  the  product,  the  dogs 
can  produce  healthy  pups.  Carnation 
is  still  awaiting  a  final  go-ahead  from 
the  Bureau  of  Veterinary  Medicine. 

Pay  Dirt 

With  sanitary  landfills  and  santl 
(quarries  becoming  increasingly  scarce 
in  urban  Southern  California,  the  Cal- 
ifornia Department  of  Transportation's 
San  Diego  division  has  come  up  with 
a  sand  substitute  for  such  high\va> 
maintenance  jobs  as  blotting  oil  spills 
or  sanding  seals  on  cracked  freevva> 
pavement.  The  substitute:  recycled 
freeway  sweepings.  The  department 
estimates  that  93%  of  the  sweepings 
can  be  converted  into  usable  material 
at  a  cost  of  $3  per  cubic  yard— con- 
siderably cheaper  than  sand,  which 
sells  for  $5.50  a  yard  in  San  Diego. 


Northern  Sites 

In  moving  in  1971  to  make  amends' 
for    any    possible    past    injustices    to 
Alaska's  77,000  Indians,  E.skimos  and 
Aleuts,    the    Government    offered    to 
give  them  surface  and  mineral  rights 
to   any   40   million    acres    they   chose 
from  some   130  million  acres  of  pub- 
lic domain.  Like  the  famished  man  at 
the  smorgasJJord,  no  one  knew  where- 
to begin,   since   much   of   the   terrain 
was  virtually  unmapped.  To  the  res- 
cue has  come  the  Landsat-1  earth  re-, 
sources  survey  satellite.  It  has  isolated.* 
promising  agricultural  land,  potential 
ly  marketable  softwood  and  hardwood, 
forests,    and    areas    where    gcologieali 
features  indicate  mineral   deposits— a.S| 
well  as  good  caribou  and  moose  pas 
tureland  for  hunters.  A  University  oi 
Alaska  spokesman  estimates   that   th( 
Landsat    data    permitted    one    naliv( 
corporation  to  select  land  of  at  least 
double   the   average   value   of   all    tlu 
land  available.   ■ 
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1bciay!s  Babcock&Wilcox. 

Wel^  a  lot  more  than  a 
power  in  power  generation. 


ding  a  lathe  with  extra  work.  Our  Auto- 
ed  Machine  Division  has  developed  an 
imatic  loader,  capable  of  handling  diam 
s  up  to  9"  and  parts  up  to  80  pounds, 
significantly  increases  the  capacity 
efficiency  of  lathe  operations. The 
sion  is  also  a  leading  manufacturer  of 
ach  machines,  transfer  lines  and 
ing  tools. 


Keeping  ash  out  of  the  atmosphere.  In  producing 
electricity,  fly  ash  Is  often  generated  along  with  the 
power.  Keeping  it  from  escaping  is  a  job  for  B&W 
electrostatic  precipitators.  99%+  efficient,  they  trap 
ash  as  it  goes  up  the  stack,  then  force  it  to  the  floor 
where  it  can  be  collected  and  carted  away.  Perform- 
ance like  this  has  helped  make  us  a  major  designer 
and  manufacturer  of  pollution  control  equipment 

serving  a  wide  variety 

of  industries. 


Drawing  steam  from  the  sun.  Teamed 
with  Honeywell,  Black  &  Veatch, 
Research  Inc.  and  Northern  States 
Power  Company,  B&W  is  designing  an 
experimental  boiler  for  ERDA  that  will 
operate  on  solar  power.  Further  research 
calls  for  such  a  boiler  to  be  located  atop 
a  1500'  tower. The  boiler  will  receive 
solar  heat  reflected  upwards  from  mir- 
rors whose  angles 
will  continually 
change  with  the 
course  of  the  sun. 
While  bulk  produc- 
tion of  electricity 
from  solar  power  is  3 
long  way  off,  projects 
such  as  this  will  help 
solve  many  technical 
obstacles. 


rr 


We've  got  it  all  under  control.  Supertankers 
like  the  TT  Brooklyn  benefit  from  a  com- 
plete combustion  control  system  manufac- 
tured by  our  Bailey  Meter  subsidiary.  In 
addition  to  the  marine  market,  Bailey 
produces  computer-based  control  systems 
for  both  the  utility  and  process  industries. 


Babcock&Wilcox 

161  EAST  42ND  ST.  NEW  YORK,  NY.  10017 


Good  buddy -it's  easier 

to  shore  thie  rood  -  ttion  shoulder 

the  load  without  trucks. 


i 


Sure,  most  of  us  aren't  too  happy, 
sometimes,  to  share  the  road  witii 
trucks.  They're. . .  well,  trucks  are 
everywhere! 

New  York,  Waukegan,  Atlanta, 
Denver  The  end  of  Old  Logging 
Road.  Everywhere. 

Then  it  hits  us.  Everywhere  is  all 
those  places  we  ship  stuff  to.  And 
get  stuff  from.  Mostly  by  truck. 

So  the  best  way  to  reap  the  benefits 
of  truck  service — everywhere — is 


share  the  road  with  'em.  At  least  it's 
a  whole  lot  easier  than  shouldering 
the  load! 

And  no  one  has  to  like  sharing 
the  road  to  realize  that  a  healthy 
trucking  industry  is  important  to  a 
healthy  economy 

Which  is  something  to  think  about 
today  10-4. 

Great  Dane  Trailers 

SAVANNAH.  GEORGIA 


V>OM«0»T10M 


II  Comparw^ 


American  Trucking  Industry 


Getting  more  gas 
can't  wait  any  longer. 


The  food  processing  industry 
uses  370  billion  cubic  feet  of  gas 
a  year.  Without  natural  gas, 
thousands  of  food  plants  just 
couldn't  run.  And  millions  of  jobs 
would  be  endangered. 

There's  no  alternative  to 
getting  more  gas. 

Natural  gas  supplies  the  largest 
share  of  energy  for  all  of  America's 
industry.  No  other  fuel  even  comes 
close  to  gas  as  an  energy  source. 
And  no  other  fuel  is  available  in 


large  enough  quantities  to  take 
over  all  the  jobs  natural  gas  does. 

There's  a  huge  resource  of 
naturai  gas  in  the  United  States. 

Although  our  country  has  a  critical 
gas  shortage  right  now,  there 
are  enough  potential  natural  gas 
resources  to  last  us  well  into 
the  twenty-first  century,  if  they 
can  be  developed.  They're 
under  the  frozen  ice  and  snow  of 
Alaska's  north  slope.  They're 
deep  beneath  the  ocean  floor. 


They're  locked  in  the  tight  rock 
formations  of  the  vast  Rocky 
Mountains,  too.  Difficult  to  get, 
it's  true,  but  there  to  be  gotten. 

America  must  act. 

It's  vital  to  our  economy. 

The  gas  industry  is  ready  to  invest 
billions  to  develop  new  supplies. 
But  much  of  this  work  waits 
on  the  tough  energy  decisions 
America  must  make.  And  soon. 

..  .        ,  n#^n  American  Gas 

Use  gas  wisely.   f^tiAAssociation 


'Xall  Tom  Gage. 
He'll  deliver 
coal  and 
nuclear  energy 
to  your  new  site/' 

Tom  Gage  is  Omaha  Public 
Power  District's  industrial  develop- 
ment expert.  He  can  show  you  that 
Omaha-Southeastern  Nebraska  is 
loaded  with  dependable  electric 
power  from  fuel  sources  that  aren't 
subject  to  embargo  (coal  and 
nuclear).  OPPD's  Fort  Calhoun 
nuclear  plant  is  on-line  and  has 
produced  47%  of  the  electricity  used 
by  District  customers  in  1975.  In 
addition,  we  are  building  another 
coal-fired  unit  for  production  in 
1979,  and  another  nuclear  unit  for 
1983.  This  combination  of  present 
capacity  and  planned  additions  will 
ensure  OPPD  customers  an  ade- 
quate supply  of  electric  power  at 
reasonable  rates.  If  you  want  spe- 
cific answers  to  specific  questions, 
give  Tom  a  call  at  (402)  536-4347. 

Omaha  Public  Power  District 

Member;  Mid-Continent  Area 
Power  Pool 


Tom  Gage,  Manager-  2-11 

Area  Development 

Omaha  Public  Power  District 

1623  Harney  Street 

Omaha.  Nebraska  68102 

Please  send  me  free  facts  on  Omaha- 
Southeastern  Nebraska 


Name_ 
Title  _ 


Company^ 
Address  — 
City 


state . 


-Zip_ 


Readers  Say 


Capitol  Eating 

Sir:  Re  your  editorial  referring  to 
our  having  sandwiches  in  my  office 
{Fact  ir  Comment,  Sept.  15).  I  don't 
know  where  Jimmy  Carter  got  the 
idea  that  Repubhcans  indulge  in  $50 
Martini  lunches  .  .  .  ! 

—William  E.  Simon 

Secretary  of  the  Treasury 

Washington,  D.C. 

Battery  Stations 

Sir:  Re  your  cover  story  on  elec- 
tric automobiles  {Oct.  15).  The  solu- 
tion to  the  short-range  long-range 
charge  time  of  the  electric  vehicle  is 
obvious.  Gas  stations  of  the  future 
would  become  gas  and  battery  e.\- 
change  stations.  Battery  designs 
would  be  standardized  and  would 
come  in  battery  blocks.  You  would 
exchange  your  discharged  batteries  for 
a  freshly  charged  set  of  blocks. 

—William  D.  Simpson 
Palos  Verdes,  Calif. 


Dependably  Wrong? 

Sir:  Re  "Election  Could  Mean  300 
Points  On  The  Dow"  {Fact  6-  Coin- 
ment,  Oct.  1) .  I  am  always  depend- 
ing on  you  to  be  100?  wrong.  So 
when  Jimmy  Carter  is  elected,  I 
will  hang  on  to  my  stocks,  hoping 
for  a  rise  of  150  points  in  the  Dow 
Jones  industrials. 

—Leo  H.  Hostetler 
Harper,  Kan. 

Sir:  The  150-point  decline  appears 
to  be  coming  before  the  election— not 
afterward. 

—Theodore  W.  Hawes 
Delray  Beach,  Fla. 

Sir:  Over  the  last  40  years  busi- 
ness has  benefited  every  bit  as  much 
under  Democratic  administrations  as 
under  Republican  ones. 

—Morris  E.  Borene 
Denver,  Colo. 

Sir:  I  am  immediately  turned  off 
when  the  Editor-in-Chief  uses  the 
Fact  &  Comment  section  to  air  his 
political  prejudices.  That's  how  to  lo.se 
subscribers.  Please  cancel. 

—Maurice  B.  Nugent 
Oak  Park,  III. 

Try  It;  You  Won't  Like  It 

Sir:  In  the  article  "Time  To  Fas- 
ten Seat  Belts,"  {Oct.  15)  you  say, 
"The  adversity  .  .  .  has  taught  the  air- 
lines some  valuable  lessons  in  making 
due   with   less,   things   like   stjueezing 


in  extra  seats  in  the  wide-bodied  jets, 
using  the  space  for  economics  rather 
than  passenger  comfort."  This  is  an 
attitude  of  contempt  toward  the  pay- 
ing passenger.  Wouldn't  it  be  wonder- 
ful if  the  average  airline  executive 
had  to  travel  several  times  a  month 
on  long  flights  in  the  seats  that  he 
deems  adequate  for  the  poor  crea- 
tures who  pay  his  bills. 

—Richard  C.  Van  Valer 
San  Jose,  Calif. 

Modern  Finland's  Birth 

Sir:  Your  comments  on  Finland 
{Fact  6-  Comment,  Oct.  15)  really 
made  me  feel  good.  I  was  15  years 
of  age  when  I  joined  the  Finnish 
White  Army  in  1918,  under  the  com- 
mand of  Finnish  Baron,  General  (later 
Fieldmarshal)  Carl  Gustaf  Emil  Man- 
nerheim.  We  managed  to  push  the 
Russians  back  into  "tovarisch  land" 
and  that  was  when  Finland  again  be- 
came an  independent  country. 

—Bjorn  B.  Forss 
West  Palm  Beach,  Fla. 

Temporary  Interruption 

Sir:  In  your  story  on  lU  Interna- 
tional {Oct.  1)  you  implied  that  lU 
billed  itself  as  a  growth  company  but 
had  never  delivered  the  earnings 
gains.  Even  with  the  down  year  in 
1975,  lU's  earnings  per  share  have 
grown  at  an  average  annual  rate  of 
20%  over  the  past  five  years  and  the 
return  on  equity  for  the  same  period 
has  averaged  165?.  The  double-bar- 
reled impact  of  depressed  shipping 
and  sugar  markets  may  have  caused 
a  temporary  intemiption  in  our 
growth,  but  we  feel  that  the  long- 
term  prospects  remain  promising. 

—Arlen  D.  Southern 

Vice  President,  Corporate  Affairs, 

lU  International 

Philadelphia,  Pa. 

Not  Based  In  France 

Sir:  On  two  recent  occasions  you 
have  referred  to  ScWumberger  Ltd. 
as  a  French-ba.sed  company.  Schlimi- 
berger  was  incorporated  under  the 
laws  of  the  Netherlands  Antilles  and 
maintains  its  principal  execiiti\e  of- 
fices in  New  York. 

-U.B.  IIuIlIhsoh 

Schhimhcrgcr  Ltd. 

Houston,  Tex. 

The  Name  Still  Lives 

Sir:  Re  the  article  on  liankAnien- 
card,  "The  Old  Image  Passeth  "  {Sept. 
1 ) .    The   decision   was   made   by   the 
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Steady  as 
you 


We've  been  writing  insurance  for  133 
years  —  steadily  and  continuously  in  the 
seafaring  tradition. 

Starting  with  the  writing  of  marine 
policies  with  quills  in  1842,  we've  advanced 


to  the  latest  in  writing  instruments:  markers 
and  computers.  But  we're  still  providing 
insurance  in  the  seafaring  tradition. 

We  learned  very  early  that  the  sea- 
farers who  plied  the  oceans  of  the  world 
wanted  insurance  from  a  company  that 
knew  its  policyholders'  business.  They  also 
expected  quick  and  thorough  service, 
prompt  and  ungrudging  claims  settlements 
and  the  security  of  an  insurer  which  backed 
each  policy  with  well-harbored  resources. 
They  appreciated  our  "policyholders  first" 
attitude. 

This  seafaring  tradition  has  made 
Atlantic  the  choice  of  mariners  and  shippers 
both  then  and  now.  Extended  to  our  com- 
mercial and  personal  coverages,  the  sea- 
faring tradition  is  also  favored  by  business 
and  industry  large  and  small  —  and  by  dis- 
criminating individuals  who  appreciate  the 
fact  that  quality  does  count  when  selecting 
insurance. 

Insurance  in  the  seafaring  tradition  is 
available  from  the  Atlantic  Companies  only 
through  selected  independent  agents  and 
brokers.  Ask  for  quality  insurance  in  the 
seafaring  tradition  —  from  Atlantic. 


Atlantic  Mutual  Insurance  Company  •  Centennial  Insureince  Company 

Insurcince  in  the  seiifaring  tradition  since  1 842. 

Home  Office:  45  Wall  Street.  NewYork,  N.Y  10005 


^^NewYorkondl 
hove  this  love/hate  thing'/ 

I  go  fo  New  York 
five  or  six  rimes  o  yeor. 
And  I  never  wont  to  go 
until  I  get  there. 
Nev/ York  ond  I 
hove  this  love/hote  thing. 

I  know  HI  work  too  hard,  that  I'll 
crowd  OS  much  New  Yorl^  os  I  con  into 
just  one  week,  stoy  up  holf  the  night, 
ever/  night,  go  home  exhausted,  and 
love  ever/  second  of  it. 

That's  why  I  stay  at  The  Biltmore. 

It's  OS  much  New  York  as  you  con 
find  in  a  hotel. 

(You  should  see  how  they  take  care 
of  me.  Even  at  check-out,  they've  got 
a  system:  I  just  drop  off  the  room  key 
when  I  leave. They  bill  me  later) 

You  know;  something  happens  at 
The  Biltmore  that  just  doesn't  happen 
in  those  plosti-gloss,  modular  hotels 
that  hove  plopped  themselves  down 
in  ever/  cit/  in  the  countr/ 

If  I'm  going  to  a  cit/ 1  love,  why 
should  I  stay  in  a 
place  I  hate? 


The  Siltmore 


43rd  G  Modison 

':600)  221  2690  In  New  Yorl<  Srote  coll 

(800)  522-6449  In  the  ciry  661  1717 


Readers  Say 


Co'l  your  corporore  rrovel  office  or  rrovel  ogent 


board  of  directors  of  IBANCO,  a  non-  " 
stock  membership  group  which  ad-  j 
ministers  the  credit  card  program  in-  ' 
temationally.  Bank  of  America  does 
not  own  IBANCO.  Adoption  of  the 
common  name  VISA  does  not  mean 
all  other  names  used  by  issuers  will 
be  removed  from  the  card.  It  is  prob- 
able that  Bank  of  America  in  Cali- 
fornia will  retain  the  name  Bank- 
Americard.  IBANCO  felt  that  a 
common  name  would  enhance  the 
card  internationally. 

—John  Kcane 

Public  Information  Officer, 

Bank  of  America 

San  Francisco,  Calif. 


Specifics? 

Sir:  The  article  "Deltona  In  Deep" 
( Oct.  i )  is  a  classic  example  of  in- 
accuracy, bias  and  distortion.  The 
deliberate  omission  of  information, 
use  of  colored  words,  quotation  out 
of  context,  the  unqualified  conclusions 
not  only  represent  a  poor  level  of 
journalism,  but  a  distinct  disservice 
to  your  readers,  to  the  Deltona  Corp. 
and  to  its  tens  of  thousands  of  cus- 
tomers around  the  world. 

—John  F.  Bonner 

Vice  President,  Corporate  Relations, 

The  Deltona  Corp. 

Miami,  Fla. 


Angry  Realtors 

Sir:  In  a  piece  entitled  "To  The 
20th  Century?"  {Sept.  1)  there  are 
such  comments  as  "real  estate  brokers 
pocketed  more  than  $5  billion  in  com- 
missions and  fees"  and  "the  news  was 
enough  to  upset  the  local  fat-cat  real- 
tors who  over  the  past  decade  have 
been  rolling  in  the  greatest  boom  in 
their  history."  What  about  the  exten- 
sive services  realtors  provide?  You 
also  used  the  word  realtor  in  place  of 
real  estate  broker.  Realtor  refers  to  a 
person  who  is  a  member  of  the  Na- 
tional Association  of  Realtors. 

—Charles  C.  Vance 

Director  of  Media, 

National  News  Media  Relations, 

National  Association  of  Realtors 

Chicago,  lll.i 


Selling  The  Rope 

Sir:  Your  comment  "Communists; 
Captivated  By  Capitalists*  Capital" 
{Fact  <b  Comment,  Oct.  1)  reminded 
me  of  an  earlier  comment  by  Lenin 
who  reputedly  said,  "Wlien  it  comest, 
time  to  hang  the  last  capitalist,  the 
fool  will  sell  us  the  rope  with  which 
to  hang  him." 

-FredW.  Drekn 
Corvallis,  Orc\ 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


THE   ONLY  THING   WE   HAVE  TO   FEAR 

is    the    election    winner    trying    to    implement 
some  of  the  promises  that  produced  victory  .  .  . 

. . .  BECAUSE   ELECTION   PROMISES    ARE   SOMETIMES  MEANT 

But  fortunately,  they're  often  impossible  to  implement. 
They're  illusions.  To  the  promisor  and  the  promised. 
Tricky  things,  illusions.  Here  are  three  that  make  the  point. 


<r 


■> 


> 


< 


Which  line  is  longer? 
Line  A  or  B? 


Is  line  BC 
longer  than  AB? 


The  shaded  side  of  this  prism 
is  toward  you,  but  if  you  look 
again,  it's  away  from  you! 


WILL  VOTERS   VOTE   TO 

Jimmy  Carter  may  be  right  in  thinking  that  his  plans 
to  jump  corporate  taxes  will  appeal  to  most  voters.  And 
if  the  pitch  for  soaking  business  profits  is  a  vote-getter, 
it's  our  own  fault.  It  means  that  most  Americans  (includ- 
ing most  businessmen)  don't  realize  that  today  the  pen- 
sion funds  of  corporate  employees  are  the  controlling 
stockholders*  in  American  business. 

"Employee  pension  funds  now  own  more  than  one- 
third  of  the  equity  capital  of  America's  publicly  owned 
companies— more  than  enough  to  give  them  voting  con- 
trol. Within  ten  years  this  ownership  will  rise  to  50%  or 
more.  And  in  the  truly  big  businesses,  the  top  1,000  or 
so  companies,  employee  pension  funds  already  hold  ma- 


CUT  THEIR   PENSIONS? 

jority  ownership  of  equity  capital  and  voting  stock  in  most 
cases,"  according  to  Professor  Peter  Drucker. 

Money  available  to  pay  pensions  vnW  diminish  as  the 
dividends  diminish  under  the  pressure  of  higher  federal 
taxes. 

Even  though  CEOs  still  run  American  business,  "the 
Rich"  don't  own  that  much  of  it  anymore. 

Those  who  work  for  companies  might  soon  wake  up  to 
the  fact  that  taxing  so-called  corporate  profits  very  sim- 
ply will  reduce  workers'  pensions. 

Once  this  is  understood,  it  would  take  a  pretty  dumb 
\oter  to  vote  for  someone  who  promises  to  jeopardize 
one's  retirement  income. 


With  the  Plummet  of  the  Pound 

MOST   EVERYTHING  IN   BRITAIN'S  20%   OFF 

except  for  all  that  makes  Britain  Britain.  Those  qualities  will  never  be  at  a  discount. 
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MOBILE   HOMES   CAN'T  MISS 


because   they're  the  only  homes  more  and  more  Ameri- 
cans can  afford. 

I  wish  builders  of  individual  houses  and  multiple  dwell- 


ings had  prospects  as  bright.  We'd  all  be  so  much  bet- 
ter off  if  so  many  young  couples  hadn't  been  priced  out  of 
realizing  the  American  Dream  of  home  ownership. 


.-^v^-- 


Theater: 


DEFINITION   OF  A   FRIEND 

Fred  Young,  that  82-year-old,  ever-young  head  of 
Young  Radiator  Co.,  has  been  a  good  friend  of  three  gen- 
erations of  Forbeses.  Periodically,  he  posts  to  us  pithy  com- 
ments on  some  of  ouis.  His  most  recent  letter  includes 
this— as  perceptive  an  observation  on  the  matter  as  any 
I've  seen: 

"My  own  definition  of  a  friend  is  someone  that  you  wish 
to  do  something  for,  for  which  you  wish  nothing  in  return." 

SOME  TO   SEE  AND  NOT  TO   SEE 

Movies: 


California  Suite— A  comedy  that  really  is,  consisting  of 
four  separate  playlets  enacted  in  a  Beverly  Hills  Hotel 
suite.  The  constant  wit  is  seldom  interrupted  by  any- 
thing   serious.    Streamers— This    stark,    powerful    drama 


Idi  Amin  Dada— No  dictator  has  ever  so  totally  bared 
himself  to  the  world  on  film.  Compelling  documentary, 
revealing  a  combination  of  childlike  cunning,  brutality  and 
naivete  that  would  be  comic  if  it  did  not  result  in  the  con- 


staged  in  an  Army  barracks  is  packing  them  in  at  Lincoln      tinuous  murder  of  countless  thousands  of  Ugandans.  All 


Center.  Critics  have  labeled  it  "a  body  blow  to  the  gut," 
"riddled  with  tensions,"  "sad,  funny,  immensely  human 
drama."  It's  all  of  these.  A  Chorus  Line— If  you're  really 
into  theater  and  how  musicals  get  made,  this  setless,  tune- 
ful choreography's  for  you.  But  it  escapes  me  how  this 
has  turned  into  Broadway's  biggest  hit,  with  as  long  as 


The  President's  Men— Almost  as  good  as  the  reviews  all 
say.  Stay  Hungry— You'd  have  to  be  starved  for  some- 
thing to  do  to  sit  this  one  through.  Taxi  Driver— Raw,  pow- 
erful. See  it  and  you'll  understand  how  Psychopaths  Who 
Kill  get  that  way.  Taxis  happy  ending  little  lessens  the 
impact  of  the  bloodbath  that  precedes  it.  Sunday  Woman 


a  year  or  two's  wait  for  tickets.  The  platter  says  it  all—      —A  spectacularly  scenic  Italian  dolce  vita  Whodunit  (rated 
and  more  audibly,  though  seeing  it  adds  a  dimension,  R,  I  guess,  because  a  stone  phallus  is  the  murder  weapon) . 

THERE   MUST  BE   A   MORAL   SOMEWHERE 

In  the  Good  Old  Days  before  Prohibition, 
there  used  to  be  a  saloon  on  every  comer. 
Today   there's   a  bank  on   every  comer. 


SILLY  SCENE'S   A   STOPPER,    SERIOUS   SCENE  JUST 

This  Seagram  Crown  Royal  advertisement  has  become 
an  instant  classic:  the  message  in  eight  words,  with  a 
smashing  picture  that  says  thousands. 

Then  look  at  the  well-intentioned  Metropolitan  Life  ad, 
dominated  by  a  picture  of  a  presumably  drowned  or  near- 
drowned  child.  The  figures  in  the  foreground  have  most- 
ly vapid  expressions  and  in  the  background  hardly  any- 
one's paying  any  attention— which  obviously  would  never 
be  the  case  on  any  beach  when  there's  a  disaster.  Moral: 
If  a  picture  is  important  to  the  message,  it  would  seem 
elementary  to  get  or  make  an  effective  one. 


SILLY 
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ANYONE  CAN   WALK  ON  WATER 


if  it's  shallow  enough. 
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SURFACE   NEVER   COVERS 

lack  of  substance. 

-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Okay 

When  a  British  report:er  queried 
the  candidate's  wife  about  the  method 
her  husband  has  said  they  use  to 
settle  arguments— kneehng  on  opposite 
sides  of  the  bed  and  praying— Mrs. 
Carter  looked  amazed.  "That's  all 
Greek  to  me,"  she  said,  trying  to 
maintain  her  calm.  "I  don't  think 
Jimmy  said  that.  I  don't  know  any- 
thing about  it." 

—Washington  Star. 

"If  I  ever  lie  to  you  or  if  I  ever 

mislead  you,  please  don't  vote  for  me." 

—Jimmy  Carter  in  Harpers. 

Pension  Funds  Got  Biggest 

Share  Of  Corporate  Income 

Managements  know  that  "institu- 
tional investors"  have  become  the 
dominant  source  of  capital  and  the 
largest  shareholders.  And  they  know 
that  "institutional  investor"  is  just 
another  term  for  "employe  pension 
fund."  Most  managements  also  know 


—or  at  least  sense— that  the  pension 
funds  of  their  own  employes  and  those 
of  other  companies  together  already 
receive  a  larger  share  of  corporate 
income  than  anyone  else,  a  larger 
share  even  than  the  tax  collector. 
Typically,  the  company's  own  pen- 
sion funds  get  30  cents  or  more  of 
every  dollar  of  income  before  pen- 
sion fund  charges  and  taxes.  Cor- 
poration income  taxes— federal,  state 
and  local— take  half  of  what  is  left. 
Of  the  remainder,  other  companies' 
pension  funds,  the  "institutional  in- 
vestors," get  yet  another  10  to  15 
cents,  for  a  total  pension  fund  take  of 
40  to  45  cents  on  the  dollar.  And 
within  10  years  this  will  rise  to  60 
cents  or  more,  crowding  out  other 
beneficiaries  of  corporate  income.  .  .  . 
For  the  first  time  altogether  the 
"owners"  of  big  business  are  a  clear 
majority  of  the  population.  For  the 
first  time,  also,  business  performance 
and  business  profits  are  directly  tied 
in  with  a  major  economic  interest  of 
the    majority,    the    interest   of    every 


employe   in  his   own  support  in  his 
own  old  age. 

—Professor  Peter  Drucker, 
in  The  Wall  Street  Journal. 

Affordable  Housing 

The  mobile  home  industry  is  spring- 
ing back  .  .  .  this  year's  sales  will  be 
around  the  $3.4  billion  mark,  with  ex- 
pected sales  of  300,000  units,  up  30% 
over  1975.  "We're  making  inroads  in 
the  middle-income  buyers  who  no 
longer  can  aflFord  site-built  homes.  We 
have  government  figures  that  show 
85%  of  the  families  in  America  are 
priced  out  of  the  housing  market," 
said  Jerry  Kennedy  of  Champion  Home 
Builders.  —Advertising  Age. 

Critic's  Criticism 

The  new  pirate  adventure.  Swash- 
buckler, should  be  off  and  running. 
It's  not.  It's  oflF  and  sinking.  .  .  .  The 
movie  is  such  a  mess  you  might  sus- 
pect it  was  tacked  together  by  near- 
sighted seamstresses. 

—Vincent  Canby,  N.Y.  Times. 


IT'LL  BE  CARTER,   350-188 

By  M.S.  Forbes  Jr. 


Gerald  Ford  will  be  the  first 
White  House  incumbent  to  lose  a 
Presidential  election  since  Herbert 
Hoover  in  1932. 

Exactly  four  years  ago  in  this 
column  I  wrote:  "Nixon  will  lose 
—Massachusetts,  Rhode  Island  and 
D.C.,  that  is.  Electoral  College  re- 
sults: Nixon  517,  McGovem  21."^ 
The  actual  result  was  521-17;  Nix- 
on narrowly  won  Rhode  Island,  too. 

No  writer  would  be  as  happy  to 
have  to  eat  his  words  on  Nov.  3 
as  this  one. 

Last  summer  when  Ford  was  far 
behind  in  the  polls,  I  thought  he 
would  still  win,  believing  that  once 
the  fight  with  Reagan  was  settled. 
Ford's  good  record  and  character 


would  enable  him  to  upset  Carter. 
No  longer.  A  variety  of  factors 
have  converged  to  deprive  this 
good  man  of  a  well-deserved  term 
of  his  own. 

First,  his  East  European  gaffe 
in  the  second  debate.  In  politics, 
as  in  business,  a  good  rule  is  to 
cut  your  losses.  Ford  did  not.  For 
six  days  he  doggedly  tried  to 
dodge  saying,  "I  made  a  mistake. 
The  point  I  was  trying  to  make 
.  .  .  ."  That  piece  of  misplaced  pride 
will  cost  him  heavily  where  it  hurts 
the  most,  the  Midwest  industrial 
states  where  so  many  ethnic  (and 
electoral)    votes  are  concentrated. 

Second,  farmers  are  mad  that 
prices  for  their  produce  are  low. 


Ford's  raising  the  agricultural  loan 
rate  limit  has  come  too  late  to 
mitigate  all  the  damage  done  by 
embargoes  and  skidding  prices. 
This  will  hurt  the  President  in  such 
swing  states  as  Illinois,  Minnesota 
and  Wisconsin.  Even  Iowa,  Kansas 
and  the  Dakotas  are  no  GOP  sure 
thing  this  time  around. 

Third,  the  economy.  It  is  a 
tragedy  for  Ford  that  the  recovery 
he  made  possible  should  pause  on 
the  eve  of  the  election.  The  eco- 
nomic fundamentals  are  sound  and 
encouraging,  and  the  unemploy- 
ment picture  is  not  nearly  so  grim 
as  the  headlines  (Forbes,  Oct.  J). 
But  in  politics  it  is  impressions 
that  count,  and  here  Ford  suffers. 


ELECTORAL  COLLEGE  BOX  SCORE   (Needed  To  Win:   270) 


Alabama  (9) 
Arkansas  (6) 
Connecticut  (8) 
Delaware  (3) 
Florida  (17) 
Georgia  ^2) 
Hawaii  (4) 
Illinois  (26) 
Kentucky  (9) 
Louisiana  (10) 
Maryland  (10) 


CARTER— 350 

Massachusetts  (14) 
Minnesota  (10) 
Mississippi  (7) 
Missouri  (12) 
Nevada  (3) 
New  Jersey  (17) 
New  Mexico  (4) 
New  York  (41) 
North  Carolina  (13) 
Oklahoma  (8) 
Pennsylvania  (27) 


Rhode  Island  (4) 
South  Carolina  (8) 
Tennessee  (10) 
Texas  (26) 
Virginia  (12) 
West  Virginia  (6) 
Wisconsin  (11) 
D.C.  (3) 


FORD-188 


Alaska  (3) 
Arizona  (6) 
California  (45) 
Colorado  (7) 
Idaho  (4) 
Indiana  (13) 
Iowa  (8) 
Kansas  (7) 
Maine  (4) 
Michigan  (21) 
Montana  (4) 


Nebraska  (5) 
New  Hampshire  (4) 
North  Dakota  (3) 
Ohio  (25) 
Oregon  (6) 
South  Dakota  (4) 
Utah  (4) 
Vermont  (3) 
Washington  (9) 
Wyoming  (3) 
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PROGNOSIS:  HEAIIRY  GROWIO 

For  Hospital  Corporation  of  America 

Compound  Annual  Grnwlh  1968-75 
Rouonnus  Up  30% 
Nut  Incnuio  Up  32% 

Intal  Assols  uf  Mnro  than  $1/2  Billiun 

80  Hnspilals.  13.000  beds.  25.000  Employees 

2V2  MillioD  Oays  of  Ouality  Patient  Care  in1fl75 


I 


Hospital  Corporation  of  America  is  en- 
joying the  healthy  growth  it  has  experienced 
since  this  exciting  new  industry  evolved  less 
than  10  years  ago,  and  the  prognosis  is  even 
better.  We  are  providing  quality  health  care 
in  areas  where  it  is  needed  through  building, 
managing  and  improving  hospitals. 

Revenues  and  net  income  for  1976  to 
date  continue  to  grow  at  a  rate  in  excess  of 
30%.  Cash  dividends  were  recently  increased 
by  one-third.  Write  for  more  information 
about  our  healthy  growth. 


HOSPITAL 
CORPORATION 
OF  AMERICA 


One  Park  Plaza 
Nashville,  Tennessee  37203 
Phone  615/327-9551 
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Pushing  back  the  retirement  age  may  sound  like  an 
outrageous  proposal.  But  consider  the  alternatives. . . . 


Should  the  retirement  age  be  shift- 
ed from  65  to  70? 

A  few  people  would  welcome  the 
chance  to  go  on  working.  Most  Ameri- 
cans, however,  feel  that  by  65  they 
have  earned  the  right  to  sit  back  and 
let  the  system  they  so  long  supported 
support  them.  And,  of  course,  with 
people  staying  longer  in  the  work- 
force, there  would  be  fewer  jobs 
opening  up  to  young  people  coming 
out  of  school. 

Nevertheless,  the  argument  for  re- 
tirement at  70  may  have  to  be  con- 
sidered seriously.  As  more  women  go 
to  work  and  fewer  of  them  bear 
children— and  then  fewer  children— 
the  proportion  of  older  people  in  the 
population  will  grow  inexorably.  Wil- 
liam C.  Hsiao,  Harvard's  Social  Securi- 
ty expert,  offers  some  startling  fig- 
ures. The  birthrate  has  dropped  to 
1.75  children  per  female,  well  under 
the  2.1  births  needed  to  sustain  a 
stable  population.  Back  in  the  baby 
boom  of  the,  late  1950s  the  rate  was 
3.7  births.  These  figures  show  that 
if  present  trends  continue,  by  2025— 
50  years  from  now— there  will  be  32 
people  past  the  age  of  65  in  the  U.S. 
for  every  100  in  the  18-to-64  work- 
ing-age bracket.  This  compares  with 
only   18  retirement-age  people  today 


for  every  100  of  working  age. 

But  that's  not  the  worst  of  it.  A. 
Haeworth  Robertson,  chief  actuary  of 
the  Social  Security  Administration, 
has  some  even  scarier  numbers.  Look- 
ing only  at  those  eligible  for  Social 
Security  and  at  those  who  are  work- 
ing in  Social  Security-covered  jobs, 
there  would  be  50  retired  persons  for 
every  100  working  ones— up  from  31 
for  every  100  today.  That  in  itself 
would  suggest  a  40^  escalation  in  So- 
cial Security  costs. 

Even  that  doesn't  take  account  of 
the  acceleration  of  benefits.  The  1972 
Social  Security  law  was  written  be- 
fore the  stepped-up  inflation  rate  of 
the  mid-Seventies.  As  a  consequence, 
it  was  written  in  such  a  way  that 
in  an  inflationary  period  benefits  climb 
faster  than  the  cost  of  living. 

Robertson  figures  that  by  2025,  if 
the  1972  law  is  not  changed,  the 
average  worker  and  his  employer  will 
be  paying  a  combined  31%  of  income 
toward  retirement,  disability  and 
Medicare.  Of  this,  about  15%  would 
come  from  Social  Security  deductions 
and  16%  from  general  revenues  of  the 
Federal  Government  or  some  other 
source.  This  is  up  from  about  13% 
today,  half  paid  by  the  employee,  half 
by  the  employer.  Whereas  a  $15,000- 


a-year  employee  now  has  a  cost  of 
$877.50,  he  would  be  paying  better 
than  $2,300  by  the  time  those  present- 
ly entering  the  labor  force  are  getting 
ready  to  retire.  (These  figures  are  in 
constant,  1976  dollars. ) 

If  this  seems  outrageous,  just  think 
how  much  rates  have  increased  al- 
ready. In  1950  the  overall  rate  was 
1.1%,  by  1960  5.9%.  Since  1960  it  has 
almost  doubled.  Next  year  the  maxi- 
mum tax  on  an  individual  will  go  up 
nearly  8%.  It  will  be  levied  on  the 
first  $16,500  of  salary  instead  of  the 
present  $15,300.  The  individual  will 
pay  a  top  tax  of  $965.25,  and  his 
employer  will  have  to  match  it. 

There  still  remains  a  surplus  of  $44 
billion  in  the  Social  Security  system, 
liut  this  will  be  depleted  by  1982. 
After  that,  there  will  be  a  number  of 
alternatives,  none  of  them  pleasant: 

1)  The  predicted  increase  in  So- 
cial Security  rates  could  be  permitted 
to  take  place  until  31  cents  of  every 
payroll  dollar  goes  to  support  retired 
people. 

2 )  The  growing  Social  Security  def- 
icit could  be  made  up  from  general 
tax  revenues— pushing  income  tax  rates 
through  the  roof. 

3)  Benefits  could  be  cut.  The  wage 
escalator  in  the  1972  act  might  be  a 
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good  place  to  start— but  retired  voters 
would  howl. 

4)  Benefits  could  continue  to  in- 
crease, but  not  more  rapidly  than  the 
increase  in  wages. 

5)  Most  people  could  be  required 
to  continue  working  until  70;  this 
would  both  lengthen  the  period  dur- 
ing which  they  pay  Social  Security 
taxes  and  reduce  the  number  of  years 
they  would  live  to  collect  benefits. 

6)  Benefits  paid  to  young  people 
who  become  disabled  are  presently 
greater  than  those  received  by  others, 
and  could  be  reduced. 

Decision  time  will  soon  be  upon  us. 
Pity  then  our  poor  politicians! 

A  group  of  the  country's  outstand- 
ing economists  met  Oct.  7  and  8  at 


the  plush  Bald  Peak  Colony  Club  on 
Lake  Winnipesaukee,  N.H.  to  dis- 
cuss the  problems  involved.  Discuss 
they  did.  Agree  they  could  not.  The 
meeting  got  quite  excited  at  times.  A 
brilliant  Harvard  economist,  Martin 
Feldstein,  proposed  that  Social  Secur- 
ity taxes  be  raised  as  soon  as  possible 
in  order  to  build  up  a  reserve  fund 
against  the  inevitable  bulge  in  pro- 
portion of  older  people.  Some  argued 
that  this  would  be  bad  because  it 
would  cut  into  private  savings.  Oth- 
ers thought  it  would  stimulate  private 
savings. 

Hyman  Minsky,  a  highly  regarded 
economist  at  Washington  University, 
insisted  in  a  separate  interview  that 
although  overfunding  of  Social  Secur- 


ity now— as  Feldstein  proposed— could 
result  in  most  Treasury  bonds  disap- 
pearing into  the  Social  Security  kitty, 
this  would  not  force  banks  to  buy  cor- 
porate bonds  instead  and  would  lead 
to  an  horrendous  inflation. 

As  the  discussions  went  on,  thou- 
sands of  angels  danced  on  the  heads 
of  hundreds  of  pins.  But  the  meeting 
of  refined  minds  couldn't  decide  on 
*  what  ought  to  be  done. 

The  other  guests  at  Bald  Peak, 
mostly  well-heeled  older  people  clad 
in  blue  blazers  and  bright  plaid  trou- 
sers, didn't  seem  much  interested  in 
the  meeting.  Their  retirements  seemed 
secure  enough.  So  why  should  they 
worry?  But  their  children  may  have 
to.  And  their  children  most  certainly.  ■ 


Still  Tarred, 

But  No  Longer  Feathered 

Too  many  people  remember  that 

Anta  Corp.  was  once  called  Four  Seasons. 


Remember  Four  Seasons?  With  a 
mixture  of  greed  and  gulbbility,  Wall 
Street  persuaded  investors  to  believe 
that  this  basically  luisound  nursing 
home  company  was  on  its  way  to 
glory— making  a  fortune  taking  care  of 
people  who  could  no  longer  take  care 
of  themselves.  In  1970  Four  Seasons 
Nursing  Centers  of  America  collapsed 
into  bankruptcy  and  fraud,  costing 
investors  an  estimated  $200  million. 
The  man  behind  the  swindle  got 
off  rather  lightly.  Jack  L.  Clarfc  spent 

Medicine  Man.  Called  in  to  pick  up 
the  pieces,  James  R.  Tolbert  Mi 
stayed  on  to  run  the  company. 


only  nine  months  in  jail— illustrating 
once  again  that  white-collar  crime  is 
treated  far  more  leniently  by  the 
courts  than  is  open-collar  crime. 

And  Four  Seasons  itself?  It's  still 
alive,  but  under  a  new  identity:  Anta 
Corp.  Headquartered  in  Oklahoma 
City,  Okla.,  Anta  is  being  run  by 
James  R.  Tolbert  III,  a  former  Okla- 
homa business  consultant.  The  com- 
pany's present  ownership  is  spread 
among  new  stockholders,  former  cred- 
itors and  former  stockholders;  the 
latter  were  not  entirely  wiped  out  be- 
cause the  settlement  made  them  cred- 
itors as  well  as  stockholders. 

Tolbert  restored  the  company's  li- 
quidity by  selling  off  more  than  $20 
million  in  real  estate.  Holding  on  to 
a  core  of  27  potentially  profitable 
nursing  homes,  he  went  out  and 
bought  a  manufacturer  of  aluminum 
products  for  $10  million  in  cash.  With 
profits  from  this  Nichols-Homeshield 
aluminum  subsidiary  and  from  the  re- 
maining homes,  he  was  able  to  utiliy.c 
the  company's  $14-million  tax-loss 
carryforward.  Last  month  Tolbert 
made  another  acquisition,  again  for 
cash.  It  was  PPD  Corp.,  a  Newark, 
N.J.-based  maker  of  specialty  plastic 
packaging  that  should  add  about  a 
third  to  Anta's  sales  ($75  million  last 
year)  and  about  the  same  to  profits. 
In  the  1976  fiscal  year  Anta  earned 
$4.8  million  pretax,  half  from  nursing 
homes,  half  from  aluminum. 

"We've  finished  Phase  One,"  says 
Tolbert,     a     shaggy-haired     six-footer 
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who  sports  a  large  pipe.  "We've  got 
a  broad  base  of  rising  earnings.  We 
may  make  one  more  acquisition,  but 
not  in  a  hurry.  If  we  do,  it  will  be 
something  with  more  exciting  poten- 
tial than  the  areas  we're  in— some- 
thing to  leaven  the  bread." 

Money  for  that  acquisition  shouldn't 
be  hard  to  find.  Although  Anta  bor- 
rowed half  the  $10  million  it  paid  for 
PPD,  the  company  still  has  only  $10 
million  of  debt  to  $46  million  in 
equity.  Tolbert  wants  to  mortgage  the 
nursing  home  properties.  Says  he: 
"With  steady,  but  limited,  returns  like 
those,  based  on  regulated  rates,  you'd 
be  crazy  not  to."  That  could  bring  in 
an  additional  $20  million  in  working 
capital.  What's  more,  Tolbert  figures 
that  the  nursing  home  division's  cen- 
tral staff,  though  slashed  from  500 
to  a  current  35,  could  manage  as 
many  as  twice  the  4,100  beds  it  now 
owns.  Like  many  hospital  chains,  he 
wants  to  contract  out  management 
services,  getting  additional  returns 
with  little  additional  capital. 

Tolbert  is  making  a  reputation  for 
himself  as  a  doctor  for  sick  compa- 
nies. A  Stanford  business  school 
graduate,  he  joined  a  bankrupt  in- 
vestment company  in  1959  and  helped 
restore  it  to  such  health  that  Esmark 
bought  it  last  year  for  $26  million. 

Is  a  similar  sellout  in  store  for  Anta? 
Unfortunately,  there's  that  Four  Sea- 
sons scandal  to  live  down— the  odor 
lingers  on.  "To  this  day,"  drawls  Tol- 
bert, "I  have  to  point  out  that  going 
through  a  bankruptcy  makes  you  as 
clean  as  you'll  ever  be.  But  we're  just 
beginning  to  be  credible." 

Anta  stock  still  sells  near  $7  a  share, 
or  40%  of  book  value,  only  seven 
times  earnings.  With  a  little  more  cred 
ibility,  Tolbert  could  take  the  prof 
its  on  the  50,000  Anta  shares  he  owns 
and  move  on  to  practice  his  incdicin( 
on  another  sick  company.   ■ 
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Rhetoric 
Or  Reality? 
Blunt  Words  From 
The  Third  World 

American  sensibilities  are  easily 
offended  by  the  harsh  words  that  come 
so  often  from  spokesmen  for  the  developing 
nations.  But  the  point,  in  any  case, 
remains  what  they  are  saying,  not  how 
soothingly  they  say  it.  Below,  two 
examples  of  tough  talk  from  well- 
placed  Third  World  observers. 

The  rich  countries— U.S.,  Western  Europe,  Japan— worry 
about  such  things  as  a  point  or  two  on  the  unemployment 
rate  or  about  rooting  out  the  last  remnants  of  real  poverty 
in  their  affluent  societies.  A  few  rich  Arabs  worry  about 
whether  they  are  piling  up  money  too  fast.  But  meanwhile, 
maybe  half  the  world  has  its  nose  pressed  against  the  glass, 
envying  us  our  comforts  and  wondering  where  their  chil- 
dren's next  meal  is  coming  from.  Even  a  relatively  de- 
veloped nation  like  Mexico  lives  with  an  unemployment 
rate  of  20%  or  better.  In  India  the  rate  of  un-  and  under- 
employment may  be  80%.  Americans  worry  about  urban 
blight.  Blight?  In  the  world's  poorer  countries,  the  cities 
are  becoming  dumping  grounds  for  millions  and  millions  of 


Echeverria  Of  Mexico.  "There  is  no  reason  for  the  rich 
countries  to  be  frightened  v^'hen  we  speak  about  reality." 


wretched  people  whom  neither  the  factories  nor  the  farms 
really  want.  Calcutta  may  be  the  worst  urban  disaster 
of  today,  but  just  wait  a  generation:  There  are  dozens  of 
Calcuttas  in  the  making. 

Much  Third  World  rhetoric  may  be  shrill  and  insulting, 
but  it  reminds  us  of  what  may  be  the  human  race's  greatest 
problem.  The  new  administration  in  Washington  will  be 
increasingly  confronted  with  the  problems  and  the  demands 
of  these  have-not  nations.  These  problems  will  be  very 
much  in  the  headlines  and  on  TV  in  the  years  just  ahead. 
We  can't  ignore  them.  Listen  then  to  these  problems  as 
expressed  by  two  moderate  and  articulate  spokesmen  for 
the  Third  World: 


^Any  Other  Vision 
Is  False^ 

Luis  EcheverrIa  Alvarez  has  just 
one  more  month  to  go  as  president 
of  Mexico.  During  his  six-year  term 
he  has  roiled  Americans— and  many 
of  his  own  people— by  his  Third 
World  rhetoric,  his  constant  carping 
at  the  rich  countries  of  the  world. 
When  he  leaves  office,  he  will  run 
the  new  Center  for  Studies  of  the 
Third  World  in  Mexico  City.  Cynics 
say  he  is  aiming  at  a  high  United 
Nations  post— perhaps  Secretary-Gen- 
eral. But  there  can  be  no  doubt  that 
Echeverria  sincerely  believes  imbal- 
ance in  weakh  among  nations  is  the 
world's   greatest   problem   today. 

Echeverria  was  interviewed  in  his 
official  residence,  Los  Pinos,  by 
Forbes  Editor  James  Michaels  and 
Forbes  Publisher  James  Dunn.  They 
put  to  him  a  blunt  question:  Mr. 
President,  some  say  that  your  radical 


rhetoric  has  frightened  investors  and 
is  itself  a  major  cause  of  the  flight 
from  the  peso.  The  light  from  a  mas- 
sive chandelier  glinted  off  Echever- 
rla's  gold-rimmed  spectacles.  He  an- 
swered eagerly: 

"This  is  not  rhetoric.  This  is  reality. 
A  better  distribution  of  wealth  among 
the  nations  is  necessary  if  we  are  to 
have  peace  in  the  world.  The  high 
standards  of  living  in  the  U.S.,  Japan, 
West  Germany  make  you  insensitive 
to  the  dramatic  situation  suffered  by 
two-thirds  of  humanity.  This  situa- 
tion will  lead  to  war.  It  is  leading  to 
Fascism  and  Communism. 

"The  terms  of  trade  go  beyond 
being  a  monetary  question.  The  social 
unrest  in  these  poorer  countries  is 
leading  to  widespread  destruction  of 
democratic  institutions.  And  what  is 
behind  it?  A  deep  crisis  in  the  produc- 
tion of  food  and  a  lack  of  economic 
opportunity. 

"I  repeat:   This  is  not  rhetoric.   It 


is  social  reality.  If  my  saying  it 
alarms  anyone,  it  is  because  he  does 
not  really  know  what  is  going  on  in 
the  world.  " 

The  president  was  clearly  referring 
to  the  military  takeovers  that  are  af- 
flicting so  much  of  the  world,  to  the 
Communist  totalitarianism  that  has 
engulfed  other  parts.  His  point  is  sim- 
ply that  people  everywhere  are  de- 
manding opportunity  and  equality 
and  their  governments  are  unable  to 
deliver  it.  The  ferment  is  internation- 
al. And  not  only  in  the  Third  World: 

"Look  at  Italy,  look  at  England.  En- 
gland with  its  culture  and  traditions, 
its  great  economists  and  universities. 
Look  what's  happening  there.  Is  this 
rhetoric?" 

Echeverria  shrugged  his  shoulders 
and  spread  his  hands.  "Que  pasa?"  he 
asked— meaning  we  should  all  ask  our- 
selves "what's  going  on?"  instead  of 
merely  wondering  what  all  the  angry 
words  are  about. 
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What  does  he  recommend?  we 
asked.  Commodity  cartels  a  la  the  Or- 
ganization of  Petroleum  Exporting 
Countries  to  force  the  industrial  na- 
tions to  pay  more  for  the  raw  mate- 
rials they  buy  from  the  poorer  coun- 
tries? He  answered: 

"Partly.  Also  establishment  of  long- 
term  credits  at  low  rates  of  interest. 
Development  programs,  not  charity 
programs.  Repricing  of  raw  materials 
relative  to  industrial  goods. 

"There  are  no  simplistic  solutions. 


"Don't  call  this  rhetoric.  It  is  the 
simple  truth.  Any  other  vision  is  false. 
To  my  mind,  from  my  owti  point  of 
view,  I  feel  there  should  be  a  greater 
sense  of  responsibility  by  people  who 
have  capital  and  technology— the  U.S., 
Japan,  West  Germany.  They  must 
face  the  consequences  of  the  serious 
imbalance  that  exists.  I  am  talking 
about  social  responsibility  on  the  part 
of  those  with  capital  and  technology. 
I  ask  them  to  foresee  that  otherwise 
they  too  will  be  affected  by  the  press- 


ing problems  of  the  poorer  countries. 

"What  I  am  saying  does  not  stem 
from  any  ideology  or  dogma.  It  is 
the  product  of  objective  analysis. 
There  is  no  reason  for  the  rich  coun- 
tries to  be  frightened  when  we  speak 
about  reality. 

"I  realize  it  is  not  a  pleasant  thing 
to  talk  about  these  problems.  It  is  hu- 
man nature  not  to  want  to  see  pov- 
erty and  sickness.  To  pretend  that  it 
isn't  there.  We  don't  want  to  see  these 
things,  but  we  must.  They  are  reality." 


A  IMewv  Deal 
For  The  World 

Mahbub  ul  Haq  runs  the  World 
Bank's  think  tank.  A  soft-spoken  Pak- 
istani with  advanced  degrees  from 
Cambridge  and  Yale,  he  heads  its  20- 
man  policy  planning  and  program  re- 
view unit.  Behind  the  scenes,  this 
42-year-old  economist  is  a  leading 
theoretician  for  the  developing  na- 
tions. As  World  Bank  President  Robert 
McNamara's  resident  radical,  ul  Haq 
took  a  moderate  tack  when  he  talked 
with  Paul  Sturm,  Forbes'  Washington 
bureau  manager. 

At  bottom,  however,  ul  Haq  seems 
to  agree  with  Echeverria:  Straight 
balance-sheet  thinking  will  not  alone 
alleviate  the  problems  of  the  poor 
countries.  His  attitude  underlies  the 
World  Bank's  growing  concentration 
on  agriculture— an  effort  to  relieve  so- 
cial pressures  that  are  driving  Third 
World  millions  toward  their  already 
overcrowded,  job-short  cities.  "When 
we  move  into  rural  and  urban  devel- 
opment," ul  Haq  explained,  "we  are 
investing  in  human  capital."  (Or  as 
President  Echeverria  put  it,  "We  can't 
solve  all  our  problems  by  establish- 
ing factories.")  Ul  Haq  cited  his 
own  experience: 

"Look  what  happened  in  Pakistan 
where  I  managed  the  economy  for  13 
years.  President  Ayub  believed  that 
economic  development  was  the  best 
political  platform  and  that  growth 
would  filter  down.  We  had  a  great 
record— 7%  annual  growth  between 
1958  and  1968.  But  there  were  ma- 
jor inequalities  between  East  and 
West  Pakistan;  industrial  workers'  real 
wages  went  down  by  one-third; 
wealth  became  concentrated  in  22 
powerful  families.  So  the  system  blew 
up.  The  government  took  over  all  in- 
dustry, and  the  private  sector  was 
scared  away.  Growth  dropped  to  2% 
—hardly  keeping  pace  with  popula- 
tion—and now  tensions  are  emerging 
all  over  again. 

"In  Sri  Lanka  it  was  just  the  op- 
posite. They  had  very  good  social  pro- 
grams. In  20  years  they  redistributed 
income  so  the  share  of  the  lowest  10% 


World  Bank's  ul  Haq.  "It's  not  the 
Third  World  that  fears  competition." 


doubled.  Life  expectancies  grew  by 
20  years.  Population  and  nutrition 
programs  were  working.  But  their 
economy  collapsed  because  they 
didn't  pay  any  attention  to  produc- 
tion programs.  We  are  learning  that 
it  takes  very  careful  judgment  to  keep 
these  two  parts  of  the  economy  in 
balance.  That  is  the  hallmark  of  sound 
economic  management." 

Ul  Haq  put  in  a  good  word  for  the 
Chinese  Communist  way: 

"For  a  long  time  Communist  China 
was  vmtten  off  as  a  bad  case  of  de- 
velopment. Yet  now  we  realize  that  at 
a  low  level  of  per-capita  income— 
$200  to  $250  per  year-they  are  able 
to  meet  the  basic  needs  of  human  so- 
ciety, education  and  nutrition  as  well 
as  providing  full  employment.  They 
are  turning  a  large  population  into 
capital." 

Ul  Haq  politely  pointed  out  that 
the  advanced  industrial  nations  preach 
free  competition  but  then  throw  up 
tariffs  that  make  it  hard  for  poor 
countries  to  sell  them  manufactured 
goods:  "There  are  restrictions  on  cap- 
ital flows  and  there  are  tariffs.  Ehm- 
inate  them  and  we  calculate  that  the 
developing  nations  would  get  35% 
more  foreign  earnings  each  year— 2)2 


times  more  than  they  now  receive  in 
foreign  aid.  Classical  economics  means 
freedom  to  move  the  factors  of  pro- 
duction as  well  as  goods  and  services. 
Today  there  are  immigration  laws  ev- 
erywhere in  the  rich  countries,  un- 
like in  the  days  of  Adam  Smith. 

"It's  not  the  Third  World  that  fears 
free  competition." 

What  about  the  Third  World's  ef- 
forts to  form  commodity  cartels?  That 
hardly  sounds  like  free  competition. 

"The  confrontation  isn't  between 
consumers  and  producers;  it's  with 
middlemen.  Any  commodity  fund 
should  [through  getting  higher  prices] 
help  the  poor  nations  move  into  proc- 
essing, transportation  and  distribu- 
tion. That's  where  the  money  is  to  be 
made.  Now  producers  only  get  about 
one-tenth  of  the  value  added  from 
their  commodities." 

To  us,  that  sounded  like  a  congress- 
man from  Kansas. 

"Well,  developmg  countries  are  the 
farmers  of  the  world,  and  they  are 
losing  out.  In  the  U.S.,  farmers  or- 
ganize into  cooperatives  to  get  market 
power,  or  the  Government  intervenes 
to  support  prices.  That  can  work  on 
the  international  level,  too." 

Like  Echeverria,  ul  Haq  believes 
that  the  present  imbalance  of  wealth 
among  nations  cannot  last,  and  cor- 
recting it  need  not  hurt  the  wealthier 
nations'  real  interests:  "The  move- 
ment toward  economic  equality  is  too 
fundamental  to  be  stopped."  In  con- 
cluding, he  made  an  analogy: 

"In  the  U.S.,  you  saved  your  eco- 
nomic system  during  the  New  Deal 
by  adopting  enlightened  capitalism. 
Management  didn't  suffer  because 
labor  became  a  part  of  the  consuming 
society.  They  bought  the  next  round 
of  cars  and  refrigerators.  For  me,  it 
is  incredible  to  think  that  the  world's 
capital  will  become  more  concentrat- 
ed in  the  rich  countries  and  labor  in 
the  poor  ones  and  that  the  two  can't 
meet.  Some  kind  of  international  New 
Deal  has  to  be  mutually  benefi- 
cial. The  Depression  brought  it  for 
you  by  shaking  the  foundations  of 
your  society;  a  similar  .shock  may  hv 
necessary  for  the  world."  ■ 
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London's  Sterling  Traders: 
TheyVe  All  Right,  Jack 

The  continuing  slide  of  the  British  pound  has  brought 
a  somewhat  embarrassing  windfall  to  currency  dealers. 


London's  foreign  exchange  dealers 
are  as  distressed  about  the  sorry  state 
of  sterling  and  the  British  economy 
as  anyone  else  in  his  right  mind.  The 
embarrassing  fact  is,  however,  that 
all  the  bad  news  about  the  steadily 
declining  value  of  British  currency 
has  been  rather  good  for  business. 

From  a  currency  trader's  stand- 
point, there  simply  is  nothing  special 
about  the  falling  pound.  "It  doesn't 
matter  which  currency  it  is  or  whether 
it  moves  up  or  down,"  says  Christo- 
pher Bennett,  chief  dealer  for  Bar- 
clays Bank  on  Upper  Thames  Street. 
"A  volatile  market  is  more  profitable— 
as  long  as  we're  right."  Right,  that  is, 
in  anticipating  currency  movements 
and  buying  and  selling  accordingly. 
In  such  periods,  explains  a  British 
dealer  at  a  big  American  bank,  "There 
is  a  greater  opportunity  to  make  mon- 
ey—or to  lose  it." 

Banks  in  London  are  especially 
chary  of  discussing  their  foreign-ex- 
change earnings  these  days.  With 
"speculator"  a  dirty  word  in  the  Brit- 
ish government's  lexicon,  foreign-ex- 
change departments  tend  to  worry 
about  their  images. 

But  the  fact  of  the  matter  is  that 
the  line  between  covering  a  risk, 
hedging  on  a  moving  currency  and 
outright  speculation  is  hard  to  draw. 
Foreign-exchange  dealers  are  not  just 
matching  buyers  and  sellers,  but  are 
themselves  buying  and  selling.  Say  a 
bank  makes  a  fonvard  transaction, 
guaranteeing  a  businessman  dollars 
for  pounds  at  a  fixed  rate  on  a  cer- 
tain date,  regardless  of  what  happens 
to  the  pound.  Having  covered  the  cus- 
tomer's risk,  the  bank  must  cover  its 
own  resulting  risk.  The  old  rule  of  buy 
cheap,  sell  dear  is  all  the  more  im- 
portant when  a  currency's  value  may 
change  con^derably  between  the  buy 
and  the  sell. 

During  a  raid  on  sterling— in  late 
September,  for  example,  when  Brit- 
ain's seamen  threatened  a  strike— the 
volume  of  business  done  in  a  big 
London  foreign-exchange  department 
might  go  up  as  much  as  double  the 


normal  level.  A  single  dealer,  who 
works  feverishly  even  on  ordinary 
days,  during  a  crisis  may  get  15  to  20 
calls  a  minute:  calls  from  business- 
men covering  their  risks;  from  specu- 
lators; from  oil  sheiks  dumping  their 
pounds;  from  banks  all  over  the  world 


anticipating  their  customers'  actions; 
from  the  Bank  of  England  desperate- 
ly supporting  sterling. 

These  frantic  periods  do  not  last 
long,  but  in  two  currencies— the  pound 
and  the  Italian  lira— they  have  oc- 
curred again  and  again.  Right  now, 
say  the  sterling  dealers,  almost  every- 
body is  of  the  same  mind:  Ninety- 
five  percent  of  their  customers  are 
sellers  of  sterling.  The  oil  producer- 
holders  have  unloaded  over  £1.5  bil- 
lion in  the  past  year.  When  every- 
one is  selling,  of  course,  the  market 
marks    down    pounds    like    damaged 


goods  until  someone  sees  a  bargain 
and  starts  to  buy. 

During  these  anxious  periods,  not 
only  is  the  foreign-exchange  volume 
bigger,  but  dealers  can  ask  wider 
spreads  between  their  buy  and  sell 
rates,  theoretically  to  cover  the  great- 
er risk  to  them  in  a  fast-moving  mar- 
ket. These  spreads,  unlike  those  that 
greet  tourists  in  European  banks,  are 
only  fractions  of  a  penny  per  pound 
traded,  and  they  are  being  squeezed 
all  the  time  because  of  tough  com- 
petition; there  are  280  banks  in  the 
London  foreign-exchange  market.  But 
since  most  transactions  are  for  mil- 
lions of  dollars,  the  pennies  add  up 
quickly.  When  the  pound  fell  1.5 
cents  on  a  recent  busy  morning,  one 
dealer's  tally  showed  a  profit  of  near- 
ly $50,000  in  a  few  hours'  trading. 

As  even  a  casual  glance  around 
London's  big  trading  rooms  shows, 
foreign  exchange  is  a  youngster's  job. 
There  is  a  premium  on  seasoned  judg- 
ment of  course,  but  no  phlegmatic 
types  need  apply.  Besides  manning 
the  phones,  scanning  continually 
changing  rate  boards  and  keeping 
track  of  what  the  traders  across  the 
room  are  doing,  the  dealer  has  a  for- 
midable list  of  market-affecting  fac- 
tors to  keep  in  mind:  Buy  or  wait? 
Hold  or  sell?  What  are  the  Swiss  do- 
ing? Is  the  Bank  of  England  inter- 
vening? With  interest  rates  now  at 
15%  in  London,  doesn't  it  pay  to  hold 
sterling  anyway? 

Timing  and  resilience  are  crucial. 
"When  you  see  that  you  are  wrong," 
says  one  dealer,  "you  must  swallow 
your  pride  quickly  and  go  with  the 
market." 

For  the  big  banks  especially,  there 
is  little  to  distinguish  anticipating  the 
market  from  making  the  market. 
"When  we  have  a  big  customer  buy- 
ing dollars,  we  try  to  warn  the  Bank 
of  England  in  advance,"  explains  Bar- 
clays' Chris  Pavlou.  "Otherwise  they 
ask,  'What  are  you  trying  to  do  to 
us?'  "  The  sterling  market  is  so  ner- 
vous that  there  can  be  a  precipitous 
drop  even  when  trading  is  light.  Says 
Charles  Frost,  foreign-exchange  man- 
ager at  Lloyds,  "A  sale  of  £3  mil- 
lion today  can  have  the  same  effect 
that  £  10  million  used  to  have." 

In  the  long  run,  the  dwindling 
pound  can  only  mean  a  further  de- 
cline in  the  importance  of  sterling  as 
an  international  currency  and  the  de- 
cline of  London  as  a  financial  center. 
But  for  now,  the  pace  is  unrelenting 
and  the  effort  rewarding.   ■ 
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By  JAMES  COOK 

Nobody— including  the  people  who 
make  it— quite  understands  why  the 
Cross  Century  ballpoint  became  the 
prestige  item  it  did.  But  there  it  is: 
Cross  claims  over  50%  of  the  high- 
priced  pen  market  ($3  and  up)  in 
spite  of  stiong  competition  from  Park- 
er and  Textron 's  Sheaffer  dixision. 
*  With  a  market  share  like  this  and 
a  premium  price  for  a  product  that 
basically  hasn't  changed  much  in  20 
years,  Lincoln,  R.I.'s  A.T.  Cross  &  Co. 
regularly  earns  30%  and  more  on  its 
invested  capital.  Its  sales  have  doubled 
in  the  past  four  \ears  alone  and  will 
rise  another  25%  to  30%  this  year.  In 
1966  A.T.  Cross  netted  just  short  of 
8800,000  on  sales  of  slightly  less  than 
S9  million.  This  year  it  will  probably 
net  $6.5  million  or  more  on  sales  of 
better  than  $50  million. 
Ask  President  Bradford  R.  Boss  how 


When  A  Family 
Falls  Out 

The  A.T.  Cross  Co.  bears  the  name 
of  the  eccentric  English  inventor  who 
founded  the  company  in  1846  and 
who  created  the  'by  now  well-nigh 
universal  propel-repel  mechanical 
pencil  mechanism.  However,  it's  the 
Bosses  who  run  the  show  these  days: 
Brad  Boss,  43,  the  president;  his  fa- 
ther (now  semiretired ) ,  W.  Russell 
Boss  Jr.,  68,  the  chairman;  and  Rus- 
sell A.  Boss,  usually  called  Ronnie, 
38,  executive  vice  president.  Although 
it  has  outside  stockholders,  A.T.  Cross 
is  essentially  a  family  company.  As 
such,  it  depends  for  its  continued  pros- 
perity upon  the  ability  of  the  family 
to  continue  breeding  capable  man- 
agers and  on  good  relations  among 
the  proliferating  descendants. 

A.T  Cross  passed  into  the  hands 
of  the  Bosses  in  1916  when  Walter  R. 
Boss  acquired  the  company  from  its 
founder.  In  those  days,  A.T.  Cross 
never  sold  more  than  $150,000  worth 
of  pencils  a  year— and  by  the  time 
Walter  Boss  died,  in  the  mid-Thirties, 
of  throat  cancer,  the  century-old  com- 
pany was  struggling  to  stay  alive.  His 
widow  controlled  the  company,  but 
his  two  sons,  Ellery  and  Russell,  ran  it. 
EUery,  ten  years  older  than  Rassell 
and  the  offspring  of  their  father's  first 
marriage,  ran  the  production  end  of 
the  business.  When  Russ  Boss  came 
into  the  company  in  1937  he  built 
a  niche  for  himself  in  marketing. 

Those  were  lean  days.  At  one  point, 
Russ  was  selling  automobiles  and  run- 
ning a  gas  station  on  the  side  to  sup- 
port his  family.  At  another  time,  he 


and  Ellery  didn't  draw  their  own  pay 
so  they'd  have  the  cash  to  pay  their 
toolmaker  his  $45-a-week  wage.  It 
was  Ellery  who  persuaded  Parker  Pen 
to  give  Cross  a  pencil-assembly  con- 
tract that  kept  the  company  alive.  It 
was  Russ  who  kept  pushing  the  de- 
velopment of  Cross's  own  line.  It  was 
a  fruitful  partnership.  In  the  end,  the 
two  brothers  came  up  with  the  Cen- 
tury pen,  introduced  in  1953,  on 
w'hich  A.T.  Cross's  present  fortunes  are 
based.  Even  the  brothers  were  sur- 
prised at  the  pen's  runaway  success. 

"Uncle  Ellery  always  believed  we 
were  going  to  saturate  the  market," 
Ronnie  Boss  recalls,  "so  we  always 
underestimated  the  market.  Dealers 
could  never  get  enough  of  the  prod- 
uct. By  Christmas  they  were  always 
sold  out.  If  there  was  ever  any  con- 
flict over  running  the  company,  that 
was  it."  Ellery,  the  elder,  was  cau- 
tious. Russ,  younger  and  marketing- 
oriented,  pushed  for  expansion. 

Sons  And  Brothers 

There  were  other  conflicts  between 
the  brothers,  however,  and  the  big 
conflict  that  almost  destroyed  the 
company  arose  over  control.  That 
came  to  a  head  after  Walter  Boss's 
widow  died  in  1964.  "There  were  71 
shares  of  stock  outstanding,"  Ronnie 
Boss  says.  "My  grandmother  had  60. 
The  others  were  owned  by  Ceorgc 
Brown  [a  onetime  Cross  toolmaker], 
who  had  six.  Dad,  who  had  two,  and 
my  Uncle  Ellery,  who  had  three. 

"Dad  went  out  and  purchased  four 
shares  from  George  Brown,"  Brad 
Boss  goes  on,  "and  then  George  died 
and  willed  him  the  other  two.  My 
grandmother    died,    and    her    .shares 


were  split  30-30,  so  Dad  ended  up 
with  38  and  Elleiy  with  33.  There 
was  quite  a  dogfight  over  the  ulti- 
mate control  of  the  company." 

"Dad  had  some  estate  problems  at 
the  time,"  Ronnie  says.  "He  was  sit- 
ting there  with  all  that  stock,  and  he 
came  to  Brad  and  me  and  said,  'Look, 
do  you  have  an  interest  in  lainning 
this  business  someday,  or  do  you  want 
to  get  out?  If  you  want  to  get  out,  we 
can  sell  now  and  solve  the  estate 
problem.' " 

"He  said,"  brother  Brad  interrupts, 
"  'What  do  you  want  to  do?'  We  said, 
'We'd  like  to  keep  going.'  'All  right,' 
he  said,  'we'll  fight,  and  you're  going 
to  run  it.'  So  he  went  into  hock  to 
buy  George  Brown's  shares  and  pay 
taxes  on  the  transfers  of  stock  to  Ron- 
nie and  me.  He  signed  his  life  away 
to  borrow  the  money." 

Ellery,  however,  objected  to  the 
role  of  minority  stockholder. 

The  Bosses  are  solicitous  of  Ellery 
these  days— he's  retired  and  ailing  now 
in  Florida— but  a  decade  ago  Ellery 
charged  that  his  half-brother  Russell 
had  no  right  to  buy  those  shares  from 
George  Brown  (and  with  them  con- 
trol of  the  company).  Uncle  Ellery 
fought  the  case  all  the  way  to  the 
Rhode  Island  Supreme  Court.  When 
the  Court  ruled  against  him  in  1966, 
Ellery  sold  out  to  a  Massachusetts 
conglomerate,  Standard  International 
(now  Standex  Internatitmal),  headed 
by  Daniel  E.  Hogan. 

"Ellery  had  no  boys  of  his  own," 
Ronnie  says.  "He  offered  his  shares  to 
the  c>ompany  at  a  price  that  seems  a 
bargain  by  hindsight,  but  at  the  time 
the  company  couldn't  have  afforded 
it  out  of  retained  earnings."'  The  al 
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all  this  came  about,  and  the  trim, 
punchy  executive  replies  in  a  word: 
quality.  But  he  also  concedes  that 
hvo  other  factors  played  a  major  part 
in  the  product's  durable  success:  a 
competitor's  mistake,  and  a  well- 
aimed  marketing  program. 

The  competitor  who  made  the  mis- 
take was  the  Parker  Pen  Co.  of  Janes- 
ville,  Wis.  The  Parker  51  was  once 
the  pen  to  own,  but  after  World  Wai' 
II  Parker  concentrated  its  efforts  in 
the  cheaper  end  of  the  field.  That 
left  a  vacuum. 

Cross  filled  the  vacuum  almost  by 
accident.  In  the  mid-Fifties,  Cross  be- 
gan a  modest,  once-a-week  advertis- 
ing campaign  in  The  Wall  Street  Jour- 
nal, aiming  squarely  at  the  executive 
market.  Parker  and  other  rivals  con- 
centrated their  advertising  on  a  sea- 
sonal basis  to  catch  the  Christmas, 
Easter  and  school  graduation  gift- 
giving  times.  Thus  did  the  Cross  pen 


ternative  was  borrowing  money  and 
going  public,  but  that  didn't  appeal 
to  the  proprietors  of  a  family  compa- 
ny who  wanted  to  assure  their  con- 
trol. Says  Ronnie:  "Uncle  EUery's  ad- 
visers were  suggesting  his  shares  were 
worth  one  thing,  and  Dad's  advisers 
were  saying  another."  The  conglomer- 
ate was  willing  to  meet  Ellery's  price. 

With  Ellery  out  of  the  company, 
the  Bosses  now  had  the  problem  of 
Standex  and  Dan  Hogan.  Hogan  made 
noises  about  how  Standex'  interest  was 
simply  an  investment,  but  the  Bosses 
didn't  believe  him,  and  they  did  ev- 
erything they  could  to  discourage  him 
—not  letting  him  have  a  seat  on  the 
board,  not  letting  him  know  what 
was  going  on,  not  paying  the  divi- 
dends he  wanted.  One  year,  in  fact, 
the  Bosses  even  pared  back  the  Cross 
dividend  a  little.  "The  idea,"  says 
Brad,  "was  to  try  to  get  them  so  mad 
they'd  unload  their  stock  to  us.  We 
were  a  private  company  in  which  they 
owned  stock,  and  their  investment  was 
a  benefit  to  them  only  if  they  could 
get  us  to  go  public  so  they  could  gain 
control."  'Meanwhile,  Standex  was 
threatening  to  take  the  Bosses  to 
court  for  paying  themselves  too  much 
salary  and  for  paying  their  stockhold- 
ers too  httle  dividends. 

In  the  end,  Hogan  and  Standex  got 
their  seats  on  the  A.T.  Cross  board, 
and  in  April  1971,  the  Bosses  took 
the  company  public— in  the  same  way 
The  New  York  Times  had  gone  pub- 
lic in  1968.  They  created  two  classes 
of  stock,  one  of  which  elected  two- 
thirds  of  the  board  of  directors.  Ron- 
nie and  Brad  owned  all  of  that  and 
12%  of  the  other  class  as  well.  The 
Standex    directors    are    still    on     the 


gain  an  image— aided  by  its  sleek  func- 
tional-looking shape— for  being  a  qual- 
ity, no-nonsense  tool  for  the  execu- 
tive. "You  get  a  president  to  use  a 
Cross  pen,"  Brad  Boss  says,  "and  his 
vice  president  wants  one  too." 

Alerted  by  Cross's  huge  success, 
Parker  took  aim  at  the  higher  priced 
market,  too,  with  its  bestselling  Par- 
ker 75.  But  the  result  was  less  to  re- 
duce Cross's  dominance  of  the  higher 
priced  market  than  it  was  to  expand 
the  market  itself. 

Overseas,  where  Cross  had  found 
it  difficult  to  leap  tariff  barriers  from 
its  U.S.  manufacturing  base,  Parker 
still  leads  the  pack  with  70%  of  the 
premium  pen  market.  With  a  new  and 
recently  expanding  plant  in  Ireland, 
however.  Cross  is  now  aiming  hard  at 
the  overseas  market,  too. 

Boss  admits  he  has  spent  a  few 
sleepless  nights  worrying  about  the 
vulnerability  of  being  dependent  on  a 


single,  23-year-old  product  for  almost 
all  his  profits.  He  would  like  to  diver- 
sify. The  problem  is:  Where  do  you 
find  another  product  like  the  Cen- 
tury pen?  Boss  recently  tried  to 
acquire  a  good-sized  company  with 
good  profit  margins  and  similar  prod- 
uct and  distribution  channels.  The 
deal  fell  through. 

If  the  right  acquisition  comes  along, 
Boss  won't  lack  for  the  wherewithal 
to  pay  for  it.  The  company  has  not  a 
penny  in  debt  and  its  current  ratio 
is  a  rock-solid  4.4  to  1.  It  could  even 
make  acquisitions  for  stock.  In  a  stock 
market  that  generally  snubs  small 
growth  companies  like  Cross,  the  pen 
company  has  a  stock  that  sells  for 
more  than  three  times  book  value. 

But  don't  bring  Brad  Boss  a  specu- 
lative deal  and  don't  offer  to  buy  him 
out.  Says  he:  "We're  a  conservative 
company.  We  try  to  control  our  own 
destiny."  ■ 


Father  Boss.  Russ  Boss 
stepped  aside  for  his  sons, 
now  dabbles  in  racehorses. 


No.  One  Son.  As  president, 
Brad  Boss  has  made  A.T. 
Cross  a  two-man  show. 


board,  but  since  then  Standex  has 
liquidated  its  investment.  "From  an 
investment  of  $4.1  million,"  says  Brad, 
"they  made  in  excess  of  $30  million." 

When  the  company  went  public, 
Russ  Boss  turned  the  company  over 
to  his  sons.  "When  Dad  was  away," 
Brad  says,  "Ronnie  and  I  were  run- 
ning it  anyway."  So  far,  they've  made 
a  good  team.  Ronnie,  a  graduate  of 
Dartmouth  who  attended  its  Tuck 
business  school,  has  been  in  charge 
of  production— he  set  up  Cross's  suc- 
cessful manufacturing  venture  in  Ire- 
land. Brad,  a  University  of  Rhode  Is- 
land graduate,  has  concentrated  main- 
ly on  marketing.  "Dad  is  chairman  of 


No.  Two  Son.  Ronnie 
shares  management 
with  brother  Brad. 


the  board,"  Brad  explains,  "and  makes 
sure  we  don't  do  anything  wrong. 
Ronnie  and  I  always  got  along  pretty 
well  growing  up,  and  maybe  because 
of  the  problem  Dad  and  Ellery  had, 
we  made  sort  of  an  unsigned  pact 
to  work  together." 

The  future?  Brad  has  three  sons. 
Ronnie  has  three  daughters  and  it's 
no  longer  inevitable  these  days  that 
the  succession  will  go  only  to  sons. 
As  Brad  puts  it:  "Who's  to  say  what 
will  happen  when  they're  through  col- 
lege? That's  a  way  off,  though," 
he  adds.  "Ronnie  and  I  are  still  young. 
We  don't  have  any  desire  to  duck  out 
the  back  door  just  yet."  — J.C. 
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What's  Doing  At  du  Pont? 

Why  does  du  Pont  plan  to  spend  less  in  the  next  three 
years  than  in  the  past  three?  There's  more  to  it  than  meets 
the  eye,  but  the  meaning  isn't  what  you  may  think  it  is. 


Even  its  name— E.I.  du  Pont  de  Ne- 
mours &  Co.— suggested  an  aging  blue 
chip  gathering  cobwebs  after  11  gen- 
erations of  family  management.  More 
certain  evidence  was  its  decbning 
profitability.  During  the  Sixties  du 
Font's  vaunted  20%-plus  return  on 
shareholders'  equity  dropped  to 
around  12%.  Since  then  it  has  dropped 
even  lower.  Last  year  it  was  only  7.4%. 

Today  the  cobwebs  have  been 
swept  away  from  du  Font's  Wilming- 
ton, Del.  headquarters  with  a  broom 
wielded  by  60-year-old  Irving  S.  Sha- 
piro, a  brilliant  onetime  Justice  De- 
partment lawyer  who  became  chair- 
man and  chief  executive  in  1973.  "Not 
only  are  we  determined  to  get  our 
profit  returns  back  to  the  old  levels," 
says  Shapiro's  No.  Two  man,  Presi- 
dent Edward  R.  Kane,  at  58  a  33- 
year  du  Font  veteran,  "we  think  we 
have  gotten  ourselves  into  a  good  po- 
sition to  do  it." 

On  taking  over,  Shapiro  made  it 
clear  that  he  expects  du  Font  once 
again  to  earn  20%  on  equity.  That 
would  mean  earnings  of  $15  or  better 
a  share,  vs.  last  year's  $5.43.  To  get 
there,  he  launched  a  bold  strategy 
that  probably  has  those  generations 
of  family  managers  tossing  in  their 
graves.  What  he  has  done  is  leverage 
du  Font  for  the  first  time  in  its  174- 
year  history. 

Since  1973  Shapiro  has  pushed 
du  Font's  long-term  debt  from  $250 
million  to  $1.5  billion,  using  the  mon- 
ey to  abruptly  increase  its  capital 
spending  rate  from  around  $500  mil- 
lion to  $1  billion  a  year.  In  so  doing, 
he  has  expanded  plant  capacity  by  a 
full  one-third  beyond  the  company's 
current  sales  volume.  Du  Font  is  cur- 
rently operating  at  about  75%  of  its 
available  capacity.  Maintaining  this 
capacity  hurts,  of  course.  Last  year, 
when  du  Font  also  had  to  contend 
with  sharp  price-cutting  in  its  big 
synthetic  fibers  business— which  ac- 
counts for  35%  of  sales— the  capacity 
overload  helped  drag  earnings  from 
$404  million  to  $272  million  on  sales 
of  $7.2  billion. 

But  Shapiro  is  taking  a  deliberate 
gamble.  Recently,  in  Step  Two  of  his 


strategy,  he  announced  that  du 
Pont  was  slowing  down  its  capital 
spending.  Having  laid  out  over  $3 
billion  during  the  past  three  years,  it 
would  spend  only  about  $2.5  billion 
over  the  next  three.  The  announce- 
ment caused  a  wave  of  dismay  in  the 
business  press.  Was  du  Font  cutting 
back  because  it  was  worried  about 
the  future?  Not  at  all.  This  was  a 
misreading  of  the  company's  plans. 
"We  started  our  spending  earlier 
than  others,  and  therefore  did  it  at 
lower  construction  costs,"  explains 
Shapiro.  "Now  we  are  peeling  off  the 
spending."  That  puts  du  Pont  in  top 
shape  to  fill  the  expected  growth  in 
demand  for  its  products.  Also,  with 
its  investment  base  growing  much 
more  slowly,  it  sets  the  stage  for  im- 
proved sales  volume  and  higher  prices 
to  lift  du  Font's  returns  back  to  their 
former  levels. 

"We've  got  a  good  reservoir  of  low- 
cost  plant  capacity,"  says  Kane,  the 
chief  operating  officer.  "Now  we  can 
live  off  our  hump  for  a  while." 

Weak  Fibers 

The  numbers  are  intriguing.  Du 
Pont,  at  75%  of  capacity,  will  have 
sales  of  about  $8.5  billion  this  year; 
if  it  were  at  90%  of  capacity,  its  sales 
would  be  over  $10  billion.  If  it  were 
also  able  to  earn  8%  on  those  sales 
(it  regularly  did  better  than  that  be- 
fore the  recent  recession),  its  net 
would  come  to  $800  million  and  $15 
a  share  would  be  in  the  bag  on  du 
Font's  48-million-share  capitalization. 
So,  given  an  improved  operating  rate, 
the  return  to  20%  on  stockholders' 
equity  is  within  reach. 

But  will  it  happen  in  the  real 
world,  where  du  Font,  during  the  just- 
ended  third  quarter  of  1976,  actual- 
ly ran  up  a  small  loss  in  synthetic 
fibers?  Fibers,  an  off-and-on  business 
for  nearly  everyone  since  the  late 
Sixties,  are  the  key  to  the  success  or 
failure  of  Shapiro's  strategy.  The  rest 
of  du  Pont— its  plastics,  industrial 
chemicals  and  agricultural  chemicals 
—is  doing  well  these  days.  For  the 
first  nine  months  of  1976  the  non- 
fibers   operations  earned   about   $370 


Chairman  Irving  Shapiro.  He's  half- 
way home  in  a  bold  maneuver  to  get 
du  Font's  profitability  back  to  20%. 


million  on  sales  of  around  $4  billion,  a 
return  on  sales  comfortably  above  9%. 

The  trouble  in  fibers  is  an  old  one: 
too  much  capacity  industrywide  and 
severe  price-cutting.  Prices  improved 
for  several  months  late  last  year  and 
early  this  year,  then  headed  back 
down  again.  Retail  apparel  sales  have 
been  slow  and  the  apparel  makers 
have  successfully  forced  du  Font  and 
the  other  fibers  suppliers  into  a  price 
war.  In  two  years,  fiber  prices  have 
fallen  as  much  as  50%. 

One  exception  for  du  Pont  is  a 
new  lightweight  polyester  fiber  called 
Kevlar,  which  it  says  is  five  times 
stronger  than  steel  and  has  a  bright 
future  in  tire  belting.  But  Kevlar  alone 
won't  bring  du  Font's  fibers  profits 
back  to  the  level  needed  to  realize 
Shapiro's  profit  goals.  Kane,  who  came 
up  through  the  fibers  business,  says 
it  will  take  a  shakeout  among  do- 
mestic fibers  producers  to  get  truly 
substantial  price  increa.ses. 

So  the  return  to  20%  on  equity— 
$15  a  .share  and  better- won't  happen 
overnight.  But  in  leveraging  du  Pont, 
Shapiro  has  certainly  not  overextend- 
ed it.  Even  with  a  sixfold  increase 
in  borrowing,  the  company's  40% 
debt-to-equity  ratio  is  still  one  of  the 
lowest  in  the  chemical  industry. 

At  the  nine-month  mark  du  Font's 
earnings  were  $7.43  a  .share,  and  for 
the  full  year  $9.50  .seems  safe— almost 
double  last  year's  showing.  If  du  Font 
can  do  that  well  at  75%  of  capacit\ , 
with  a  little  bit  of  luck.  ..." 


34 
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Budd's  new  SPV-2000  is  designed  for  energy  conservation.  No  electrification  is  required 
and  reliability  is  assured  by  use  of  standard,  proven  components. 


We  engineered  a  new 
high  speed  train 
so  right  for  the  times, 
itil  still  be  riding  proud 
in2000ADL 

Budd  introduces  the  SPV-2000. 


America  is  looking  for  more  efficiency 
and  economy  in  a  train.  America  is  also 
looking  for  better  environmental  control 
and  more  energy  conservation  in  its 
rail  passenger  cars. 

This  is  what  Budd's  new  1 20  miles-per- 
hour  train  is  all.about.  The  SPV-2000.tm 
The  letters  "SPV"  stand  for  self-pro- 
pelled vehicle  and  the  number  2000,  as 
you  might  have  guessed,  stands  for  the 
year  2000. 

We  said  the  train  is  efficient.  And 
that's  true.  It  will  be  propelled  by  the 


most  efficient  propulsion  system  known. 
Measured  in  terms  of  seat  miles  per 
gallon  and  fuel  energy  conservation,  its 
efficiency  exceeds  any  other  type  of  self- 
propelled  system. 

There  will  also  be  more  passenger 
comfort  and  convenience  than  ever  be- 
fore. Budd's  newly  designed  under- 
carriage will  deliver  smoother,  more 
comfortable  rides. 

This  is  the  train  Budd  designed  in 
keeping  with  our  national  goals  of  better 
energy  conservation,  environmental  con- 


trol, economy  and  reliability.  We  built 
the  train  you  rode  on  yesterday.  And 
we'll  be  building  the  train  you'll  be  happy 
and  comfortable  riding  in,  in  the  year 
2000. 


r//^ 


2155  West  Big  Beaver  Road., 
Troy,  Michigan  48084 

PEOPLE  MOVERS* 


In  Privacy  They  Thrive 


Nearly  a  half  century  has  passed 
since  Adolf  Berle  and  Gardiner 
Means  published  their  famous  The 
Modern  Corporation  and  Private 
Property.  As  Berle  summed  up  the 
book  in  his  1932  preface:  "It  was  ap- 
parent to  any  thoughtful  observer 
that  the  American  corporation  had 
ceased  to  be  a  private  business  de- 
vice .  .  .  [and  that]  .  .  .  the  individual 
owner  was  steadily  being  lost  in  the 
creation  of  huge  industrial  oligar- 
chies." Ownership  of  large  corpora- 
tions, Berle  and  Means  observed,  in- 
creasingly had  become  fragmented 
among  millions  of  small  investors,  and 
management  had  moved  away  from 
the  founding  families  toward  pro- 
fessional hired  hands  who  spent  a 
relatively  brief  time  on  the  cor- 
porate stage  and  then  exited.  Events 
since  1932— from  the  rise  of  pension 
funds  and  other  institutional  inves- 
tors to  "professional  management"— 
have  made  this  point  evident  even  to 
unthoughtful  observers. 

But  Berle  and  Means  underesti- 
mated the  diversity  of  U.S.  society 
and  of  the  U.S.  economy.  Even  as 
the  giant  corporations  were  becom- 
ing increasingly  impersonal,  thou- 
sands of  new  businesses  were  spring- 
ing up,  dominated,  as  the  big  cor- 
porations themselves  once  were,  by 
a  single  entrepreneur  and  his  family. 
Often  these  have  challenged  the 
giants  on  their  own  turf.  Forbes  de- 
scribed a  number  of  such  outfits  in 
Statistical  Spotlight  (Oct.  15). 

And,   of  course,    Berle   and   Means 


It's  getting  harder  every  day  to  be  a  big  and  private 
company.  Harder^  but  certainly  not  impossible. 


By  LAWRENCE  MINARD 

notwithstanding,  a  good  many  big 
and  growing  companies  have  man- 
aged to  remain  privately  owned  and 
operated  all  these  years.  Below  are 
hsted  what  Forbes  believes  to  be  the 
100  largest  privately  owned  nonfinan- 


indignant  stock  analysts  to  answer  to. 
This  ability  to  play  a  close  hand 
explains  why  nearly  all  the  country's 
grain  exporters  are  private.  The  grain 
companies'  foreign  customers  don't 
like  publicity.  Edward  (Ned)  Cook, 
who  now  feels  he  goofed  when  he 
took  his  grain-trading  Cook  Industries 


cial  companies  in  the  U.S.;   all  have      public  in   1969,  says  public  reporting 


sales  of  $200  million  or  better.  Had 
we  listed  all  private  companies  gross- 
ing $100  million  or  more  a  year,  the 
list  would  have  contained  over  350 
names.  Had  we  included  insurance 
companies,  banks,  investment  bank- 
ers, advertising  and  accounting  firms 
and  co-ops,  the  list  would  have  been 
much  longer  still. 

For  some  families— especially  those 
who  have  been  able  to  ensure  suc- 
cession—the advantages  of  remaining 
private  outweigh  the  disadvantages. 
"We  don't  have  all  our  competitors 
looking  over  our  shoulders  to  see 
where  we're  going  and  how  we're  do- 
ing every  time  quarterly  report  time 
rolls  around,"  says  Samuel  C.  John- 
son, 48,  the  great  grandson  of  the 
founder  of  $600- million-sales  S.C. 
Johnson  &  Son,  producer  of  Johnsons* 
Paste  Wax,  Klear,  Raid  and  other 
household-name  goods.  No  Securities 
&  Exchange  Commission  threatens 
Johnson  with  red  tape.  No  stockhold- 
er suits  lay  in  ambush.   If  long-term 


requirements  seriously  hurt  his  busi- 
ness. "Everytime  my  10-K  comes  out, 
my  competitors  go  to  my  customers 
and  say,  'Look,  if  you  dealt  with  us 
your  name  wouldn't  be  in  print.'  This 
just  isn't  a  high-exposure  industi"y. " 
Ned  Cook  is  striving  to  take  his  com- 
pany private  again. 

A  second  advantage  to  being  pri- 
\'ate  is  the  ability  to  tuni  on  a  dime 
without  endless  committee  meetings 
and  without  having  to  persuade  a. 
board  of  directors.  Curtis  Carlson,  the. 
62-year-old  founder  of  Minneapolis' 
$450-million-sales  Carlson  Cos.,  re- 
calls trying  to  expand  his  Gold  Bond 
trading  stamp  business  into  Hawaii. 
A  Hawaiian  stamp  company  wanted 
to  sell  out  and  was  dickering  with  a 
public  company.  "I  found  out  about 
the  deal,"  says  Carlson,  "and  discox - 
ered  the  public  company  was  making 
the  seller  wait  two  months  for  a  de- 
cision. I  called  a  board  meeting  that 
afternoon,  flew  to  the  West  Coast 
that   night   and   we   bought   the   man 


planning   requires    a   bad    quarter   or      out  three  days  later.  No  public  cou) 
tvvcj  to  ensure  growth,  Johnson  has  no       pany  can  act  thai  fast." 


38 


FORBES,    NOVEMBER    1,    1976 


Every  management  likes  to  think 
it  operates  for  the  long  pull,  but  no 
major  public  corporation  can  be  in- 
different to  the  stock  market.  Man- 
agement in  a  private  company  (which 
is  playing  with  its  own  money,  not 
other  people's)  can,  provided  it  is 
bold,  takes  chances.  The  $375-million- 
sales  Estee  Lauder  Co.  is  an  interest- 
ing example.  Says  Leonard  Lauder, 
the  42-year-old  son  of  founders  Es- 
tee and  Joseph  Lauder:  "When  we 
launched  Aramis  [grooming  aids  for 
men],  it  ate  into  our  earnings  for  a 
couple  of  years.  Then  we  launched 
Clinique  [cosmetics  for  women],  and 
that  depressed  our  earnings  for  two 
more  years.  But  today  those  products 
have  paid  off  one  hundredfold.  The 
fact  is,  we  probably  wouldn't  have 
been  able  to  do  either  if  we  had  been 
a  public  company." 

Public  companies  are  usually  torn 
between  the  desire  to  show  earnings 
and  the  desire  to  minimize  taxes.  A 
private  company  has  no  such  con- 
flict: It  is  interested  exclusively  in 
minimizing  taxes.  Explains  Robert  C. 
Wahlert,  chief  executive  officer  of 
$500-million-sales  Dubuque  Packing 
Co.  and  nephew  of  its  founder:  "If 
you're  a  private  company,  you  tend 
to  charge  off  whatever  you  can  and 
not  capitalize  your  investments.  Pub- 
lic companies  tend  to  capitalize  ev- 
erything. That  makes  their  statements 
look  better,  but  it  doesn't  build  assets 
as  well  as  if  you  expense  everything." 

Talk  to  almost  any  private  compa- 
ny executive,  and  he'll  tell  you  he 
likes  to  be  private  because  he  can  run 
his  own  show  as  he  pleases.  Publicly 
owned  Cook  Industries  was  slapped 
with  a  shareholders'  suit  when  it  tried 
to  compensate  its  top  traders  highly 
enough  to  keep  them  from  fleeing  to 
Cook's  privately  owned  competitors. 
This  is  not  a  problem  for  Curt  Carl- 
son when  he  gives  his  star  executives 
gold-colored  Cadillacs.  When  Hall- 
mark's Hall  family  decided  to  sponsor 
Kansas  City's  new  downtown  Crown 
Center,  a  $400-million  commercial 
real  estate  complex,  it  feared  no  stock- 
holders demanding  immediate  profits 
from  its  investment.  And  when  Peter 
Straus  {see  p.  48)  wanted  to  use  con- 
troversial broadcasts  to  build  his  ra- 
dio station's  audiences,  the  political 
risks  he  was  taking  were  his  alone 
to  weigh. 

"Being  private  means  you  don't  get 
saddled  with  the  professional  nuts 
who  buy  one  share  of  stock  and  hound 
you  at  the  annual  meetings,"  says 
William  Randolph  Hearst  Jr.,  chair- 
man of  the  executive  committee  of 
the  privately  owned  Hearst  Corp., 
which  publishes  magazines  such  as 
Good  Housekeeping  and  Cosmopoli- 
tan   and    a    number    of    newspapers. 


The  (Strictly)  Private  Sector 

Below  is  a  roster  of  the  country's  100  largest  privately  owned  companies. 
The  list  is  not  perfect.  Only  companies  with  over  500  stockholders  and 
assets  in  excess  of  $1  million  are  required  to  expose  their  financial 
figures  to  public  scrutiny.  Therefore,  our  sales  estimates  for  these 
big,  closely  held  companies  are  just  that— estimates  (although  every 
company  on  our  list  was  given  the  opportunity  to  dispute  the  figures).  It 
is  quite  possible  that  a  giant  or  two  managed  to  escape  our  search,  working 
away  in  untrammeled  privacy.  Finally,  we  arbitrarily  excluded  some  private 
enterprises,  notably  agricultural  cooperatives,  financial  institutions  and 
U.S.-based  subsidiaries  of  privately  owned  foreign  companies. 


Company 

Sales 
(millions' 

Business 

Chief 
Executive 

Headquarters 

Cargill 

$10,800 

commodities 

Erwin  Kelm 

Minneapolis,  Minn. 

Continental  Grain 

5,000 -t-  commodities 

M.  Fribourg 

New  York,  N.Y. 

Bechtei  group* 

3,080 

engineering 
construction 
management 

S.D. 
Bechtei,  Jr. 

San  Francisco,  Cal. 

Koch  Industries 

3,000 

crude  oil 
marketing 

Charles 
Koch 

Wichita,  Kan. 

Stearns-Roger* 

1,864 

engineering 
construction 

D.E.  Provost 

Denver,  Col. 

Young  &  Ost 

1,700 

mechanical 
contracting 

Alvin  Ost 

Milan,  Mich. 

Hughes  Aircraft 

1,600 

aerospace 
products 

Lawrence 
Hyland 

Culver  City,  Cal. 

United  Parcel  Service 

1,600 

parcel  delivery 

James 
McLaughlin 

Greenwich,  Conn. 

Garnac  Grain 

1,500 

grain  exporting 

F.R.  Hediger 

New  York,  N.Y. 

Mocatta  Metals 

1,500 

bullion  dealers 

H. Jarecki 

New  York,  N.Y. 

Publix  Super  Markets 

1,155 

supermarkets 

Joe  Blanton 

Lakeland,  Fla. 

New  England  Petroleum 

1,100 

petroleum 
marketing 

Edward 
Carey  Sr. 

New  York,  N.Y. 

Louis  Dreyfus 

1,100-1- grain  exporting 

D.J.  Finn 

New  York,  N.Y. 

Deering  Milliken 

1,000 

textiles 

R.  Milliken 

New  York,  N.Y. 

Farr  Man 

1,000 

commodity 
trading 

Benjamin 
Oxnard 

New  York,  N.Y. 

Ingram  Corp. 

900 

petroleum 
marketing 

Frederic 
Ingram 

New  Orleans,  La. 

Reader's  Digest  Assn. 

750 

publishing 

Kent  Rhodes 

Pleasantville,  N.Y. 

Tribune  Co. 

711 

newspapers 

S.  Cook 

Chicago,  III. 

Gates  Rubber 

700 

rubber,  aviation  C.  Gates,  Jr. 

Denver,  Col. 

Peter  Kiewit  Sons* 

678 

construction 

Peter  Kiewit  Omaha,  Neb. 

Mars,  inc. 

625-f- candy 

F.  &J.  Mars 

McLean,  Va. 

S.  C.  Johnson  &  Son. 

600 

household 
products 

Samuel  C. 
Johnson 

Racine,  Wis. 

Meijer 

600 

food 
distributing 

Frederick 
Meijer 

Grand  Rapids, 
Mich. 

Guy  F.  Atkinson  Co.* 

582 

general 
contracting 

JoeB. 
McNabb 

San  Francisco,  Cal. 

The  Andersons 

552 

commodities 

J.  Anderson 

Maumee,  Ohio 

Dubuque  Packing 

500-i-  meatpacking 

R.C.  Wahlert  Dubuque,  Iowa 

Halcon  International 

500-t-  petrochemical 
manufacturing 
and  plant 
construction 

Ralph 
Landau 

New  York,  N.Y. 

Connell  Rice  &  Sugar 

500 

exp-ort,  import 

G.  Connell 

Westfield,  N.J. 

Hallmark  Cards 

500 

cards  & 
novelties 

Donald  J. 
Hall 

Kansas  City,  Mo. 

Scurlock  Oil 

500 

crude  oil 
marketing 

E.C. 
Scurlock 

Houston,  Tex. 

Spartan  Stores 

484 

wholesale  food 

Raymond 
Dutmers 

Grand  Rapids, 

Mich. 

Belcher  Oil 

472 

petroleum 
marketing 

Kenneth  O. 
Johnson 

Miami,  Fla. 

Austin  Industries* 

469 

construction  & 
manufacturing 

W.  T. 
Solomon 

Dallas,  Tex. 

•Engineering  News-Record,    1975 
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Sales 
Company                                  (millions)           Business 

Chief 
Executive 

Headquarters 

Wilbur-Ellis  Co. 

450 

agricultural 
goods 

Carter  P. 
Thacher 

San  Francisco,  Cal. 

Carlson  Cos. 

450 

trading  stamps, 
hotels,  foods 

Curtis  L. 
Carlson 

Minneapolis,  Minn. 

H.  P.  Hood 

430 

dairy  products 

John  Fox 

Boston,  Mass. 

S.  J.  Groves  &  Sons* 

420 

construction 

Franklin 
Groves 

Minneapolis,  Minn. 

Goodpasture 

415 

grain  and 
fertilizer 

Ken 
Muldrow 

Brownfield,  Tex. 

Chatham  Supermarkets 

410 

supermarkets 

B.  Weisberg 

Warren,  Mich. 

Field  Enterprises 

4004 

•publishing 

Charles 
Stauffacher 

Chicago,  III. 

Hunt  oil  cos.t 

400+ 

oil  &  gas 

R,  H.,  &B. 
Hunt 

Dallas,  Tex. 

Summa  Corp. 

400 -f 

airlines, 
gambling, 
hotels, 
helicopters 

Frank  W. 
Gay 

Las  Vegas,  Nev. 

E.  &  J.  Gallo  Winery 

400 

wine 

Ernest  Gallo 

Modesto,  Cal. 

The  LeFrak  Organization 

400 

real  estate,  oil, 

engineering, 

communication 

Samuel 
Lefrak 

Forest  Hills, 
N.Y. 

Metallurg 

400 

ferro  alloys, 
mining 

Herbert 
Grunfeld 

New  York,  N.Y. 

Dunavant  Enterprises 

400 

cotton  trading 

William  B. 
Dunavant 

Memphis,  Tenn. 

A.  Johnson 

400 

petroleum 
refining  & 
marketing 

Robert 
Lynch 

New  York,  N.Y. 

Alfred  M.  Lewis,  Inc. 

377 

wholesale 
grocery 

Ralph  H. 
Hill 

Riverside,  Cal. 

Estee  Lauder 

375 

cosmetics 

Leonard 
Lauder 

New  York,  N.Y. 

Hy-Vee  Food  Stores 

374 

supermarkets 

Dwight 
Vredenburg 

Chariton,  Iowa 

Hearst  Corp. 

350-F 

-magazine  and 
newspaper 
publishing 

John  Miller 

New  York,  N.Y. 

Claser  Brothers 

350 

tobacco  and 

confectionary 

distributing 

David 
Gillespie 

Los  Angeles,  Cal. 

Tauber  Oil 

350 

petrochemical 
and  petroleum 
marketing 

O.J.  Tauber 

Houston,  Tex. 

J.  R.  Simplot  Co. 

347 

potato  products  John  M. 
and  fertilizers      Dahi 

Boise,  Idaho 

Jeffro  Industries 

340 

real  estate 

Barnett 
Bergman 

Huntington 
Valley,  Pa. 

United  Farm  Agency 

334 

real  estate 

Norman  C. 
McCain 

Kansas  City,  Mo. 

Smith's  Management 
Corp. 

330 

supermarkets 

Dee  Glenn 
Smith 

Salt  Lake  City, 
Utah 

Fox  Grocery  Co. 

320 

food 
distributing 

John  Fox 

Belie  Vernon,  Pa. 

E.  W.  Scripps 

325 

newspaper 
publishing 

Edward  W. 
Estlow 

Roy  Furr  Jr. 

Cincinnati,  Ohio 

Furrs 

318 

supermarkets 

Lubbock,  Tex. 

Southwire  Co. 

304 

wire  and 
cable  mfg. 

Roy 
Richards 

Carrollton,  Ga. 

Allen-Bradley  Co. 

300 -»- electrical 
control 
equipment 

1.  Andrew 
Rader 

Milwaukee,  Wis. 

Amway 

300-1-  home  care 
products 

Jay  Van 
Andel 

Ada,  Mich. 

Moorman  Manufacturing 

300 

minerals,  feeds 

R.  Hulsen 
W.  Reed  Jr. 

Quincy,  III. 

Simpson  Timber 

300 

forest  products 

Seattle,  Wash. 

'Engineering  News-Record,  1975  contract  awards,  flncludes  Hunt  oi 

1  and  Placid  Oil. 

Former  Ambassador  Walter  Annen- 
berg,  head  of  $270-million-sales  Tri- 
angle Publications  {TV  Guide,  Daily 
Racing  Form,  Seventeen)  agrees:  "I 
would  find  it  rather  revolting  to  put 
up  with  two-share  stockholders  want- 
ing to  know  what  my  profits  will  be 
in  five  years." 

If  being  private  is  so  great,  why 
have  so  many  family  companies  gone 
public?  A  lack  of  suitable  succession 
*  can  be  one  problem.  Robert  Wah- 
lert  of  Dubuque  Packing,  for  exam- 
ple, puts  it  this  way:  "I  have  three 
boys  and  a  son-in-law  in  the  busi- 
ness. They're  all  very  active  and  in- 
terested in  it,  and  if  they  weren't  I'd 
go  public." 

A  need  for  outside  capital  can  be 
equally  important.  This  is  the  reason 
126-year-old  Levi  Strauss  finally  came 
out  of  the  closet  in  1971,  raising  near- 
ly $48  million  from  selling  stock  to 
the  public.  "We  were  grovsdng  so  fast 
we  just  had  to  have  equity  money," 
says  Walter  Haas  St.,  87,  great  neph- 
ew of  Levi  Strauss's  founder.  "We 
were  plowing  back  practically  every- 
thing and  that  still  wasn't  enough." 

For  that  reason,  most  private  com- 
panies in  our  table  operate  in  indus- 
tries that  are  not  capital  intensive. 
However,  even  that  problem  is  not  in- 
surmountable. For  example,  in  1970 
Seattle-based  Simpson  Timber  Co. 
wanted  to  acquire  some  very  costly 
paper  and  plywood  manufacturing  fa- 
cilities in  California  and  Canada.  Re- 
calls William  Reed  Sr.,  whose  son 
now  runs  the  company:  "We  ex- 
plained it  to  the  family,  borrowed  the 
money  from  our  banks,  and  cut  our 
dividends.  For  us,  dividends  get  the 
lowest  priority.  If  I  were  public,  with 
the  financial  markets  watching  my 
payout,  I  could  never  have  done  that." 

The  Government— that  is,  taxes- 
mat/  be  an  insurmountable  problem, 
however.  In  the  name  of  redistribut- 
ing wealth,  Congress  may  be  forcing 
more  and  more  private  companies  in- 
to the  arms  of  giant  corporations.  Un- 
til this  month,  sharp  tax  lawyers  could 
establish  trusts  by  which  families 
could  in  essence  defer  estate  taxes  for 
three  or  even  four  generations,  with 
the  as.sets  of  the  family  firm  abuilding 
all  that  time. 

But  the  new  tax  reform  bill,  signed 
last  month  by  President  F"ord,  changes 
all  that.  Buried  in  its  several  hundred 
pages  is  a  section  stating  that  every 
generation  is  liable  for  some  or  all  the 
taxes  on  an  estate.  "This  will  just  has- 
ten the  demise  of  the  private  compa- 
ny; it's  just  going  to  smoke  them  out 
all  that  much  faster,"  predicts  Wil- 
liam Coors,  president  of  Adolph  Coors, 
the  Colorado-based  beer  company, 
which  was  forced  to  go  public  last 
year  because  of  estate  lax  proi)lems. 
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1977  Chrysler  New  Yorker. 
More  affordable  than  you  could  ever  imagine. 


Imagine.  All  this  luxury,  all  this  spaciousness  at  a  very  realistic  price.  This  is  Chrysler  New  Yorker  Brougham  for  1977. 

Outside  you'll  find  strong,  traditional  styling,  styling  that  captures  and  contains 
the  gleam  of  luxury  and  the  glitter  of  fine  detail. 

And  inside,  you'll  find  a  world  of  comfort,  the  richness  of  thick  shag  carpeting  and  the  deep  pleasure  of  velour  seats. 

Thoughtful  subtleties  like  an  electronic  digital  clock,  rear-seat  reading  lamps  and  modular  instrument  panel  all 

contribute  to  a  reassuring  sense  of  completeness.  Of  course,  you  get  the  more  obvious  luxuries,  too,  like  power  steering, 

power  brakes,  power  windows,  and  TorqueFlite  automatic  transmission. 
And  now,  to  the  beauty  of  Chrysler  New  Yorker,  we've  added  the  brain.  The  Lean  Burn  Engine*  that  ^^ 

actually  thinks.  Its  small  computer  constantly  monitors  engine  conditions  and  adjusts      

ignition  timing  with  split-second  accuracy.  The  result  is  more  CHKYSLER 

responsive  acceleration  and  performance.  

This  year,  owning  or  leasing  a  Chrysler  New  Yorker  is  more  a  matter  of  good  taste,  than     I 

money.  Inquire  at  your  Chrysler-Plymouth  dealer.  '^chrysler"' 

•Not  available  m  California  and  certain  other  areas.  corporation 


A  PRODUCT  OF 

CHRYSLER 
CORPORATION 


Wind  thwarts  truck.  Smoke  in  wind  tunnel  shows  air  turbulence  at  55  mph. Trucks  must  put  out  extra  power  and  bum  extra  fuel  to  batter  through  this  resis 

A  simple  piece  of  plastic  that  could 
save  long-haul  truckers  10  to  15%  on  f  w 

i 


The  Uniroyal  Air  Deflector  guar- 
antees savings  to  truckers— by 
foiling  air  resistance  in  sophis- 
ticated ways  invented  by  our  mathe- 
maticians and  missile  scientists. 

America's  truckers  are  paying  a 
staggering  bill— to  the  wind. 

At  55  miles  per  hour,  a  large  trailer 
truck  uses  about  as  much  horsepower 
overcoming  air  resistance  as  it  does  to 
haul  its  load. 

The  cost  of  this  extra  horsepower: 
easily  $500,000,000  worth  of  diesel 
fuel  a  year  for  all  of  America's  long- 
haul  truckers. 

The  problem  is  those  big  truck 
rigs.  They  slam  into  the  onrushing  air 
with  as  much  as  96  square  feet  of  fron- 
tal surface.  This  churns  up  awesome 
turbulence. 

Uniroyal  missile  scientists 
find  fuel-saving  solution 

Uniroyal  spends  over  $50  million  a 
year  in  research,  development  and 
engineering.  In  1974  some  of  that 


effort  went  into  the  aerodynamic 
truck  rigs. 

We  assigned  the  same  team 
used  on  the  Poseidon  missile  prog 
They  came  up  with  the  Uniroyal 
Deflector. 

A  lot  of  advanced  science  went 
its  design— from  aerodynamic  « 

Air  drag.  Graph  shows  how  airdra 
creasingly  robs  horsepower  as  a  trucl 
proaches  highway  speeds. 
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ck  thwarts  wind.  With  Uniroyal's  aerodynamic  Air  Deflector,  turbulence  is  tamed 
Trucks  use  less  horsepower,  save  10  to  15  percent  on  fuel. 
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iring,  to  stress  analysis  based  on  an 
vanced  mathematical  model.  Re- 
ts were  amazing. 

Air  drag  cut  20% 

liroyal's  Air  Peflector  moves  head 
nd  airstreams  cleanly  around  the 
)  and  sides  of  trailers.  And  it  accom- 
shes  this  without  multiplying  fron- 

mass— the  force  that  creates  extra 
A  consumption. 

Less  advanced  deflectors  have  flat 
mes  that  can  set  air  to  boiling  along 
:^  top  and  sides  of  a  trailer.  Our 
flector  has  only  curved  surfaces.  So 
vorks  to  avoid  this  kind  of  needless 
bulence. 

Unique  ''fine  tuning"  for 
best  efficiency 

unique  feature  of  the  Uniroyal  Air 
[flector  makes  it  easily  adjustable  to 


the  height  of  different  trailers* 

that  a  truck  may  pull.  And  to  the 
distance  between  the  truck  cab  and 
the  trailer. 

This  feature  enables  truckers 
to  "fine  tune"  Uniroyal's  Air 
Deflector  for  the  maximum 
«l^p;    reduction  of  air  drag. 

'%  Result:  Air  drag  is  cut  by 
roughly  20  percent. 
The  Uniroyal  Air  Deflector 
is  so  effective  that  we  sell  it  to 
long-haul  truckers  with  a  guarantee 
of  10  percent  minimum  fuel  savings  on 
line-hauls.*  So  it  can  pay  for  itself  in 

Adjustable  feature  is  unique  to  the 
Uniroyal  Air  Deflector.  So  is  its  advanced 
aerodynamic  design.  Both  promote  max- 
imum fuel  savings. 


the  first  year  three  times  over 
for  the  average  long-haul  van  trucker. 

Over  1,400 
Uniroyal  discoveries 

The  patent  pending  on  our  Uniroyal 
Air  Deflector  will  be  one  of  over 
1,400  patents  we've  filed  in  the  past 
17  years.  Our  3,000  scientists,  engi- 
neers and  technicians  are  also  active 
in  agriculture,  chemistry  and  many 
other  fields. 

The  flood  of  Uniroyal  discoveries 
has  paid  off  in  substantial  growth. 
We're  a  company  with  $1.6  billion  in 
assets  these  days.  But  we  Uke  to  think 
our  biggest  asset  isn't  even  on  the  bal- 
ance sheet— our  urge  to  discover. 


.^>  \ 


/ 


o 


For  more  information  about  the 
Uniroyal  Air  Deflector,  write  to  Dave 
S treed,  Uniroyal,  Inc.,  Engineered 
Systems  Department,  Mishawaka, 
Indiana  45644.  Or  telephone  (219) 
255-2181. 

*We  guarantee  the  Uniroyal  Air  Deflector  will  reduce 
fuel  consumption  by  a  minimum  of  10%  on  line-haul. 
Guarantee  requires  installation  according  to  manufac- 
turer's instructions  and  applies  to  the  initial  order  of  1 
to  10  evaluation  units.  Customers  not  satisfied  after  a 
90-day  trial  period  may 
return  the  unit(s)  freight 
prepaid  to  their  Uniroyal 
dealer  within  150  days 
from  the  date  of  pur- 
chase. The  full  purchase 
price  (less  installation 
charges)  will  be  refunded. 
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12  YEARS  OLD  WORLDWIDE  •   BLENDED  SCOTCH  WHISKv 
86  PROOF.  GENERAL  WINE  4  SPIRITS  CO  .  NEW  YORK.  N 
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For  the  surprise  of  his  life: 
leave  a  cradle  on  the  doorstep. 


The  (]hivas  half-gallon  Oadlc,  or  pouring 
stand,  is  a  most  loving  way  to  baby  his  (^hivas. 
It's  designed  to  dazzle  anybody,  especially  the 
man  u  ho  thought  he  had  everything. 

It's  economical,  too,  since  it  eliminates  costly 
spilling  of  the  (!]hivas.  Just  tilt  and  pour  neatly. 

lb  get  the  f>ersonalized  Oadle   send  $9.98* — 


together  with  the  name  you  want  imprinted  on 
the  nameplate  (no  more  than  20  letters,  please) — 
to  ("hivas  Regal  Cradle-C;,  P.O.  Box  5061, 
Smitlitow  n,  New  York  11787. 

Or  get  one  as  a  gift  to  yourself. 

I  lie  (>hivas  Oadle.  Is  there  a  more  appro- 
priate wa\  t(»  show  off  a  precious  12-year-old? 


•  Plus  local  and  state  sales  tax  where  applicable.  Offer  good  in  USA.  only,  except  where  prohibited  or  restricted  by  law  Allow  four  to  six  weeks  for  delivery  Offer  may  be  withdrawn  without  noti' 


Some  smaller  private  companies 
ai-e  finding  ways  to  make  the  best  of 
the  situation.  Florida-based  Publix 
Super  Markets  (sales:  $1.2  billion)  is 
one.  Board  Chairman  George  Jenkins 
says  his  company  takes  out  enough 
life  instirance  on  his  life  to  pay  oflF 
the  Government.  Publix'  assets,  how- 
ever, are  just  $206  million.  In  the 
case  of  bigger  private  corporations, 
this  wouldn't  work,  simply  because 
the  policy's  cost  would  outweigh  the 
benefits. 

Another  potential  way  around  es- 
tate taxes  is  for  older  family  members 
to  sell  out  to  yovmger  ones  at  a  low 
price.  However,  Big  Brother  is  watch- 
ing: The  U.S.  Treasury  gets  very  nasty 
if  the  selling  price  charged  by  the 
family  elders  is  too  low. 

The  Lauder  family  has  come  up 
with  a  very  clever  way  out.  Their 
highly  successful  new  products— 
Clinique  and  Aramis— are  actually  sep- 
arate companies.  Pick  up  a  bottle, 
and  you'll  find  no  mention  of  Estee 
Lauder.  Substantial  holdings  in  these 
new  companies  belong  not  to  the  first- 
generation  Landers  but  to  their  sons 
Leonard  and  Ronald. 

Other  famihes  leave  their  compa- 
nies to  unborn  great-grandchildren,  as 
George  Mennen  of  the  approximately 
$100-million-sales  Mennen  Co.  did. 
Still  others,  like  progenyless  Lila  and 
DeWitt  Wallace's  Reader's  Digest  As- 
sociation, are  rumored  to  be  leaving 
their  ownership  in  trust  for  valued 
executives. 

Even  the  late  Howard  Hughes' 
Summa  Corp.  may  emerge  intact  from 
Hughes'  death.  Summa  Corp.  may  es- 
tabhsh  an  employee  stock  ownership 
plan  to  pay  o£F  die  Government  and 
allow  the  company  to  remain  pri- 
vate {see  p.  48). 

The  end  of  the  family  company  has 
been  prophesied  many  times  before, 
yet  it  has  survived.  Perhaps  it  may 
survive  even  the  current  drive  for  a 
further  redistribution  of  wealth.  The 
existence  of  the  big  family  company 
may  be  incompatible  with  total  eco- 
nomic equality,  but  it  does  oflFer  oth- 
er compensating  values  to  our  soci- 
ety. WiUie  Hearst,  27,  grandson  of  old 
William  Randolph  Hearst  Sr.,  is  a  lib- 
eral young  man  who  nonetheless  finds 
social  merit  in  private  ownership.  Says 
Willie:  "When  you  chat  with  people 
who  own  private  companies,  there's  a 
lot  of  talk  about  pride  and  spirit. 
These  things  seem  antiquated  today, 
but  they  are  being  rediscovered  as  im- 
portant values  to  have  in  a  corporate 
life." 

Whatever  their  strengths  and  weak- 
nesses, the  private  companies  are  an 
intriguing  bimch.  On  the  following 
pages  are  glimpses  of  six  of  the  most 
interesting. 


The  (Strictly)  Private  Sector 


Company 

Sales 
(millions 

Business 

Chief 
Executive 

Headquarters 

Morse/Diesel* 

293 

construction 
management 

Carl  A. 
Morse 

New  York,  N.Y. 

The  Stroh  Brewery 

275 

beer  and 
ice  cream 

John  W. 
Stroh 

Detroit,  Mich. 

Triangle  Publications 

270+ publishing 

Walter 
Annenberg 

Radnor,  Pa. 

Gulf  Consolidated 
Services 

269 

petroleum 
products 

John 
Dunkin 

Houston,  Tex. 

ICC  Industries 

263 

chemical  and 
crude  oil 
marketing 

John  J. 
Farber 

New  York,  N.Y. 

Packerland  Packing 

262 

beef  packing 

S.W. 
Frankenthal 

Green  Bay,  Wis. 

Merkert  Enterprises 

250-1-  food 
brokers 

Eugene 
Merkert 

Canton,  Mass. 

Renfield  Corp. 

250+ liquor 

importing  and 
distributing 

Herman 
Marinoff 

New  York,  N.Y. 

|ohn  Wanamaker 

250+ department 
stores 

Robert  D. 
Harrison 

Philadelphia,  Pa. 

Avtex  Fibers 

250 

textile  fibers 

John  Gregg 

Valley  Forge,  Pa. 

Bartlett  &  Co.  Grain 

250 

grain 
merchandising 

Paul  Bartlett  Kansas  City,  Mo. 

Doubleday  &  Co. 

250 

publishing 

John  Sargent  New  York,  N.Y. 

Gardinier  Big  River 

250 

fertilizer 

W.  Funk 

Tampa,  Fla. 

Giant  Eagle  Supermarkets 

250 

supermarkets 

Saul  Shapira 

Pittsburgh,  Pa. 

Grain  Processing  Corp. 

245 

alcohol, 
corn  products 

James 
Kent  Jr. 

Muscatine,  Iowa 

Howard  Oil 

240 

fuel  oil 

marketing  and 
distributing 

Howard 
Ross 

Maspeth,  N.Y. 

Algonquin  Transmission 
Co. 

233 

natural  gas 
transmission 

John  Thorn 

Boston,  Mass. 

Lincoln  Grain 

230 

commodities 

G.  Lincoln 

Lincoln,  Neb. 

Henry  C.  Beck  Co.* 

228 

commercial 
building 

Henry  Beck 

Dallas,  Tex. 

Encyclopaedia  Britannica 

225 

publishing 

Charles  E. 
Swanson 

Chicago,  III. 

Kohler 

225 

plumbing 
products, 
engines 

Herbert 
Kohler  Jr. 

Kohler,  Wis. 

MTD  Products 

225 

lawn  mowers, 
tool  and  die 

Edward  Stell  Cleveland,  Ohio 

Schwegmann  Bros.  Giant 
Supermarkets 

220 

supermarkets 

J.  Schweg- 
mann 

Metairie,  La. 

Wilson  Industries 

210 

oil  field 
equipment 

W.S.  Wilson 

Houston,  Tex. 

Sealy 

210 

mattresses 

H.  Haas 

Chicago,  III. 

Waples-Platter 

208 

wholesale 
groceries 

Thomas 
Ryan 

Fort  Worth,  Tex. 

L.  D.  Schreiber  Cheese 

204 

cheese 
processing 

R.K.  Deutsch  Green  Bay,  Wis. 

Almacs 

200 

grocery  stores 

William 
Reiff 

East  Providence, 
R.I. 

American  Cast  Iron  Pipe 

200 

pipes,  fittings 

K.  Daniel 

Birmingham,  Ala. 

Demoulas  Supermarkets 

200 

supermarkets 

T.A. 
Demoulas 

Tewkesbury,  Mass. 

Kurt  Orban  Co. 

200 

steel                     Kurt  Orban 
distributing  and 
manufacturing 

Wayne,  N.J. 

L.  B.  Foster  Company 

200 

steel  distributor  M.  Porter 

Pittsburgh,  Pa. 

Handy  Andy 

200 

grocery  stores 

R.  Escobedo 

San  Antonio,  Tex. 

Steelcase 

200 

office  furniture 

R.C.  Pew 

Grand  Rapids, 
Mich. 

H.  B.  Zachry 

200 

contracting 

H.E.  Zachry 

San  Antonio,  Tex. 

•Engineering   News-Record,    '975  contract  awards. 
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In  Privacy  They  Thrive 


The  Hungry  Millionaires 


From  the  time  they  were  kids,  the 
Ingram  brothers  of  Nashville  had  it 
made.  They  inherited  a  big  block  of 
Weyerhaeuser  stock  from  their  great- 
grandfather, a  founder  of  the  timber 
company.  Their  multimillionaire  father 
sent  Frederic  (Fritz)  and  Bronson  to 
Andover  and  then  they  went  to 
Princeton.  But  their  father,  O.H.  In- 
gram, a  successful  oil  refiner  and  mar- 
keter, also  gave  them  an  education  of 
a  different  sort:  "Dad  made  it  very 
clear  to  us  that  we  could  spend  our 
whole  lives  on  a  beach  if  we  wanted," 
says  Fritz.  "By  his  example,  however, 
he  convinced  us  that  we'd  get  bored 
pretty  quickly  if  we  chose  that  route. 
Watching  him  run  his  oil  company, 
the  thought  of  not  working  just  never 
crossed  our  minds." 

Dad  would  be  more  than  proud. 
Since  his  death  in  1963,  his  sons,  both 
now  in  their  mid-40s,  have  burned  up 
the  tracks.  Building  on  a  $2-million, 
money-losing  inland  barge  company 
that  was  part  of  their  inheritance,  in 
less  than  15  years  Fritz  and  Bronson 
have  built  Ingram  Corp.  into  a  com- 
pany with  revenues  of  over  $900  mil- 
lion; an  acquisition  under  way  could 
take  that  to  nearly  $1.3  billion  by 
year-end.  Ingram  is  90%-owned  by 
the  brothers;  a  few  treasured  em- 
ployees own  the  balance.  It  was  fi- 
nanced in  the  beginning  by  bankers 
impressed  by  the  brothers'  reputation, 
and  later  out  of  profits  and  borrow- 
ing against  assets.  There  is  not  a  pen- 
ny of  public  equity  money  in  the  In- 
grams'  holdings. 

What's  their  secret?  Boldness.  And 
privacy.  In  these  years  the  brothers 
have  acquired  assets  in  book  distri- 
bution; barging;  oil  and  chemical 
trading  and  transporting;  oil  refining 
and  pipeline  construction.  Many  of 
these    operations    have    been    bought 


from  foreign  sellers.  Explaining  how, 
Fritz  Ingram  says:  "Foreign  business- 
men are  accustomed  to  dealing  with 
a  company's  principal;  even  if  a  pub- 
lic company  sends  its  chief  executive 
officer,  he  is  still  looked  upon  as  a 
hired  hand."  Then,  too,  the  brothers 
have  no  board  to  consult;  they  can 
make  decisions  fast.  It  took  them  just 
six  days  in  1974  to  buy  Tampimex 
Oil,  a  London-headquartered  oil  bro- 
kerage firm  with  revenues  of  over 
$680  million.  Drawls  Fritz:  "No  way 
I  could  have  gotten  Tampimex  if  I'd 
been  public." 

When  you  move  fast,  of  couise, 
you  sometimes  move  into  trouble.  Last 
June  a  federal  grand  jury  in  Chicago 
indicted  the  brothers,  charging  them 
with  responsibility  for  $1.2  million  in 


Fritz  Ingram 


Bronson  Ingram 

bribes  paid  in  1971  to  Chicago  Sani- 
tation District  officials  in  connection 
with  a  $48-million  sludge-hauling  con- 
tract. Fritz  Ingram  shnigs  off  the 
charges,  confident  that  he  and  his 
brother  will  be  exonerated,  and  point- 
ing out  that  bribery  charges  are  by 
no  means  restricted  to  private  com- 
panies these  days. 

As  Forbes  went  to  press,  the  broth- 
ers were  in  New  York,  dickering  to 
buy  the  $350-million  (revenues)  U.S. 
Lines  from  Walter  Kidde.  After  that? 
"Coal,"  says  Fritz.  "We  will  go  in  on  a 
major  scale.  And  soon."  Even  with  all 
this  expansion,  the  Ingrams  expect  to 
remain  private.  Fritz  and  Bronson 
have  five  sons  between  them.  "Got  to 
give  them  a  chance,"  Fritz  says.  "If 
Dad  had  sold  out  when  we  were  18 
or  20,  God  knows  what  would  have 
happened."  ■ 


Triangle  Publications: 

Walter  Annenberg  has  been  dis- 
mantling his  privately  owned  com- 
munications empire  for  the  past  sev- 
eral years,  but  Triangle  Publications 
Inc.  is  still  a  force  to  be  reckoned 
with.  The  dismantling  began  when 
Annenberg  was  appointed  Ambassa- 
dor to  the  Court  of  St.  James's  by 
President  Richard  Nixon  in  1969. 

First  to  go  were  the  two  Philadel- 
phia newspapers,  the  Daily  News 
and  the  flagship  Inquirer— ihe  latter 
in  whose  city  room  Annenberg's  dy- 
namic,   controversial    father,     Moses 


Dismantling  An  Empire 

(Mo)  Annenberg  once  nervously 
smoked  cigarettes  and  held  lively 
sway.  Knight  Newspapers  (now 
Knight-Ridder)  paid  $55  million  in 
hard  cash  and  notes  for  the  two  prop- 
erties. Then,  in  1970,  Walter  Annen- 
berg disposed  of  his  nine  radio  and 
TV  stations  to  Capitol  Cities  Commu- 
nications Corp.  (  Forbes,  Oct.  1 )  for 
$110  million,  again  in  ca.sh  and  notes. 
A  few  months  later,  seven  more 
broadcasting  properties  were  sold  to 
two  former  Annenberg  employees  for 
$16  million.  In  1973  three  cable  TV 


properties  and  ptu-t  of  a  fourth  went 
to  Los  Angeles'  Harris  Cable  Corp. 
for  $11  million.  Finally,  due  to  pro- 
longed union  negotiations,  Annenberg 
closed  down  The  Morning  Telegraph 
in  1972,  rather  that  accede  to  labor's 
exorbitant  demands. 

Even  after  selling  these  $192  mil- 
lion worth  of  properties,  however. 
Triangle  remains  a  major  enterprise. 
The  company's  publishing  properties 
still  include:  Seventeen  magazine 
(monthly  circulation:  1,450,105), 
once  edited  by  his  sister,  Enid  Haupt; 
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Daily  Racing  Form  (daily  circulation: 
150,000);  and  the  dazzlingly  success- 
ful TV  Guide  (weekly  circulation: 
20,249,384).  These  produce  annual 
revenues  of  something  over  $270  mil- 
lion; an  investment  subsidiary  pro- 
duces several  million  more.  While 
Annenberg  will  not  divulge  Triangle's 
gross  revenues,  he  does  agree  that 
estimated  annual  profits  of  $40  mil- 
lion are  close  to  the  mark. 

But  in  the  end,  Annenberg's  pri- 
vate empire  is  doomed— not  by  bad 
management  or  by  taxes  or  by  need 
of  capital  but  by  that  most  fatal  of 
deficiencies  for  a  private  company— 
the  absence  of  an  heir.  Walter  Annen- 
berg is  68.  His  only  son  died  in  1962; 
his  only  daughter,  37,  is  divorced  and  a 
student  and  trustee  at  the  University 
of  Southern  California. 

It's  all  rather  sad  in  a  way.  When 
Mo  Annenberg  was  forging  the  em- 
pire in  the  early  1900s,  he  had  an 
assured  heir  and  confidante:  his  only 
son  Walter,  who  worked  closely  with 
his  father  from  the  time  he  was  old 
enough  to  scoop  handfuls  of  coins 
from  the  cashbox.  When  Mo  Annen- 
berg died  in  1942,  he  died  knowing 
that  his  work  would  go  on,  that  his 
legacy  was  in  capable  hands. 

Fate  was  less  kind  to  Walter. 

As  for  selling  the  rest  of  Triangle's 


Walter  Annenberg 

properties,  Walter  Annenberg  con- 
cedes: "I  have  been  approached  by  a 
number  of  companies.  And  you  never 
know  what  might  be  thrust  on  me  by 
a  new  set  of  circumstances."  The 
handwriting  is  on  the  wall.   ■ 


Shh  .  .  .  Hedging  Going  On! 


Silver-haired  Michel  Fribourg,  63, 
rules  over  his  $5-billion-plus-revenues 
Continental  Grain  Co.  with  a  secrecy 
that  is  less  flamboyant  but  no  less  fa- 
natical than  that  displayed  by  the  late 
Howard  Hughes.  Despite  the  Fri- 
bourg family's  immense  wealth— be- 
gun during  the  1848  Belgian  drought, 
when  Michel's  great  grandfather  and 
namesake  traded  several  trunks  of 
gold  for  Ukrainian  wheat  which  he 
quickly  resold  to  his  hungry  Belgian 
countrymen— little  is  known  about 
their  operations.  Photographs  of  Fri- 
bourg are  difiicult  to  come  by;  Who's 
Who  has  not  a  line  on  him.  Report- 
edly, only  a  select  few  Continental 
executives  are  allowed  onto  the  top 
floor  at  277  Park  Ave.  in  mid-Manhat- 
tan where  Fribourg's  main  head- 
quarters are  located.  "Fribourg,"  says 
an  employee,  "is  harder  to  get  to  see 
than  Arthur  Bums." 

A  passion  for  secrecy  is  the  rule, 
not  the  exception,  in  the  international 
grain  trading  and  exporting  business. 
And  for  good  reason:  The  companies 
could  not  survive  without  it. 

These    companies    are    middlemen 


between  the  farmers  and  the  end 
users.  Suppose  Continental  agrees  to 
deliver  100,000  tons  of  grain  to,  say, 
Poland,  at  $3  per  bushel  (the  price 
includes  a  premium,  perhaps  20  cents, 
to  cover  transportation  costs  and  pro- 
vide a  profit).  To  lock  in  that  pre- 
mium—and to  acquire  the  grain  it  has 
promised  Poland— Continental  sells 
short  the  same  quantity  it  has  sold 
long:  100,000  tons  in  this  example. 

Here's  where  secrecy  is  crucial.  In 
the  real  world  of  international  grain 
dealing,  orders  of  100,000  tons- 
even  200,000  tons— are  not  uncom- 
mon. But  the  markets  at  a  given  time 
are  rarely  liquid  enough  to  handle 
a  single  short  sale  of  this  magnitude; 
any  attempt  to  place  a  single  short 
would  tip  off  the  competition,  who 
would  up  the  price  and  so  eliminate 
Continental's  profits  (not  to  mention 
the  impact  on  the  price  of  bread). 
Therefore,  Continental  must  make 
many  seemingly  separate  short  sales 
through  its  numerous  offices  around 
the  world  if  it  is  to  hedge  fully  its 
long  sale  to  Poland.  Clearly,  the  Fri- 
bourgs'  wealth  grows  only  if  they  can 


keep  their  trading  moves  secret.  This 
is  not,  in  other  words,  a  business  in- 
different to  the  Securities  &  Exchange 
Commission's  increasingly  detailed 
disclosure  requirements. 

Edward  (Ned)  Cook,  chairman  of 
Memphis-based  Cook  Industries  ( 1976 
revenues:  $488  million)  learned  this 
the  hard  way.  He  took  his  company 
public  in  1969,  to  raise  cash  to  com- 
pete with  such  giants  as  Continental 
and  Cargill.  He  got  the  cash— and  a 
bad  case  of  whipsawing.  Says  Cook: 
"That  we  have  to  disclose  detailed  in- 
formation on  how  many  elevators  and 
barges  we  own,  and  who  our  best  cus- 
tomers are,  is  bad  enough.  What 
makes  it  impossible  is  that  Wall  Street 
doesn't  like  agribusiness  stocks.  We 
never  dreamed  we'd  sell  for  three 
times  earnings."  Cook's  bid  to  take 
his  company  private  again  has  been 
delayed  a  year,  thanks  to  a  $13.4- 
million  loss  last  quarter. 

While  the  importance  of  secrecy  is 
not  likely  to  diminish,  it's  a  good  bet 
that  the  grain  companies  will  tell  the 
public  more  about  themselves  in  the 
near  future.  They  have  learned  that 
secrecy  has  a  price:  public  distrust. 
Thanks  largely  to  Senate  investiga- 
tions last  Jvme,  supersecret  Cargill  now 
divulges  fairly  detailed  information 
on  sales,  profits  and  taxes.  It's  only  a 
matter  of  time  before  Continental's 
Fribourg  will,  either  voluntarily  or  un- 
der duress,  do  the  same.  ■ 


Michel  Fribourg 
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In  Privacy  They  Thrive 


The  King  Is  Dead, 
Long  Live  ESOP! 

Shortly  before  Howard  Hughes's 
sudden  death  last  April,  a  wit  half- 
joked  that  there  was  method  to 
Hughes's  mad  reclusivity:  If  the  bil- 
lionaire refused  to  be  seen  or  heard, 
how  could  the  U.S.  Treasury  prove 
his  death  and  sock  his  estate  with 
death  duties  that  could  exceed  $700 
miUion? 

Estate  taxes  are  the  private  com- 
panies' mortal  enemy  {see  story).  But 
ESOP,  brainchild  of  San  Francisco 
lawyer  Louis  Kelso  and  eagerly  em- 
braced by  Senate  Finance  Committee 
Chairman  Russell  Long,  may  prove 
to  be  a  way  out  for  the  Hughes  em- 
pire. ESOPs  are  employee  stock  own- 
ership plans,  originally  ratified  by 
Congress  in  1972.  Now  Forbes  has 
learned  that  Frank  W.  Gay,  chief  ex- 
ecutive oflBcer  of  Summa  Corp.,  How- 
ard Hughes's  holding  company,  is 
studying  the  ESOP  ploy  as  a  means  of 
keeping  Hughes's  $1  billion  worth  of 
gambling,  hotel,  helicopter,  real  es- 
tate and  airline  properties  intact— and 
private— in  spite  of  death  and  taxes. 

Here's  how  an  ESOP  works:  A  con- 
trolling family  agrees  to  sell  nonvoting 
stock  to  a  group  of  employees;  thus, 
the  family  keeps  control.  The  em- 
ployees pay  for  the  stock  with  a  bank 
loan,  guaranteed  in  turn  by  the  com- 
pany. The  company  also  agrees  to  pay 
the  loan  off  over  its  life.  The  Govern- 
ment permits  this  payoff  with  pretax, 
52-cent    dollars.    The    family    gets    a 


Frank  W.  Gay 

nice  lump  sum.  The  bank  gets  a  nice 
secure  loan.  And  the  employees  know 
that  they  will  own  the  company  when 
the  present  management  passes  on. 
An  ESOP  may  aid  the  Hughes  es- 
tate: Summa's  assets  could  easily  be 
worth  $1  billion;  the  potential  tax  bill 
could  be  $700  million.  The  estate, 
which  includes  Summa  Corp.,  is  tied 
up  in  litigation  that  could  go  on  for 
decades.  In  the  meantime,  it  is  pos- 
sible that  the  estate  could  form  an 
ESOP  and  sell  Summa's  stock  to  its 
managers.  Part  of  the  proceeds  would 
go  to  the  Feds  and  the  rest  to  Hughes' 
heirs— whoever  they  are.  The  Hughes 
holdings  would  remain  intact— and 
private.  It  sounds  complicated  and  it 
is,  but  Louis  Kelso  assures  Forbes 
that  it  could  be  done.  And  Kelso  is 
no  outsider:  He's  a  close  personal 
friend  of  Snowden  Marshall,  who  is 
married  to  Summa's  senior  vice  presi- 
dent, Nadine  Henley.  ■ 


Riding  Out 
The  Storm 


It  was  a  close  call  for  Charles  C. 
Gates  Jr.  of  Denver's  Gates  Rubber 
Co.  Not  long  ago,  the  $700-million 
(revenues)  company  founded  by  his 
father  was  in  trouble.  The  tire  busi- 
ness was  losing  money.  Gates  lacked 
the  capital  to  buck  the  Goodyears 
and  Firestones;  but  he  couldn't  sell 
the  business  because  the  Justice  De- 
partment would  have  said  no  to  most 
prospective  buyers.  Then  there  was 
Learjet,  the  apple  of  Gates's  eye— it 
was  gulping  huge  amounts  of  capital. 

But  Gates,  now  55,  has  ridden  out 
the  storm.  He  managed  to  sell  one  tire 
plant  to  Michelin  and  another  to  Arm- 
strong. The  third  he  converted  to  oth- 
er ongoing  Gates  rubber  operations. 
With  the  cash  from  the  sales,  he  ex- 
panded and  modernized  what  re- 
mained of  his  rubber  business— auto- 
motive and  industrial  hoses  and  V- 
belts.  By  1975  what  was  left  of  the 
rubber  business  produced  a  bountiful 
$350  million  in  sales  and  a  respectable 
$20   million   or  so   in   pretax  profits. 

Charlie  Gates  once  referred  to  his 
Learjet  purchase  as  a  "roll  of  the 
dice."  This  year  Learjet  is  coming  up 
all  sevens;  the  company  Gates  bought 
from  inventor-promoter  William  Lear 
produced  $172  million  in  sales  and 
$13  million  in  net  profits  during  its 
fiscal  year  ended  last  April.  The  busi- 
ness has  been  a  lot  of  fun  for  Gates, 
and  a  fine  investment:  His  60%  interest 
cost  only  $28.5  million. 


When 
Controversy  Pays 

In  capital-intensive  industries,  being 
family-owned  has  obvious  disadvan- 
tages: It's  harder  to  raise  money.  But 
in  the  so-called  service  industries,  be- 
ing privately  owned  can  be  a  big  help 
in  competing  with  corporate  giants. 
Listen  to  R.  Peter  Straus,  53,  owner 
of  Manhattan's  lively  independent  ra- 
dio station  WMCA: 

"To  compete  with  American  Broad- 
casting Cos.  and  Storer  Broadcasting 
and  other  big,  public  corporations,  I 
have  to  develop  a  special  identity  with 
my  listeners;  to  do  that,  I  must  be 
more  responsive  to  their  needs." 

What  Straus  means  is  that  he  is 
willing  to  take  chances  that  a  larger 
corporation  would  hesitate  about.  He 
has  been  an  innovator  and  trendsetter 
in  Manhattan  radio  and  hasn't  hesi- 
tated to  wade  into  controversy.  In  the 
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early  Fifties  WMCA  was  the  first  ra-  R.  Peter  Straus 
dio  station  in  the  U.S.  to  directly  con- 
front political  and  community  is- 
sues with  broadcast  editorials.  Among 
other  things,  WMCA  has  endorsed 
Presidential  candidates,  and  accepts 
"issue  ads"  from  such  groups  as  the 
American  Medical  Association. 

In  1964  Straus  successfully  sued 
New  York  State's  legislature  over  ap- 
portionment inequities;  a  few  years  " 
later  he  sued— again  successfully— the 
Federal  Communications  Commission 
over  the  agency's  interpretation  of  the 
fairness  doctrine.  "Most  public  com- 
panies wouldn't  dare  challenge  the  t 
politicians  and  bureaucrats  who  con- 
trol their  stations'  destinies,"  he  says.       i 

Straus's  feisty  attitude  costs  him  I 
money  in  the  short  run.  WMCA's 
prime-time  unsponsored  consumers 
affairs  and  "Radio  Hotline  Interna- 
tional" programs  cost  $150,000  a  year 
in  foregone  advertising  revenues.  Sim- 
ilarly, Straus  foresaw  that  radio  tobac- 
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Charles  C.  Gates  Jr. 

Even  with  things  going  well, 
though,  it's  not  easy  to  stay  private  in 
capital-intensive  businesses  like  rub- 
ber and  aircraft.  For  example,  his  new 
high-pressure-hose  plant  in  lola,  Kan. 
cost  $22  million— and  that  for  a  plant 
employing  only  300  workers.  Gates  is 
lucky  in  one  respect.  He  and  his  im- 
mediate family  own  all  the  stock  in 
Gates  Rubber,  and  so  he  doesn't  have 
dozens  of  cousins  and  uncles  clamor- 
ing for  dividends;  he  can  pour  most 
of  his  profits  back  into  the  business. 
But  Gates  sees  the  handwriting  on 
.  the  wall.  "We'll  go  public  when  our 
capital  needs  exceed  our  ability  to 
meet  them,"  he  says.  But  not  soon: 
"I'll  tell  you  what  I  tell  all  the  in- 
vestment bankers  who've  worn  holes 
in  my  carpet:  We  aren't  ready  to  go 
public  now  and  won't  be  for  another 
five  years  at  least."  ■ 


CO  advertising  revenues  would  be  im- 
periled by  the  1964  Surgeon  General's 
report  on  smoking's  hazards,  and 
got  a  great  deal  of  attention  by  jump- 
ing the  gun;  he  voluntarily  banned 
cigarette  commercials  during  his  ear- 
ly-evening teenager  listening  hours, 
reducing  his  revenues  by  30%. 

In  the  long  run,  however,  this  kind 
of  boldness  pays  off.  In  a  business 
where  he  hofds  a  market  share  of  only 
7%-against  the  10%  shares  of  ABC 
and  RKO  General  outlets— Straiis 
nonetheless  makes  a  good  deal  of  mon- 
ey. On  revenues  last  year  of  just  $5 
million,  he  says  he  netted  $500,000. 
Considering  that  Straus's  father  paid 
under  $2  million  for  the  station  when 
he  bought  it  in  1943  and  that  the 
property  is  now  worth  over  $15  mil- 
lion, that  is  a  very,  very  satisfactory 
return  on  investment.  And  this  does 
not,  of  course,  count  the  psychic 
benefits  of  being  a  well-regarded 
community  personality.   ■ 
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\bu  can  tell  a  lot  about  an  individual  by  what  he  pours  into  his  glass. 
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IRISH  WHISKEY U 
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Bushmills. 

The  world's  oldest  whiskey. 
Thc'Mountain  Climber'glass  created  for  the  Bushmills  Gjilection  by  Henry  Haiem  Individuals  have  poured  this 
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For  every  individual,  there  is  a  point 
where  Psychic  Income  becomes  a  stronger 
motivator  than  money. 


True.  Each  person  h^is  a  "comfort 
level"  of  monetary  income.  It  is  that 
person's  realization  of  an  acceptable  life- 
style, when  money  and  security  needs  have 
basically  been  satisfied. 

Psychic  Income  fulfills  the  real 
and  vital  needs  beyond  security.  Beyond  the 
comfort  level.  It  offers  recognition. 
Builds  pride.  It  is  income  "of  the  mind!' 

Most  people  simply  do  not  receive 
enough  Psychic  Income  from  their  jobs.  As  a 
result,  they  don't  perform  at  their  full 


potential.  Work  suffers.  So  do  sales, 
productivity  and  service. 

Maritz  Motivation  offers  a  unique 
way  to  provide  Psychic  Income  to  your 
marketing,  production  and  service  people.  We 
create  professionally  planned  motivation 
programs  with  merchandise  and  travel  rewards. 
Recognition  for  extra  effort.  Pride  in  improved 
performance.  Psychic  Income  continues  to 
motivate  people  to  full  productivity  after 
their  comfort  levels  have  been  achieved. 
Think  about  it. 


MARITZ  MOTIVATION 

St.  Louis  and  other  major  cities. 


Ernest  Trova  Sculpture  Courtesy  The  Pace  Gallery 


Dozier  Willard^s  Crazy 
(Like  A  Fox)  Idea 


Transformation.  This  old  bunker  near  Jackson,  Miss,  is  now  (inset)  home  for  4,000  companies'  documents. 


They  laughed  back  in  1962  when 
Dozier  Willard  proposed  taking  those 
63  ridiculous -looking  mounds  in  the 
earth  outside  Jackson,  Miss,  and  turn- 
ing them  into  a  business. 

The  mounds,  which  are  20-mega- 
ton  blastproof,  were  built  by  the  U.S. 
Government  to  store  black  powder 
during  World  War  II.  They  were 
famous  white  elephants  in  the  tiny 
town  of  Flora.  After  purchasing  them 
from  the  Government,  people  had 
tried  to  raise  mushrooms  in  them— 
without  success.  But  Willard  noticed 
something  special:  The  attributes  that 
made  the  bunkers  secure  for  powder 
storage  in  case  of  an  explosion  also 
made  them  ideal  for  storing  records. 
He  proposed  that  U.S.  corporate  rec- 
ords could  be  stored  underground  so 
that  in  case  of  nuclear  devastation,  if 
it  wouldn't  be  business  as  usual,  at 
least  U.S.  commerce  would  have 
something  to  begin  again  with. 

It  was  an  impractical  idea,  but  it 
worked  Willard  rented  the  land  for 
$27,000  a  year  from  local  farmers 
who  raised  cattle  on  it,  and  came  up 
with  tiny  but  now  thriving  Southern 
Vital  Record  Center,  a  $5-million  busi- 
ness that  takes  care  of  265  billion  fi- 
nancial documents.  Underneath  those 
dirt  mounds  now  lie  steel  and  con- 
crete depositories  for  13  million  rolls 
of  microfilm.  The  field  above  is  sur- 
rounded by  a  heavy  chain-link  fence 
and  guarded  by  11  police  dogs, 
closed-circuit  TV  and  24-hour-a-day 
guards. 

The  doomsday  sales  pitch  palled 
quickly,  but  by  1967  Willard,  an  ex- 
Brinks  armored  car  executive  and  an 
adviser  to  the  U.S.  Treasury,  had 
come  up  with  a  special  program  tai- 
lored to  the  banking  business.  He 
sends   teams  to  do  annual  microfilm 


audits  of  vital  records  of  banks  from 
Iowa  to  the  tip  of  Florida.  Those  are 
sent  back  to  Flora.  Each  bank  sends 
microfilms  of  each  day's  debits,  cred- 
its and  other  transactions  to  Southern 
Vital  Service  Center,  where  duplicates 
are  made.  The  duplicate  is  returned 
to  the  bank;  the  original  stored  under- 
ground at  Southern  Vital.  After  dooms- 
day—or a  more  likely  occurrence  such 
as  a  hurricane— the  survivors  and  their 
heirs  will  still  be  able  to  claim  their 
bank  deposits. 

Willard  had  added  an  important 
innovation:  retrieval.  Any  bank  can 
upon  request  get  any  of  its  records, 


''Willard  noticed  the 
attributes  that  made 

bunkers  secure  for  powder 
storage  in  an  explosion 

also  made  them  ideal  for 
storing  records." 


from  a  single  check  to  its  entire  fi- 
nancial documents.  In  August  1972, 
the  ravages  of  Hurricane  Camille 
that  swept  through  the  Mississippi 
Gulf  Coast  all  but  destroyed  the  $38- 
million  Gulf  National  Bank  in  Gulf- 
port.  Southern  Vital  resurrected  the 
bank  records  and  Gulf  National  was 
back  in  business  within  48  hours. 

A  manufacturing  company  can  in- 
sure its  factories  and  inventory,  but 
heretofore  a  bank  could  not  insure  its 
vital  records.  Furthermore,  the  sys- 
tem guards  against  embezzlers— who 
are  not  able  to  get  at  the  records  retro- 
actively to  cover  up  their  crimes. 

Willard  died  this  August.  His  wid- 


ow, Louise  S.  (Babe)  Willard,  53, 
now  nuis  the  business. 

So  far.  Southern  Vital  has  been  able 
to  convince  3,000  banks  and  1,000 
blue-chip  companies  and  government 
agencies  to  put  their  records  in  its 
hands— including  Minnesota  Mining, 
Cities  Ser\ace  Oil,  Sinclair  Oil,  Flori- 
da Power  &  Light,  and  state  and 
local  governmental  agencies.  Corpora- 
tions pay  up  to  $35,000  per  year  for 
storage  (small  banks  can  pay  only 
$500)  and  only  75  cents  to  retrieve 
any  item.  Kept  underground  by  South- 
em  Vital,  besides  financial  data,  are 
records  of  water  lines  of  major  South- 
em  cities,  historical  archi\es  and  rec- 
ords of  air  conditioning  and  ventila- 
tion systems  of  large  buildings. 

Now  heavily  concentrated  in  bank- 
ing and  in  the  Southeast,  Southern 
Vital  is  looking  to  branch  out.  Hos- 
pitals (where  malpractice  suits  de- 
mand longtime  retention  of  records) 
and  insurance  companies  (whose  rec- 
ords are  as  vital  to  them  as  the  banks' 
are)  look  like  likely  candidates.  Babe 
Willard  predicts  that  some  day  even 
individuals  with  their  own  microfilm 
readers  may  want  to  store  their  im- 
portant papers. 

Can  people  be  really  guaranteed 
their  bank  records  will  be  kept  pri\'ate 
at  Southern  Vital?  The  answer  is  an 
emphatic  yes.  Watergate  prosecutor 
Leon  Jaworski  subpoenaed  the  records 
of  a  certain  bank  in  Florida  back  in 
1974.  Willard  wouldn't  budge  since 
the  banker  in  (juestion  wouldn't  give 
his  permission.  Even  now  Southern 
Vital  refuses  adamantly  to  name  (lu- 
bank— presumably  it's  Charles  (Bebe) 
Rebozo's  Key  Biscayne  Bank  &  Trust. 
If  indeed  Jaworski  finally  got  his  pa- 
pers it  was  without  any  help  from 
Dozier  Willard.  ■ 
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"It's  good, 

this  new  beer  of  mine. 
Really  good. 
Some  day  it  will  be 
world  renowned... 


N 
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I  think  ril  call  it 
Budweiser." 


Adolphus  Busch 
1876 
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Delivers 

completely 

finished  sets 


Now  get  more  from  a  high-speed 
copierthon  just  copies.  Two  new  Kodak 
Ektoprint  AF  copier-duplicators  deliver 
multipage  copies  assembled,  stapled, 
and  stacked— ready  for  distribution— 
in  completely  finished  sets  (CFS). 

How  they  do  it  involves  a  unique 
recirculatingfeederthat  sends  through 
pages  to  be  copied  in  sequence, 
as  many  times  as  you  want  for  as  many 


sets  as  you  need.  An  "in  line"  finisher 
completes  the  job.  Staples  and  stacks 
the  completely  finished  sets  (CFS)  as 
fast  as  they've  been  copied. 

Kodak  now  offers  six  copier-dupli- 
cators to  meet  your  needs. 
See  them  at  work.  Write: 
A.  Angert  Dept.  CD6979,      .j^^^ 
Eastman  Kodak  Company    KMW 
Rochester,  N.Y.  M650.  ^^^ 


automatically. 


Kodak  Ektaprint  AF  copier-duplicators. 

They  finish  the  job 


i'jmmtf^'io^:* 


pihe 
Chevrolet 

More  head  room.  More  rear  seat  leg  room. 

More  trunk  room.  More  mor^ogeable  in  city  traffic. 

More  sound  isolation.  More  corrosion  protection. 

More  ease  of  entry  and  exit  More  appropriate  for  the  times. 

All  of  that  and  More,  compared  to  the  1976  full-size  Chevrolet. 

Now  that's  more  like  it. 


Chevrolet 


IBM:  This  Tiger  Is  No  Pussycat 


While  its  legal  eagles  delay  the  Justice  Department  in  the 
courts,  IBM  plans  to  go  right  on  expanding  as  if  it  had 
never  heard  of  antitrust  suits.  Does  $40  billion  in  revenues 
sound  overoptimistic?  That's  exacty  where  IBM  is  heading. 


By  ROBERT  j.  FLAHERTY 

Somewhat  like  a  prisoner  accepting  a  life  sentence,  Judge 
David  N.  Edelstein  moaned  to  a  friend  at  a  party:  "This 
is  it.  I'll  try  this  case  for  as  long  as  it  takes,  even  if  it 
consumes  the  rest  of  my  career."  Oh,  well,  it  could  be 
worse  for  Judge  Edelstein.  The  case  that  may  consume 
the  rest  of  his  career  is  no  routine  one.  The  Justice  De- 
partment's antitrust  case  against  International  Business 
Machines  Corp.  could  well  lead  to  one  of  the  most  sig- 
nificant decisions  in  antitrust  history.  At  issue  is  the  an- 
cient, unsolved  American  dilemma:  How  do  we  square 
our  prejudice  against  big  business— against  concentration 
of  power— with  our  desire  for  the  technology  and  the  econ- 
omies of  scale  that  only  a  giant  company  can  achieve 
in  a  field  like  electronic  data  processing?  At  any  rate. 
Judge  Edelstein  had  better  not  count  on  early  retirement; 
the  case  could  easily  drag  on  into  the  1980s. 

What  of  IBM  in  the  intervening  years?  Will  the  com- 
pany be  paralyzed,  held  back,  while  this  momentous  issue 
hangs  in  the  balance?  Will  it  hold  its  competitive  fire  lest 
it  give  ammunition  to  its  legal  enemies? 

The  answer  is:  Absolutely  not.  Foreseeing  a  growth  rate 
of  between  12%  and  15%  per  year,  IBM  is  launched  on  a 
path  that  will  give  it  $40  billion  a  year  in  revenues  by  the 
mid-Eighties.  In  spite  of  the  legal  problems,  there  is  vir- 
tually nothing  that  can  stop  it.  If  anything  is  certain  in  this 
world,  it  is  IBM's  continued  success. 

IBM  got  where  it  is  through  sheer  good  management; 
that  is,  it  got  big  because  it  was  good  rather  than  the 
other  way  around.  That  the  company  did  its  share  of  dirty 
tricks  is  beyond  doubt.  Some  have  come  out  in  court  suits 
and  more  will  in  new  ones.  But  dirty  tricks  don't  pro- 
duce a  record  of  achievement  such  as  IBM  has:  25  con- 
secutive years  of  rising  earnings  per  share. 

When  Thomas  J.   Watson  Sr.   took  control  of  IBM   in 


1914,  its  sales  were  only  $4  million.  As  recently  as  the  end 
of  World  War  II,  IBM  ranked  only  94th  among  the  100 
largest  U.S.  industrials  in  assets;  this  year  it  was  sixth. 

IBM  has  been  able  to  grow  the  way  it  has,  in  part 
because  its  managers  had  the  discipline  not  to  sacrifice 
profitability  to  get  volume— sheer  size.  From  the  time  it 
was  a  small  company,  IBM  has  been  exceptionally  prof- 
itable. Last  year,  by  Forbes'  reckoning,  it  earned  just  a 
shade  short  of  20%  on  its  stockholders'  equity— a  fabulous 
figure  for  a  company  IBM's  size.  But  the  figure  becomes 
even  more  impressive  if  you  take  out  IBM's  huge  cash 
hoard  (plus  the  money  it  earned  on  it)  and  look  at  the 
money  actually  deployed  in  the  business. 

BM's  return  on  equity  capital  employed  in 
the  business  goes  to  28.5%!  And  all  this  vsdth 
virtually  no  leverage  from  borrowed  money; 
IBM's  debt  is  relatively  insignificant. 

Compare  this  with  Xerox,  another  big,  fast- 
growth  technology  company.  Xerox  is  highly 
leveraged,  and  yet  its  aftertax  return  on  equity 
—cash  not  counted— is  just  21.9%.  Between  the 
two,  there  isn't  much  contest:  IBM  is  by  far 
the  more  profitable.  In  dollars,  IBM  is  already  the  third 
most  profitable  company— after  American  Telephone  & 
Telegraph  and  Exxon;  in  a  decade  it  should  become  the 
most  profitable  company  in  the  world. 

Its  combination  of  technological,  managerial  and  capital 
strengths  makes  IBM  a  very  tough  competitor.  It's  not 
surprising,  then,  that  its  principal  adversaries  are  not  so 
much  other  companies  as  governments  seeking  to  slow 
down  this  formidable  machine.  The  Justice  Department, 
of  course,  is  suing  to  break  IBM  into  several  competing 
companies.  The  British,  French,  German  and  Japanese  gov- 
eniments,  in  their  turns,  are  putting  all  the  roadblocks 
they  possibly  can  in  its  path  to  protect  their  own  sub- 
sidized national  computer  companies. 

Yet  as  tempting  a  target  as  IBM  is,  nobody  wants  to 
hit  it  too  hard;  the  tough  fact  is  that  everybody  needs 
IBM  for  its  technology  and  for  its  hum;«n  and  capital  re- 
sources. Governments  may  slow  down  IBM.  They  are  un- 
likely to  stop  it. 

Let  us  examine,  one  by  one,  the  possible  obstacles  to 
IBM's  continued  success. 

The  Justice  Department  suit  against  IBM,  which  start- 
ed in  January  1969,  is  the  biggest  in  U.S.  history  and  the 
most  important  since  the  breakup  of  the  Standard  Oil 
trust  in  1911— ironically,  the  year  IBM  was  bom.  While 
80%  of  all  antitrust  cases  are  settled  by  consent  decree, 
IBM  says  that  in  this  case  Justice  has  shown  no  tendency 
to  seek  such  a  settlement;  it  is  out  for  blood.  Agrees  a 
Department  attorney:  "Our  stated  goal  is  to  break  them 
up  into  several  competing  pieces." 

Many  IBM  competitors  want  to  see  IBM  weakened  but 
not  broken  up.  It  has  been  suggested,  for  example,  that 
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ii.'kl  be  required  to  use  some  of  its  cash  to  help  fi- 
■lipment  leases  for  competing  companies.  The 
t  with  breaking  up  a  (soon  to  be)  $16-billion 
v.'.jii.aiiy  into  even,  say,  five  parts,  is  that  each  of  the 
parts  would  be  bigger  than  any  outside  competitor.  The 
other  computer  companies  would  have  five  IBMs  to  con- 
tend with,  not  just  one.  "I'd  rather  be  in  the  tank  with 
one  whale  than  with  five  sharks,"  quips  a  competitor. 

William  C.  Norris,  the  tough  founder-boss  of  Control 
Data,  is  no  friend  of  IBM's.  But  he  is  against  breaking  it 
up.  Why,  he  asks,  .should  the  U.S.  deliberately  destroy 
the  machine  that  has  given  us  leadership  in  the  informa- 
tion processing  business?  Why  should  we  help  foreign 
governments  do  the  job? 

ut,  Norris  says,  "If  the  Justice  Department 
will  just  use  some  good  judgment,  some 
benefit  may  come  out  of  their  suit."  By 
this,  he  doesn't  mean  dismemberment.  He 
means,  as  he  puts  it,  "to  constrain  IBM 
rather  than  break  it  up."  Norris  goes  on: 
"You  have  to  face  reality  and  reality 
is,  they  have  the  computer  systems  busi- 
ness of  the  world.  They've  got  it.  Okay. 
Recognize  that  and  leave  it  with  them.  Constrain  them  in 
other  respects.  Keep  them  unbundled  [make  them  price 
their  products  and  services  separately]  so  that  small  com- 
panies can  live.  Have  them  disclose  their  specifications 
enough  in  advance  so  these  smaller  competitors  can  in- 
troduce products  compatible  with  IBM  systems." 

Is  the  Justice  Department  listening  to  arguments  like 
this?  Maybe  not.  But  the  courts  may  be.  And  whoever 
is  President  after  1980  may  listen.  But  even  if  the  Justice 
Department  prevails,  which  it  may  well  do,  its  victory 
is  at  least  a  half-decade  away.  IBM  will  have  reached 
imposing  new  heights  by  then. 

Fighting  the  Government  is  immensely  costly  for  IBM, 
which  has  delegated  the  legal  task  to  the  brilliant  Nicho- 
las deB.  Katzenbach,  IBM  general  counsel  and  Deputy 
Attorney  General  during  the  Kennedy  Administration.  For 
a  smaller  company,  the  expense  might  be  crushing.  But 
IBM  can  afford  it.  While  Katzenbach  keeps  the  Feds  at 
bay,  IBM  is  set  on  a  course  that  may  make  the  Gov- 
ernment's case  obsolete  by  the  time  it  finally  comes 
to  trial. 

Monopoly?  The  fact  is  that  IBM  faces  more  significant 
competition  than  it  has  ever  had  in  its  history.  Even  in 
the  mainframe  computer  business,  there  are  three  recent 


new  entries:  Cray  Research,  Japanese-backed  Amdahl  and 
last  month  Itel  Corp.  Today's  competitors  are  sharper,  be- 
cause everyone  except  Honeywell  has  learned  you  can- 
not successfully  compete  head  on  with  IBM.  So  they 
find  a  niche  and  specialize,  some  copying  IBM  products 
at  a  lower  price,  others  offering  customers  real  improve- 
ments and  choice.  "We've  developed  our  overall  data  prod- 
ucts business  in  a  way  that  provides  the  minimum  risk 
with  respect  to  IBM,"  says  Peter  Redfield,  president  of 
Itel  Corp.,  which  just  launched  a  direct  replacement  for 
an  IBM  central  processor.  "We  are  well  aware  of  the 
risks  involved.  We've  survived  the  gauntlet  of  IBM  re- 
taliatory practices." 

Two  significant  industry  changes  are  encouraging  this 
increased  competition.  The  first  is  the  emergence  of  what 
is  known  as  distributed  processing.  In  the  old  early  com- 
puting days  of  the  Fifties  and  Sixties,  most  number  crunch- 
ing was  done  by  massive  central  processing  brains  that 
were  programmed  with  instructions  to  make  them  per- 
form various  functions.  Today  various  "intelligent"  ter- 
minals, which  can  themselves  be  programmed,  do  much 
of  the  data  work  before  they  communicate  and  interact 
with  the  big  central  brain.  In  fact,  in  many  cases  mini- 
computers   are    replacing    the   big   brains    completely.    In 
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minis,  IBM  will  probably  never  have  the  dominance  it 
won  in  the  big  machines. 

The  second  major  trend  is  that  IBM's  really  big  cus- 
tomers-like Ford  Motor,  for  example,  which  is  widely  imi- 
tated by  less  sophisticated  computer-users— have  nearly  all 
turned  to  mixed  computer  systems  of  many  vendors.  They 
analyze  each  new  replacement  or  addition  in  terms  of  re- 
turn on  investment.  They  are  quite  able  to  make  drastic 
changes.  "It  is  a  myth  that  IBM  has  a  stranglehold  on 
its  customers,"  says  Citibank  Vice  President  John  Gould. 
Citibank  is  tossing  out  all  its  big  computers,  IBM's 
among  them,  and  replacing  them  with  minis. 

And  so  in  the  real  world,  IBM  is  being  pushed  every- 
where by  specialists.  IBM  is  responding  by  announcing 
new  products  faster  than  ever  before— at  the  amazing  rate 
of  one  per  month.  But  it  is  no  longer  exclusively  IBM's 
ball  game. 

If  the  Government  could  prove  that  IBM  maximizes 
its  profits  by  holding  back  technology,  it  would  win  an 
important  point.  But  the  Government  will  be  hard  put 
to  do  so  in  the  light  of  IBM's  less-than-triumphant  ex- 
perience with  its  Future  Systems  project.  Future  Systems 
was  to  replace  System/ 370.  Documents  filed  in  the  Justice 


Department  suit  tell  us  what  IBM  was  trying  to  achieve 
in  order  to  launch  its  new  system.  • 

These  documents  tell  the  story  of  a  company  that  sim- 
ply does  not  control  its  industry  in  anything  like  a  monop- 
olistic way.  To  launch  Future  Systems,  IBM  needed  cus- 
tomers to  shift  to  a  larger  data  base  and  to  sharply  in- 
crease the  storage  capacity  on  their  systems.  Fine.  But 
most  customers  didn't  make  the  shift  on  schedule; 
they  showed  little  intention  of  replacing  their  older  ma- 
chines. IBM  simply  could  not  repeat  the  success  it  had 
with  the  System/ 360  in  1963  when  it  obsoleted  a  whole 
generation  of  computers,  its  own  as  well  as  its  competitors'. 

Future  Systems  was  expected  to  be  usable  by  ordinary 
people,  ahnost  as  easily  as  they  can  now  use  hand-held 
calculators  and  digital  watches;  trained  specialists  would 
not  be  required.  But  in  the  end  not  even  IBM  could 
create  the  needed  software.  After  spending  between  $30 
million  and  $50  million  trying  to  develop  the  software, 
IBM  had  to  admit  failure. 

In  the  light  of  all  this,  IBM  could  hardly  be  accused 
of  holding  back  technology.  Or  of  working  its  will  on  the 
marketplace*. 

In  many  ways,  the  marketplace  is,  instead,  working  its 
will  on  IBM.  The  company  is  sitting  with  over  $5  billion 
in  cash  and  marketable  securities.  Comforting  as  this 
is,  it  is  not  an  optimum  use  of  capital.  But  IBM  had  no 
choice.  Increasingly,  the  customers  decided  to  buy  equip- 
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meiit  rather  than  lease  it,  thus  vastly  reducing  IBM's  need 
for  internal  financing.  Excepting  some  certain  high-risk 
models,  IBM  would  prefer  to  lease;  the  customers  pre- 
ferred otherwise.  The  customers  won. 

But  before  you  rush  out  and  sell  IBM's  stock  short, 
remember  this:  IBM  is  now  strong  enough  to  continue 
prospering  without  controlling  or  even  trying  to  control 
the  marketplace. 

anagement  is  in  no  sense  pull- 
ing its  punches.  In  January  1973 
the  flamboyant  Vincent  Learson 
(General  Patton  to  his  admirers, 
"Attila  the  Hun"  to  his  detractors) 
was  followed  as  chief  executive 
by  the  courtly,  reflective  Frank  T. 
Gary— though  Learson  was  only  60. 
A  myth  grew  up  that  this  signaled 
a  less  competitive  stance  by  IBM.  The  tiger  was  going  to 
become  a  pussycat.  It's  true  that  Learson  played  rough. 
For  example,  a  legal  memo  reveals  that  he  suggested  a 
cut  in  prices  on  IBM's  memory  peripheral  equipment  and 
a  price  increase  in  mainframes  where  IBM  faced  less 
serious  competition. 

IBM  denies  Learson's  memo  was  approved.  But  price 
cuts  caused  Telex  stock  to  drop  80%,  drove  it  into  the 
red  and  produced  a  lawsuit  that  won  Telex  a  $250-million 
judgment  against  IBM.  Telex  finally  lost  on  appeal  and 
had  to  settle  because  it  had  received  stolen  IBM  trade 
secrets  and  faced  bankruptcy  from  an  IBM  countersuit. 
Even  so,  Learson's  toughness  had  cost  IBM  dearly,  pro- 
vided ammunition  to  its  foes  in  the  Justice  Department 
and  for  suits  by  several  other  competitors,  producing 
pending  liabilities  totaling  over  $4  billion. 

It's  wrong,  however,  to  assume  that  the  experience 
turned  IBM  into  a  pussycat.  Frank  Gary's  mild  demeanor 
is  deceptive;  it  is  a  product  of  superb  control  rather  than 
of  any  lack  of  dynamism.  There  is  every  evidence  that 
Gary,  in  his  own  way,  is  going  to  play  a  hard  game. 

In  explaining  why  he  thinks  IBM  stock  is  an  outstand- 
ing buy  today,  a  Boston  money  manager,  Arthur  D.  Bond 
Jr.,  senior  vice  president  of  Massachusetts  Investors 
Growth  Stock  Fund,  says:  "IBM  is  getting  aggressive  again. 
With  its  new  370-138  and  its  370-148  machines  it  has 
both  upgraded  performance  and  cut  prices."  In  short,  under 
Gary  IBM  is  less  aggressive  only  in  style  than  it  was 
under  Learson.  Says  Gary:  "You  don't  achieve  success  in 
the  marketplace  by  worrying  about  what  competitors  or 
the  Department  of  Justice  may  want  in  the  way  of  some 
future   solution   to   an   affirmative  verdict  for  them.    If  I 
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wasted  my  time  on  that  land  of  stuff,  the  stockhold- 
ers ought  to  fire  me." 

Gary  says  flatly  that  IBM  is  not  being  structured  so  it 
can  be  broken  up.  "If  you  try  to  organize  yourself  ac- 
cording to  what  you  think  someone  else  would  like," 
he  says,  "and  not  according  to  what  marketplace  and  com- 
petitive conditions  are,  it's  just  a  straight  road  to  disaster. 
The  most  important  thing  is  that  you  keep  yourself  very 
competitive.  You  must  earn  yoxir  way  every  day  and  ev- 
ery year.  You  can't  ride  on  your  old  reputation." 

Exclaims  Gary:  "How  in  the  world  can  you  be  a  gentle 
competitor?  We're  not.  You  must  compete  for  the  business 
that's  profitable  or  you  really  set  in  motion  the  seeds  of 
complete  disintegration.  I  don't  know  how  to  tell  a  sales 
force  that  you  only  want  to  have  a  market  share  of  25% 
or  something  of  that  kind.  There  isn't  any  way  to  moti- 
vate people  that  way.  You  tell  your  people  to  go  out 
and  do  their  best.  You  ask  your  engineers  to  design  the 
best  products  they  can." 

Gary  points  out  that  some  computer  companies  are 
much  stronger  than  ever  before— Burroughs,  Sperry  Rand, 
Digital  Equipment.  These  are  the  survivors  of  a  tough  war 
and  they  don't  quail  before  IBM. 

Having  failed  to  bring  in  Future  Systems,  Gary  feels 
there  is  no  way  to  bring  in  a  completely  new  system  again, 
as  happened  with  the  System/ 360  and  again  with  the 
370.  Now  all  new  parts  of  new  systems  have  to  be  build- 
ing blocks  and  fitted  in  with  existing  old  systems.  This 
means  competition  for  each  building  block. 

About  one  thing  Gary  was  insistent.  Don't  label  Future 
Systems  an  Edsel.  Attempting  to  create  it  has  made  IBM 
a  technological  treasure  house  and  much  of  that  research 
and  development  has  not  been  lost  forever.  Products  and 
improvements  will  gradually  drift  in  imtil  someday  users 
will  look  around  and  the  systems  that  came  on  stream 
in  bits  and  pieces  will  do  the  things  Futvure  Systems  was 
supposed  to  do. 

Thus  Gary  sees  IBM  as  growing,  not  at  the  expense 
of  competitors,  but  because  it  is  the  best  and  biggest  com- 
pany in  a  market  that  has  only  begun  to  expand.  Tech- 
nology is  moving  so  fast  that  it  is  lowering  the  cost  of 
information  processing;  this,  of  course,  is  what  caused 
growth  in  the  past.  As  the  cost  comes  down,  you  expand 
the  uses  of  it— create  new  applications.  Gomputers  on 
chips  are  a  big  part  of  these  cost  reductions. 

Also  very  fundamental  is  that  the  cost  of  everything 
else  is  going  up,  especially  labor,  as  the  cost  of  data  proc- 


essing goes  down.  This  should  stimulate  the  growth  of 
data  processing  abroad.  With  half  of  its  revenues  from 
IBM  World  Trade,  IBM  will  be  a  major  beneficiary  of  this. 

Finally,  Gary  points  to  what  he  calls  the  "ingenuity  fac- 
tor." As  costs  go  down,  everyone  is  finding  new  ways  to 
add  functions  by  making  data  processing  easier  to  use. 
Terminals  are  appearing  everywhere.  At  the  supermarket 
checkout  stand,  at  automatic  bank  cash-dispensing  ma- 
chines. Gomputers  are  in  the  1977  General  Motors  Olds- 
mobile  models,  monitoring  engine  performance. 

Some  of  the  areas  where  IBM  will  push  are  easy  to 
figure.  One  is  the  electronic  ofiice,  which  IBM  already  sur- 
rounds with  dictating  machines,  with  90%  of  the  heavy- 
duty  electric  typewriter  business  and  10%  of  the  copier 
market.  Other  growth  markets  are  factory  automation,  pro- 
grammed education,  medicine,  minicomputers,  time-shar- 
ing (which  IBM  abandoned  in  the  U.S.  in  settiement  of 
Gontrol  Data's  suit,  but  which  it  may  reenter  in  1979 ) . 

As  the  new  terminals  flood  out,  they  will  almost  create 
their  own  new  markets.  There  wdll  be  some  big  ones 
no  one  can  pinpoint  today.  A  single  example:  Access  to 
new  data,  such  as  using  your  TV  set  to  display  an  elec- 
tronically transmitted  newspaper  and  pushing  a  button  if 
you  want  a  copy  of  a  page,  in  itself  creates  new  uses. 

Gompetition?  IBM  is  gearing  up  for  the  toughest  com- 
petition of  all— with  AT&T.  At  the  moment,  most  data 
transmission  is  done  over  telephone  wires.  For  voice,  this 
is  fine.  But  IBM  claims  it  is  slow  and  expensive  for  other 
uses.  IBM  wants  to  be  able  to  set  up  its  own  satellite- 
transmission  system— in  partnership  with  Gomsat  and  Aet- 
na. By  dispensing  with  costly  wires,  IBM  would  hope  to 
hasten  the  day  when  things  like  letters  and  newspapers 
are  transmitted  electronically.  This  is  a  tremendous  chal- 
lenge, and  aside  from  AT&'T,  probably  only  IBM  has  the 
resources  for  it.  Significantly,  Gontrol  Data's  Norris  is  all 
for  letting  IBM  get  into  the  satellite  communications  busi- 
ness. He  feels  it  would  open  vast  new  markets  for  his  own 
and  other  computer  companies.  Norris  would  be  content 
to  let  IBM  get  a  piece  of  such  new  markets  as  long  as  his 
company  gets  a  crack,  too.  AT&T,  of  course,  would  like  to 
continue  dominating  the  transmission  business. 

And  so,  with  lawyer  Katzenbach  protecting  its  legal 
flank,  IBM  moves  forward  on  all  fronts,  a  superbly  trained 
and  equipped  machine,  almost  impossible  to  stop.  The 
threat  to  the  flank  is  serious  enough,  but  it  won't  stop 
IBM's  probably  inexorable  progress  toward  becoming  a 
$40-billion  corporation.   ■ 
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Avco: 

Back  From  The  Brink 

In  conglomerating^  Avco  made  just  about  every 
mistake  in  the  book.  Correcting  the  mistakes  has 
been  a  lot  harder  than  making  them  in  the  first  place. 


It's  a  lot  easier  to  buy  a  company 
than  to  run  one.  Just  ask  James  R. 
Kerr,  Avco  Corp's  59-year-old  chair- 
man. A  beefy,  heavy-smoking  former 
Air  Force  colonel,  Jim  Kerr  is  a  top- 
notch  operating  man,  but  in  the  late 
Sixties  and  early  Seventies,  he  found 
himself  running  a  wide  range  of  busi- 
nesses in  which  he  had  no  real  ex- 
perience. Avco  had  always  been  a  con- 
glomerate, but  in  the  late  Sixties  it 
went  wild.  To  its  farm  equipment,  air- 
craft products,  broadcasting  and  mon- 
eylending  operations,  it  added  a  whole 
grab  bag  of  land  development,  insur- 
ance, motion  picture  and  credit  card 
businesses.  All  were  fashionable  ven- 
tures by  the  criteria  of  the  times. 
But  none  made  much  sense  for  Avco. 

The  result  was  disaster.  Common 
dividends  were  suspended  in  1970. 
Avco  ended  up  with  more  debt  than 
equity  capital  and  landed  $43  mil- 
lion in  the  red  in  1973  and  1974.  Its 
stock,  which  sold  as  high  as  49  in  the 
heyday  of  conglomeration,  sank  to  2 
in   1974.   Avco  was  in  deep  trouble. 

Faced  with  disaster,  Avco's  board 
kicked  Chairman  Kendrick  R.  Wilson* 
Jr.  upstairs  in  1974,  giving  him  the 
largely  ceremonial  title  of  vice  chair- 
man. Executive  Committee  Chairman 
John  R.  Gosnell  also  stepped  out  of 
active  management.  Gosnell  and  Wil- 
son had  been  the  architects  of  Avco's 
acquisition  plan— if  it  could  be  called 


a  plan.  However,  Kerr,  the  operating 
man,  was  promoted  to  chairman. 

In  the  past  two  years,  Kerr  has  led 
Avco  in  a  strong  comeback.  For  the 
fiscal  year  ending  Nov.  30,  Avco  will 
report  earnings  of  about  $60  million 
from  continuing  operations,  up  from 
$32  million  in  1975.  After  preferred 
dividends,  this  comes  to  $3.90  a  com- 
mon share.  Avco's  total  earnings,  in- 
cluding tax-loss  credits  and  income 
from  discontinued  operations,  will  top 
$100  million  on  revenues  of  about 
$1.4  billion. 

Hook,  Line  And  Sinker 

Kerr  himself  is  willing  to  shoulder 
the  blame  for  the  mess  he  had  to  clean 
up.  "Most  of  the  problems  we  got  into 
were  the  result  of  my  own  idiocy,"  he 
says.  In  fact,  however,  it  was  Gos- 
nell and  Wilson  who  took  the  leading 
role  in  making  acquisitions— hence  the 
board's  action  in  sparing  Kerr  while 
demoting  his  two  principal  colleagues. 

In  retrospect,  Avco's  later  ventures 
were  sheer  folly.  Avco  Community  De- 
velopers, its  residential  real  estate 
company,  bought  the  big  Rancho 
Bernardo  and  Laguna  Niguel  de- 
velopments in  California  just  in  time 
to  get  caught  in  a  competitive  traffic 
jam.  Stuck  with  a  huge  inventory 
of  finished  houses,  Kerr  had  to  cut 
prices  to  sell  them  before  taxes  and 
interest  costs  put  him  under. 


Avco  went  hook,  line  and  sinker 
for  the  movie  business,  and  particu- 
larly for  Joseph  E.  Levine's  Embassy 
Pictures.  Embassy  was  a  red-hot  prop- 
erty when  Avco  bought  it  in  1968, 
just  as  it  was  scoring  a  smash  hit  with 
the  film  The  Graduate.  But  Levine 
the  corporate  executive  turned  out  to 
be  a  different  man  than  Levine  the 
swashbuckling  entrepreneur.  Avco  fi- 
nally stopped  producing  movies  alto- 
gether and  Levine  is  now  making  films 
on  his  own. 

In  acquiring  Carte  Blanche,  the 
credit  card  company,  Avco  had 
dreams  of  imitating  American  Ex- 
press' success  in  travelers  checks. 
But  it  never  came  to  pass— for  lack  of 
capital,  Kerr  says— and  Avco  was 
stuck  with  a  third-rate  credit  card  op- 
eration, well  behind  American  Ex- 
press, and  Diners  Club,  just  as  the 
bank  cards.  Master  Charge  and  Bank- 
Americard,  were  hitting  full  stride. 

In  1967  Avco  engineered  a  deal  for 
Paul  Revere  Corp.,  a  Massachusetts 
insurance  outfit,  that  made  Paul  Re- 
vere's  controlling  stockholder,  the  Har- 
rington family,  Avco's  largest  stock- 
holder. In  the  complex  merger,  Avco's 
common  shrank  by  30%,  but  it  was  also 
saddled  with  a  new  preferred  stock. 
Later  on,  when  it  plunged  into  the 
red,  Avco  learned  the  old  lesson  about 
leverage  being  a  two-edged  sword. 
The  preferred  dividend  had  to  be  sus- 
pended, piling  up  arrearages  that  re- 
main unpaid  today. 

Moreover,  Revere's  oversized  book 
of     accident     and    health     insurance 


Bargain  Time.  When  Avco  had  to  trim 
ship,  unsold  homes  at  Laguna  Niguel  in 
California,  now  worth  $100,000,  went 
for  as  little  as  $40,000  to  $50,000. 
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It  may  come  as  a  surprise  to  you  that  the  Republic  of  Ireland's 
domestic  market  is  bigger  than  the  U.S.  domestic  market.  The 
explanation  is  simple  :  Ireland  is  a  member  of  Europe's  Common 
Market,  with  tariff-free  access  to  over  260  milUon  consumers. 

This  fact,  however,  only  partly  explains  why  a  growing  number 
of  overseas  companies  are  choosing  the  Republic  as  their 
manufacturing  base  within  the  market.  The  full  answer  lies  in  a 
key  pohcy  of  our  government,  which  has  led  to  Ireland  becoming 
the  Market's  fastest-growing  manufacturing  location. 

Only  a  short  time  ago,  you  would  have  been  right  to  think  of 
Ireland  as  an  agricultural  economy,  with  low  exports  and  high 
emigration.  We  have  halted  emigration,  boosted  exports  to  a 
third  of  our  GNP,  and  today  more  people  are  employed  in 
industry  than  in  agriculture.  This  has  been  achieved  through  an 
all-out  commitment  to  industrial  growth  by  business,  labor  and 


successive  governments.  Our  natural  advantages  of  abundant 
power,  space  and  water,  and  an  enthusiastic  English-speaking 
work-force,  have  been  reinforced  by  the  most  effective  package 
of  industrial  incentives  in  Europe. 

Overseas  companies  locating  in  Ireland  enjoy,  for  example,- 
non-repayable  government  grants  for  sites,  factories,  machinery 
lease  or  purchase  ;  free  worker  training  ;  no  tax  on  export  profits 
until  1990,  and  free  repatriation  of  capital  and  profits. 

To  date,  over  600  companies  from  19  nations  have  located 
here  -  including  over  180  American  enterprises.  In  the  last 
decade  they  have  helped  double  our  GNP  and  quadruple  our 
total  exports,  and  increase  our  key  manufactured  exports  an 
impressive  ninefold  in  value. 

When  you  are  considering  an  expansion  in  the  Common 
Market,  consult  the  Irish  Government's  one-stop  development 
service  -  the  Industrial  Development  Authority.  It  can  give  you  a 
prompt,  detailed  assessment  of  your  company's  ehgibility  and 
the  degree  of  financial  support  your  company's  project  can 
obtain  iij  the  Republic. 

THE  REPUBUC  OF  IREUIND-  YOUR  PLACE  IN  THE  COMMON  MARKET. 

Contact  Industrial  Development  Authority-Ireland  at : 
200  Park  Avenue,  NEW  YORK,  NY  10017/(212)  972-1000;  1  East 
Wacker  Drive,  CHICAGO,  IL  60601/(312)  644-7476:  Suite  2065, 
1100  Milam  Building,  HOUSTON,  TX  77002/(713)  658-0055;  515 
South  Flower  Street,  LOS  ANGELES,  CA  90071/(213)  624-1024. 

Overseas  offices  also  in  Toronto,  Tokyo,  Sydney,  Brussels, 
Paris,  London,  Cologne,  Stuttgart,  Copenhagen,  Amsterdam  and 
Milan. 


This  announcement  is  published  by  IDA  Ireland,  200  Park  Avenue,  New  York,  10017,  which  is 
registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government 
of  Ireland  This  material  is  hied  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  mspection.  Registration  does  not  indicate  approval  of  the  contents 
by  the  United  States  Government. 


proved  highly  vuhierable  to  the  in- 
flation of  the  Seventies.  Claims  costs 
rose  and  profits  dipped.  Even  more 
Iroublesome  was  its  investment  port- 
folio. PRC  was  a  pioneer  among  the 
insurance  companies  who  used  to  in- 
sist on  an  "equity  kicker"  along  with 
the  piu-chase  of  a  company's  debt 
securities.  That  was  fine  when  t!he 
stock  market  and  the  new-issues  mar- 
ket were  booming.  PRC  made  a  lot  of 
money  from  equity  kickers  in  Mc- 
Donald's, Recognition  Equipment  and 
oven  Equity  Funding  (it  got  out  in 
time).  But  when  the  market  went  in- 
to its  long  slump  in  the  Seventies,  the 
kickers  kicked  back  and  Avco  rolled 
up  huge  investment  losses. 

Avco  also  got  burned  on  its  invest- 
ment in  a  company  called  Cartridge 
Television  Inc.  CTI  was  a  company 
that  came  along  before  its  time.  It 
specialized  in  equipment  for  viewing 
videotape  cassettes  over  home  TV, 
but  it  could  never  get  the  price  down 
to  a  salable  level.  The  company  went 
belly  up  in  1973  and  Avco,  in  its 
biggest  loss  ctf  all,  had  to  take  a 
$48-million  write-ofiF. 

As  Avco  was  busy  acquiring,  and 
mopping  up  after  its  acquiring,  some 
of  its  previously  profitable  existing 
businesses  took  their  lumps.  Its  New 
Idea  farm  equipment  division  dipped 


into  the  red  at  one  point.  So  did  its 
military  aircraft  operations,  thanks  to 
declining  helicopter  engine  sales  after 
the  Vietnam  war.  Its  commercial  air- 
craft division,  whose  chief  product  is 
wings  for  Lockheed's  L-1011  jetliner, 
barely  managed  to  stay  in  the  black. 
It  was  a  messy  task  confronting 
Jim  Kerr  when  he  took  full  charge  of 
the  company  in  1974.  There  were 
some  hopeless  losers  and  only  limited 
help  from  Avco's  normally  profitable 
but  now  recession-hit  businesses.  Why 
not  shuck  ofi^  the  losers  and  keep  the 
winners?  Easier  said  than  done.  Who 
wanted  to  take  Avco  Community  De- 
velopers, Avco  Embassy  Pictures  or 
Carte  Blanche  oflF  Avco's  hands?  The 
answer  was:  nobody.  So  Kerr,  in  or- 
der to  slim  down  debt  and  resume 
the  preferred  dividends,  sold  ofi^  one 
of  its  better  businesses— Avco  Broad- 
casting. It  was  earning  a  healthy  $6 
million  a  year  against  a  book  value  of 
$30  million,  but  it  brought  a  badly 
needed  $100  million. 

Mopping  Up 

Then  Kerr  rolled  up  his  sleeves.  He 
took  direct  command  of  two  opera- 
tions—Avco  Community  Developers 
and  the  insurance  company  investment 
portfolios.  The  rest  he  handed  to  60- 
year-old  George  L.  Hogeman,  who 
was  made  president  in  1974.  Operat- 
ing as  a  team,  Kerr  and  Hogeman, 
the  former  head  of  Paul  Revere  Life, 
are  rarely  out  of  touch.  "George  and  I 
almost  live  together,"  Kerr  says. 

They've  obviously  done  well,  judg- 
ing from  the  strong  earnings  turn- 
around. Avco's  debt,  which  peaked 
at  $650  million  in  1972,  is  now  down 
to  $447  million.  "We've  written  the 
word  leverage  out  of  our  vocabulary," 
says  Kerr.  Tlie  preferred  dividend  has 
been  resumed  on  a  current  basis,  and 
Kerr  has  trimmed  the  arrearage  from 
$29  milUon  to  $20  million  through 
an  exchange  of  debentures  for  pre- 
ferred shares.  He  hints  that  the  ar- 
rearage might  finally  be  paid  off  next 
year,  clearing  the  way  for  a  resump- 
tion of  common  dividends.  He  also 
suggests  that  some  $40  million  in  post- 
poned interest  and  principal  pay- 
ments on  the  debt  of  Avco  Commu- 
nity Developers  will  be  gone  well  be- 
fore the  February  1978  deadline. 

Kerr  has  now  worked  most  of  the 
losses  out  of  the  insurance  company 
investment  portfolios.  The  highflyers 
of  yesteryear  have  been  replaced  with 
conservative  securities.  Carte  Blanche, 
which  wound  up  with   a   bushel  of 


Deadweight.  As  long  as  California 
\     law  restricts  development,  this  coastal 
land  at  Laguna  NIguel  will  continue 
to  be  a  drag  on  Avco  profits. 
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bad  accounts  in  its  attempt  to  keep 
up  with  the  growth  of  other  credit 
cards,  has  been  pruned  back  and  is 
now  in  the  black.  "Carte  Blanche  will 
never  make  a  good  return  on  invest- 
ment," says  Kerr,  "but  at  least  it  isn't 
a  bleeding  cancer  anymore." 

There  are,  as  Kerr  puts  it,  "two 
real  turkeys  left."  One  is  Avco  Com- 
munity Developers.  ACD  has  more 
than  halved  its  losses  this  year,  thanks 
to*  the  earlier  cut-rate  reduction  of  its 
inventory  of  unsold  homes.  But  it 
faces  a  big  problem  in  the  California 
law  that  has  prevented  it  from  de- 
veloping 500  acres  of  coastal  land  at 
Laguna  Niguel.  Arguing  that  it  had 
invested  $7.5  million  in  the  property 
before  the  law  took  effect  in  1973, 
and  that  it  should  therefore  be  allowed 
to  go  on,  ACD  lost  the  most  recent 
legal  round  in  the  California  Supreme 
Court.  Kerr  has  decided  to  appeal  to 
the  U.S.  Supreme  Court.  "It's  unfair 
that  we  can't  develop  a  property  on 
which  we  must  pay  taxes  and  inter- 
est," he  says. 

The  other  remaining  "turkey"  is 
Avco  Embassy.  Film  production  was 
stopped  in  1973.  Now  the  company  is 
distributing  films  for  independent  pro- 
ducers and  trying  to  syndicate  its  own 
library  of  330  films  for  TV  viewing. 
The  distribution  business  is  proceed- 
ing slowly,  at  a  small  profit.  But  the 
film-syndication  business  is  losing 
money  on  the  books  because  Avco 
charges  Embassy  interest  on  its  invest- 
ment in  its  library.  "Avco  Embassy 
is  a  cash-flow  producer,"  says  Kerr, 
"but  the  crossover  to  profitability  is 
a  long  way  out." 

So  where  is  Avco  getting  its  big 
earnings  push  these  days?  Mainly  from 
businesses  it  owned  before  hitting  the 
acquisition  trail  in  the  late  Sixties.  Its 
financial-service  businesses,  led  by 
Avco  Financial  Services,  a  big  con- 
sumer finance  company,  showed  a 
31%  increase  in  earnings  on  only  a 
9%  increase  in  revenues  during  the 
nine  months  through  Aug.  31.  Its 
manufacturing  businesses  are  doing 
even  better.  Helped  by  the  improved 
economy  in  1976,  as  well  as  by  in- 
creasing sales  of  commercial  helicop- 
ter engines  and  farm  equipment,  they 
lifted  their  profits  by  89%  during  the 
nine  months  through  Aug.  31. 

At  a  recent  13,  Avco  stock  has 
come  back  a  good  way  from  the  bot- 
tom in  1975.  Yet,  based  on  this  year's 
earnings  from  continuing  operations,  it 
still  sells  at  only  about  half  of  book 
value  and  at  a  price/ earnings  ratio 
of  three.  All  this  undoubtedly  reflects 
Avcx>'s  still  tangled  capitalization  and 
its  remaining  troubled  basincsses.  The 
company  had  a  close  call— and  so  did 
Jim  Kerr.  It  will  take  a  bit  longer 
to  clean  up  the  mess.  ■ 
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Everybody  Loves 
Ginnie  Mae! 


Ginnie  Mae  is  tapping  vast  new  sources  of  capital  for 
housing.  It  is  a  bonanza  for  the  investment  business. 


"Last  month  the  Ginnie  Mae  [Gov- 
ernment National  Mortgage  Associa- 
tion] securities  market  had  two  trad- 
ing days  when  volume  approached, 
if  not  exceeded,  $1  billion  a  day," 
Thomas  Riordan,  head  of  Merrill 
Lynch's  Ginnie  Mae  trading  opera- 
tions, said  gleefully  to  a  Forbes  re- 
porter. To  put  that  in  perspective,  it 
is  the  dollar  equivalent  of  a  20-mil- 
lion-share  day  on  the  New  York  Stock 
Exchange.  Riordan,  somewhat  awed 
himself,  remembers  that  "Less  than 
18  months  ago  Ginnie  Mae  trading 
volume  was  averaging  a  little  over 
$100  million  a  day."  He  adds,  "In  re- 
cent months  GNMA  trading  voltune 
has  been  running  on  either  side  of 
$500  million  a  day." 

Those  are  incredible  figures  for  a 
security  that  didn't  even  exist  seven 
years  ago.  Yet  today  nearly  $30  bil- 
hon  is  outstanding  in  Ginnie  Mae 
mortgage-backed  securities,  and  new 
issues  are  being  generated  at  a  rate 
of  about  $1  billion  a  month— half  the 
rate  of  the  entire  corporate  bond  mar- 
ket. In  efiFect,  a  major  capital  market 
has  been  opened  up  to  provide  li- 
quidity and  capital  to  the  housing 
industry. 

GNMA  securities  are  backed  by 
Federal  Housing  Authority  and  Vet- 
erans Administration  mortgages  and 
guaranteed  by  the  GNMA  for  timely 
payment  of  principal  and  interest. 
The  Ginnie  Maes  came  of  age  too 
late  to  help  save  housing  from  one  of 
its  biggest'  busts  in  decades.  But  as 
Chairman  7esse  Hay  of  Dallas  mort- 
gage banker  Lomas  &  Nettleton  puts 
it,  "If  it  weren't  for  GNMA,  the  sin- 
gle-family housing  and  mortgage  mar- 
kets would  have  been  even  more  dev- 
astated and  slower  to  recover." 

Hay  might  have  added  that  the 
mortgage  banking  industry  and  a  few 
dozen  Wall  Street  firms  would  be  a 
lot  poorer  but  for  the  blossoming  of 
this  hybrid  security  that  combines  the 
best  features  of  mortgages  and  gov- 
ernment bonds— that  is,  cash  flow  each 
month  and  guaranteed  safety  of  prin- 
cipal and  interest. 


GNMA  was  created  in  1968  under 
the  Housing  Act  as  a  successor  to 
the  Federal  National  Mortgage  As- 
sociation. Fannie  Mae  gave  up  its 
government  purchase  and  liquidity 
function  and  became  a  private  cor- 
poration that  buys  mostly  convention- 
al mortgages  when  money  is  tight  and 
sells  them  when  credit  is  easy. 

GNMA  has  three  major  functions. 
The  first  is  to  aid  the  housing  market 
through  commitments  to  mortgage 
lenders  when  money  is  tight.  Since 
the  early  1970s  GNMA  has  issued,  tm- 
der  the  traditional  special  assistance 
plan,  $22.4  billion  in  commitments  and 
financed    659,000    FHA    multifamily 


money  out  of  banks  and  savings  & 
loans  and  using  the  money  to  buy. 
higher  yielding  Treasury  and  tax-ex- 
empt bonds.  This  was  drying  up 
the  flow  of  mortgage  money.  But  it 
also  raised  mortgage  rates.  Yields  on 
GNMA  securities  were  running  almost 
a  full  percentage  point  above  yields 
on  corporate  bonds,  and  institutional 
buyers  jumped  in  with  both  feet. 

The  new  institutional  buyers  are 
still  there,  kept  by  yields  that  remain 
competitive  with  those  on  corporates. 
The  savings  institutions,  the  tradition- 
al buyers  of  GNMA  securities,  now 
take  only  about  40%  to  45%  of  the 
agency's  new  issues,  vs.  neai'ly  70% 
three  years  ago;  they  are  now  lending 
directly  to  the  mortgage  market  and 
paying  down  debt  with  their  money. 
But  other  institutions  have  jumped 
into  the  breach,  including  pension 
funds,  bank  trust  departments  and  in- 
surance companies.  These  investors, 
plus  the  larger  amount  of  outstand- 
ing GNMA  securities,  have  given  the 
secondary  market  more  depth  and 
have  substantially  broadened  the  to- 


"Six  years  ago  [mortgage  bankers]  were  on  the  road, 
begging  the  big  eastern  banks  and  insurance 
companies  [for]  a  few  crumbs.  Today  they  sit  at 
their  desks  while  the  phone  rings  with  orders " 


"units  and  480,000  FHA  and  VA  sin- 
gle-family units.  In  1974's  credit 
crunch  Congress  enacted  the  Emer- 
gency Home  Purchase  Assistance  Act, 
under  which  GNMA  made  available 
some  $13  billion  in  further  commit- 
ments both  for  conventional  single- 
family  and  for  FHA-VA  mortgages  at 
below-market  rates  of  interest.  Re- 
sult: About  434,000  homes  are  being 
built  which,  at  the  least,  would  have 
been  deferred. 

Ginnie  Mae's  other  two  functions 
are  to  manage  the  $320-million  port- 
folio of  federally  owned  mortgages 
originally  generated  by  FN  MA  and 
to  administer  the  Government's  mort- 
gage-backed securities  program.  All 
told,  these  three  programs  lose  mon- 
ey—some $550  milhon  last  fiscal  year 
—but  Congress  makes  it  up  out  of 
federal  revenues. 

The  nonthrift  investing  institutions 
really  got  to  know  Ginnie  Mae  dur- 
ing the  bad  old  days  of  1973  and 
1974.  It  was  a  time  of  disintermedia- 
tion.     Small    investors    were    pulling 


tal  FHA-VA  mortgage  market. 

Says  GNMA  President  David  M. 
deWilde,  "In  the  last  three  years  the 
California  state  pension  funds  have 
become  big  buyers;  they  bought  over 
$1  bilhon  in  GNMA's  mortgage- 
backed  securities."  Says  James  Smith, 
loan  oflBcer  for  California's  Public  Em- 
ploye's Retirement  and  State  Teach- 
er's Retirement  Fund,  "We  have,  in 
addition,  very  sizable  direct  mortgage 
investments  in  FHA-VA  mortgages." 

GNMA's  appeal.  Smith  adds,  is 
more  than  just  the  attractive  yields, 
safety  and  hquidity:  "What's  more, 
we  like  the  monthly  payment  of  prin- 
cipal and  interest,  not  because  we 
need  it  badly,  but  because  the  com- 
pounding effect  of  monthly  reinvest- 
ment of  those  funds  adds  significant- 
ly to  your  overall  return."  He  is  re- 
ferring to  the  modified  "pass-through" 
nature  of  Ginnie  Mae  securities.  When 
a  homeowner  makes  a  mortgage  pay- 
ment, it  includes  both  interest  and 
part  repayment  of  capital.  The  Gin- 
nie Mae  holder  receives— it  is  passed 
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through  to  him— his  share  of  the  full 
pLi>'inent,  with  the  result  that  he  gets 
part  of  his  principal  back  in  addition 
to  interest— and  he  gets  it  back  every 
month.  The  monthly  payment  means 
the  securit)'  holder  doesn't  have  to 
wait  as  long  for  his  interest  as  does 
the  holder  of  an  ordinary  bond.  With 
this  reinvestment  feature,  an  8% 
GNMA  issue  of  average  life  of  11  years 
yields  16  basis  points  more  than  an 
8%  bond  paying  interest  semiannually. 

If  institutions  like  to  buy  GNMA  se- 
curities, Wall  Street  and  the  mort- 
gage bankers  love  to  sell  them  even 
more.  They  are  issued  when  a  mort- 
gage banker  brings  to  GNMA  a  group 
of  FHA-VA  mortgages  under  his  con- 
trol and  asks  GNMA  to  guarantee  the 
issue.  What  GNMA  does  is  to  put  the 
Government's  stamp  of  approval  on 
tlie  mortgages.  With  it,  you  have,  in 
effect,  a  government  security. 

Although  accounting  for  only  20% 
or  so  of  all  residential  mortgages, 
FHA-VA  ones  are  a  major  source  of 
financing  each  year.  Last  year  $15 
billion  worth  were  issued,  and  the  fig- 
ure could  top  $16  billion  in  1976. 
What  Ginnie  Mae  did  was  to  allow 
securities  firms  to  get  in  on  the  dis- 


tribution of  new  GNMA  issues.  New- 
issue  volume  is  important  because 
FHA-VA  issues  more  than  one  year  old 
can't  be  put  into  pass-throughs.  The 
Congress  wanted  new  capital  coming 
into  GNMAs  and  didn't  want  to  al- 
low holders  of  FHA-VA  mortgages 
to  use  GNMA  as  a  dumping  ground. 
But  new  volume  doesn't  appear  to  be 
too  much  of  a  problem  now. 

The  profit  from  selling  new  issues 
now  averages  a  seemingly  low  $3.75 
per  $1,000,  but  new-issue  volume  is 
growing  rapidly.  Moreover,  trading 
volume  in  existing  securities,  about 
2J2  times  new-issue  volume,  pro- 
duces one-fourth  to  one-eighth  point 
spreads.  Brokers  also  earn  money  on 
short-term  buying  and  selling  of 
GNMAs  for  others,  and  they  now  fi- 
nance mortgage  companies'  inventory 
positions  of  GNMAs  or  FHA-VA 
mortgage-pool  portfolios.  Moreover, 
commissions  can  be  earned  on  mort- 
gage futures  contracts  now  being 
traded  on  the  Chicago  Board  of 
Trade.  Some,  like  Merrill  Lynch,  via  a 
subsidiary,  act  as  advisers  and  sellers 
on  a  variety  of  GNMA  securities. 

All  told,  in  1976  underwriting  and 
trading  income  alone  will  gross  The 


Individual  Investors:  Who  Needs  'Em? 

Why  do  individual  investors  buy  di- 
rectly only  1%  of  GNMA  securities? 
Or  only  7%  to  8%,  e\'en  including 
borderline  "individual"  purchases  by 
bank  trust  departments  and  the  like? 

In  part,  says  GNMA's  deWilde, 
because  of  the  "concern  of  the  thrift 
institutions"  over  disintermediation  if 
GNMA  securities  were  offered  in 
handy  small  investor  packages  rather 
than  the  current  $25,000  minimums. 
But  the  bigger  reason  is  that,  at  least 
until  now.  Wall  Street  found  the  in- 
stitutions so  much  more  nourishing. 
Why  kill  yourself  making  dozens  of 
sales,  even  $25,000  ones,  when  you 
can  sell  $1  million  or  $5  million  worth 
to  an  institution  at  once  crack? 

But  that  may  be  changing.  "We 
.lie  now  getting  individuals  to  buy 
GNMAs  at  the  rate  of  $3  million  to 
%4  million  a  month,"  says  Wayne 
Walker  of  New  York's  Loeb  Rhoades, 
"and  by  next  year  we  expect  to  be 
running  closer  to  $10  million.  We've 
found  a  lot  of  people  near  retirement 
who  like  the  idea  of  a  monthly  check 
for  principal  and  interest.  These  are 
conservative  people  who  want  safety 
with  a  fairly  high  return.  You  get 
both  with  GNMA." 

Loeb  Rhoades'  next  move  will  be 
to  ofi^er  this  month  the  first  GNMA 
open-end  mutual  fund.  If  successful,  it 
could  start  a  stampede. 


DeWilde  of  Ginnie  Mae:  He's  now 
riding  herd  on  the  hottest 
security  to  come  along  in  years. 


Street  roughly  $75  milhon  in  business 
that  wasn't  even  around  in  1970,  and 
most  of  that  is  pure  profit.  Of  course, 
more  recent  entrants,  including  banks, 
are  eying  those  profits  and  moving 
into  GNMAs. 

Manna  From  Heaven 

To  the  mortgage  bankers,  Ginnie 
Mae  has  meant  even  more.  Says  David 
Ganis,  a  mortgage  specialist  at  Paine, 
<Webber,  Jackson  &  Curtis'  Chicago 
office,  "About  six  years  ago  these  guys 
[mortgage  bankers]  were  on  the  road, 
begging  the  big  eastern  banks  and 
insurance  companies,  hoping  to  be 
thrown  a  few  cnambs.  Today  the>'  sit 
at  their  desks  while  the  phone  rings 
with  orders  from  institutions.  All  they 
have  to  do  is  pool  a  package  of 
GNMA  securities  and  sell  them  to  the 
top  bidder." 

In  the  past,  when  he  originated  an 
FHA-VA  mortgage,  the  mortgage 
banker  took  some  of  the  risk;  but  now 
GNMA,  through  its  guarantee,  has 
assumed  all  ultimate  risk.  The  mort- 
gage banker  merely  needs  access  to 
enough  capital  to  keep  paying  the  ul- 
timate buyer  in  case  of  a  foreclosure 
—knowing  that  he  will  be  fully  reim- 
bursed by  GNMA. 

On  the  surface,  the  whole  GNMA 
operation  looks  good  for  all  in\'ol\'ed. 
Of  course,  it  has  cost  taxpayers,  most 
of  whom  haven't  and  won't  benefit 
from  GNMA's  operations,  $550  million 
in  subsidized  interest  and  loss  on  the 
sale  of  mortgages  below  cost.  Com- 
pared with  other  much  more  costly 
government  housing  program  schemes, 
it's  not  that  wasteful. 

There  are  some  questions  now  be- 
ing raised.  Senator  William  Prox- 
mire's  (Dem.,  Wis.)  Housing  sub- 
committee is  holding  oversight  hear- 
ings on  GNMA's  operations.  Senator 
Proxmire  claims  that  some  GNMA 
programs  haven't  been  aimed  enough 
at  lower  income  groups  and  that  it's 
pa>ing  too  much  for  mortgage  pools, 
charges  that  GNMA  denies  are  the 
ca.se.  A  General  Accounting  Office 
study  suggested  Wall  Street  makes  too 
much  money  off  GNMA  security  auc- 
tions. The  GAO  and  other  agencies 
are  preparing  analyses  of  GNMA's  sec- 
ondary market  operations  and  the  ba- 
sis for  the  various  fees  GNMA  pays. 

There  are  longer  range  questions 
as  well.  Wliat  impact  is  the  success 
of  the  GNMA  mortgage  market  hav- 
ing on  other  capital  markets,  like  the 
corporate  bond  market  with  which  it 
competes  for  investors?  After  all,  cor- 
porate borrowing  lacks  b(^th  govern- 
ment guarantee  and  subsidy. 

But  that's  of  little  current  concern 
to  prosperous  GNMA  dealers  and  to 
the  mortgage  bankers.  They're  riding 
a  winner  now.   ■ 
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The  First  200  Years 
Are  The  Hardest 

Alex.  Brown  &  Sons  was  thriving  when  Wall  Street  was  a 
muddy  lane.  That's  why  this  investment  house  isn't  panicked 
by  current  trifles  like  negotiated  commissions. 


Tradition.  Senior  partner  Ben  Gris- 
wold  is  a  sixth-generation  descendant 
of  his  firm's  trader-founder.  His  office 
(below)  still  flies  the  family  ensign. 


In  1800  Alexander  Brown,  a  well- 
fixed  linen  merchant,  left  Ireland  and 
set  up  shop  in  Baltimore.  Like  many 
early  traders,  Brown  quickly  moved 
into  banking  to  finance  his  own  deals. 
Selling  raw  cotton  and  importing  fin- 
ished goods  soon  became  a  prosper- 
ous business.  Baltimore  clippers  with 
the  red-and-white  Alex.  Brown  flag 
visited  ports  around  the  world.  Brown 


died  in  1834,  shortly  after  bankroll- 
ing the  Baltimore  &  Ohio  Railroad 
and  taking  an  inaugural  ride  behind 
its  steam  engine,  "The  Tom  Thumb." 
By  then  he  was  one  of  the  six  richest 
men  in  the  U.S.,  a  Mellon-Rockefel- 
ler-Getty of  his  time. 

Brown's  investment  banking  firm  is 
still  very  much  alive,  although  no 
longer  in  the  megabuck  category.  The 
family  colors  fly  above  its  downtown 
Baltimore  headquarters,  an  historic 
building  that  survived  the  city's  tragic 
1904  fire.  Well-bred  partners  work  at 
scarred  roUtop  desks  with  telequote 
machines  perched  incongruously  on 
top.  Through  wars,  panics,  depres- 
sions, natural  disasters— and  now  ne- 
gotiated commission  rates— the  busi- 
ness has  stayed  private,  profitable  and 
firmly  in  the  hands  of  Brown's  direct 
heirs.  "I  guess  the  most  unusual  thing 
about  us  is  the  fact  that  we  still  exist," 
explains  65-year-old  Benjamin  Gris- 
wold,  Alex.  Brown  &  Sons'  senior  part- 
ner and  a  sixth-generation  descendant 
of  the  founder. 

Griswold— who  has  two  sons  now 
with  the  firm— speaks  with  an  under- 
statement that  befits  old,  old  money. 
The  implication  is  that  there  is  more 
here  than  meets  the  eye,  and  this  is 
certainly  true.  Alex.  Brown's  balance 
sheet  is  a  standout  in  a  troubled  in- 
dustry. Net  worth  of  $24  million 
makes  Brown  the  best-capitalized  full- 
service  brokerage  firm  outside  of  New 
York  and  ranks  it  richer  than  such 
better  known  houses  as  Hornblower 
&  Weeks  and  Kuhn,  Loeb. 

"We  like  to  think  of  ourselves  as 
the  most  national  of  the  regional 
firms,"  says  managing  partner  Barton 
Harvey.  Not  being  a  member  of  the 
family,  he  can  boast  a  bit:  "We're  a 
major  in  municipal  bond  offerings; 
we're  the  only  firm  outside  Wall 
Street  that's  in  the  new  mezzanine 
bracket  of  corporate  underwritings. 
And  we  probably  do  90%  of  the  new 
issues  in  Baltimore- Washington." 

Being  a  conduit  for  capital,  of 
course,  depends  on  knowing  people 
who   have   or   control   large   pools   of 
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Transamerica 

Dividend  Increase 

Continues 

ISAfear  Record. 


On  September  16th  Transamerica's  Directors  increased  the  annual 
dividend  rate  on  Transamerica  common  stock  to  66C  per  share. 

This  action  marks  the  15th  consecutive  year  of  dividend  in- 
creases to  Transamerica  common  shareholders  who  have  main- 
tained their  investment. 

Since  1961  the  cash  payout  to  such  shareholders  has  increased 
more  than  140%.The  Corporation  is  committed  to  a  long-term  policy 
of  attempting  to  provide  regular  dividend  increases. 

Transamerica  has  paid  a  cash  dividend  on  its  common  stock 
continuously  since  1934. 
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^pTpansamemca 

600  Montgomery  Street,  San  Francisco,  CA  94111 


WHAT    IS    YOUR 
JEWELRY  Really  WORTH? 


Probably  more  than  you  think. 


7  East  48  Street/New  York,  NY.  10017/212-755-0601 

(West  Coast)  Kazanjian  Bros.,   332  N.   Rodeo  Dr. 

Beverly    Hills,    Calif. /21  3-272-0616 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2.000  U.S   SOURCES  OF  CAPITAL 


li 


BECOME  A  FINANCIER 


II 


Ideal  for  executive  type  person,  R.K. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  venture  Capi- 
tal Assistance.  Must  be  sincere  wilh 
well-rounded  business  background. 
Instant     Hi    income    for    right     person 

$U.S.  34,000  Cash  Will  Handle 

For  details  write  |lvln|  phone  no.  tO:  Dept  21,  Computer  Capital  Corp.. 

B922  Hollywood  Blvd..  Lot  Ancules,  Calif.  90021 

m  Call  Ml.  Van:  (2131  tBS  4MI 


money.  Old  Alexander  Brown  devel- 
oped such  ties  from  the  very  begin- 
ning. He  sent  one  of  his  four  sons  off 
to  England  to  start  a  branch  office 
that  became  Brown,  Shipley  &  Co.,  a 
prestigious  merchant  bank  that  is  now  • 
Alex.  Brown's  London  correspondent. 
Other  sons  set  up  shop  in  New  York 
and  Philadelphia.  In  1931  their  firm 
combined  with  the  then  nouveau 
riche  (by  the  Browns'  elegant  stan- 
dard) Harriman  family  to  form  Brown 
Brothers  Harriman— today  unaffiliat- 
ed with  the  Baltimore  house. 

Besides  those  national  and  interna- 
tional contacts,  Alex.  Brown  &  Sons 
has  the  kind  of  tight  relationships  at 
home  that  come  from  doing  business 
for  176  years  in  Baltimore's  close-knit 
financial  community.  Griswold,  for 
example,  is  on  the  boards  of  Black  & 
Decker  and  Johns  Hopkins.  He  is  also 
a  diiector  of  Mercantile-Safe  Depos- 
it &  Trust  Co.,  linchpin  of  the  local 
power  structure.  Though  a  small 
bank,  its  $3.9-billion  trust  department 
—the  largest  in  the  Southeast— con- 
veniently holds  17%  of  the  bank's  own 
stock  and  a  50%  block  of  A.S.  Abell 
Co.,  a  private  firm  that  controls  the 
Baltimore  Sun  newspapers  and  the  lo- 
cal  CBS  broadcast  affiliates. 

The  24  nonfamily  Alex.  Brown  part- 
ners tend  to  be  well-connected,  too. 
Fifty-four-year-old  Bart  Harvey's 
younger  brother  is  a  Baltimore  fed- 
eral judge.  His  older  brother  is  chair- 
man of  Maryland  National  Bank,  the 
state's  dominant  financial  institution. 
The  firm's  link  with  second-ranked 
Equitable  Trust  Co.  comes  through 
partner  Robert  Merrick,  a  bank  direc- 
tor, who  also  holds  a  big  chunk  of 
stock.  James  Price,  another  partner 
and  a  regular  on  public  TV's  Wall  . 
Street  Week,  holds  the  firm's  historic  ^ 
board  seat  at  Chessie  System,  which  , 
now  controls  the  old  B&O. 

A  Healthy  Retail  House 

Despite  its  solid  corporate  finance 
and  municipal  underwriting  record, 
Alex.  Brown's  most  profitable  busi- 
ness today  is  retail  brokerage.  Its  14 
offices  range  from  Boston  to  Jack- 
sonville, but  most  of  its  10,000  cus- 
tomers are  well-heeled  Maryhuulcrs: 
"Conservative  money  that  doesn't  trail 
off  when  times  look  bad,"  explains 
Harvey.  Also,  it's  big  money.  Brown's 
average  commission  per  retail  order  is 
$90-roughly  25%  more  than  the 
equivalent  figure  for  a  typical  luilion 
al  wire  house.  There  aren't  main 
economies  of  scale  in  the  brokerage 
business,  so  those  bigger  transactions 
mean  greater  profits.  The  firm's  l>;u  1 
office— a  computer  center  in  llx 
Baltimore  subiu'bs— runs  like  clock 
work,  boasting  the  industry's  lowest 
lailure-to-deliver  rale. 


72 


FORBES,    NOVEMBER    1.    197t 


Even  with  its  reputation,  there  are 
a  couple  of  black  marks  in  Brown's 
recent  record.  In  1974  a  branch  of- 
fice salesman  margined  his  own  and 
customers'  money  to  buy  heavily  into 
AVX  Corp.,  a  supplier  to  the  semi- 
conductor industry.  When  earnings 
soured,  margin  calls  would  have  left 
Brown  with  an  embarrassing  30%  of 
AVX  common  and  no  orderly  market 
for  the  stock.  The  firm  helped  its  cus- 
tomers by  arranging  a  private  place- 
ment, but  subsequent  suits— some  set- 
tled out  of  court  and  some  still  pend- 
ing—charged management  with  neg- 
ligence. No  one,  mind  you,  accused 
the  partners  of  doing  anything  shady; 
but  shouldn't  they  have  supervised 
some  of  those  outsiders  more  closely? 

Nor  did  the  firm's  long  tradition 
save  it  from  the  real  estate  invest- 
ment trust  madness.  Brown  coman- 
aged  a  $25-million  new  issue  for 
Commonwealth  National  Realty  Trust, 
a  REIT  affiliated  with  Maryland  Na- 
tional Bank.  The  stock  came  out  in 
1973— late  in  the  building  boom— at 
$20  a  share.  Within  a  year  Common- 
wealth announced  financial  troubles; 
today  stock  in  its  successor  is  worth 
less  than  $3  a  share. 

An  image  polished  over  decades 
can't  be  tarnished  overnight,  but  those 
are  two  episodes  that  Alex.  Brown 
would  just  as  soon  forget. 

No  Cutbacks  Here 

Where  Wall  Street  shriveled  at  the 
prospect  of  negotiated  commissions, 
Alex.  Brown  has  so  far  taken  this  par- 
ticular body  blow  rather  calmly.  Most 
regional  firms  compete  for  big-ticket 
business  by  offering  local  expertise. 
Rotan  Mosle  in  Houston,  for  example, 
covers  oil  stocks;  Cleveland's  Pres- 
cott.  Ball  &  Turben  follows  capital 
goods.  Baltimore  isn't  a  one-industry 
town  and  Alex.  Brown  never  depend- 
ed on  heavy  institutional  volume. 
Nonetheless,  the  firm  is  building  re- 
spect for  its  knowledge  of  insurance 
and  health-care  securities.  Harvey 
claims  his  institutional  trading  is  still 
profitable.  A  contrarian,  he  thinks 
now  may  be 'a  good  time  to  buck  the 
industry  trertd  by  expanding  his  15- 
man  research  department. 

Still,  the  turmoil  up  North  isn't  lost 
on  the  folks  at  Alex.  Brown.  "I  spend 
a  lot  of  time  wondering  what  we  need 
to  do  to  survive,"  Griswold  says.  His 
conclusion:  "We're  still  a  partnership 
when  most  everybody  else  has  become 
a  corporation.  *  Our  own  money  is  in 
the  business.  We're  more  flexible,  and 
work  a  little  harder.  If  we  can  keep 
that  up,  we'll  have  no  problems." 

Does  this  soimd  a  bit  smug?  Un- 
doubtedly. But  it's  hard  not  to  be,  with 
nearly  two  centuries  of  history  and 
$24  million  behind  you.   ■ 


iyiOi^iTH 
Klii'OilT 

At    MAPCO,     the 

upward  trend  continues. 

In  the  first  six  months,  net 

income  rose  14%  to  $26,114,000, 

or  $1.40  per  share,  compared  to 

$22,968,000,  or  $1.23  per  share,  in  the 

same  period  a  year  ago. 

To  learn  more  about  this  scrappy  little 
pipeline  company  that  became  a  substantial 
diversified  energy  company,  write  for  our 
latest  report. 


Good  Taste 

(At  Q  D'scount) 


Vifh  o  Ginori  Corporate 
Gift  Account",  you  con  get  some 
of  the  world's  finest  china  and 
crystal  of  a  generous  discount. 

Nomes  like  Ginori,  Orrefors, 
Lalique,  Christofle,  Doccorot,  and 
others.  Special  gifts,  for  spedol 


people,  at  very  sp)ecial  prices. 

Write  us  today  on  your  conn- 
pony's  letrerheod,  and  we'll  send 
you  the  Ginori  Gift  Coiolog.  Just 
In  time  for  Christmos. 

Ginori.  We've  done  your 
shopping  for  you . .  .tostefully. 


711  Fifth  Avenue 

New  York,  New  York  10022 

2 12-PL  2-8790 
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Fortunes. 


Fortunes  come  in  all  sizes.  One  mans 
hardearned  $10,000  is  as  much  a  for- 
tune to  him  as  another  man's  $1,000.- 
000.  These  days,  with  inflation  and 
taxes  gobbling  up  ever  larger  chunks 
of  your  money,  it's  a  struggle  to  ac- 
cumulate the  capital  that  brings  a  sense 
of  security  in  an  uncertain  world. 
Still,  some  determined  people  do  amass 
considerable  amounts  of  money.  More 
make  handsome  livings  and  many 
Americans  are  prospering.  Following 
the  yellow  brick  road  is  still  part  of  the 
American  dream. 

Fortunes  have  been  our  business  for 
more  than  a  century.  From  the  Main 
Line  in  Philadelphia  (where  we  opened 
our  first  office  in  1873)  to  Main  Street 
America,  weve  been  helping  people  to 
preserve  and  improve  their  fortunes. 

From  our  earliest  days,  we  have  been 
stockbrokers  for  all  kinds  of  investors: 
some  of  the  country's  wealthiest  fam- 
ilies, professional  people,  executives, 
independent  businessmen  and  starting- 
out  investors  trying  to  build  funds  for 
their  retirement  and  their  childrens' 
education. 

Over  the  years,  we've  observed  a  few 
things  about  investors  and  their  for- 
tunes. 

For  instance,  we've  seen  investors'  cir- 
cumstances and  needs  differ  widely  and 
change  constantly  down  through  the 
years.  We've  also  seen  considerable 
changes  in  investment  tools  and  tech- 
niques. Our  practice  has  been  to  sort 
out  the  investment  fads  and  frills  and 
concentrate  on  the  sound  approaches  to 
preserving  and  enhanc-  -^  ,  , 
ing   people's  money.    wlTllin 

Harris 

Incorporated 


Another  thing  we've  observed  is  that 
most  people  we  deal  with  are  prett)- 
sensible  about  their  investments.  They 
know  the  "do's  "  and  'don'ts  "  and  are 
willing  to  heed  good  advice— and  re- 
ject bad  advice.  They  realize  every  in 
vestment  has  its  own  risks  and  rewards 
and  measure  them  against  their  invest- 
ment needs  and  goals. 

Our  clients,  too.  want  to  be  regarded 
as  individuals,  not  merely  numbers  in 
an  office  file.  They  want  to  look  on 
their  broker,  not  as  an  occasional  and 
impersonal  order-taker,  but  as  a  friend 
and  professional  adviser.  They  want  to 
feel  comfortable  with  their  investment 
firm,  and  besides  personal  service, 
want  the  sense  of  responsibility  and  sta 
bility  that  a  well-run,  well -capitalized 
firm  provides. 

We  recognized  long  ago  that  investors 
demand— and.  of  course,  deserve— fair 
and  square  treatment  when  it  comes  to 
the  kinds  of  information  available  to 
them  in  making  their  investment  deci 
sions.  Our  standard  has  been  to  pro- 
vide access  to  the  same  investment  in 
formation  for  everybody,  through  our 
brokers  and  our  research  services. 

In  our  one  hundred-plus  years.  we'\c 
never  ^tcn  the  t\me  — no ir  for  in 
stance  — when  capital  couldn't  be  sen 
sibly  invested  to  generate  more  capital, 
more  income,  or  both,  for  our  clients. 

You  should  talk  to  us  about  improving 
your  financial  fortunes.  If  you'd  like 
to  know  more  about  Smith  Barney. 
Fiarris  Upham  and  its  investment  serv- 
ices and  people,  you're  welcome  at  any 
^  of  our  offices  across  the 

DornCyj     countr)    and  overseas. 

Upham  &  Co. 


1345  Avenue  nt  thp  Americas.  New  Yoru   NY   i0019 


Bad  Money 

Will  the  developing 
countries  build  the  steel 
industry  into  disaster? 

What  airlines  are  to  developed 
countries,  steel  mills  are  to  under- 
developed ones,  and  that's  what's  be- 
ginning to  woriy  George  Stinson,  chief 
executive  of  Pittsburgh's  National 
Steel  and  chairman  of  the  Internation- 
al Iron  &  Steel  Institute.  Stinson  can 
see  the  steel  industry  coming  to  grief, 
as  the  airlines  did,  on  a  rash  of  steel 
mills  built  without  regard  for  either 
the  market  or  the  profit  motive. 

That's  why  Stinson  urged  the  IISI 
annual  meeting  in  Osaka,  Japan  last 
month  to  make  a  survey  of  the  growth 
of  steel  demand  in  the  developing  na- 
tions. Stinson  has  cause  for  alaiTn. 
The  United  Nations  Industrial  Devel- 
opment Organization  recently  advo- 
cated that  the  underdeveloped  nations 
set  out  to  produce  25%  of  the  world's 
industrial  goods  by  the  year  2000.  In 
doing  this,  they'll  inevitably  make 
more  steel  than  they'll  be  able  to  use. 

Stinson  didn't  argue  that  the  in- 
dustrialized countries  should  den\-  the 
developing  countries  technical  assis- 
tance, only  financial  assistance.  "It  is 
entirely  understandable,"  said  he, 
"that  developing  countries  would  wish 
for  national  reasons  to  develop  their 
own  steel  pioduction,  even  though 
it  might  be  on  a  scale  that  would 
result  in  less  than  optimum  efficiency 
and  cost.  A  more  difficult  question 
arises,  however,  when  plans  for  steel 
production  in  less  developed  countries 
run  well  beyond  the  ability  of  such 
countries  to  utilize  the  steel  in  their 
owii  coimtries. 

"If  large  amounts  of  financial  as- 
sistance are  concentrated  on  steel,  the 
result  could  be  to  flood  world  steel 
markets,  with  damaging  consequences 
to  the  donor  nations.  Such  a  develop- 
ment would  be  unsound,  and  it  could 
hardly  be  expected  that  tlie  indus- 
trialized nations  would  support  finan- 
cially such  a  building  program." 

Stin.son  is  not  as  disinterested  as  he 
sounds.  After  all,  in  any  steel  glut,  it's 
a  profit-making  outfit  like  National 
that  will  really  feel  the  pinch.  But  the 
danger  is  a  real  one.  Petrochemical 
producers  already  foresee  something 
similar  happening  as  the  Middle  Kast 
oil  producers  begin  upgrading  their 
oil  output  into  petrochemieal  produc- 
tion designed  for  consumption  out- 
side their  own  markets.  Unfortiniately, 
bad  economics,  like  bad  money,  in- 
evitably drives  out  good.   ■ 
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The  long-range  jet  for  the  long  haul. 


You  know  how  it  is  with  every  big  jet:  The  range 
is  attractively  long.  But,  unfortunately,  so  is  every- 
thing else. 

Long-on  expense.  Lx)ng  on  runways  required. 
Much  too  long  on  space  —  you  transport  more  empty 
seats  than  people. 

That's  all  going  to  change. 

For  here  comes  the  Falcon  50.  A  superb  long 
range  jet  which  makes  its  maiden  flight  in  Novem- 
ber, 1976.  It  has  great  reach:  as  long  as  3600  miles. 
With  great  short  field  capability,  too:  as  short  as 
4900  feet. 

It  provides  three  engines  for  full  reliability  over 
oceans.  The  first  business  jet  to  do  so. 

It  carries  nine  passengers  in  real  comfort.  How 
often  do  you  carry  more? 


It  uses  25%  less  fuel  than  its  nearest  competitor. 
Something  to  think  about  with  prices  continuing 
to  climb. 

There  simply  isn't  a  more  intelligently-sized, 
more  economical  or  more  practical  long  range  jet. 
The  perfect  plane  for  these  contradictory  times, 
when  you  must  reach  out  further  to  accomplish 
even  more.  Yet  keep  your  eye  on  the  cost  of  that 
accomplishment. 

There's  a  lot  more  to  this  newest  Falcon,  includ- 
ing a  new-geometry,  computer-designed  wing.  In 
fact,  in  every  detail,  it  reflects  the  latest^ 
state-of-the-art.  May  we  tell  you 
about  this  remarkable  plane?  Just 
ask  for  the  Falcon  50  brochure 
on  your  letterhead.  fMLCOfyjET 

CORP€>fiATr€>fy 

Teterboro  Airport  •  New  Jersey  07608 
20^8^300 


latest^        J        » 


statistical  Spotlight 


-  J, ;  ^■'*&jjuaMeai»i&rj»t— 


Quality  At  A  Discount? 


Professional  seers  often  attribute 
the  stock  market's  recent  queasiness 
to  uncertainty  over  the  election,  or 
the  unexpectedly  slowed  pace  of 
economic  recovery.  That  may  or  may 
not  be  true,  but  the  queasiness  is  for 
sure:  Look  at  the  recent  decline  of 
over  8%  in  the  Dow  Jones  industrials 
from  the  year's  high,  or  the  20%-plus 
declines  from  their  1976  highs  of  the 
38  stocks  listed  below. 

What   is   striking   about   the   list  is 


the  number  of  top-drawer  companies 
on  it.  Investors'  and  analysts'  second 
thoughts  about  the  near-term  future 
of  chemicals  have  yielded  declines  of 
25%  and  more  for  such  rock-solid 
chemical  outfits  as  Dow,  du  Pont, 
Hercules  and  Union  Carbide.  Similar 
market  malaise  has  hit  such  con- 
sumer-goods blue  chips  as  Eastman 
Kodak,  Gillette,  Heublein  and  Quaker 
Oats,  distribution  standouts  like  J.C. 
Penney   and   Malone  &  Hyde,  leisure 


leaders  hke  Disney  and  Holiday  Inns. 
Are  you  one  of  those  investors,  who, 
like  George  Bjurman  (p.  127)  likes 
to  owri  only  quality  stocks  but  does 
rfot  want  to  overpay  for  them?  This, 
then,  could  be  a  good  opportunity  for 
you.  These  first-rate  stocks,  because  of 
temporary  factors,  have  dropped 
sharply  from  their  highs.  For  quality- 
conscious  investors,  it's  kind  of  like  be- 
ing able  to  buy  famous-name  mer- 
chandise at  a  substantial  discount.   ■ 


Latest 

Decline 

Five-Year 

12-Month 

Price/ 

Five-Year 

From 

Recent 

Price  Range 

Earnings 

Earnings 

P/E  Range 

Company 

1976  High 

Price 

High-Low 

Per  Share 

Ratio 

High-Low 

Yield 

Chemicals 

Celanese 

25% 

43% 

73-241/2 

$6.36 

7 

22-4 

6.5% 

Chemetron 

44 

29V4 

52-131/2 

5.88 

5 

15-2 

4.8 

Dow  Chemical 

29 

40% 

57V4 -191/2 

3.49 

12 

27-8 

2.5 

E  1  du  Pont 

26 

1183/4 

2031/2-841/2 

9.99 

12 

25-10 

4.2 

Hercules 

28 

IIVa 

44-21 

1.66 

16 

45-10 

2.9 

National  Chemsearch 

55 

19% 

523/4-19 

1.60 

12 

51-12 

2.0 

Union  Carbide 

24 

58^/4 

763A-29V4 

6.31 

9 

15-4 

4.3 

Consumer  Goods 

Eastman  Kodak 

29 

85  y2 

1513A-57% 

4.00 

21 

44-15 

2.4 

Gillette 

30 

27V8 

661/8 -203A 

2.81 

10 

26-7 

5.5 

Heublein 

21 

47 

653A-173A 

3.39 

14 

35-7 

2.6 

Leslie  Fay 

38 

6V2 

161A-3 

1.29 

5 

15-2 

6.2 

Quaker  Oats 

25 

21 'A 

471/2-123/8 

2.31 

9 

27-7 

4.3 

Russ  Togs 

32 

93/4 

233/8-51/2 

1.71 

6 

17-3 

7.8 

Simplicity  Pattern 

48 

12V8 

587/8-61/8 

1.06 

11 

65-7 

4.1 

Standard  Brands 

29 

283/4 

405/8-20 

2.57 

11 

18-10 

4.5 

Standard  Brands  Paint 

30 

343/8 

563A-223A 

1.87 

18 

54-16 

1.2 

Whirlpool 

35 

22% 

401/8-11 

1.93 

12 

43-9 

3.5 

Distribution 

Allied  Stores 

30 

41 '/2 

591A-I51A 

6.83 

6 

12-2 

4.3 

Archer-Daniels-Midland 

34 

2OV2 

311/8-43/4 

2.28 

9 

22-7 

1.0 

Malone  &  Hyde 

26 

201/4 

33%-12iA 

2.08 

10 

31-9 

3.4 

J  C  Penney 

21 

48V4 

101-35 

3.58 

13 

37-12 

2.7 

Petrie  Stores 

19 

65 

80-293A 

4.28 

15 

39-9 

2.5 

Spencer  Foods 

38 

6 

13% -33/8    . 

3.01 

2 

5-2 

5.3 

Industrial  Goods 

Avery  International 

17 

21 'A 

511/2-19 

1.02 

21 

76-13 

1.7 

Bandag 

55 

143/4 

43-141/2 

1.54 

10 

61-9 

1.4 

Harnischfeger 

36 

143A 

22y8-5i/« 

3.04 

5 

10-2 

5.4 

National  Semiconductor 

39 

33% 

55  3/8 -6 'A 

1.29 

26 

43-5 

— 

Owens-Illinois 

19 

51 

631A -171/2 

7.36 

7 

14-5 

3.7 

Leisure 

Walt  Disney 

31 

43% 

11 53/8-1 61/8 

2.35 

19 

82-10 

0.3 

Gino's 

55 

8V8 

323/8-43A 

1.59 

5 

30-3 

— 

Holiday  inns 

46 

103A 

55%-4iA 

1.27 

8 

41-4 

3.7 

Howard  Johnson 

42 

lOVa 

347/8-4 

1.24 

8 

38-4 

2.8 

Services 

Automatic  Data  Proc. 

24 

17 

49% -103/8 

1.26 

21 

105-13 

0.9 

Baker  Industries 

35 

8 

39% -3 1/2 

1.20 

7 

42-4 

3.0 

Emery  Air  Freight 

34 

33  V2 

75-24 

1.81 

19 

56-15 

3.6 

Walter  E  Heller  Int'l 

34 

193A 

45-17 

2.58 

8 

20-7 

4.7 

Pan  Am  World  Airways 

40 

43A 

173A-13A 

d1.05 

d 

d 

^m 

Wachovia  Corp 

24 

173/8 

45-10 

1.94 

9 

21-5 

2.9 

d-deficit 
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Filling  In 
The  Niches 

Through  careful  acquisition 
the  little  car-leasing 
company  Bud  Grossman 
started  in  1956  is  knocking 
on  the  door  of  the  big  time. 

For  20  years,  N.  Bud  Grossman, 
chairman  and  founder  of  Minnesota's 
Gelco  Corp.,  and  his  brother  Harold 
have  been  leasing  cars  and  trucks. 
For  the  last  eight  years,  they  have 
been  carefully  acquiring  small  to  mid- 
dle-sized companies  in  their  field. 

Result:  Gelco  is  now  the  U.S.' 
largest  lessor  of  over-the-road  truck 
trailers,  the  fourth-largest  truck  leas- 
ing company  and  the  second-largest 
finance-lessor  to  corporate  fleets.  Its 
revenues  nearly  doubled  in  its  July  31 
fiscal  year  from  $84.6  million  to  $157 
million.  And  it  picked  up  some  pieces 
of  PepsiCo  Inc.'s  former  truck-  and 
car-leasing  division,  which  turned  it 
into  a  coast-to-coast  maintenance 
truck-leasing  company  overnight. 

The  brothers  got  into  the  business 
through  family-owned  auto  dealer- 
ships in  Minneapolis-St.  Paul.  In  1956 
they  decided  to  set  up  a  separate  busi- 
ness to  lease  to  corporate  fleets.  It 
did  so  well,  says  Harold,  that  in  the 
1960s,  "We  decided  we  would  have 
to  broaden  our  horizons." 

The  Grossmans  decided  to  stick 
closely  to  finance-leasing,  where  the 
lessor  doesn't  have  to  provide  main- 
tenance, or  assume  any  other  owner- 
ship costs  of  the  vehicle.  Says  Bud 
Grossman:  "That  was  probably  our 
most  significant  decision."  Especially 
during  the  one-two  punch  delivered  to 
the  industry  in  1974  by  high  interest 
rates  and  the  fuel  crisis.  Says  analyst 
Rollins  Maxwell  of  E.F.  Hutton:  "Full- 
service  leasing  is  more  profitable 
when  business  is  good  and  decidedly 
unprofitable'when  business  is  bad." 

Gelco  staVted  acquiring  things  be- 
cause it  started  concentrating  on  man- 
agement services  to  large  corporate 
fleets— doing  everything  from  buying 
and  selling  the  cars  for  the  customer 
to  licensing,  handhng  the  tax  work 
and  statistical  studies.  As  it  developed 
other  services^  to  add  to  the  mix,  it 
could  drop  them  into  a  niche. 

Its  biggest  growth  has  come  in  the 
last  two  years.  In  1974  Gelco  ac- 
quired Feld  Leasing  Co.,  which  han- 
dles large  diesel  tractors,  for  $12  mil- 
lion in  stock.  In  1975  it  incorporated 
Transport  Pool  Corp.,  the  world's 
largest   lessor    of   over-the-road    trail- 


The  niiioiuitive  lit'si^}}  lUid 
/(•(  hnh^Ii't^uji  cxccllouc  of  the 
C}iVi^  !  h\  funiii  Xotclhiok  ® 
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of  ill  i  I'^^iVii^  expressly  desi^fied 
iof  thi^  hi^liiv  eersatile  recorder. 
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AtVWR, 

we  increased 

our  sales  per 

employee  by  77% 

with  the  help  of 

our  online 

data  base  system? 


VlVR'sJotncsW.Hcnu 


In  othej 


"Our  backorders  at  VWR  were  reduced 
40%  with  our  online  data  base  computer 
system','  says  James  W.  Bernard,  president 
of  VWR  Scientific  Inc.,  of  Brisbane,  Cali- 
fornia, a  subsidiary  of  Univar  Corporation. 

"Inventories  are  down  27%  and  our 
service  levels  increased  by  more  than  10%. 
Open  purchase  orders  have  been  cut  46%, 
with  a  proportionate  reduction  in  our  lia- 
bilities to  our  suppliers. 

"And  as  an  overall  measure  of  produc- 
tivity, our  sales  per  employee  increased  by 
77%  in  the  last  four  years.  In  large  part, 
we  attribute  this  to  efficiencies  resulting 
from  the  computer  system'.' 

VWR  distributes  laboratory  equipment 
and  supplies  nationwide.  Almost  every  as- 
pect of  its  operations  is  controlled  through 
the  data  base  system  that  runs  on  an  IBM 
System/370  computer  at  the  firm's  head- 
quarters. 

An  online  data  base  organizes  large  vol- 
umes of  information  and  gives  people  at 
computer  terminals  swift  access  to  it.  At 
VWR,  a  nationwide  network  of  visual  dis- 
play terminals  makes  data  on  48,000  prod- 
ucts available  to  user  departments,  33 
sales  offices,  22  warehouses  and  two  re- 
gional distribution  centers. 

Saving  money  for  customers 

"Our  customers  like  the  system  because 
it  insures  more  complete  deliveries  on  the 
dates  promised','  says  Mr.  Bernard.  "This 
reduces  the  customer's  need  for  large  in- 
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$54,000         896,000 


ventory,  which  can  mean  important  cost 
savings.  And  the  fact  that  we  now  deliver 

90%  of  all  items 
without  backor- 
dering  has  led  to 
accelerated  collec- 
tions and  improved 
our  cash  flow. 

"Customers 
also  appreciate  be- 
ing able  to  call  to 
determine  the  exact  current  status  of  their 
orders.  Most  questions  can  be  answered 
while  the  customer  is  still  on  the  phone'.' 

Acquisition  made  easier 

VWR  recently  acquired  Treck  Photo- 
Graphic,  a  national  distributor  of  photo- 
graphic equipment  and  supplies. 

"As  the  merger  was  accomplished, 
VWR's  computer  system  was  easily  ex- 
panded to  include  additional  Treck  loca- 
tions',' says  Mr.  Bernard.  "It's  no  exaggera- 
tion to  say  that  the  computer  is  the  glue 
that  holds  our  business  together." 

Data  base  systems  are  one  of  a  number 
of  ways  IBM  extends  the  power  of  the  com- 
puter to  people  who  need  it.  For  more  in- 
formation, call  your  IBM  Data  Processing 
Division  marketing  representative.  Or 
write  for  "Data  Base  Systems:  The  Busi- 
ness Benefits"  to  IBM  Corporation,  De- 
partment 83F,  1133  West- 
chester Avenue,  White 

Plains,  N.Y.  10604.  OataProcessing Division 


IBM 
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results 


South  Carolina  is  geographically  located  at  the  heart  of  the 
lastest  growing  market  in  America.  If  you've  got  a  product  to 
distribute,  v/e're  the  place  to  distribute  it  from. 

Were,  the  only  state  in  the  East  with  a  "no  situs"  law 
which  allows  you  to  ship  goods  in,  assemble  them,  package 
them  and  distribute  them  without  paying  a  tax  on  them. 

Our  railroads  are  solvent  and  swift,  our  ports  are  deep  and 
developed,  our  countryside  is  crisscrossed  with  interstate 
highways. 

If  you're  looking  for  a  new  distribution  location,  find  out 
more  about  South  Carolina's  other  tax  advantages,  technical 
education  system  and  worker  productivity  Write  or  call  the 
professional  team  at  South  Carolina  State  Development  Board, 
Post  Ofhce  Box  927,  Suite  3001,  Columbia,  South  Carolina 

29202.  Telephone  (803)  738-3145.  TWX  810-666-2628. 

No  matter  what  you  re  into... 
South  Carolina 
makes  it  easier  to 
spread  around. 


South  Carolina 

knows  what  it  takes  to  make  a 

profit,and  we've  got  it. 


ers,  for  $29  million  in  cash  and  de- 
bentures. In  February  of  this  year  it 
picked  up  PepsiCo  Truck  Rental, 
which  expanded  Feld's  Denver-to- 
West  Virginia  base  to  both  coasts. 
Two  other  PepsiCo  leasing  companies 
put  it  into  Mexico  and  Puerto  Rico. 

Gelco  also  has  a  clutch  of  small 
businesses.  It  owns  Traveletter,  a  82- 
year-old  operation  that  provides  sight 
drafts  clearing  through  the  client's 
bank  for  traveling  salesmen  or  ser- 
vicemen to  cash  on  the  road  for  ex- 
pense reimbursement  or  on-the-spot 
payments  to  customers.  It  has  a  fixed- 
asset  business  that  leases  everything 
from  office  fixtures  to  light  airplanes 
and  a  St.  Louis  rental  car  company. 

With  Bud  Grossman,  55,  as  chair- 
man and  chief  executive  officer  and 
Harold,  50,  chairman  of  the  manage- 
ment committee,  Gelco  now  employs 
over  2,000  persons  and  has  more  than 
150,000  vehicles  under  management. 
It  operates  through  four  divisons: 
fleet  leasing,  management  services, 
Feld  and  Transport  Pool.  The  compa- 
ny sold  $15  million  in  debentures  this 
year  and  seems  ready  for  expansion. 

In  which  direction?  "Something 
transportation-oriented  in  which  ser- 
vice is  the  important  element,"  says 
Bud  Grossman  firmly.  "Leasing  of  ve- 
hicles to  individuals  and  small  fleets 
is  one  of  the  most  explosive  growth 
areas  in  the  industry  today.  We're 
in  that  only  in  a  small  way.  The  daily 
car-rental  business  is  another  one.  And 
one  of  our  objectives  is  to  do  inter- 
nationally all  the  things  we  do  in  the 
U.S.  There's  a  lot  of  growth  there." 
(Gelco  has  31  branches  in  Europe, 
12  in  Canada;  about  15%  of  its  reve- 
nues come  from  outside  the  U.S.) 

Growth  Pains 

Like  any  fast-growing  company, 
there  are  some  growing  pains.  Gelco 
has  heavy  debt:  $430  million,  vs.  total 
assets  of  $540  million.  The  acquisi- 
tion of  F'eld,  with  its  full-service  leas- 
ing business  and  75  maintenance 
centers,  was  a  departure  from  the  fi- 
nance-leasing philo.sophy  and  intro- 
duced smaller  margins  into  the  flow: 
While  revenues  nearly  doubled  in  the 
1976  fiscal  year,  net  income  in- 
creased only  58%. 

But  Gelco  came  through  the  hard 
times  of  1974  and  1975  well  (its 
stock,  traded  over  the  counter,  rose 
from  5);  bid  late  in  1974  to  16  re- 
cently). "All  our  busines.ses  are  close- 
ly related  and  we  know  them  well," 
says  Michael  Manning,  a  Minne- 
apolis analyst  who  became  such  a  be- 
liever following  Gelco  that  he  joined 
the  company  as  Bud  Grossman's  vice 
president  for  investor  relations  in 
1975.  "What  we  do  is  expand  within 
niches  we  know."  ■ 
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^^1  Can  Cut  Gold  Crowns 
Like  You  WouldnH  Believer 

Or,  how  your  dentist  makes  his  daily  slab  of  bread. 

By  GEOFFREY  SMITH 


The  Beautiful  People  know  "Maurie." 

Leggy  Cyd  Charisse  is  eternally 
grateful  to  him.  Frank  Sinatra  con- 
tributes (generously)  to  Maurie's  fa- 
vorite charities.  Minnesota  Vikings 
quarterback  Fran  Tarkenton  and  Cal- 
ifornia's ex-Governor  Ronald  Reagan 
consider  him  a  lifelong  friend.  So  do 
Spiro  Agnew,  Dyan  Cannon,  Howard 
Cosell  and  the  royal  family  of  Bhutan. 

Maurie  is  a  dentist. 

Of  course,  he's  not  your  common 
garden  variety  drill-and-fill  dentist. 
Maurie,  or  more  properly  Dr.  Maurice 
Saklad,  is  a  prosthodontist.  He  can 
do  for  your  teeth  in  porcelain  what 
nature  forgot,  or  time  and  accident 
have  taken  away. 

Working  alone  in  comfortable  but 
not  opulent  quarters  in  midtown 
Manhattan,  he  earns  at  least  $100,000 
a  year  before  taxes  on  gross  office  rev- 
enues of  around  $250,000.  He  makes, 
in  short,  very  nearly  as  much  as  your 
average  president  of  a  billion-dollar 
corporation.  Maurice  Saklad  is  living 
testimony  to  why  a  place  like  New 
York  University's  College  of  Dentistry 
(Saklad's  alma  mater)  has  4,000  ap- 
plications each  year  for  the  200 
openings  in  its  freshman  class. 

According  to  the  figures  of  the 
American  Dental  Association,  Saklad 
is  in  the  top  rank  of  the  tooth  busi- 
ness. In  1974,  reports  the  latest  ADA 
survey,  the  average  dentist  earned 
just  $33,587.  There  are  125,000  den- 
tists in  the  U.S.  Your  average  dentist 
makes  more  than  your  average  uni- 
versity president. 

One  reason  Saklad  makes  more 
than  average  is  that  he  is  a  dental 
specialist,  like  some  10%  of  the  pro- 
fession. Last  year  dental  specialists 
earned  around  $50,000,  says  the  ADA. 
Still,  even  allowing  for  regional  cost 
differences  (Manhattan  is  not  noted 
for  its  low  rents)  and  experience  (Sak- 
lad is  60),  his  six-figure  salary  is  quite 
high  indeed. 

Nonsense,  says  Saklad.  "If  I'd  want- 


ed to  make  money,"  he  says,  chang- 
ing to  a  fresh,  violet-hued  shirt  with 
a  white  collar  for  a  private  fund-rais- 
ing dinner  with,  among  others,  the 
presidents  of  RCA  and  Bristol-Myers, 
"I  would  probably  have  gone  into 
oral  surgery,  or  endodontics  [root 
canal],  or  periodontics  [gums]." 

Across  town  a  prosthodontist  20 
years  Saklad's  junior  named  Dr.  Paul 
Hoffman  grouses  about  his  business: 
"This  is  the  worst  specialty  financially. 
If  you're  in  a  group  practice  and  do- 
ing things  like  root  canal  work  or  oral 
surgery,  your  overhead  is  close  to 
30%.  My  overhead  is  over  60%.  So  on 
the  same  gross,  an  oral  surgeon's  net 
practice  income  is  twice  mine.  See, 
being  the  kind  of  fussy  person  I  am, 
I  have  to  deal  with  the  best  techni- 
cians I  can— who  have  pretty  high 
opinions  of  themselves.  These  are  the 
people  who  wax  up  and  cast  an  in- 
lay, or  fabricate  the  framework  for  a 
removable  partial  denture." 

Of  course,  a  prosthodontist  does 
work  that  is  intricate  and  demanding, 
rather  like  a  skilled  jeweler  or  a  sculp- 
tor. "Woman  comes  in  with  a  perio- 
dontal problem  like  this,  you  see,"  says 
Saklad,  fondly  thumbing  through  full- 
color  "before"  and  "after"  mouth  shots 
of  the  famous  (Lucille  Ball)  and  the 
near-famous.  "You  have  to  recon- 
struct this  mouth,"  he  says,  "until  it 
looks  something  like  this." 

When  Saklad  says  "reconstruct"  he 
means  reconstruct.  In  this  case,  he 
carved  each  of  the  woman's  weak 
teeth  down  to  tiny  pegs,  then  crafted 
an  elaborate  gold  frame  substructure, 
and  finally  slipped  individual  porce- 
lain jackets  over  each  peg  so  that  the 
18-karat  foundation  was  completely 
hidden.  The  job  took  about  two 
months  and,  with  luck,  will  last  about 
15  years. 

The  resultant  improvement  is  im- 
pressive. The  cost?  "In  the  mid-Sixties 
a  ballpark  figure  would  have  been 
about  $5,000,"  says  Saklad.  "Today, 
of  course,  that  same  kind  of  opera- 
tion would  run  to  about  $20,000." 


Not  Crest,  but  Dr.  Maurice 
Saklad  gave  us  the  perfect 
porcelain  smiles  of . .  . 


Ronald  Reagan 
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These  Notes  have  not  been  and  are  not  being  offered  to  the  public. 
This  advertisement  appears  only  as  a  matter  of  record. 


NEW  ISSUES 


October  5, 1976 


$100,000,000 
J.C.  Penney  Financial  Corporation 

$75,000,000 
Senior  Notes  due  October  1,  1996 


$25,000,000 
Subordinated  Notes  due  October  1,  1996 


The  Note  Agreement  relating  to  the  direct  placement 
of  the  above  Notes  was  negotiated  by  the  undersigned. 


p  The  First  Boston  Corporation 

Investment  Bankers  •  Member  New  York  Stock  Exchange,  Inc. 
NEW  YORK  ATLANTA  BOSTON  CHICAGO  CLEVELAND 

DALLAS     LOS  ANGELES     PHILADELPHIA     PITTSBURGH     SAN  FRANCISCO 
LONDON  GENEVA  MELBOURNE  TOKYO  ZURICH 

First  Boston  ( Europe )  Limited,  London  •  First  Boston  AG,  Athens 
First  Boston  ( Canada )  Limited,  Montreal 


PUBLIC  LANDS— OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  V2  mil- 
lion dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  &  GAS  LEASES,  INC. 

Geological  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR 

Dallas,  Teias  75229  Ph.  (214)  243-4253 

Coll  loll  free  800-S77-26S4  eicept  from  Tt>at 


Thanks  to  you 
it  works. . . 

FOR  AH  OF  US 


UmtmlVltay 

adveillsJng  contributed  for  the  pubdc  good. 


Why  has  the  cost  gone  up  by  so 
much?  Saklad  puts  the  blame  on  "big 
business."  Says  he:  "That  [big]  esca- 
lation has  taken  place  just  in  the  last 
half  dozen  years  since  the  big  corpo- 
rations have  taken  over  the  dental 
supply  houses.  My  own  fees  have  ap- 
proximated the  inflation  rate." 

Whoever  is  to  blame,  the  customers 
seem  willing  to  pay.  After  all,  it's  not  a 
commodity  Dr.  Saklad  is  selling;  it's 
glamour,  beauty.  How  can  you  put  a 
price  on  a  million-dollar  smile? 

"Here's  Alvin  Dark,  the  baseball 
player,"  Saklad  continues,  recognizing 
each  open  mouth  as  if  the  names  were 
etched  on  the  molars.  "He  was  bom 
in  Charleston,  La.  with  teeth  separat- 
ed like  a  picket  fence.  So  we  had  to 
do  this.  And  this  was  a  76-year-old 
grandmother  whose  great-grandchild 
said  to  her  at  Thanksgiving,  'Granny, 
you  look  like  a  witch.'  That  affected 
this  woman  so  much  I  restored  her 
whole  mouth.  And  then,  you  also  have 
tycoons  of  industry— the  late  Lew  Ro- 
senstiel,  the  former  head  of  Schenley, 
or  the  late  Charlie  Revson.  .  .  ." 

No  Cleaning  Cleanup 

Most  dentists  have  encountered 
price  resistance  of  late— especially  for 
routine  work  such  as  cleaning. 
(Among  the  few  who  can  afford  to 
have  Saklad  clean  their  teeth:  the  for- 
eign ministers  of  India  and  Morocco. ) 

"It's  almost  impossible  for  the  den- 
tist to  raise  his  fee  for  a  cleaning  or  a 
one-surface  filling  because  those  are 
what  his  patients  are  most  familiar 
with,"  explains  Helen  Gift,  chief  statis- 
tician for  the  ADA.  "But  it's  easy  to 
raise  the  fees  on  complicated  endo- 
dontic procedures  [root  canal  work]." 
So  the  drill-and-fiU  men  end  up 
catching  the  flak  while  the  specialists 
make  the  big  money. 

A  trouble  for  all  dentists  is  that 
much  of  that  complicated  work  can 
be  deferred.  In  short,  dentistry  is  not 
a  recession-resistant  business.  "I've  no- 
ticed a  lot  of  people  who  used  not  to 
hesitate  about  having  something  done 
now  saying,  'Well,  I  know  this  tooth 
needs  a  crown,  but  if  we  can  put  it. 
off  by  pushing  some  more  silver  in. 
there  for  the  time  being,  I'd  appre- 
ciate it,'  "  says  Dr.  Hoffman. 

The  classic  way  out  of  such  a  prob- 
lem: more  volume.  Well,  as  luck 
would  have  it,  a  rapid  growth  in  la- 
bor union  pressure  for  prepaid  d(>n- 
tal  plans  coincided  neatly  with  the 
recent  recession.  Ten  years  ago  fewer 
than  2  million  people  in  the  U.S.  had 
dental  insurants.  Today  more  than 
25  million  do,  and,  according  to  the 
ADA,  that  number  may  reach  60  tnil- 
lion  before  the  decade  is  out.  There 
seems  plenty  of  room  to  grow.  Only 
some  10%  of  the  approximately  $6  bil- 
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WHY  I  SWITCHED  TD  A 


PflNEY  BOWES 


copier: 


Robt.  E  Lee.  President.  Robt  E.  Lee  Associates. 
Consulting  Engineers.  Green  Bay,  Wise. 

'.'. .  and  our  copy  costs  have  gone  down 

considerably,  too.  It's  refreshing  in 

today's  business 

world  to  come  across       ^ 

a  product  that  does 

everything  it's 

supposed  to  do'.' 


Chris  Stoehr.  Office  Manager, 
Phoenix  Speciality  t\/lfg.  Co. , 
Garden  City.  N.  Y. 

"Our  PBC  Copier  has 
been  quite  reliable,  with 
very  little  down  time. 
Intact,  the  few  times 
we've  called  for  service,  response 
time  has  been  excellent... in  addition 
we  save  over  $1 ,000  annually  with 
the  PBC,  compared  to  our  previous 
copier." 


James  Sanders 

Minnehoma  Financial  Co. 

Tulsa.  Oklahonr.a 

"Quick!  Simple  to  use! 
Excellent  quality  of 
copy!  Low  cost!  We 
could  ask  for  nothing 
more.  The  service 
calls  were  answered 
mmediately." 


William  Plummer 

Town  &  Country  Executive  Suites 

Houston,  Texas 

"The  copy  quality  is 
exceptional  and  the 
speed  of  the  machine 
for  single  copies 
assures  no  long  lines: 
jamming  of  copy  paper 
isathing^of  thepast." 


Businesses  all  over  Annerica  are  switching  to  the  Pitney 
Bowes  PBC  plain  bond  copier.  For  all  the  reasons  why,  call 
one  of  our  190  offices  throughout  the  U.S.  and  Canada. 
Pitney  Bowes,  1778  Crosby  Street,  Stamford,  Conn.  06904. 

»  Registered  Pitney  Bowes  Tradema* 


Lois  M.  Heath 

Office  l^anager, 

Muscolino  Inventory  Service.  Inc. , 

Arcadia,  California 

"We've  been  saving  an 
average  of  $50  a  month 
after  switching  to  the 
Pitney  Bowes  PBC  Copier." 


dJUk 


fp  Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


There  are  51,000  miles  of 
h'  vVginia.Andasfeiras 

oi . .  . ,  1...  ...J  idcturers  are  concerned. 

thcj  all  lead  somewhere  special. 

Like  to  Boston,  NewYork 
and  other  key  markets.  Over 
night. To  the  nation  s  second 
largest  cargo  port -our  own 
Hampton  Roads. 

And  to  prime  plant 
locations  away  from 
cities.  Along  four- lane 
highways  designed 
to  connect  all  Vir- 
ginia communities 
of3500ormore. 

This  network 
of  highways  is  just 
one  of  the  things 
manufacturers  find 
surprising  about 
Virginia.  Isn't  it  time 
you  found  out  about 
them  too? 

Profit  from  the 
Vigor  of  Virginia 

Write:  Frank  Alspaugh.  Div.  of  Industrial  Develooment.  Rm.  C04  State  Office  Bldg.  Richmond.  Va.  23219  Phone  (804)  7«6  3791 


We're  growing 
with  chemicals,  too 


Our  zinc  oxide   is  an 
essential  ingredient  in 
rubber,   paint,    ceram- 
ics, photocopy  paper, 
pharmaceuticals, 
cosmetics  and  other 
products   of   the 
growing   chemical 
industry. 


We  are  one  of  the  nation's  largest  produc- 
ers of  zinc  oxide  and  have  increased  our 
capacity  45%  over  our  1973  output. 

Also,  we  are  currently  diversifying  into  a  re- 
lated product— zinc  dust.  This  material  is  in 
increasing  demand  by  the  paint  industry  for 
corrosion-resistant  coatings. 

If  you  would  like  to  know  more  about  us. write  to  Dept.  4 
(or  our  quarterly  and  annual  reports. 


STJOE 

MINERALS  CORPORATION 


250  Park  Avenue 
New  York,  New  York 

10017  SJ775R 


lion  spent  by  Americans  on  dental  care 
last  year  was  covered  by  insurance. 

In  theory,  there  is  a  vast  untapped 
market  for  the  dentists— 30  milbon 
Americans  who  have  never  been  to  a 
dentist  in  their  lives,  and  66%  of  the 
population  who  don't  have  their 
teeth  maintained  properly  (at  least 
three  trips  to  the  dental  chair  every 
two  years ) .  But  current  experience 
*  suggests  that  the  impact  of  dental  in- 
surance plans  will  be  modest  at  best. 
The  problem  is  a  very  human  one. 

People  may  enjoy  discussing  their 
symptoms  with  their  M.D.s,  their  legal 
troubles  with  their  lawyers  and  their 
psyches  with  their  psychiatrists,  but 
few  people  enjoy  someone  poking 
around  in  their  mouths.  Says  Dean 
Donald  B.  Giddon  of  New  York  Uni- 
versity's College  of  Dentistry:  "Den- 
tistry is  psychologically  painful  as 
well  as  economically  painful.  We  have 
about  12  million  people  out  there  who 
are  just  afraid  of  the  dentist." 

Brown  Is  Healthy 

At  any  rate,  today's  Americans  have 
much  less  tooth  decay  than  their  par- 
ents did— thanks  to  better  diet  and  to 
fluoridation  of  the  water  supply. 
Roughly  100  million  Americans  drink 
fluoridated  water  now,  and  studies 
show  that  this  alone  has  slashed  per- 
sonal dental  bills  by  two-thirds. 

Fluoride,  at  the  rate  of  one  part  per 
million,  bonds  with  the  tooth  enamel 
to  make  it  stronger  and  more  imper- 
vious to  cavity-causing  plaque.  High- 
er than  one  part  per  million  and 
you  have  even  healthier  teeth— but 
also  brown  teeth.  And  that's  how 
fluoride  was  discovered.  People  in 
parts  of  the  Texas  Panhandle  had  the 
healthiest  ivories  in  the  country— and 
the  brownest.  In  trying  to  determine 
what  was  discoloring  their  pretty 
smiles,  researchers  stumbled  upon 
fluoride,  found  in  particular  abun- 
dance in  their  drinking  water. 

And  so,  for  all  the  talk  about  a 
growing  market,  "there  is  no  indica- 
tion of  a  shortage  of  dentists  to- 
day," asserts  Eric  M.  Bishop,  assis- 
tant executive  director  of  the  ADA. 
This  is  particularly  true  in  the  wake 
of  a  40%  increase  in  the  number  of 
dental  graduates  since  1965. 

What  caused  that  was  the  Federal 
Government,  which  pumped  money 
into  dental  .sch(K)ls  under  the  mistak- 
en impression  that  some  form  of  na- 
tional health  insurance  would  be  a 
fact  by  1975  and  would  include  den- 
tistry. This  coincided  with  a  marked 
increase  in  the  use  of  dental  "auxil- 
iaries" (hygicnists  and  a.ssistants)  who 
leverage  a  dentist's  productivity. 

Another  reason  the  growing  popti- 
larity  of  prepaid  dental  plans  probably 
won't  trigger  a  boom   in  dentistry   is 
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Unarco  Industries 


Our  gusher. 


Nothing  warms  an  oil 
man's  heart  like  the  sight 
of  a  rich  stream  of  new 
oil  shooting  up  the  middle 
of  an  oil  rig,  a  sure  sign 
of  profitable  days  ahead. 

And  that's  how  we  feel 
about  communications 
towers,  like  the  one  you 
see  here. 

Because  today  the 
communications  industry 
is  growing  every  bit  as 
fast  as  oil  did  in  its 
early  days. 

And  our  Unarco-Rohn 
Division,  for  years  one  of 


the  nation's  leading 
manufacturers  of 
communications  towers, 
is  right  in  the  thick  of  it. 
Citizen's  Band  radio 
continues  to  expand 
rapidly.  Independent 
communications 
companies,  allowed  to 
compete  with  AT&T  for 
the  first  time,  are  building 
long  distance  microwave 
networks  that  use  a  tower 
every  40  miles.  And 
overseas,  developing 
nations  are  placing  a  high 
priority  on 
communications. 


In  all  these  areas, 
Unarco-Rohn  towers  are 
a  mainstay  of 
communications. 

That's  another  reason  why 
we  at  Unarco  Industries 
look  forward  to  the  future 
with  such  confidence. 

And  why  the  serious 
investor  should  take  a 
careful  look  at  us. 

For  our  latest  financial 
report,  write  Unarco 
Industnes,  332  South 
Michigan  Avenue, 
Chicago,  Illinois  60604. 
Orcall  (312)  341-1234. 


0  Unarco  Industries 


Making  the  most  of  steel. 


Employee 


Billions  of  dollars  are  lost 
by  American  business  each 
year  through  employee  dis- 
honesty, but  only  a  small  frac- 
tion of  these  losses  are  cov- 
ered by  insurance*  Yet  expo- 
sures to  big,  potentially  cata- 
strophic losses  are  increasing^ 

A  brief  review  by  IN  A  of 
an  insurance  topic  of  interest 
to  business  executives* 


A  bookkeeper  falsifies  the  deposit  records  of  a 
credit  association  and  embezzles  $787.  The  manager 
of  a  company  cafeteria  misappropriates  $8,900  of 
company  funds  through  collusion  with  suppliers.  An 
accountant  makes  use  of  a  computer  to  generate 
$417,000  worth  of  payments  to  himself  through 
dummy  vendors. 

These  examples  of  employee  dishonesty  have 
three  things  in  common.  First,  the  losses  eventually 
were  revealed.  Second,  the  guilt  of  the  employees  was 
established.  Third,  the  losses  were  fully  covered  by 
employee  honesty  insurance,  otherwise  known  as 
fidelity  bonding. 

Unfortunately  these  factors  are  more  often  the 
exception  than  the  rule.  Even  when  losses  are  re- 
vealed and  guilt  established,  insurance  coverage  is 
likely  to  be  inadequate  or  non-existent,  except  for 
mandatory  coverage  of  financial  institutions.  Only 
about  157oof  small  business  firms  bond  their  employ- 
ees, often  in  amounts  which  fall  short  of  potential 
losses. 

Meanwhile  the  exposures  of  business,  particularly 


to  big,  potentially  catastrophic  losses,  have  increased 
with  the  advent  of  sophisticated  embezzlement  tech- 
niques such  as  computer-aided  fraud. 

Negligence  isn't  dishonesty 

What  is  honesty  insurance.'^  A  fidelity  bond  is 
simply  a  guarantee  that  the  insured  firm  will  be  com- 
pensated, up  to  an  agreed-upon  amount  and  subject 
to  agreed-upon  terms  and  conditions,  for  the  loss  of 
money  or  other  property  resulting  from  the  dishonest 
acts  of  its  employees.  Such  bonds  arc  not  intended  to 
cover  losses  caused  by  negligence,  bad  judgment  or 
incompetence. 

There  are  many  types  of  fidelity  lx)nds,  but  all  fall 
into  two  categories  — those  for  financial  institutions 
and  those  for  all  other  kinds  of  organizations.  For- 
merly most  fidelity  bonds  were  written  to  cover  spe 
cific  employees,  either  by  name  or  by  ix^sition.  Most 
business  firms  today  prefer  to  IxMid  all  emjiloyces  on 
a  blanket  basis,  both  Ix'cause  it  is  usually  more  efli- 


Dishonesty 


ent  and  because  of  the  broader  coverage  a  blanket 
Dnd  affords. 

Simply  buying  insurance  doesn't  solve  the  prob- 
m  of  the  dishonest  employee,  however.  A  large 
amber— probably  the  majority— of  dishonest  em- 
oyee  acts  remain  hidden,  ranging  from  petty  pil- 
rage  to  successful  schemes  for  siphoning  off  cor- 
Drate  funds.  Equally  important  is  an  effective 
iternal  loss  control  program. 

Splitting  employee  responsibilities 

Such  a  program  involves  setting  up  control  pro- 
:xJures  and  seeing  that  they  are  enforced,  after  re- 
iewing  exposures  to  crime  both  within  the  company 
id  outside  it.  In  addition  to  rigorous  outside  and  in- 
?rnal  audits  (including  frequent  "surprise"  audits), 
le  principle  of  division  of  responsibilities  should  be 
)llowed  wherever  possible,  so  that  no  one  person  has 
)le  responsibility  for  vital  areas  of  business 
perations. 


For  example,  a  person  who  orders  goods  and  sup- 
plies should  not  receive  them  and  should  not  issue 
checks  to  pay  for  them.  Collusion  between  dishonest 
purchasers  and  suppliers  is  a  frequent  cause  of  large 
losses.  By  the  same  token,  all  checks  should  be  coun- 
tersigned and  bank  statements  reconciled  by  respon- 
sible individuals  not  involved  in  the  preparation  of 
checks  or  deposits. 

Again,  with  respect  to  electronic  data  processing, 
the  programming  and  input  and  output  functions 
should  be  separated.  No  one  person  should  ever  have 
complete  control  of  the  recording  of  a  business  trans- 
action, even  in  this  day  of  "on  line"  operations. 

Most  business  employees  are  trusted— and  right- 
fully so.  But  most  dishonest  employees  are  trusted, 
too— right  until  the  time  of  revelation.  Dishonesty 
loss  control  can  protect  the  interests  of  the  vast 
majority  against  the  small  minority. 

For  a  fuller  discussion  of  employee  dishonesty 
from  an  objective  standpoint,  INA  has  prepared  a 
booklet  entitled,  "Honesty  Insurance:  Some  Profes- 
sional Considerations!'  Copies  may  be  requested  by 
writing  INA  Corporation,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 

*    *    * 

The  Insurance  Company  of  North  America  was 
founded  in  Independence  Fiall,  Philadelphia,  in  1792. 
Today  INA  and  its  affiliated  companies  operate 
around  the  world  with  major  interests  in  property 
and  casualty  insurance,  marine  insuiance,  life  and 
group  insurance,  reinsurance  and  risk  management 
services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive  knowl- 
edge of  insurance  needs  and  solutions. 


Insurance  Professionals 


the  way  the  plans  are  written.  "Most 
of  the  time  the  insurance  doesn't  even 
cover  my  lab  fees,"  complains  New 
York  dentist  Dr.  George  Hinds.  "Cer- 
tainly the  fees  that  the  insiirance  com- 
panies pay  are  not  anywhere  near 
realistic,"  says  his  colleague  Hoffman. 
"Frequently  the  insurance  companies 
will  have  someone  whose  qualifica- 
tions I  don't  know  approving  or  dis- 
approving the  dental  treatment  plan 
—without  having  seen  the  patient!  If 
there  are  two  ways  of  doing  some- 
thing, they  will  only  pay  for  the  less 
expensive  way."  Says  a  spokesman  for 
Aetna  Life,  a  big  dental  insurer:  "If 
in  the  opinion  of  competent  'wet-fin- 
gered' dentists  one  procedure  accom- 
plishes no  more  than  a  less  expensive 
one,  insurers  will  pay  for  the  less  ex- 
pensive one." 

"Another  reason  prepaid  dental 
plans  haven't  made  that  much  im- 
pact," adds  Dean  Giddon,  "is  that 
preventive  dentistry— which  is  some- 
thing they  should  be  supporting— has 
not  been  supported  by  these  plans  as 
a  long-term  investment.  Insurance 
companies  are  afraid  that  if  they  make 
people  feel  more  conscious  of  their 
teeth,  they'll  spend  more  money." 

Quite  the  reverse  is  the  case,  argues 
the  ADA's  Bishop.  Preventive  dentis- 
try is  the  cheapest  route.  "If  you  took 
somewhere  between  $450  and  $500 
when  a  child  is  bom  and  set  that 
aside  in  a  bank,  it  would  cover  his 
dental  expenses  for  life  if  he  went 
early  and  regularly." 

For  all  their  complaints,  today's 
dentists  have  it  very  well  indeed.  One 
reason    is    that    they    are    becoming 


Dashing  Dentists 


Behind  that  gentle  hand  on  the  drill 
may  pound  the  passions  of  extraordi- 
nary humans!  A  sample  of  dentists 
who  dared  depart  from  dentures: 


Would  you  have  trust- 
ed your  teeth  to  "Doc" 
Holliday  who  stood  be- 
side gunslinger  Wyatt 
Earp  in  the  shootout 
at  O.K.  Corral? 


Hollywood's  Ed- 
gar   Buchanan 

was  forced  by  his 
dentist  father  to 
take  up  the  drill 
in   Eugene,   Ore. 


much  better  businessmen  than  the 
earber  generation.  They  listen  to  peo- 
ple like  Dr.  Irving  S.  Newmark  of 
North  Hollywood,  Calif.,  who  bills 
himself  for  his  periodic  lectures  as  "a 
leading  authority  on  Practice  Man- 
agement, Partnerships,  Group  Practice 
and  Dental  Delivery  systems." 

Newmark  prides  himself  less  on  his 
income,  reportedly  some  $100,000  in- 
cluding lecture  fees,  than  on  making 
it  without  strain:  "I'm  at  the  chair 
17  hours  a  week;  another  partner 
averages  21.  I  would  say  the  average 
dentist  in  our  office  does  only  a  24- 
hour  workweek.  With  another  two 
hours  a  week  in  management." 

"Like  A  Tiger" 

Basically,  Newmark  works  three 
half-days  a  week.  "Most  of  us  around 
here  work  only  half  a  day,"  he  says. 
"I  can  work  like  a  tiger  imtil  one 
o'clock  because  then  I  can  sit  down 
and  have  lunch  for  two  hours.  I  have 
a  tennis  game  at  three  o'clock  today. 
It's  just  using  sound  business  prac- 
tices, that's  all." 

Newmark's  "sound  business  prac- 
tices" were  handed  down  from  Adam 
Smith  via  Frederick  Taylor  and  Henry 
Ford.  The  main  idea  is  the  specializa- 
tion of  labor,  with  each  worker  per- 
forming a  few  repetitive  functions. 

"I  can  sit  here  in  the  morning  and 
do  what  I  do,  which  is  half  a  doz- 
en procedures,"  says  Newmark.  "I 
mold  crowns,  a  bridge,  an  occasional 
partial,  an  occasional  denture  and  a 
few  fillings.  I  can  cut  gold  crowns  like 
you  wouldn't  believe!" 


Newmark's  eight-man  partnership 
consists  entirely  of  specialists,  and  the 
group  rents  ofiice  space  to  another  six 
dentists,  general  practitioners  who  are 
not  partners.  By  specializing  under 
one  roof  like  that,  Newmark  suggests, 
work  gets  done  quicker  and  better. 

By  operating  in  two  shifts  (morn- 
ing and  afternoon)  from  7  a.m.  to 
7:30-  p.m.  (with  a  24-hour  call  sys- 
«^tem),  Newmark's  team  gets  far  more 
use  out  of  their  facihties  than  does 
the  average  individual  practitioner. 
"Overutilization  of  the  facilities  means 
that  one  shift  basically  pays  the  rent, 
the  expenses,  everything,  and  the  sec- 
ond shift  is  profit,"  says  Newmark. 
"We  also  have  an  excellent  source  of 
income-maybe  $30,000  to  $50,000  a 
year— from  owning  our  own  labora- 
tories; the  individual  practitioner  can't 
afford  that.  I  thought  it  would  be  just 
a  convenience,  but  it  turned  out  to 
be  highly  profitable." 

Each  partner  acts  as  a  department 
head,  he  goes  on,  one  in  charge  of 
supphes,  one  in  charge  of  the  labora- 
tory—even one  in  charge  of  maga- 
zines and  cleanup  (of  the  office). 
Well,  somebody  has  to  do  it. 

All  of  which  supports  a  list  of  over 
28,000  "active"  (someone  who  has 
been  in  the  office  during  the  past  two 
years)  patients.  Since,  according  to 
NYU's  Dean  Giddon,  "The  average 
dentist  can  take  care  of  1,000  pa- 
tients," Newmark's  14-man  group  is 
doing  roughly  twice  the  average  vol- 
ume and  in  half  the  time. 

Has  Newmark  thought  of  adding  a 
night  shift?  Says  Newmark  with  a 
smile:  "We're  just  at  Phase  One."  ■ 


Never  play  golf  with 
your  dentist.  He  might 
be  another  Gary  Mid- 
dlecoff,  the  former 
PGA  champion. 


Ohio's  own  Zane  Grey 

abandoned  a  career 
in  dentistry  in  1904 
to  pen  Riders  of 
the    Purple     Sage, 

among  others. 


The  reason  baseball's 
immortal  Casey  Sten- 
gel stopped  going  to 
dental  school  was  that 
his  instructors  took  a 
dim  view  of  training  a 
left-handed  dentist. 
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of  coffee  does  exactly 
the  same  thing  as  a  frowor 


Frank  Borman,  President,  Eastern  Airlines 


V* 


j»  * 


A  frown  does  the  same  thing  as 
late  suitcase. 

A  late  suitcase  does  the  same 
ling  as  an  unfriendly  gate  agent. 

These  things  can  turn  you  off. 
nd  we  can't  afford  that. 

We  want  your  business. 

So  one  of  the  things  we've  done  to 
nprove  our  service  is  to  give  each 
f  our  employees  an  added 
sason  to  take  better  care  of  you. 
hat  reason  is  a  share  of  the  profits. 

Eastern  is  the  first  and  only 
lajor  airline  witli  an  employee 
rofit- sharing  plan. 

Now  we  all  have  a  personal 
take  in  getting  you  to  fly  Eastern 


Airlines  again  and  again. 

You'll  find  that  our  reservations' 
people  will  do  their  best  to  get  you 
to  the  right  place  at  the  right  time. 

You'll  get  your  ticket  a  little  bit 
fasten 

You'll  see  extra  smiles  from  our 
flight  attendants. 

You'll  hear  an  extra  "thank  you" 
fi*om  everybody. 

You'll  find  your  luggage  being 
treated  with  more  respect. 

And  we're  going  to  give  it  back 
to  you  as  fast  as  possible  when  you 
arrive. 

We'll  do  our  best  to  get  you  out 
of  the  airport  on  schedule. 


But  if  there  is  a  delay,  we're 
going  to  tell  you  the  reason  why. 

In  short,  all  of  our  people  are 
committed  to  giving  you  the  kind 
of  service  you  can't  get  on  any 
other  airline. 

But  if  by  chance  we  goof  and 
you  get  a  cold  cup  of  coffee,  please 
let  the  flight  attendant  know  about 
it  right  away. 

We  want  to  take  care  of  you. 

We  know  there  are  a  lot  of  air- 
lines out  there  you  could  fly  besides 
Eastern. 

So  if  we  want  you  to  fly  Eastern 
all  the  time,  and  we  do,  we  have  to 
earn  our  wings  every  day. 


©  EASTERN  THE  WINGS  OF  MAN 


•THE  WINGS  OF  MAN"  IS  A  REGISTERED  SERVICE  MARK  OF  EASTERN  AIR  LINES.  INC- 
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just  thjnk  energy 
n  you  think  Cities  Service 


We  put  a  lot  of  energy  into  energy  operations  at 
Cities  Service.  We're  heavily  involved  in 
discovering  new  sources  of  oil  and  gas, while 
providing  consumers  with  petroleum  products  at 
CITGO  stations.  But  we're  also  a  company 
deeply  involved  in  a  broad  range  of  other  highly 
diversified  efforts. 

Our  17.000  Cities  Service  people  work  with 
many  natural  resources.  They  find,  produce  or 
manufacture  energy,  chemical  and  metal 
products  of  a  wide  variety. 

From  plastics,  molybdenum,  copper,  industrial 
chemicals,  iron  ore,  waxes,  zinc  concentrates. 


fuels,  lubricants  and  carbon  black. 

To  wire  and  cable,  helium,  natural  gas,  fire 
retardants  and  coatings,  iron  oxides,  synthetic 
fuels,  sulfuric  acid,  natural  gas  liquids,  butyl 
rubber  and  petrochemicals. 

So  when  you  think  of  Cities  Service  as  an 
energy  company,  we'd  also  like  you  to  think  of 
Cities  Service  as  a  chemicals  and  metals 
company  as  ucll.  A  company  engaged  in  a 
constant  cfTort  to  discover  and  produce  new 
sources  of  natural  resources.  Resources  we  need 
more  and  more  for  an  economically 
self-sufficient  America. 


Tkke  a  closer  look  at  us.  There's  a  lot  to  see. 

CITIES  SERVICE  COMPANY 


Copyright  197^  Cities  Service  Company.*  Registered  Trademarks  of  Cities  Service  (  ompany 


think  again 

COPPER  Our  expanding  mining 
operations  in  Arizona  and 
Tennessee  make  us  a  significant 
producer  of  this  important  metal. 
Our  search  for  new  sources  of 
copper  and  copper  related  minerals 
stretches  around  the  world. 


And  again 

PLASTICS  Our  Fesco  division  is 
the  largest  producer  of  molded 
plastic  housewares  in  the  United 
States.  Most  are  sold  under  the 
well-known  FESTIVAL®  brand 


name. 


And  again 

CARBON  BLACK  Our 

Columbian  division  is  a  leading 
supplier  to  domestic  and  foreign  tirg 
manufacturers  of  carbon  black,  an 
essential  ingredient  for  tire  wear  and 
toughness.  We're  also  a  major 
producer  of  butyl  rubber,  primarily 
used  by  the  rubber  industry. 


And  again 

CONVENIENCE  FOODS  We  re 

major  innovators  in  this  growing 
marketing  field  with  our  CITGO 
Quik  Mart  operation,  combining 
gasoline  and  convenience  food 
retailing. 


THE  ENERGY,  CHEMICALS, 
METALS  COMPANY 


ow  a  little-known  side  of  Marsh&McLennan 
can  save  you  a  lot  of  management  headaches. 


Radiation  safety 
Simulation 


iSV^^*^' 


Env,ronn.enfa;/mpacf 


B>sKtraos*er 


SKK 


By  analyzing  every  aspect  of  your 
risk  situation.  From  compliance 
with  the  growing  body  of  govern- 
ment regulations. ..to  implementing 
and  managing  captive  insurance 
companies.  Which  one— or  more— 
of  these  organizations  can  help  your 
company? 

M  G  M  Protection  Consultants. 

Property  and  earnings  loss  preven- 
tion, public  liability  loss  control, 
compliance  with  OSHA  regulations, 
security,  emergency  evacuation, 
evaluation  of  employee  accident 
control  programs,  industrial  haz- 
ards, product  safety,  auto  fleet 
safety,  employee  safety. 

Clayton  Environmental  Consult- 
ants. Evaluation  and  control  of  en- 


vironmental  problems,  industrial 
hygiene  and  air  pollution,  analytical 
laboratory,  compliance  with  EPA 
regulations. 

Nuclear  Insurance  Consultants. 

Site  and  risk  evaluation,  radiation 
safety/loss  control  procedures,  con- 
tract review,  schedule  and  conduct 
on-going  inspections,  recommend 
and  obtain  appropriate  nuclear  in- 
surance, coordinate  with  Muclear 
Regulatory  Commission. 

Risk  Management  Consultants. 

Practical  application  of  financial 
and  quantitative  methods  for  risk 
management  decisions,  analysis 
and  development  of  captive  in- 
surance company  approaches, 
library  research  and  information. 
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Site  evaluation 


degress/on 
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QaptWes 


Cas' 
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Government  regulation. 


Marsh  &  McLennan  (Bermuda) 
Ltd.  Implementation  of  captive  in- 
surance companies  and  manage- 
ment of  daily  operations. 

Multinational  insurance  Services. 

Specifically  organized  to  concen- 
trate on  international  general 
insurance  and  risk  management 
problems.  Specialists  work  closely 
with  account  executives  here  and 
overseas  in  the  planning,  market- 
ing, implementation  and  servicing 
of  insurance  programs  for  United 
States  firms  with  operations  in 
other  countries. 


For  more  information,  call  us  at 
(212)997-5919. 


Helping  you  solve  problems 
before  they  become  problems. 


Faces  Behind  the  Figures 


Musical  Chairs? 

Last  spring,  disciissing  the  repeated 
talent  and  management  raids  on  the 
CBS-TV  network  by  rivals  American 
Broadcasting  and  NBC,  CBS  Inc. 
President  Arthur  R.  Taylor  told 
Forbes:  "What  it  means  is  that  they 
don't  have  a  bench.  CBS  has  always 
been  good  at  filling  up  the  bench 
with  good  kids.  People  say,  'You  had 
to  use  your  bench.'  That's  what  a 
bench  is  for." 

Last  month,  smarting  from  the  big- 
gest kick  in  the  teeth  CBS  has  re- 
ceived in  the  Nielsen  ratings  in  21 
years  and  alarmed  at  the  apparent 
depletion  of  the  "Trench"  of  broad- 
casting executives,  Founder-Chair- 
man-Boss William  S.  Paley  abruptly 
dismissed  Taylor.  Reaching  to  the 
bench  himself,  Paley  chose  as  Taylor's 
successor,  John  D.  Backe,  44,  presi- 
dent of  the  CBS  Pubhshing  Group. 

Nothing  the  company  has  said 
about  Taylor's  departure  thus  far 
makes  much  sense.  CBS'  main  prob- 
lem at  present  is  that  it  has  been 
running  third  in  a  three-horse  race 
for  ratings  this  season.  Since  neither 
Taylor  nor  Backe,  financial  men  both, 
have  any  visible  credentials  to  solve 
that  problem,  there  is  at  least  tenta- 
tive reason  to  conclude  that  Paley, 
now  75,  is  up  to  his  old  tricks— getting 
rid  of  his  apparent  successor. 

Arthur  Taylor  joined  CBS  in  1972 
because,  the  story  went,  Paley  was 
convinced  he  needed  more  profes- 
sional management  for  CBS'  chroni- 
cally troubled  nonbroadcasting  ven- 
tures. That's  what  Paley  got.  Taylor, 
former  chief  financial  ofiBcer  of  In- 
ternational Paper,  imposed  stricter  fi- 
nancial controls,  sold  some  disastrous 
acquisitions  (including  The  New  York 
Yankees)*  and  wrote  oflF  housing  de- 
veloper Klingbeil  Co.  as  well  as  heavy 
developmental  costs  for  unpromising 
editorial  ventures  (most  notably  on 
an  elementary  reading  and  math 
series).  In  the  broadcasting  end,  how- 
ever—CBS' real  moneymaker— Taylor's 
position  apparently  remained  equivo- 
cal. Although  he  was  president  of  the 
company,  he  had  no  broadcasting  or 
entertainment  experience.  He  seem- 
ingly irked  the  so-called  creative  types 
with  his  insistence  on  tighter  finan- 
cial controls.  As  they  began  to  de- 
part, and  CBS'  ratings  began  to  slip. 


^ 


Backe  of  CBS  Inc. 

Taylor  became  a  convenient  scapegoat. 
Backe,  his  successor,  was  recruited 
in  1973  from  General  Electric's  and 
Time  Inc.'s  ill-fated  General  Learn- 
ing Corp.  to  run  CBS'  publishing 
group.  A  financial  man  like  Taylor, 
Backe,  however,  is  more  outgoing, 
more  able  to  laugh  at  himself.  Judg- 
ments vary  as  to  whether  he  is  really 
a  tough  guy,  but  he  has  cultivated 
(some  say  jokingly)  his  nickname, 
"The  Barracuda"— going  so  far  as  to 
pose  with  a  stufiFed  one  for  CBS'  house 
organ.  He  distributed  neckties  to 
his  salesmen  bearing  an  acronym  for 
"get  oflF  your  butt."  There's  nothing 
Ivy  League  about  him.  He  got  his  MBA 


from  Cincinnati's  Xavier  University 
night  school. 

Under  Backe,  the  CBS  Publishing 
Group  did  well.  Since  1971,  the  year 
before  Taylor  began  taking  heavy 
write-offs,  the  publishing  group's  sales 
have  risen  58%,  to  $207  million,  and  its 
earnings  have  risen  from  $12.8  mil- 
lion to  $18  million. 

The  announcement  of  Taylor's  de- 
parture and  Backe's  promotion  was 
accompanied  by  yet  another  bit  of 
news— that  Bill  PaJey  would  give  up 
his  title  of  chief  executive  ofiicer 
com©  next  April. 

Any  betting  on  Backe's  chances  of 
making  it  all  the  way  to  the  top?  ■ 


FORBES,   NOVEMBER    1,    1976 


93 


Ybur  Bell  Account  Rep 
systems  planner  car 


ban  do  what  no  other 
Jo.  Pick  our  brains. 


Get  your  key  people  to  discuss  their  communications 
problems  with  a  Bell  Account  Representative  and  there's  no 
telling  where  it  will  lead. 

Your  problems  may  get  to  the  ear  of  a  Marketing 
Manager  at  AT&T  Or  a  scientist  at  Bell  Labs.  Or  an  engineer 
at  Western  Electric.  Or  a  long  distance  telecommunications 
specialist  at  AT&T  Long  Lines. 

The  system  we  work  out  for  you  may  involve  specialists 
in  data  transmission,  voice  transcription,  all  kinds  of 
communications  services.  For  your  Account  Rep  has  the 
resources  of  the  world's  most  experienced  communications 
company  to  draw  on.  And  when  we  recommend  a  system, 
you're  getting  our  best. 

You're  also  getting  our  commitment  of  total 
responsibility.  We  not  only  design  your  system,  we  install  it 
and  maintain  it.  And  when  it  serves  your  interest  best,  we 
draw  upon  reliable  outside  sources  to  assure  that  you  get 
exactly  the  system  you  require. 

Invite  a  Bell  Account  Representative  to  the  table  where 
your  key  people  bring  their 
communications  problems. 
Then  watch  an  expert 

brain-picker  go  to  work  to  »fc^iP%ll~  avim^ 

help  solve  them  for  you.  SIBILIT  ■■ 


BESPON 


(Q)  Beli  System 


Faces  Behind  the  Figures 


Who  Wins? 

For  years  now  Standard  Oil  of  Ohio 
Chairman  Charles  E.  Spahr,  63,  and 
his  institutional  admirers  on  Wall 
Street  have  been  living  for  the  future. 
The  future,  of  course,  is  all  that  Alas- 
kan crude  from  Sohio's  54%  interest  in 
the  proven  reserves  of  Prudhoe  Bay 
that  is  due  to  come  coursing  dovvoi 
the  (re) welded  pipeline  next  summer. 
Hence  Sohio's  lofty  22-times-eamings 
multiple— a  huge  premium  over  other 
domestic  oil  companies. 

Spahr  has  not  discouraged  the 
view,  popular  among  stock  analysts, 
that  Sohio's  earnings  performance  in 
recent  years  and  its  returns  on  equity 
and  capital  (all  of  which  rank  about 
31st  in  a  field  of  33  major  domestic 
oil  companies)  are  largely  "academic." 
Once  that  crude  (600,000  barrels  a 
day)  starts  flowing,  Sohio's  earnings 
could  leap  from  $125  million  to  $725 
million  or  more,  say  analysts  like  Mor- 
gan Stanley's  Barry  Good. 

But  will  Sohio  be  the  big  winner? 
Or  will  British  Petroleum? 

It  was  British  Petroleum  who  found 


that  crude  up  in  Prudhoe  Bay.  And 
it  is  British  Petroleum  (whose  stock 
sells  at  15  times  earnings)  who  will 
own  most  of  it  when  it  comes  down 
the  pipeline. 

Very  simply,  the  deal  works  like 
this.  BP,  back  in  1970,  swapped  its 
Prudhoe  Bay  leases  for  25%  of  Sohio's 
common  (also  throwing  in  two  North* 
American  refineries  and  some  8,000 
service  stations).  So  now  Sohio  had 
the  Prudhoe  leases,  but  BP  had  Sohio. 
Nice  deal  for  BP.  Henceforth  Sohio, 
not  BP,  would  have  to  raise  the  multi- 
billions  needed  to  develop  the  remote 
Alaskan  oil.  What  Sohio  got,  in  other 
words,  was  an  opportimity  to  spend 
money.  And  spend  Spahr  did.  Sohio's 
capital  expenditures  soared  from  $193 
million  in  1973  to  $1.6  billion  in  1975. 
Long-term  debt  nearly  quintupled, 
racing  well  ahead  of  shareholders' 
equity.  Spahr's  estimates  of  the  cost 
of  completing  the  first  phase  of  the 
Alaskan  project  are  still  being  re- 
vised upward  rather  sharply  every 
six  months.  Meanwhile,  Sohio's  1976 
earnings  per  share  will  probably  drop 
from  $3.42  to  something  like  $3.20. 


Spahr  of  Sohio 

Ah,  but  wait  until  the  oil  starts  to 
flow!  Wait,  indeed.  The  more  it  flows, 
the  more  of  Sohio  BP  will  own.  The 
deal  called  for  BP's  interest  in  Sohio 
to  increase  in  pace  with  production 
volume  up  to  a  maximum  of  54%  con- 
trol at  600,000  barrels  a  day.  As 
noted  petroleum  analyst  Charles  Max- 
well of  C.J.  Lawrence  remarks:  "No 
one  seems  to  be  looking  at  the  fact 
that  after  you  reach  that  production, 
four  out  of  five  barrels  go  to  BP." 

Shades  of  the  old  British  Empire!  ■ 


lUuddling  Through 

The  average  Briton,  says  Sir  John 
Hill,  chairman  of  the  U.K.  Atomic 
Energy  Authority,  is  complacent  be- 
cause he  thinks  that  crude  oil  from 
the  North  Sea  wUl  remedy  many  of 

Hill  of  Britain's  AEA 


the  economic  ills  plaguing  the  coun- 
try. Hill  suspects  the  average  Briton 
is  in  for  a  shock.  North  Sea  oil  pro- 
duction will  peak  in  the  1990s  and 
start  to  run  down  thereafter— a  short 
run,  as  history  goes.  In  the  longer 
term,  Sir  John  believes  that  Britain 
must  count  on  nuclear  energy— specif- 
ically, the  fast-breeder  reactor,  which 
produces  more  fuel  than  it  consumes 
—to  fill  the  country's  energy  needs. 
Sir  John's  view  will  not  easily  prevail. 
Only  last  month  a  report  issued  by 
the  government's  Royal  Commission 
on  Environmental  Pollution  questioned 
whether  Britain  really  needs  the 
breeder— or  indeed  any  big  future  nu- 
clear program. 

The  report  gave  the  British  nuclear 
industry— parent  of  the  world's  first  in- 
dustrial-size reactor— good  grades  for 
safety.  It  even  recommended  siting 
new  reactors  near  cities  for  local  heat- 
ing. But  foes  of  nuclear  power  can 
find  ample  support  in  the  200-page 
document,  including  the  statement 
that  Britain  "should  not  rely  for  ener- 
gy supply  on  a  process  that  produces 
such  a  hazardous  substance  as  plu- 
tonium  unless  there  is  no  reasonable 
alternative."  Sir  John's  point  is:  There 
is  no  reasonable  alternative. 

What  with  complacency  about  oil 
and  a  general  revulsion  throughout 
the  world  against  nuclear  energy.  Sir 


John  isn't  going  to  find  it  easy  to  get 
across  his  point  of  view.  A  rather  shy, 
soft-spoken  man.  Hill  shakes  his  head: 
"Those  who  propose  nonnuclear  alter- 
natives, other  than  very  long  term,  are 
those  who  have  spent  the  least  time 
studying  the  matter." 

Making  matters  worse  is  the  fact 
that  Britain  cannot  rely  for  too  long  on 
present-day  nuclear  reactors.  They 
bum  up  uranium  and  Britain  must 
import  every  ounce  of  uranium  it  uses. 
Hill  thinks  the  commission's  worry 
over  the  safety  of  future  breeder  re- 
actors is  illogical.  "True,  our  safety 
technology  of  today  is  inadequate  for 
the  reactors  of  the  year  2000,"  he 
says,  "but  by  2000  our  safety  tech- 
nology will  have  progressed  along 
with  our  reactor  technology." 

What  Sir  John  wants  is  permission 
to  go  ahead  on  a  commercial-size 
(1,300-megawatt)  reactor  derived 
from  a  small  prototype  breeder  reac- 
tor that  has  been  operating  in  Scot- 
land for  the  past  two  years.  There 
has  been  turl)ine  and  generator  trou- 
ble, but  the  reactor  itself  has  worked 
well.  Sir  John's  purpose  is  to  work  out 
the  bugs  now  so  that  when  Britain 
really  needs  the  breeder,  "we  won't 
have  to  take  a  leap  in  the  dark." 

The  energy  crisis  is  one  mess  that 
Britain  won't  be  able  to  just  muddle 
through.   ■ 
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From  a  tank  of  gas  to  a 
corrugated  box  to  an  auto  muffler 
to  a  giant  ship. 

All  in  a  day's  work  forTenneco. 


Diversity  is  Tenneco's  stock  in  trade.  Serving 
you  with  a  wide  range  of  products  is  some- 
thing we  work  at  every  day  of  the  year.  Here 
are  just  a  few  examples: 

A  TANK  OF  GAS.  Tenneco  Oil  has  gasoline 
stations  throughout  the  South  and  Southeast 
U.S..  We  also  supply  heating  oil  through  dis- 
tributors up  and  down  the  Atlantic  Seaboard. 

A  CORRUGATED  BOX.The  major  business 
of  our  Packaging  Corporation  of  America 
is  supplying  the  corrugated  shipping 
containers  that  carry  food  and  goods  to 
consumers.  We  also  make  cartons,  molded 
pulp  and  plastic  packaging. 

AN  AUTO  MUFFLER.  There's  a  Walker 
Manufacturing  exhaust  systenrron  one  out  of 
every  three  cars  on  U.S.  roads  today.  We're 
also  making  catalytic  emission  control 
equipment  for  auto  manufacturers,  and  fil- 
ters, lifting  equipment,  and  heavy-duty 
truck  parts. 

A  GIANT  SHIP.Our  Newport  News  Ship- 
building is  constructing  sophisticated  Lique- 
fied Natural  Gas  Carriers  to  bring  home  this 
needed  energy  from  abroad.  And  our 
Newport  News  Industrial  division  makes 


components  for  nuclear  generating  plants 
and  provides  refueling,  inspection  and 
training  services. 

A  FARM  TRACTOR.  Our  J  I  Case  makes 
tractors  for  any  size  farm.  Case  and  its  Davis 
and  Drott  divisions  also  make  the  longest 
line  of  digging,  trenching  and  excavating 
equipment  available. 

PLASTICS  FOR  YOUR  HOME  AND  AUTO. 

Tenneco  Chemicals  makes  versatile  plastics 
for  all  kinds  of  uses  from  clothing  to  plumb- 
ing pipe,  plus  foam  carpet  padding  and 
acoustical  products. 

CRISP  ROASTED  ALMONDS.  Our  agricul- 
tural division  markets  premium  quality  fruits 
and  vegetables,  almonds,  dates  and  raisins 
under  our  Sun  Giant®  label. 

A  HOT  MEAL.Our  natural  gas  system  is  one 
of  the  largest  in  the  country  with  1 5,890  miles 
of  pipeline. 

Service  through  diversification.  It's  all  in  a 
day's  work  for  Tenneco. 

For  more  information,  write  to  Dept.  H-5 
Tenneco  Inc.,  Houston,  Texas  77001 . 


Tenneco 


The  American  Insurance  Buyer. 


Not  just  a  position,  a  profit-  center,  too. 

Company  president;  treasurer,  or  corporate  insurance  buyer,  keeping  the  lid  on 
insurance  costs  is  an  ongoing  responsibility.  What's  called  for  are  innovative 
programs  that  can  help  control  ultimate  cost  without  shrinkage  in  security. 
American  Mutual  offers  several: 

1 .  Programs  to  eliminate  or  reduce  insurance,  including  prudent  use  of 
higher  deductibles  and  partial  self-insurance. 

2.  Rating  programs  designed  to  produce  cost  reduction  commensurate  with 
loss  reduction,  including  retrospective  rating  and  loss  ratio  dividend  plans. 

3.  Claim  adjusting  and  safety  engineering  services  to  support  corporate 
insurance  programs. 

4.  A  computerized  system  for  monitoring  claims,  a  strong  control  device  for 
the  decentralized  organization. 

American  Mutual  was  selling  liability  insurance  in  America  25  years 
before  the  first  Workers'  Comp  laws  were  written  in  1912.  That  adds  up  to  a  lot  of 
experience  with  the  changing  role  of  insurance  protection  and  with  changing 
needs  of  people. 

Call  us;  we're  in  the  Yellow  Pages. 


J\merican 

J^i^Utual  We  want  to  keep  you  safe,  and  sound. 


i 


i 


i 


® 


INSURANCE  COMPANIES, 
WAKEFIELD,  MASS.  01  880 


I 
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Faces  Behind  the  Figures 

Just  What  We  IMeed: 
Shortages  Again 

Some  time  this  year  or  next,  Chair- 
man Donald  Rice  of  the  National 
Commission  on  Supplies  &  Shortages 
will  explain  to  Congress  and  the 
President  why  there  seemed  to  be  so 
many  shortages  in  the  economy  in 
1973  and  1974,  and  how  to  deal  with 
a  repeat. 

"It  doesn't  look  like  there  is  any 
real  problem  with  physical  resource 
exhaustion  for  most  of  these  nonfuel 
commodities  medium  term  or  long 
term,"  says  Rice,  the  37-year-oId  pres- 
ident of  the  Rand  Corp.  "Our  assess- 
ment is  that  a  set  of  new  government 
policies,  such  as  environmental  regu- 
lations, safety  regvilations  and  price 
controls,  were  instituted  without  suf- 
ficient coordination   in   terms  of  eco- 


Rice  of  the  Rand  Corp. 


nomic  impact.  At  the  same  time,  there 
was  a  simultaneous  boom  in  all  the 
developed  countiies  of  the  world."  No 
wonder  there  were  shortages  in  1973 
and  1974! 

Could  it  happen  again?  "It's  prob- 
ably likely  to  recur,"  is  Rice's  gloomy 
reply. 

Rice,  a  Ph.D.  in  economics  from 
Purdue,  worked  five  years  for  the  Fed- 
eral Government  before  joining  Rand, 
so  he  knows  well  the  ways  of  govern- 
ment. He  wonders  out  loud  if  the 
present  military  stockpiles  of  raw  ma- 
terials couldn't  be  used  to  ease  futine 
civilian  shortages. 

"The  more  expansive  you  make  the 
stockpiling  criteria  for  the  strategic 
stockpile,  the  more  the  subject  begins 
to  overlap  into  economic  security  as 
well  as  military  security."  Are  the  two 
really  separable  today?  ■ 


Would  You  Buy 
A  Used  Jetliner 
From  This  Man? 

The  title  embarrasses  him,  but 
there's  no  doubt  whatever  that  Rob- 
ert Wyzenbeek,  55,  is  king  of  the 
used  but  still  useful  jetliners. 

In  just  four  years  he  has  unloaded 
44  craft,  including  four  747s,  and 
raised  $180  million  for  Los  Angeles' 
Continental  Airlines,  Inc.,  where  he 
is  vice  president  for  aircraft  sales. 
All  but  16  went  to  foreign  coun- 
tries, where  Wyzenbeek's  customers 
include  China  Airlines,  Varig  and 
Air  Canada. 

"We  got  more  than  book  value,  and 
every  deal  was  cash  on  delivery,"  says 
Wyzenbeek,  who  with  his  slow  west- 
em  drawl  is  anything  but  your  leg- 
endary used-vehicle  salesman.  A  self- 
confessed  plane  nut  who  was  earn- 
ing his  pilot's  license  while  a  teenager 
—he  was  still  in  high  school— Wyzen- 
beek flew  with  the  Navy  and  Pan 
Am  before  switching  to  sales,  first 
with  Boeing  and  then,  in  1971,  with 
Continental. 

Wyzenbeek  says  he  would  just  as 
soon  talk  about  entomology  and  the 
art  of  tying  fishing  flies  than  plane 
deals,  but  his  talent  for  plane  dealing 
hasn't  gone  unnoticed.  Late  last  year. 
New  York\  Citibank  chose  Continen- 
tal and  Wyzenbeek  over  20  competi- 
tors to  handle  the  disposal  of  100-plus 
jetliners  in  which  it  has  an  owner- 
ship interest.  Citibank  was  among  a 
number  of  banks  and  wealthy  indivi- 
duals who  in  the  mid-1960s  set  up 
trusts  to  buy  and  then  lease  jets  to 


Wyzenbeek  of  Continental  Airlines 


the  airlines.  For  the  trusts,  it  meant 
a  steady  stream  of  rental  income,  plus 
sizable  investment  tax  credits.  For 
the  airlines,  it  meant  new  aircraft 
that  they  couldn't  otherwise  afford. 
About  one  out  of  every  five  passen- 
ger jetliners  flying  in  the  U.S.  today 
is  on  lease. 

The  leases  are  starting  to  run  out. 
Control  of  the  planes— two-,  three- 
and  four-engine  planes  from  DC-9s  to 
747s— is  returning  to  the  trusts.  But 
in  today's  market  will  the  airlines 
exercise  their  purchase  options  for 
the  planes?  "This  isn't  like  taking  back 
a  used  railcar,"  explains  Wyzenbeek. 
"The  banks  really  don't  know  much 
about  the  assets  they're  getting  back." 
That's  because  some  of  the  planes 
have  been  refitted  and  the  safety  rules 
changed  since  the  craft  first  flew.  As 
Wyzenbeek  quickly  points  out,  the 
banks  normally  don't  have  the  tech- 
nical experts  on  their  staffs  to  evalu- 
ate the  planes. 

For  a  fee.  Continental  will  do  the 
job  for  Citibank  and,  Wyzenbeek 
hopes,  for  a  lot  of  other  banks  too. 
Some  450  planes  will  come  off  lease 
over  the  next  15  years.  Says  Wyzen- 
beek, who  unloaded  his  first  batch  of 
planes  with  the  help  of  only  one  as- 
sistant, "Selling  used  planes  can  be 
highly  profitable  and  we  expect  it  to 
make  a  significant  contribution  to 
Continental's  total  sales." 

So  does  Continental.  Last  year 
Continental  abruptly  plunged  into  the 
red,  reporting  a  $9.7-million  deficit 
on  revenues  of  $515  million  and  the 
company  is  only  marginally  in  the 
black  this  year.   ■ 
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FORBES 

INDUSTRIAL  DEVELOPMENT 

ADVERTISING  SECTION 

The  advertisers  in  this  section  are  offering  valuable  Industrial  site  and  area  development  literature 
at  no  cost  or  obligation  to  FORBES  readers  who  are  involved  with  new  plant  site  or  office  selection. 

Determining  the  best  available  new  site  for  industrial  expansion  or  relocation  of  facilities  requires 
thorough  analysis  and  careful  comparison  of  a  large  number  of  important  factors.  The  purpose  of 
this  new  FORBES  section  is  to  make  it  easier  for  you  to  obtain  such  information.  The  advertisers 
appearing  on  these  pages  are  eager  to  send  you  literature  to  assist  you  in  your  plant  site  investiga- 
tions. Their  brochures  and  other  material  should  provide  you  with  many  hours  of  worthwhile  study. 

To  order  any  of  the  literature  offered  in  this  special  section,  refer  to  the  postage  paid  card  provided 
at  the  end  of  the  section.  Simply  circle  the  numbers  listed  which  correspond  to  the  advertisers  who 
interest  you  and  fill  In  your  name,  title,  company  and  address.  Your  request  will  be  processed  by 
FORBES  and  forwarded  to  the  advertisers  involved.  They  will  mail  their  literature  to  you  directly. 
Please  allow  a  reasonable  time  for  processing. 


ARIZONA— Phoenix 

We'll  give  you  plenty  of 
reasons  to  consider  Phoenix. 

There  are  plenty  of  good  reasons  why  prominent  com- 
panies hke  Greyhound  Corporation,  American  Express 
and  Sentry  Insurance  relocated  in  Phoenix  and  the  Val- 
ley of  the  Sun. 

And,  as  the  electric  and  water  utility  serving  the  prime 
suburban  industrial  areas,  the  Salt  River  Project  can 
show  you  just  what  metro  Phoenix  has  to  offer  your  firm. 

We'll  tell  you  about  the  wide  variety  of  industrial  and 
oflBce  parks  on  hand  and  under  development.  About  the 
ease  of  turning  on  to  over  one  million  more  kilowatts 
of  electric  power  coming  on 
line  in  the   next  six  years. 
About  the  extremely  favor- 
able tax  picture.  And  about 
transportation,  labor,  wages, 
suppliers  and  more. 

Take  it  from  us.  Circle 
our  number  for  your  free 
copy  of  "Industrial  Assets  of 
Greater  Phoenix."  Your  re- 
quest will  be  held  in  strict- 
e.st  confidence. 


ARKANSAS-KANSAS-MISSOURITEXAS 

Four  Missouri  Pacific 
Industrial  Parks 

Missouri  Pacific  Railroad  is  developing  four  new  in- 
dustrial parks  at  West  Memphis,  Arkansas;  Wichita, 
Kansas;  Springfield,  Missouri  and  Austin,  Texas.  Sites 
available  from  VA  to  300  acres.  Ideal  for  light  manu- 
facturing or  warehousing.  Paved  streets  and  full  util- 
ities. All  within  city  limits.  Close  or  adjacent  to  inter- 
state highways  and  airports.  Each  strategically  locat- 
ed to  reach  major  distribution  centers.  Missouri  Pa- 
cific provides  excellent  transportation  service  at  each 
park,  including  rail,  truck,  airfreight,  LTL,  piggyback 
and  containerization.  Fact- 
filled  brochures,  including 
site  maps,  are  available  now 
from  Missouri  Pacific.  Many 
choice  locations  still  open. 
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COLORADO— Colorado  Springs 

Your  Key  Executives  Want 
to  Live  in  Colorado  Springs. 

Ask  them.  You  might  be  surprised.  Because  today's  ex- 
ecutive is  concerned  with  something  that  many  com- 
panies just  can't  provide.  Quality  of 
life.  More  and  more  of  the  talented 
executives  you  need  are  no  longer 
accepting  the  urban  ordeal  as  a 
viable  way  of  life.  At  any  price. 

Modern  communications  and 
travel  let  you  take  full  advantage 
of  our  healthy  lifestyle.  The  kind 
that  gives  you  and  your  or- 
ganization a  new  wellspring  of 
enthusiasm. 

You  can  run  a  national  or  interna- 
tional operation  from  here.  Think 
about  it.  We're  a  beautiful  mid- 
size city  of  300,000  involved  in 
planning  our  future.  Your  executives 
are  already  looking  at  Colorado 
Springs.  For  that  reason  alone,  you 
should  too. 

Your  future  may  depend  on  it. 


NEBRASKA 

Report  to  management 

OBJECTIVE:  The  most  profitable  new  plant  lo- 
cation. 

CRITERIA:  Lafoor— Trainability,  dependability,  and 
productivity  of  Nebraska  labor  ranks  it  among  the  best. 
"Value  Added"  rate  is  $3.69.  Energi/— Nebraska  elec- 
tric rates  are  lowest  in  the  Midwest.  Proximity  to  vast, 
low  sulfur  coal  deposits  and  leadership  in  harnessing 
nuclear  potential  indicates  a  bright  futm-e.  Access— 
Overnight  by  truck  from  Nebraska  to  a  heartland  mar- 
ket of  50  million.  Central  geography  is  ideal  to  serve 
national  markets.  Other  Reasons— L,ei's  discuss  in  person. 


CONCLUSION:  Consider 
Nebraska.  Send  for  the  com- 
plete "Report"  and  get  all 
the  important  reasons  your 
next  plant  will  profit  more 
in  Nebraska. 


NORTH   CAROLINA 

Sign  up  for  one  of 
our  famous  plant  tours. 

See  a  choice  selection  of  immediately  available  plant 
facilities.  Find  out  square  footage,  construction  type, 
ceiling  height,  site  size,  available  transportation  and 
utilities,  community  population  and  location  within  the 
state.  Or  take  advantage  of  the  second  lowest  construc- 
tion costs  in  the  country  and  select  a  site  just  right  for 
building  your  own  plant.  Tour  every  one  of  North  Caro- 
lina's available  sites  and  facilities  without  even  having 
to  leave  your  oflBce.  Simply  write:  Governor's  Office, 
P.O.  Box  27687,  Raleigh,  North  Carolina  27611.  Or  call: 
(919)  829-7982  before  January  15th,  1977.  Or  (919) 
733-7982  after  January  15th,  1977.  We'll  send  you  every- 
thing you  ne'ed  to  get  started. 


PENNSYLVANIA 

Pennsylvania.  Four-Color 
Fact-Filled  Free 

Packed  with  information,  this  book  is  a  handsome,  beau- 
tifully illustrated  compendium  of  all  that  makes  Penn- 
sylvania the  remarkable  state  that  it  is. 

We  welcome  your  requests  for  it.  And  through  it, 
we  welcome  you  to  Pennsylvania. 

Please  write  to  Bureau  of  Economic  Development, 
Dept.  of  Commerce,  Commonwealth  of  Pennsylvania, 
Suite  425  D,  South  Office  Building,  Harrisburg,  Penn- 
sylvania 17120. 
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PENNSYLVANIA— Philadelphia 

The  New  PHILADELPHIA 
Story 

All  the  elements  for  a  successful  business  expansion  or 
relocation  are  to  be  found  in  Philadelphia.  It  has  more 
available  industrial  land  than  any  other  major  city:  800 
acres  at  extremely  reasonable  rates. 

There  are  ten  fully  improved  industrial  parks,  each  of 
which  is  accessible  to  major  transportation  networks. 

Low-cost,  long-term  financing  for  up  to  100%  of  de- 
xelopment  costs— land,  buildings,  related  capital  equip- 
ment—is available  from  Philadelphia's  economic  de- 
velopment corporation. 

Downtown,  more  development  is  going  on  than  in  an\ 
other  city  in  the  nation. 
Which  provides  the  continu- 
ous availability  of  attrac- 
tive, reasonably  priced  office 
space. 

Send  for  The  New  Phila- 
delphia Story's  specially 
prepared,  full-color  reports 
on  development  opportuni- 
ties in  Philadelphia. 
The  New  Philadelphia  Story 
Suite  1705,  One  East  Penn 
Square 

Philadelphia,  Pa.  19107 
(215)  LO  8-4448 


PUERTO   RICO 

Free:  New  booklet  tells  how 
Puerto  Rico  helps  you  make 
a  profit— and  keep  it 

For  manufacturers  of  all  kinds,  Puerto  Rico  is  the  island 
of  opportunity.  A  liberal  program  of  government-spon- 
sored industrial  incentives  puts  Puerto  Rico  in  a  unique 
position  to  help  ^our  company  generate  profits.  Puerto 
Rico  offers  you  a  highly  productive  and  available  labor 
force,  together  with  government-funded  training  pro- 
grams. And  Puerto  Rico's  sophisticated  manufacturing 
community  can  provide  you  with  necessary  materials 
and  services,  aid  you  with  excellent  transportation  facili- 
ties, help  with  plant  location  and  construction  and  pro- 
vide financial  services  of  many  kinds.  Most  important 
of  all,  Puerto  Rico's  unique 
tax  exemption  program  for 
industry  enables  your  com- 
pany to  keep  the  profits  it 
generates.  You'll  find  all  the 
details  in  our  booklet:  "Puer- 
to Rico— Gateway  to  Profits." 
For  your  copy,  write:  Com- 
monwealth oiF  Puerto  Rico, 
Industrial  Development  Ad- 
ministration, 1290  Avenue  of 
the  Americas,  New  York, 
New  York  10019 
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SOUTH  CAROLINA 


South  Carolina 
Profile  for  Profit 


On  Target 


South  Carolina  is  at  the  heart  of  the  fastest  growing 
market  in  the  United  States.  We  have  more  of  the  ad- 
vantages business  needs  to  make  a  profit  including  .  .  . 
special  tax  exemptions,  high  worker  productivity,  ex- 
cellent location,  exceptional  employee  training  pro- 
grams, the  nation's  most  reasonable  construction  costs 
and  an  environment  which  understands  and  respects 
the  right  of  business  to  make  a  profit. 

PROFILE  FOR  PROFIT  reviews  manpower  re- 
sources, worker  training  programs,  transportation, 
taxes,  construction  costs,  education,  markets  and  South 
Carolina's  style  of  living.  For  personal  service  from 
the  professional  team  at  the  South  Carolina  State  De- 
velopment Board.  Write: 
Mr.  Robert  Leak,  South 
Carolina  State  Develop- 
ment Board,  P.O.  Box  927, 
Suite  F,  Columbia,  South 
Carolina.  29202.  Telephone 
(803)  758-3145.  TWX  810- 
666-2628. 


The  industrial  development  advertisers  in  this  new 
FORBES  section  are  reaching  the  most  influential  de- 
cision-makers in  business  and  industry.  A  score  of  inde- 
pendent studies  show  that  FORBES  is  read  regularly  by 
more  corporate  officers  in  America's  leading  companies 
than  any  other  major  business  or  news  magazine.  Here 
are  the  results  of  a  January,  1976  study  conducted  by 
Erdos  and  Morgan,  Inc.  among  corporate  officers  in 
1,300  of  the  largest  corporations  in  America: 


Magazines  Read  Regularly 

(At  least  3  out  of  4  issues) 


% 


FORBES 
Business  Week 
Fortune 
Time 

Newsweek 
U.S.  News 


78.7 
64.0 
46.6 
45.5 
32.3 
28.2 
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TENNESSEE 

Tennessee  Industrial  and 
Economic  Profile 

This  36-page,  full-color  brochure  profiles  Tennessee's 
excellent  climate  for  business  and  industry.  Subjects 
covered  include:  governmental  services  for  industry, 
labor  availability,  training  services,  transportation,  re- 
sources, financing,  education  and  lifestyle.  Tennessee's 
beautiful  scenery  and  relaxed  way  of  living  are  well 
known,  but  there  are  many  things  covered  in  this  bro- 
chure about  the  Nation's  14th  ranking  industrial  State 
that  may  surprise  you.  You  can  contact  Fred  F.  Harris, 
Deputy  Commissioner  by  mailing  in  the  business  reply 
card  in  this  section.  Or  call 

( toll  free  )  800-251-8594.  "Hex^inlfennessee. 

we've  ccwne  a  long  way. ..  but 
we  haven't  gone  too  i&r." 


Tennessee 

Business  (\  liood. 
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TENNESSEE-Memphis 

The  heart  of  America 
is  still  undiscovered. 

On  the  Mississippi  River  in  the  heart  of  America  is  a 
major  city  whose  potential  is  only  beginning  to  emerge. 
That  city  is  Memphis.  Any  company  considering  a 
move  should  strongly  consider  this  undiscovered  heart 
of  America.  Memphis  is  less  than  60  minutes  by  jet 
from  most  other  U.S.  cities.  Memphis  has  air,  rail,  truck 
and  barge  facilities  that  reach  out  like  arteries  to  every 
corner  of  the  country— and  beyond.  Memphis  has  an 
abundance  of  plant  locations  and  industrial  sites  ideally 
situated  to  transportation  facilities.  And  Memphis  is  a 
good  place  to  live,  with  clean  air,  pure  water,  whole- 
some outdoor  recrea- 
tion and  the  cultural 
benefits  of  a  large,  but 
friendly,  Southern  city. 
Why  don't  you  discover 
Memphis?  Write  for 
our  two  Memphis  bro- 
chures. Write  Dan  Dale, 
C.I.D.,  Director  of  In- 
dustrial Development, 
Memphis  Light,  Gas  & 
Water  Division,  P.O. 
Box  430,  Memphis, 
TN.  38101  ( Phone  901- 
528-4171). 


•TEXAS— Corpus  Christi 

Why  Corpus  Christi  is 
THE  "SPARKLING  CITY." 

To  the  best  business  climate  in  the  U.S.*,  you  can  add 
the  best  "people  climate,"  too. 

*A  1975  Dun  &  Bradstreet  ( Fantus.Div. )  national 
study  of  labor,  taxes,  gov't  factors  rates  Texas  No.  1  in 
treatment  of  industry.  Texas  leads  all  states  in  new  mfg. 
jobs  since  1967. 

Texans  themselves  have  made  Corpus  Christi  their 
favorite  coastal  resort  area— "the  Sparkling  City  by-the- 
Sea"— averaging  a  clear-eyed  71.2°. 

Discover  sites  next  to  interstates  or  the  Gulf's  deepest 
port.  Find  out  about  land, 
labor,  fishing,  hunting,  sail- 
ing all  so  plentiful  it's  sur- 
prisingly lo\v  cost— in  this 
fact  folder. 


UTAH 

Look  to  Utah  for  energy 
and  natural  resources 

With  assured  sources  of  energy  and  raw  materials  be- 
coming prime  factors  in  plant  selections,  Utah  has  dis- 
tinct advantages  to  offer. 

Utah  is  the  pivotal  point  for  serving  the  36,000,000 
western  America  market,  the  most  efficient  distribution 
center  to  serve  ALL  the  West. 

Utah  recently  was  named  No.  1  in  the  West  for  its 
"Business  Climate"  by  Fantus  Company,  international- 
ly recognized  firm  in  plant  location  planning  and  strat- 
egy. It  has  even  a  better  story  to  tell  on  quality  of  life 
here. 

There  are  other  unique 
and  important  reasons  to 
look  at  Utah  when  you  look 
for  a  new  plant  site.  They 
are  briefly  outlined  in  the 
UTAH  FILE. 

For  a  copy,  contact:  Utah 
Industrial  Development  Di- 
vision, Dept.  FSS,  Number 
2  Arrow  Press  Square,  Salt 
Lake  City,  Utah  84101, 
USA. 
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WISCONSIN 

Wisconsin— the  beautiful 
place  to  do  business 

Wisconsin's  business  climate  never  looked  better.  We 
improved  it  dramatically  in  1973  by  eliminating  taxes 
on  manufactming  equipment.  And  reducing  inventory 
taxes.  By  expanding  a  revenue  bond  financing  program, 
which  is  already  providing  close  to  $250,000,000  in  low- 
interest  financing.  And  last  year,  our  legislature  again 
voted  not  to  raise  business  taxes. 

See  for  yourself  why  Standard  &  Poor's  rates  Wis- 
consin AAA.  Wisconsin's  more  than  just  a  pretty  place 
to  live.  It's  a  beautiful  place  to  do  business. 

Send  for  our  brochure, 
"Wisconsin's  Business  Tax 
Climate,"  for  comparisons 
with  other  states  in  our  area. 
William  C.  Kidd 
Secretary 

Wisconsin  Department 
of  Business  Development 
123  W.  Washington  Avenue      r 

Room  664  wiscxxTsins 

Madison,  Wisconsin  53702  BUSflSSSTBX 
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Shannon,  Ireland 


IRELAND— Shannon 

America's  More 
Profitable  Site 

Just  five  hours  from  New  York  lies  a  profit-enhancing 
location  for  American  industry.  Shannon  Airport's  Indus- 
trial Park  ofiFers  a  flexible  choice  of  factory,  warehouse 
and  office  accommodation  plus  serviced  sites  in  a  town- 
in-country  environment. 

General  £lectiic,  Pfizer 
Inc.,  All  American  Indus- 
tries and  Standard  Pressed 
Steel  are  among  the  twenty- 
six  U.S.  corporations  now 
operating  in  Shannon,  a 
strategic  base  for  European 
Common  Market  business. 

Incentives  include  out- 
right cash  grants  up  to  35f 
of  fixed  asset  investment, 
and  100%  of  labor  training 
programs.  Payroll  costs  are  at 
least  one  third  below  com- 
parable U.S.  levels.  Above 
all,  in  Shannon,  export  prof- 
its until  1990  for  manufac- 
turing, distribution  or  ser- 
vice operations  are  tax-free. 
Shannon,  Ireland— A  profit 
centre  in  Europe.  -  - 


a  profit 
centre 
in  Europe 


SOUTH  AFRICA 

Your  Key  to  Profitable 
Investment  Abroad 

The  profitabihty  of  foreign  investment  in  South  Africa 
is  among  the  highest  in  the  world.  (In  a  recent  year, 
the  return  on  American  capital  invested  directly  in  our 
manufactming  industry  was  9.5%,  versus  an  average 
4.9%  for  aU  countries. ) 

South  Africa  has  all  the  things  you  look  for  when 
you  invest  abroad.  A  growing,  diversified  economy.  Un- 
paralleled opportunities  for  industrial  development.  A 
stable  goverrmient  committed  to  private  enterprise.  Ex- 
tensive raw  material  and  mineral  resources.  An  abun- 
dant labor  supply.  Low-cost  financing  and  attractive  tax 
and  other  incentives.  Well-de- 
veloped capital  markets.  Mod- 
em transportation  and  com- 
munications. And  much  more. 

Our  booklet,  Prospects  and 
Progress  in  South  Africa,  gives 
you  the  full  story.  It's  yours  for 
the  asking. 


Get  the  complete  score 
on  what  has  developed 
in  American  Industry 

FORBES 

29th 

Annual  Report 

on 

American  Industry 

The  eagerly  awaited  issue  that  analyzes  more  than  900 
of  America's  largest  corporations  based  on  FORBES' 
statistical  yardsticks  of  management  performance.  Com- 
panies are  ranked  on  Profitability,  Growth  and  Stock 
Market  Performance. 

These  top  U.S.  corporations  are  also  arranged  by  indus- 
try groups  and  ranked  against  their  competition. 

A  timely,  accurate  guide  to  who's  where  in  business— and 
why.  For  top  management,  and  for  advertisers  wi.shing 
to  reach  management. 

Closing  date  for  4-C()lor  advertising  is  November  19.  For 
black-and-white  and  2-color  ads  it's  December  3. 
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The  Economy 


The  Slowdown 
May  Be  Good  For  Us 

That  was  FORBES'  conclusion 

after  mingling  with  the  mass  of  brass 

at  The  Business  Council  meeting  last  month. 

The  high-powered  executives  gathered  last  month  at  The 
Homestead  in  Hot  Springs,  Va.  for  another  quarterly  meet- 
ing of  the  prestigious  Business  Council  were  confident 
that,  despite  present  signs  of  faltering,  the  economy  will 
grow  at  a  balanced,  sustainable  pace  in  1977.  Their  rela- 
tive optimism  is  in  sharp  contrast  with  some  of  the  un- 
disguised pessimism  coming  out  of  the  Washington  bu- 
reaucracy these  days— to  say  nothing  of  Democratic  speech- 
makers.  The  Democrats  and  bureaucrats  seem  to  feel  that 
the  slowdown  is  ominous,  and  the  bureaucrats,  naturally, 
have  a  simple  cure:  more  federal  spending. 

How  like  them  both!  It  is  in  the  nature  of  businessmen 
to  think  optimistically.  You  can't  run  a  business  on  gloom 
and  doom.  It  is  also  in  the  nature  of  government  employees 
to  regard  federal  spending  as  the  cure  for  everything 
from  bad  weather  to  bad  spelling.  It  makes  their  jobs  big- 
ger and  more  important. 

In  fact,  the  current  pattern  and  prospects  of  U.S.  busi- 
ness falls  somewhere  between  the  businessmen's  optimism 
about  sales  and  the  bureaucrats'  brooding  over  fiscal  policy. 
The  top  brass  at  The  Homestead  were  clearly  surprised  by 
the  persistent  signs  of  softness.  Earlier  this  year,  to  be  sure, 
their  economists  had  warned  that  the  rate  of  expansion 
in  the  first  quarter  (9.2%  annually)  could  not  be  sus- 
tained all  year.  But  after  a  dropoff  to  4.5%  in  the  sec- 
ond quarter,  many  expected  some  pickifp.  It  didn't  hap- 


pen. (In  fact,  there  was  a  further  dip  to  4%  in  the  third.) 
Bureaucrats  to  the  contrary,  however,  the  sluggishness 
is  not  a  consequence  of  reduced  federal  outlays.  The  fuss 
over  budget  shortfall  made  by  oflBcials  focuses  on  some 
$8  billion  less  in  federal  spending  in  the  July-September 
quarter  than  originally  budgeted.  But  that  still  leaves  a 
powerful  amount  of  federal  stimulant  in  the  system.  The 
budget  was  $66  billion  in  deficit  in  the  year  ended  June 
30,  1976.  It  was  about  $12  billion  in  deficit  in  the  so-called 
transition  quarter  from  July  to  September  1976.  (The  Fed- 
eral Government's  fiscal  year  will  now  end  on  Sept.  30.) 
It  is  likely  to  be  $40  billion  to  $50  billion  in  deficit  in 
fiscal  1977.  How  much  stimulus  can  the  economy  stand? 
How  deep  into  debt  do  we  want  Uncle  Sam  to  go?  A 
budget  in  deficit  by  $40  billion,  rather  than  $48  billion, 
simply  cannot  be  reckoned  a  serious  drag  on  the  economy. 
Not  everyone  in  Washington  wants  to  pull  out  the  stops 
and  step  up  spending  to  spur  the  economy.  Top  Treasury 
officials,  notably,  insist  that  the  chief  economic  menace 
at  the  moment  remains  inflation— not  recession.  The  eco- 
nomic data  in  recent  months,  they  say,  is  not  at  all  dis- 
couraging. In  fact,  from  an  anti-inflationary  point  of  view, 
it  is  encouraging.  The  Treasury  people  fear  that  if  con- 
ditions were  to  improve  to  the  point  that  a  new  capital 
spending  boom  got  going,  the  stage  could  be  set  for  re- 
newed,  and   steep,   wage   demands— and   as   a   result   an- 
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Good  News  On  Inflation 

Inflation  may  well  decline  next  year 
below  the  current  5.75%  annual 
rate:  That's  the  important  mes- 
sage from  the  chart  at  left. 

Productivity  has  been  improving 
enough  to  absorb  much  of  the  in- 
crease in  wages  since  the  start  of 
1976,  so  that  unit  labor  cists  have 
risen  at  an  annual  rate  of  only 
3.4%.  With  output  and  sales  still 
rising  (though  sluggishly),  busi- 
ness profits  will  show  a  remarkable 
gain  this  year. 

But  more  important  from  the 
standpoint  of  inflation  and  the  econ- 
omy, growing  volume,  paired  with 
modest  increases  in  unit  labor  costs, 
will  make  it  possible  for  business 
to  get  by  with  fewer  and  smaller 
price  increases  in  1977.  And  it  will 
probably  have  to:  Buyer  resistance 
would  probably  undercut  more  sub- 
stantial price  hikes. 
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other  hitter  hout  with  double-digit  inflation. 

So,  the  Treasury  (bureaucrats  in  general  to  the  con- 
trary) is  not  displeased  with  the  slowdown,  and  neither, 
it  seems,  are  most  businessmen.  The  head  of  one  of  the 
country's  largest  electrical-electronic  manufacturing  com- 
panies pointed  out  in  an  off-the-record  press  briefing  (the 
press  is  excluded  from  the  working  sessions  proper)  that 
sales  of  smaller  appliances— impulse  gadgets  like  irons,  hair 
driers  and  so  on— are  really  doing  well.  Historically,  he 
added,  the  trend  for  these  high-volume  items  foreshadows 
demand  for  major  appliances  such  as  dishwashers  and 
clothes  washers  by  a  month  or  so.  Thus,  he  reasoned,  the 
boomlet  in  smaller  goods  bodes  well  for  total  sales. 

Arthur  M.  Wood,  chairman  of  Sears,  Roebuck  &  Co., 
reported,  on  the  record,  that  his  sales  have  been  on  a 
steady  uptrend,  with  volume  in  appliances,  home  furnish- 
ings and  other  durable  goods  outperforming  the  sales  of 
apparel  and  soft  goods  in  general.  Wood  pointed  out  that 
because  of  rampant  inflation,  his  customers'  real  purchas- 
ing power  had  declined  in  1974  and  in  most  of  1975.  This 
year,  he  said,  the  consumer  is  coming  out  ahead  of  infla- 
tion and,  accordingly,  has  money  to  spend. 

The  businessmen,  as  a  group,  agreed  with  the  consensus 
of  their  economists  that  the  gross  national  product  will 
expand  at  an  average  rate  of  6.4%  for  1976  as  a  whole. 
That  would  call  for  a  fourth-quarter  GNP  expansion  of 
about  7.5%,  which  seems  highly  unlikely  just  now. 

In  part  because  of  the  slower  growth,  business  capital 
spending  plans  may  not  be  quite  as  expansive  as  business 
sales  goals.  John  D.  deButts,  chairman  of  American  Tele- 
phone &  Telegraph  Co.,  this  year's  head  of  The  Business 
Council's  Committee  on  the  Economy,  maintained  that 
nearly  all  corporations  with  which  he  is  familiar  will  have 
"fairly  extensive  capital  expansion  programs,  including 
my  own  business."  But  he  conceded  that  many  corpora- 
tions have  cut  back  their  early  1976  spending  intentions 
because  of  underutilized  capacity.  {For  a  look  at  du  Font's 
capital  spending,  see  p.  34.) 

Any  moderation  of  capital  spending  plans  is  just  fine 


".  .  .  inflation  is  likely  to  cool  down  more 
than  many  an  anxious  executive  thinks.  .  .  . 
Farm  product  prices  in  particular  will  con- 
tribute toward  stability.  .  . .' 


// 


with  Treasury  Secretary  William  E.  Simon,  who  addressed 
the  group.  A  business  boom  based  in  part  on  heavy 
capital  expenditures  would  be  fueling  inflationary  pres- 
sures, he  said.  His  goal:  Get  inflation  down  from  this  year's 
5.8%  to  something  like  5%  in  1977.  If  that  seemed  only 
a  modest  step,  he  said,  it  would  at  least  be  a  step  in  the 
right  direction.  Simon's  idea  of  an  acceptable  level  of  in- 
flation is  below  3%,  closer  to  2%,  annually. 

Our  own  guess  is  that  a  good  many  of  the  optimists  at 
The  Homestead  have  returned  to  the  office  determined  not 
to  spend  nearly  as  much  as  they  said  they  would  for 
plant  and  equipment. 


Certainly  they  are  not  going  out  to  add  to  inventories 
in  anticipation  of  a  strong  surge  in  demand.  Nor  are  they 
building  inventories  to  beat  any  price  increase  in  the  offing. 
And  there  is  little  dread  that  shortages  will  recur  soon. 

In  light  of  fhis,  why  should  anyone  be  in  a  hurry  to 
build  new  capacity?  Deep  down  a  lot  of  businessmen  are 
asking  that  question  right  now.  They  are  asking  it,  too, 
about  their  inventory  levels.  Their  answer  is  likely  to  be: 
Go  slow.  Don't  get  caught  in  an  exposed  position.  All  this 


''Our  own  guess  is  that  a  good  many  of  the 
optimists  at  The  Homestead  returned  to  the 
office  determined  not  to  spend  nearly  as 
much  as  they  said  they  would  for  plant 
and  equipment.' 


// 


slows  the  ecxjnomy,  but  it  slows  inflation  even  more. 

And  that  is  the  reason  for  the  present  signs  of  slowdown, 
we  are  persuaded,  not  the  shortfall  in  federal  spending. 

Because  of  the  unusually  tentative  tone  in  the  present 
recovery,  it  is  likely  to  go  on  for  a  longer  period  than  is 
widely  expected.  More  important,  inflation  is  likely  to  cool 
down  more  than  many  an  anxious  executive  thinks.  Their 
economists  are  forecasting  that  this  year's  5.8%  increase  in 
consumer  prices  will  slow  down  only  the  tiniest  bit 
next  year,  to  a  5.5%  rate.  A  5%  increase  in  the  consumer 
price  index  is  more  probable.  Farm  product  prices,  in 
particular,  will  contribute  toward  stability,  with  large  crops 
and  a  good-sized  carry-over  holding  down  grain  prices  and 
more  than  offsetting  small  increases  in  beef  prices. 

Oil  prices  present  a  major  uncertainty.  Some  of  the 
more  aggressive  leaders  of  the  Organization  of  Petroleum 
Exporting  Countries  are  calling  for  adjustments  of  as  much 
as  20%.  Forecasts  of  an  8%  increase  in  the  price  of  crude 
oil  are  common.  Such  an  increase,  raising  gasoline  prices 
less  than  2  cents  a  gallon,  would  have  little  impact  on 
the  cost  of  living  and  even  less  on  consumption,  ac- 
cording to  one  of  the  big-league  oilmen  at  The  Homestead. 

Contradictory  as  it  may  seem,  prices  will  be  kept  down, 
too,  by  the  pressure  from  labor  for  wage  increases.  Why? 
The  excess  capacity  now  holding  back  capital  spending 
also  spurs  competition  for  share  of  market.  Because  of  this 
competitive  environment,  businessmen  fear  that  if  they 
grant  big  wage  increases  they  may  not  be  able  to  pass 
along  all  of  the  added  costs.  Large  profits,  of  course,  will 
also  subject  them  to  substantial  wage  demands— with  rea- 
son. Under  these  circumstances,  it  becomes  possible  to  do 
well  and  also  do  good  by  going  slow  on  price  increases. 

All  things  considered.  The  Business  Council  at  The 
Homestead  offered  more  grounds  for  hope  than  dread. 
The  prospect  of  slow  but  steady  growth  offered  there 
should  go  a  long  way  toward  elimination  of  the  two 
problems  of  inflation  and  unemployment.  But  the  (luos- 
tion  is:  Can  the  bureaucrats  and  politicians  keep  their 
hands  off?  These  people  are  like  hypochondriacs;  every 
time  the  economy  has  an  ache  or  a  pain  they  want  to 
give  it  a  pill.  Their  only  pill  is  government  spending.   ■ 
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"If  you  can  make 
the  right  investment  decisions, 
we  can  make  them  more  profitable!' 


WNOSie'.  B0«»  SOUTHWOOO.  INC 


c««ro««  oom™'**™'" 


Investors,  we  believe, 
have  always  paid  more 
attention  to  the  market 
priceof  a  given  stock  than 
to  the  cost  of  buying 
or  selling  it. 

In  the  past,  with  brokers' 
commissions  a  fixed  expense, 
there  was  no  reason  to  do  other- 
wise. But  for  more  than  a  year  now, 
brokerage  firms  have  been  free  to 
own  commission  rates. 

As  a  result,  your  potential  profit  can  depend  not 
only  on  your  choice  of  what  to  trade  and  when  to  trade 
it,  but  also  on  your  choice  of  the  brokerage  firm  to  exe- 
cute your  trading. 

You  could  save  at  least  H  point  simply 
by  making  a  trade. 

When  you  trade  with  Kingsley,  Boye  & 
Southwood,  you  save  as  much  as  50%  on  com- 
missions. And  this  savings  can  be  equivalent  to  an 
instant  gain  on  the  market. 

For  example,  if  you  buy  1,200  shares  of  Ryder 
Systems  at  14,  you  save  $150— the  equivalent  of  Vs 
point  per  share.  With  300  shares  of  Ford  at  56V'2,  you 
save  $112.50—  the  equivalent  of  %  point. 

Of  course,  it's  only  natural  to  ask  what  you  give 
up  in  order  to  make  this  extra  profit.  The  answer 
is:  not  one  bit  of  the  basic  service  that  you  normally 
go  to  a  brokerage  firm  for  in  the  first  place. 
We  offer  our  customers  basic,  essential  investment 
services.  And  that's  all  they  pay  for. 

Kingsley,  Boye  &  Southwood  has  no  corporate 
finance  department.  We  have  no  research  department 
and  publish  no  research  reports.  We  don't  offer  com- 
modities trading,  financial  and  estate  planning,  tax  shel- 
ters, life  insurance,  and  real  estate  investment  advice. 

Because  we  don't  divert  our  manpower  and  re- 
sources ipto  services  our  customers  don't  want,  we  can 
concentrate  on  what  they  do  want:  the  Information, 
guidance,  and  direction  needed  to  make  stock  and  bond 
investment  decisions. 

And  when  you  make  your  decisions,  we  execute 
them  with  the  sole  objective  of  saving  you  time  and 
money. 
Our  Account  Officers  are  paid  to  save  you  money. 

At  Kingsley,  Boye  &  Southwood,  we  believe  in 
paying  our  Account  Officers  for  their  professional 
knowledge  and  experience,  not  their  salesmanship. 
So  when  you  open  an  account  with  us,  you  deal  not 
with  a  commissioned  registered  representative,  but 
with  a  salaried  officer  of  our  company. 

Member  of  the  Securities  Investor  Protection  Corporation 


-  Robert  Boye,  Executive  Vice  President  Kingsley,  Boye  &  Southwood,  Inc 

Members,  New  York  Stock  Exchange 


An  officer  whose  method  of  compensation  gives 
him  a  vested  interest  in  providing  outstanding  service 
to  all  of  his  customers  — regardless  of  how  often  those 
customers  might  trade  over  the  course  of  a  year. 
All  of  our  Account  Officers  are  ex- 
perienced   as    registered    representatives. 
Some  have  also  been  branch  managers,  bond 
traders,    portfolio    analysts,   and    research 
analysts.  All  have  served  individual  investors 
as  well  as  institutions.  But  no  matter  which 
Account  Officer  serves  you,  his  best  interests 
and  yours  are  identical. 

You  don't  have  to  pay  us  money 

until  the  first  time  we  save  you  some. 

Kingsley,  Boye  &  Southwood  charges  a  $150  fee 

to  cover  the  cost  of  ojiening  and   maintaining  your 

account.  But  ,  you   can   open    an    account 

without  paying  the  fee  until 

we  execute  your  first  trade. 

Then,  over  the  course  of 

the  year,  our  reduced  com- 

^     missions  can   save  you 

many  times  more  than 

our  service  fee. 

When  you  have  an  ac- 

,  count  with  us,  you  pay 

just  50%  of  the  old, 

fixed-rate  commissions 

for  round-lot  trades  of 

i,100  or  more.  (For  smaller 

there's  a  graduated  scale  of 

commission  savings.)    And  these  sav- 

fs  apply  to  any  order,  of  any  type,  placed 

at  any  time  of  the  day. 

Of  course,  nobody  can  guarantee  that  you'll  come 

out  ahead  on  your  stock  and  bond  transactions.  But 

uith  Kingsley,  Boye  &  Southwood,  )ou  can  be  sure  of 

coming  out  ahead  on  the  cost  of  making  them. 


KINGSLEY,  BOYE  &  SOUTHWOOD,  INC. 

45  Wall  Street.  New  York.  N.Y.  10005  (212)  480-1976 
Members,  New  York  Stock  Exchange 

I'm  interested. 

Name . 


.\ddress_ 
City 


.State. 


ZIP. 


Home  phone. 


.Business  phone. 


Average  annual  commissions 

D  $1,000-2,000  D  $2,001-5,000 

Dover  $10,000. 


D  $5,001-10,000 
F2 


Money  And  Investments 


The  Bond  &  Capital  Markets 


Why  The  Banks  Buy  Bonds 


By  Ben  Weberman 


'^  . .  you  don't  have  to  be  a  genius  or  a  sage  to  realize 
where  the  bankers  will  put  their  surplus  cash " 


here  is  one  thing  a  banker  can't 
tolerate,  and  that  is  idle  money;  for 
him  an  idle  dollar  is  a  lost  dollar. 
So,  what  do  bankers  do  when  their 
profitable  commercial  loans  start  run- 
ning down  as  they  are  doing  now? 
Do  they  let  their  deposits  run  down 
accordingly?  Not  on  your  life.  What 
banker  willingly  gives  up  assets? 
What  they  have  been  doing  is  buy- 
ing bonds. 

Business  loans  at  the  New  York 
banks,  which  had  been  as  high  as 
$40  billion  in  early  1975,  dipped  to 
$32  billion  in  the  summer  of  1976. 
As  repayments  exceeded  new  loans, 
these  same  banks  built  their  holdings 
of  Treasury  issues  from  $6  billion  to 
$10.3  bilUon.  In  the  same  period,  they 
also  added  more  than  $500  million  of 
longer-term  tax-exempt  issues. 

This  shift  from  loans  to  investments 
has  the  potential  for  looking  good  on 
the  income  statements  of  the  involved 
banks.  Why  so?  Because  loans  can 
only  earn  interest,  while  bonds  can 
produce  capital  gains  as  well.  For 
example,  the  bond  market  has  already 
provided  some  handsome  capital 
gains.  A  Treasury  8%  note  due  in 
1983  that  was  marketed  last  February 
at  100  was  trading  in  mid-October 
at  105J2.  Any  fortunate  investor  who 
chose  to  sell  as  the  leaves  were  turn- 
ing brown  would  have  received  an 
interest  return  of  8%  annual  rate  dur- 
ing the  eight-month  period.  He  would 
have  made  another  5K  points  capital 
gain-for  a  total  return  on  investment 
of  16.25%  (annual  rate).  Little  won- 
der that  commercial  banks  have  been 
building  investment  portfolios. 


Banks,  furthermore,  have  been 
forced  to  buy  longer  maturity  securi- 
ties because  the  Treasury  has  held 
down  the  volume  of  short-term  is- 
sues it  puts  out  to  cover  the  federal 
debt  and  has,  instead,  concentrated 
on  two-year,  four-year,  seven-year 
and  longer-term  notes  and  bonds. 
The  scarcity  of  short  issues  and  the 
larger  supply  of  longer  issues  has 
created  a  sharply  rising  yield  curve. 
It  ranges  from  the  very  low  4.8%  on 
three-month  bills  to  the  more  gener- 
ous, but  still  meager,  5.7%  on  two- 
year  notes,  and  to  6.2%  on  four-year 
notes.  Finally,  the  yield  curve  rises 
to  the  7%  range  in  seven  to  ten  years 
and  7.6%  for  the  very  long-term  Trea- 
sury securities. 

Under  these  conditions  you  don't 
have  to  be  a  genius  or  a  sage  to 
realize  where  the  bankers  will  put 
their  surplus  cash— in  the  longer-term 
sector.  With  deposits  costing  them 
around  5%,  banks  can't  make  any  mon- 
ey buying  4.8%  or  5.05%  Treasury  bills. 
But  they  can  make  out  handsomely 
indeed  on  the  spread  between  that 
5%  cost  of  money  and  a  bond  yielding 
7%  or  more.  Especially  so  when  there 
is  a  prospect  of  a  capital  gain  as  a 
kicker. 

There's  Roonfi  For  Profit 

In  my  opinion,  the  banks  are  go- 
ing to  make  capital  gains  on  their  in- 
vestments in  longer-term  bonds.  The 
yields  in  this  sector  of  the  bond  mar- 
ket are  out  of  proportion  to  the  yields 
of  shorter-term  securities;  the  yield 
cui"ve  is  too  steep. 

Let's  go  back  to  the  autumn  of 
1972.  I  pick  that  date  because  it  was 
the  last  time  (except  for  a  brief  pe- 
riod last  winter)  when  the  bellwethei 
Federal  funds  rate  was  as  low  as  5% 
(the  Federal  Reserve  brought  it 
down  from  5M%  only  last  month  in  a 


move  to  ease  money).  Back  in  1972, 
both  the  Fed  funds  rate  and  shorter- 
term  interest  rates  were  aromid  what 
they  are  today:  4.5%  on  three-month 
bills;  5.8%  on  two-year  notes.  But 
long-term  Treasury  maturities  were 
yielding  much  less  than  today— about 
6.5%  then  vs.  about  7.3%  now.  What 
this  tells  me  is  that  there  is  consider- 
able room  for  longer-term  rates  to 
come  down  (and  for  bond  prices  to 
rise)  even  at  the  present  general  level 
of  interest  rates. 

There  is  considerable  room  for  cor- 
porate issues  to  rise  in  price,  too.  Take 
the  New  Jersey  Bell  Telephone  8s  of 
2016  that  were  marketed  in  mid- 
September  and  trade  at  99  to  yield 
8.10%;  an  equivalent  bond  yielded  in 
the  7.5%  range  four  years  ago.  These 
8s  of  2016  would  have  to  rise  in  price 
to  107  to  bring  the  yield  to  7.5%-a 
nice  gain.  Similarly,  a  recent  Houston 
Lighting  &  Power  issue  was  marketed 
with  a  coupon  of  8?s%  to  yield  8.33% 
to  maturity  in  2006.  These  HL&Ps 
would  have  to  rise  in  price  to  lllJs 
to  bring  the  yield  to  the  7.4%  that 
issues  of  Houston  Lighting  &  Power 
carried  four  years  ago. 

Will  worries  over  a  renewed  burst 
of  inflation  keep  longer-term  interest 
rates  from  coming  down?  Maybe  for 
a  while  longer,  but  I'm  still  betting 
that  once  the  election  is  over  fears 
will  continue  to  be  confounded  by 
reality.  Just  look  at  how  firmly  the 
consumers  are  resisting  price  increa.ses 
—in  steel,  in  zinc,  in  copper.  And 
look  at  how  slowly  and  how  spottily 
the  economy  is  recovering.  This  is 
simply  not  the  atmosphere  that  pro- 
duces runaway  inflation. 

The  banks  are  moving  into  longer 
maturities  in  search  of  higher  yield 
and  possible  capital  gains  in  the  bond 
market.  The  wise  individual  and  in- 
stitutional investor  should  consider  do- 
ing the  same  thing.    ■ 
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Market  Comment 


DonH  Be  An  Extremist! 


By  Lucien  O.  Hooper 


'\  .  ,1  am  sure  that  we  are  not  headed  into  a 
booming  bull  market  where  speculation  flourishes. . . . 


his  issue  of  the  magazine  will 
reach  the  reader  just  before  Election 
Day.  Whatever  happens  on  Nov.  2, 
remember:  Historically,  the  first  im- 
pact of  elections  on  stock  prices  often 
has  not  been  the  same  as  the  longer- 
term  impact.  So,  don't  put  too  much 
store  on  what  the  stock  market  does 
in  the  days  just  after  the  election. 

This  is  not  the  age  of  giants.  There 
are  no  Roosevelts,  Churchills,  Francos 
or  Stalins.  The  campaign  just  closing 
has  been  about  as  brilliant  and  intel- 
lectual as  a  good  municipal  election 
dogfight  in  some  small  city.  However, 
both  candidates  are  decent,  ordi- 
nary men.  No  reason,  I  think,  to  be 
scared  of  either  one. 

Congressmen  and  senators  recently 
have  been  home  talking  to  the  voters. 
The  men  from  Washington  found  the 
voters  thinking  differently  than  they 
did  two  years  ago  or  four  years  ago. 
There's  no  appetite  for  more  liberal 
policies.  There's  great  concern  about 
inflation,  taxes,  crookedness  and  re- 
lief practices.  Some  of  those  many 
new  congressmen  who  came  to  Wash- 
ington two  years  ago  as  liberals  are 
returning  as  semiconservatives.  The 
mood  of  the  public  has  changed,  and 
Congress  is  changing  with  it. 

Ford  or  Carter,  there's  going  to  be 
a  new  tax  regime.  It  won't  come  soon, 
however,  prpbably  not  till  1978. 
There's  a  battle  on  the  way  between 
those  who  want  to  keep  the  present 
system  with  all  its  complicated  jus- 
tices,   injustices    and    loopholes,    and 

Mr.    Hooper    is   vice    president    of    the    NYSE    firm    of 
Thomson  &  McKinnon  Auchincloss   Kohlmeyer   inc. 


those  who  want  to  simplify  the  whole 
mess.  I  will  guess  that  there  will  be 
another  compromise. 

Inflation  will  continue  as  a  major 
concern.  Right  now,  in  spite  of  some 
tricky  statistics,  inflation  is  being  fairly 
well  controlled.  It  will  be  difficult  to 
hold  down  federal  spending,  but  in 
many  cases  municipalities  and  states 
(the  worst  spenders)  now  have 
worked  themselves  into  a  situation 
where  they  cannot  do  anything  but 
curtail.  Whether  Congress  enacts  fool- 
ish and  unwise  price  controls  prob- 
ably will  be  deteiTnined  by  the  vio- 
lence of  inflation. 

One  of  the  most  favorable  things 
now  is  the  behavior  of  interest  rates. 
Both  short-term  and  long-term  inter- 
est rates,  contrary  to  the  expectations 
of  most  experts,  have  been  falling  a 
little  rather  than  rising.  Supply-and- 
demand  factors  here  seem  to  be 
v^orking  in  the  right  direction,  with 
the  public  saving  more  and  both  cor- 
porations and  individuals  a  little  more 
careful  about  spending. 

One  thing  must  be  watched  close- 
ly. That  is  the  response  of  govern- 
ment and  the  credit  authorities  to  the 
demand  for  measures  to  make  the 
economy  improve  more  rapidly.  It  is 
important  to  keep  a  balance  between 
stimulation  and  control  of  inflationary 
influences.  We  want  to  avoid  a  bust, 
but  we  probably  can't  afford  a  boom 
—at  least  not  yet. 

Getting  back  to  the  stock  market, 
and  thinking  in  terms  of  months  rath- 
er than  weeks  or  years,  I  am  sure 
that  we  are  not  headed  into  a  boom- 
ing bull  market  where  speculation 
flourishes  and  the  public  goes  wild 
over  stocks— not  for  a  long,  long  time. 
This  generation  speculated  back  in 
the  1960s  and  early  1970s,  and  lost. 
History  teaches  that  that  same  gen- 
eration won't  speculate  in  a  big  way 
again.  There  will  be  short  periods,  like 


January  of  1976  and  the  first  four 
months  of  1975,  when  the  stock  mar- 
ket will  boom  for  a  while;  but  don't 
expect  too  much  until  a  new  genera- 
tion of  speculators  (who  knew  not 
the  1960s)  grows  up. 

With  the  election  over,  the  stock 
market  may  develop  some  new  selec- 
tivity. As  outlined  in  the  Oct.  1  issue 
of  this  column,  I  think  it  is  logical  to 
expect  government  steps  to  encourage 
a  building  boom;  money  spent  for 
housing  has  a  multiplying  effect  in 
the  economy. 

Safe  Dividends 

Currently  some  of  the  bank  stocks 
offer  dividend  yields  only  slightly  low- 
er than  those  available  in  electric  utili- 
ties. Many  of  these  bank  dividends  are 
safer  than  the  yields  suggest.  It  will 
be  strange  indeed  if  the  quest  for 
above-average  income  does  not  cause 
bank  shares  to  advance  in  price. 

Bank  of  New  York  (32)  pays  $2.20, 
Bankers  Trust  (33)  pays  $3,  Chase 
Manhattan  (29)  pays  $2.20,  Chemi- 
cal Bank  (38)  pays  $2.88  and  First 
National  Bank  of  Boston  (24)  pays 
$1.88.  The  shares  of  many  strong 
regional  banks  yield  5M%  or  6%,  some- 
times more. 

A  quality  stock  that  seems  to  be 
gaining  friends  in  institutional  quar- 
ters is  Quaker  Oats  (21).  The  divi- 
dend was  increased  to  23  cents  quar- 
terly at  the  September  meeting,  and 
probably  will  be  increased  again. 
Quaker  earned  $2.31  a  share  in  the 
fiscal  year  ended  in  June;  $3  for  the 
new  fiscal  year  is  a  possibility. 

A  parting  shot.  This  is  no  time  to 
expect  extremes  in  the  economy,  in 
the  stock  market  or  in  politics.  If  ex- 
treme thinking  develops  anywhere  in 
the  next  month  or  two,  I  suggest  that 
you  practice  the  art  of  contrary  opin- 
ion in  your  stock  market  practices.   ■ 
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T.ROWE  PRICE 

GROWTH  STOCK 

^  FUND,  IMC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 


T.  Rowe  Price  Growth  Stock  Fund, 

100  East  Prott  Street,  Dept.  A6 

Baltimore,  Md.  21202  Phone:   (301)  547-2136 


>/<;>/// ^ 


for 

maximum 

protection 


the 
Capitalist 

Tool 
umbrella 


Keep  dry  In  the  wettest  weatlier  with 
this  handsome,  sturdy  Jumbo  umbrella. 
"Capitalist  Tool"  appears  tastefully  in 
red  on  the  oversized,  deep  blue, 
double-ribbed,  nylon  canopy.  Heavy 
wood  shaft  and  Prince  of  Wales  handle. 
Not  available  in  stores.  Price:  $20  (in- 
cludes shipping  and  handling). 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 

Please    send    me Capitalist  Tool 

Umbrellas   for   $20.00   each.    I'd    also    like 

Capitalist  Tool  neckties  at  $10  00 

Enclosed    is   my   check   or   money 


apiece 

order.  Allow  4  weeks  for  delivery. 


Name. 


Address- 


Cily_ 


State- 
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Munis'*  For  The  Masses 


Not  since  the  heady  go-go  days  of 
the  1960s  had  the  mutual  fund  in- 
dustry been  so  excited.  A  provision 
of  the  414-page  tax  "reform"  bill 
signed  last  month  by  President  Ford 
gave  the  industry  something  it  had 
lusted  after  for  years:  Mutual  funds 
may  now  pass  along  tax-exempt  in- 
terest from  municipal  bonds  to  share- 
holders—tax free.  Previously,  except 
under  special  circumstances,  this  had 
not  been  possible. 

Now  the  industry  can  launch  mu- 
nicipal bond  funds  that  resemble  stock 
and  taxable-bond  funds,  and  can  give 
shareholders  tax-free  income. 

To  hear  fundmen  tell  it,  the  po- 
tential here  could  run  into  the  billions 
of  dollars.  Some  $30  billion  of  tax- 
free  bonds  are  offered  each  year. 
"These  funds  will  take  in  $10  billion 
within  a  year,"  says  Glen  Johnson, 
president  of  several  funds  for  Federat- 
ed Investors,  a  mutual  fund  group 
that,  along  with  Dreyfus,  brought  out 
a  tax-exempt  fund  on  the  very  day 
Ford  signed  the  bill. 

The  only  exceptions  to  the  old  pro- 
hibition were  so-called  unit  invest- 
ment trusts  and  funds  organized  as 
limited  partnerships.  The  trouble  with 
the  unit  investment  trusts,  many  fund- 
men  feel,  is  that  the  portfolio  cannot 
be  actively  managed;  the  portfolio 
stays  fixed.  Nonetheless,  the  demand 
for  municipals  by  individuals  was  so 
great  that  Merrill  Lynch,  Nuveen  and 
other  brokerage  houses  have  sold  $8.3 
billion  of  these  trusts,  most  within  the 
last  five  years. 

In  addition  to  the  six  tax-free  open- 
end  funds  bom  within  the  past  few 
months  (Federated,  Dreyfus,  Massa- 
chusetts Financial,  Scudder,  Fidelity 
and  Kemper),  over  a  dozen  others  are 
on  file  with  the  Securities  &  Exchange 
Commission,  including  Merrill  Lynch, 
IDS  and  T.  Rowe  Price.  "There  will 
be  25  funds  by  the  year's  end,"  says 
Federated's  Johnson,  "and  50  by  the 
end  of  next  year." 

Is  the  industry  expecting  too  much? 

Probably  not.  Thanks  to  inflation, 
the  market  for  municipals  has  bur- 
geoned in  recent  years.  For  a  couple 
with  an  income  of  $20,000  a  year,  a 
6%  tax-free  return  is  equivalent  to  an 
8.82%  taxable  return.  Last  year, 
households  bought  49%  of  the  new 
municipal  issues,  as  opposed  to  14% 
four  years  ago. 

The  funds  make  it  possible  for  even 


modest  investors  to  enter  this  market 
(Kemper  ftmd's  minimum  is  $100), 
to  have  this  tax-free  income  reinvest- 
ed, and  to  have  full  hquidity  in  a 
market  that  does  not  unfailingly  pro- 
vide it.  Says  Johnson,  "Seventy-five 
percent  of  our  inquiries  are  from  peo- 
ple new  to  the  tax-exempt  field." 


"In  time,  there  will  be 
records  on  which  to  judge 
the  new  municipal  bond 
funds.  But  what  should  the 
investor  look  for  now?" 


Some  of  the  new  funds,  such  as 
Fidelity,  Dreyfus,  Scudder  and  Feder- 
ated, will  have  no  sales  charge;  others 
will  have  loads  ranging  up  to  4.75%. 
Federated's  Johnson  thinks  competi- 
tive pressures  will  force  all  tax-exempt 
funds  to  go  the  no-load  route— "just 
as  they  did  with  the  money  market 
funds."  Annual  management  and  ex- 
pense fees  should  range  from  0.7%  to 
1%  of  assets. 

In   time,  of  course,   there  will   be^ 
performance     records     on     which     to 
judge  these   funds.   But  what  should  i 
the  investor  look  for  now?  ! 

First,  find  out  the  background  ol 
the  person  or  people  managing  tin 
fund.  The  tax-exempt  market  is  in 
deed  a  different  beast  from  the  stock 
market  and  the  taxable-bond  market 
"I  would  want  to  be  assured  that  tin 
money  manager  does  indeed  have  c\ 
pertise  in  this  area,"  says  Kemper's  as 
sistant  treasurer,  Richard  Doyle. 

Says  Gene  Owen,  vitxj  president  ol 
Houston's   American   General,   a  man 
with  25  years'  experience  in  the  mn 
nicipal   field,    "In    this   business,    you^ 
cannot   go   out   and   buy   exactly   thel 
type     of     bond     you     want.     They're  | 
simply    not    available    at    acccptablej 
prices  and  in  the  blocks  you  want.  Itj 
takes  time  to  buy  or  .sell  bonds." 

Moreover,  warns   Kemper's   Doylt 
"There  was  very  clear  evidence  of 
.shortage    of    good     municipal     eredi 
people  when   the   New  York   dilfieul 
ties  aro.se  over  a  year  ago.  If  you  pla( 
these   new  funds  on   top   of  what 
considered  to  be  a  shortage  alread^ 
you   have   to   ask   whether   there   wi 
be  enough  good  credit  analysts  to  v 
around.  My  best  thought  is  no." 
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IDS,  American  General,  Scudder 
nd  Kemper  are  among  those  who 
ave  had  previous  experience  in  man- 
ging  tax-free  portfohos. 

The  second  thing  to  find  out  about 

muni  fund  is  the  yield  it  offers  com- 
ared  with  those  of  other  funds.  Most 
ew  funds  expect  initially  to  have  av- 
rage  yields  in  the  5%-to-6%  area.   If 

fund's  yield  is  much  higher,  you 
ad  better  find  out  why.  In  such  a 
ase,  a  fund  may  be  sacrificing  quality 
nd  liquidity  to  gain  a  competitive 
dvantage. 

Says  American  General's  Owen,  "I'm 
fraid  that  some  funds  in  search  of 
lat  yield  are  going  to  lower  qual- 
y  barriers." 

Fortunately,  most  new  funds  re- 
uire  that  the  bulk  of  their  money 
0  into  bonds  rated  A  or  better, 
hough  this  is  no  guarantee  against 
alamity  (for  much  of  1975,  Moody's 
ept  an  A  rating  on  many  New  York 
ity  securities,  even  when  the  City's 
nancial  straits  had  been  well  pub- 
cized),    it    is    a    form    of    insurance 

;ainst  total  disaster. 

Third,  say  experts,  investors  should 
eep  in  mind  that  these  funds'  net 
set  value  will  fluctuate,  sometimes 
larply.  Given  these  funds'  need  for 
ield  and  for  liquidity,  they  will  be 

ing  after  pretty  much  the  same 
erchandise,  primarily  revenue  bonds 
ith  long  maturities.  (Revenue  bonds 
re  securities  whose  debt  service  is 
let,  not  by  the  full  faith  and  credit 
■  a  local  government,  but  by  rev- 
lues  from  a  specific  project,  such  as 
power  plant. ) 

What  will  the  advent  of  these  funds 

I  to  the  unit  investment  trusts, 
'hich  have  been  so  lucrative  for  Mer- 
11  Lynch  and  Nuveen? 

Says  Glen  Johnson,  "Those  trusts 
ill  go  the  way  of  the  dodo." 

Nonsense,"  retorts  Douglas  Harrell, 
md  fund  advertising  manager  of 
errill  Lynch.  ."We're  talking  about 
vo  difi^erent  products,  the  managed 
ind  vs.  the  fixed  portfolio  fund." 
/^hat,  asks  Harrell,  makes  people 
kink  an  actively  managed  portfolio 
ill  necessarily  do  better  than  a  pas- 
ve  one?  The  income  on  a  new  unit 
ust  at  the  time  of  its  offering,  more- 
/er,  is  higher  than  that  of  an  open- 

d  liquid  fund.    • 

Whatever  happens  to  the  unit 
usts,  the  new  muni  funds  offer  the 
dustry  a  taste  of  hope,  a  chance  of 
;capturing  some  of  its  long-gone 
ory  days— and  offer  investors  a  use- 
vehicle  at  the  same  time.  ■ 


What  your  home  could 

have  in  common  with  the  Met, 

thelate,  and  the  Louvre. 

Beautiful,  original  works  by  artists  who  are  represented  in  the  world's 
great  museums  and  galleries  can  be  yours  for  very  reasonable  prices. 

We  offer  original  etchings,  lithographs  and  serigraphs  signed  by 
Calder,  Chagall,  Dali,  Delacroix,  Renoir  and  other  important  artists. 

( Peter  Kurd's  serene 
southwestern  landscape  "Night 
Visitor"  is  just  one  of  the  many 
fine  prints  we've  recently 
made  available.) 

Our  expert  advice  and  full 
money  back  guarantee  are  your 
assurances  that  the  art  you  buy 
will  have  lasting  value  and  beauty. 

Send  for  our  colorful, 
descriptive  brochure,  without 
obligation.  ^v 

Ori3inal  print  collectors  3roup,Ltd/y 

120  East  56th  .Street,  Dept.FS,  New  York,  NY.   10022 


PETER  HURDs  "Night  Visitor" 


D  PLEASE  SEND  ME  YOUR  FREE  COLOR  BROCHURE. 


Name 
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State 


Zip 
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Possibly  the  most  sensible  way 
to  invest  in'&x-Ree  Municipals. 
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CallloU-fe 

(800)225-6190  ■ 


No  sales  charge  or  redemption  fee. 
Daily  tax-free  income. 
Tax-free  compounding  through 

re-investment. 
Daily  liquidity. 
Diversification  of  investment 

dollars. 
Full-time  investment  management. 

The  initial  investment  requirement 
is  $5,000. 


nOEUTY  MUNICIPAL  BOND  FUND,  im  ■ 

P.O.  Box  832,  Dept.  FF6H01 

82  Devonshire  St..  Boston.  Mass.  02103 

For  more  information,  Includ- 
ing all  charges  and  expenses, 
please  write  or  call  for  a  pro- 
spectus. Read  it  carefully  before 
you  invest  or  send  money. 


Name 


Address 


&>ff>»r7r//n»rrfjrfi ' 


^  In  Mass.CaU  Collect  (617)726-0650 


City 


Zip 


State 

nDEUTY  GROUP 

B  Over  $3  billion  of  assets  under  management. 
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'As  with  all  media  decisions  our  choice 
of  magazines  is  based  on  getting  maximum 

target  coverage  at  the  lowest 
possible  cost.  That's  what  Newsweek 

has  always  offered  usr 


Takuzo  Takanami,  Executive  Vice  President,  Hitachi  Zosen . 


"As  a  major  international  company  in  the  diversified 
field  of  heavy  industry,  producing  everything  from 
ships  to  sugar,  from  fertilizer  to  steel  plants,  our 
target  audience  is  top  management.  The  men  who 
make  the  decisions. 

"To  reach  them  we  obviously  have  to  use  the 
magazines  we  know  they  read.  And,  although  there 
are  a  few  that  fit  into  that  category,  Newsweek  has 
always  been  recognized  as  being  one  of  the  most 
influential. 

"It  has  the  reputation  of  dealing  accurately  with  all 
international  problems  and  Newsweek's  opinions  are 
respected  wherever  it's  read.  Being  avid  readers  of 
the  magazine  ourselves,  we  know  just  how  useful 
this  information  is. 


"As  the  purpose  of  our  advertising  is  also  to 
inform,  we  feel  very  much  at  home  in  the 
atmosphere  Newsweek  creates.  Confident  in  the 
knowledge  that  our  ads  will  be  read  with  the  same 
interest  as  the  editorials. 

"Newsweek's  split  run  facility  also  means  we  can 
select  our  audience  to  the  maximum  effect.  When 
we're  trying  to  reach  decision-makers  in  the  Middle 
East  we  can  tailor  our  advertising  to  do  just  that. 

"For  the  past  ten  years  we  have  enjoyed  a 
relationship  of  good  will  and  understanding  with 
Newsweek  and  we  look  forward  to  continuing  it  in  the 
very  same  way. " 


I 


Select  from  Newsweek's  50  regional  editions 
for  special  impact  in  industrial  markets  worldwide. 


The  editorial  environment  of  Newsweek  International  is 
uniquely  advantageous  to  the  multinational  advertiser. 
Every  issue  includes  a  high  content  of  editorial  material 
specially  written  for  today's  business  community 
around  the  world. 

So  that  your  advertising  reaches  precisely  the 
readers  you  want  to  reach.  The  business  executives 
and  government  officials  that  influence,  make  and 
approve  major  buying  decisions. 


And  it's  surprisingly  affordable  too.  Check  the 
rates  for  any  or  all  of  Newsweek's  Atlantic  and  Pacific 
Editions.  Select  the  specific  Newsweek  International 
coverage  that  will  help  you  develop  profitable  industrial 
markets. 

For  further  information,  write  or  call  Howard  W. 
Smith,  Advertising  Director,  Newsweek  International, 
444  Madison  Avenue,  New  York,  NY  10022.  Phone 
(212)  350-2570. 
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Money  And  Investments 


Stock  Comments 


Just  As  In  1960? 


By  Heinz  H.  Biel 


■  or  the  past  several  weeks  the  stock 
market  has  suflFered  from  an  acute  at- 
tack of  the  jitters.  Seemingly  without 
provocation  the  Dow  fell  some  80- 
odd  points  to  the  lowest  level  since 
January.  It  was  a  shocking  plunge 
that  turned  bulls  into  bears. 

What  caused  all  this?  To  start  with, 
there  were  no  internal  stock  market 
excesses  that  called  for  a  correction. 
For  seven  long  months  the  market  had 
been  "correcting"  its  steep  January 
rise.  Corporate  profits,  with,  only  a 
few  exceptions,  were  coming  up  to  ex- 
pectations. At  its  high  for  the  year  the 
Dow  had  a  multiple  of  about  ten. 
This  can  hardly  be  considered  ex- 
travagant, especially  as  dividends  are 
rising  and  interest  rates  are  declining. 

Is  the  worldwide  slowdown  in  the 
economic  recovery  sufficient  reason 
suddenly  to  take  a  dim  view  of  the 
stock  market?  I  don't  think  so.  The 
slowdown,  which  is  undeniable,  would 
seem  to  be  the  result  of  a  deliberate 
effort,  largely  by  us  and  by  the  Ger- 
mans, not  to  permit  recovery  to  grow 
too  fast  into  a  boom  that  would  re- 
kindle inflation  at  a  double-digit  rate. 
It  is  far  better  for  all  concerned  to 
have  a  slow,  but  sustainable,  rate  of 
growth  rather  than  race  helter-skelter 
into  the  next  recession. 

James  Carter 

If  it  isn't  the  state  of  the  econo- 
my or  the  condition  of  the  stock  mar- 
ket itself  that  caused  investors'  knees 
to  buckle,  it  must  be  the  fear  of 
the  unknown.  We  went  through  the 
same  experience  16  years  ago,  except 
that  the  then  U.S.  Senator  John  F. 
Kennedy  was  much  better  known  and 
the  electorate  at  least  thought  it 
knew  what  JFK  stood  for  and  what 
kind  of  a  President  he  might  make. 

Mr.  Biel  is  a  senior  vice  president  of  the  New  York 
Stocit  Exchange  firm  of  Hoppin,  Watson  Inc. 


"It  seemed  ...  a  sensible 

thing  to  do  to 
take  some  profits." 

The  anticipation  of  a  possible  Ken- 
nedy victory  over  Nixon  turned  into  a 
major  stock  market  depressant.  The 
Dow  tumbled  nearly  100  points,  or 
15%,  from  its  June  high  to  an  October 
low  of  566.  This  time,  to  mid-October, 
the  Dow  lost  only  about  8%. 

I  don't  want  to  judge  whether  such 
apprehension  is  warranted  or  whether 
it  is  based  on  partisan  prejudice. 
Time  will  tell.  Any  administration  can 
do  an  awful  lot  of  bungling,  as  we 
have  seen  during  the  past  200  years, 
but  the  nation  has  survived.  If  Car- 
ter is  elected,  he  will  find  himself 
sitting  at  the  desk  where  the  buck 
stops.  All  Presidents  have  found  this 
to  be  a  very  sobering  experience. 

Wall  Street's  reconciliation  with 
Kennedy's  election  was  swift.  During 
the  first  13  months  of  his  term  the 
Dow  rose  30%  to  a  new  alltime  high. 
What  happened  thereafter,  in  1962, 
was  a  less  pleasant  experience. 

Upgrading  Bond  Quality 

It  may  seem  hard  to  believe,  but 
there  is  a  dearth  of  good  bonds.  This 
forces  yield-hungry  institutional  in- 
vestors to  lower  their  quality  stan- 
dards. As  a  result  of  their  buying  of 
lower-grade  bonds  the  yield  differen- 
tial between  top-quality  AAA-rated 
bonds  and  good  graae-A  bonds  had 
narrowed  to  only  about  35  basis 
points  {i.e.,  0.35%). 

Most  of  the  time  the  difference  be- 
tween "good"  and  "best"  doesn't  mat- 
ter much,  but  once  in  a  while  there 
may  come  some  rather  unpleasant 
surprises,  as  was  the  case  with  the 
once  A-rated  Con  Edison  bonds.  When 
that  company's  problems  surfaced  in 
1974,  its  newly  issued  9)i%  bonds, 
due  in  2004,  fell  from  an  offering  price 
of  above  par  to  a  low  of  54,  where 
they  qualified  to  be  included  in  Rich- 
ard Graham's  (Forbes,  Oct.  15)  col- 


lection of  so-called  "junk  bonds." 
For  even  the  slightest  concession 
as  to  quality,  there  must  be  ade- 
quate compensation.  A  differential  of 
only  about  $35  a  year  pretax  income 
on  a  $10,000  investment  is  not  ade- 
quate. Specifically,  I'd  rather  buy 
New  Jersey  Bell  Telephone  8%  bonds, 
due  2016,  at  99  (8.10%  yield)  than 
the  Duke  Power  8%%  bonds,  due 
2006,  at  99M  (8.42%  yield). 

Stock  Policy 

A  few  weeks  ago  {Sept.  15)  I  felt 
that  there  was  some  risk  on  the  down- 
side, and  not  a  sufficiently  intriguing 
potential  on  the  upside.  It  seemed, 
therefore,  a  sensible  thing  to  do  to 
take  some  profits.  As  it  turned  out  the 
timing  was  propitious.  What  should 
one  do  with  that  money,  which  was 
to  be  kept  in  highly  licjuid  form? 

So  far  I've  been  sitting  on  both 
hands  lest  I  reach  for  a  buy  ticket  too 
soon.  While  I  am  confident  that  this 
is  a  correction  and  not  a  new  bear 
market,  I  don't  know  where  this  cm- 
rent  correction  will  bottom  out.  If 
the  market  follows  the  I960  pattern, 
the  low  point  would  come  prior  to 
Election  Day.  At  that  time  let's  see 
where  the  bargains  are. 

There  is  a  question  whether  one 
should  buy  the  stocks  that  have  de- 
clined the  most  or  those  that  held 
up  well  by  comparison  with  the  rest 
of  the  market.  "This  does  not  apply, 
of  course,  to  utilities  and  other  nor- 
mally less  volatile  stocks,  which  are 
inherently  defensive  in  character.  In 
general  I  subscribe  to  the  theory  that 
one  should  give  preference  to  stocks 
with  above-average  performance,  but 
while  the  sell-off  is  in  progress,  such 
evidence  can  be  deceiving. 

I  continue  to  favor  stocks  tliat  sell 
at  relatively  low  multiples,  but  a  pol- 
icy that  specifies  not  to  buy  stocks 
that  sell  at  more  than  eight  or  ten 
times  earnings  is  too  restrictive.  Some 
of  the  more  desirable  stocks  will  never 
be  available  at  such  low  P/Es,  while 
many  low-multiple  stocks  just  don't 
deserve   to   sell    at   a   higher   one.   ■ 
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Let  Value  Line  Help  You  Identify 

400  STOCKS  TO  AVOID  NOW 

Plus  100  stocks  that  may  outperform 
most  others  in  the  next  12  months 


An  otherwise  solid  stock  portfolio  can 
be  largely  undone  by  a  few  "misfits." 
So  it's  important  to  be  able  to  identify 
"weak"  stocks  as  well  as  "strong"  ones. 
And  to  be  immediately  aware  of  signifi- 
cant changes  in  any  of  your  stocks. 
That's  why  The  Value  Line  Investment 
Survey  every  week  of  the  year  ranks 
1600  stocks— each  relative  to  all  the 
others— for  Probable  Market  Perfor- 
mance in  the  next  12  Months,  as  fol- 
lows: 

100  stocks  are  ranked  1  (Highest) 

300  stocks  are  ranked  2 
(Above  Average) 

800  stocks  are  ranked  3  (Average) 

300  stocks  are  ranked  4 
(Below  Average) 

100  stocks  are  ranked  5  (Lowest) 
Note:  Not  every  stock  will  always  per- 
form in  accordance  with  its  rank.  But  it 
is  a  fact  that  favorably  ranked  stocks, 
as  a  group,  have  outperformed  poor- 
ly ranked  stocks  with  remarkable  con- 
sistency since  the  ranking  system  was 
introduced  in  1965. 

While  past  performance  can  never  guar- 
antee future  success,  this  record  of 
more  than  a  decade  of  successful  dis- 
crimination strongly  suggests  that  you 
can  tilt  the  investment  probabilities  in 
your  favor  by  using  the  Value  Line 
ranks. 

400  Stocks  to  avoid  now 
The  ranks  are  designed  to  measure 
probabilities.  We  expect  higher-ranked 
stocks  to  go  up  more  in  a  rising  mar- 
ket—or down  less  in  a  market  drop— 
than  lower-ranked  stocks.  And  con- 
versely . . . 

We  expect  the  400  stocks  ranked  4 

or  5  for  Performance  to  go  DOWN 

MORE  or  UP  LESS,  on  average,  than 

the  1200  others  within  the  12  months 

directly  ahead. 
The  400  stocks  currently  ranked  un- 
favorably (Value  Line  Sept.  10)  include 
some  very  big  names.  Just  a  few  of 
them  are  U.S.  STEEL,  STANDARD  OIL 
(OHIO).  STERLING  DRUG.  HOLIDAY 
INNS.  EASTMAN  KODAK,  GREYHOUND 
CORP..  AMERICAN  BRANDS,  AMER- 
ICAN CYANAMID.  (This  may  show  why 
you  shouldn't  confuse  the  excellence  of 
a  company  with  the  current  timeliness 
of  a  commitment  in  the  stock.) 
Looking  for  performance? 
Even  if  your"  primary  objective  is  yield, 
or  safety,  or  long-term  appreciation,  we 
suggest  you  stay  away  from  stocks  cur- 
rently ranked  4  or  5  by  Value  Line  for 
Next-12-Months  Performance. 
And,  of  course,  if  superior  relative  price 
action  is  what  interests  you  most,  then 
we  suggest  you  give  special  attention  to 
the  100  stocks  currently  ranked  1  (High- 


est) by  Value  Line  for  Probable  Market 
Performance  in  the  Next  12  Months. 
Updated  every  week 
Every  week— for  EACH  of  1600  stocks— 
The  Value  Line  Investment  Survey  in  its 
Summary  of  Advices  and  Index  pre- 
sents the  up-to-date . . . 
a)  Rank  for  Relative  Probable  Price  Per- 
formance in  the  Next  12  Months- 
ranging  from  1  (Highest)  down  to  5 
(Lowest). 
b)Rank  for  Investment  Safety  (from  1 
down  to  5). 

c)  Estimated  Yield  in  the  Next  12 
Months— (100  stocks  offer  yields  of 
8.4%  and  up— Value  Line  Sept.  10.) 

d)  Estimated  Appreciation  Potentiality 
in  the  Next  3  to  5  Years— showing  the 
future  "target"  price  range  and  the 
percentage  price  change  indicated. 
(100  stocks  are  in  the  245%  to  660% 
range— Value  Line  Sept.  10.) 

e)  Current  price  and  P/E.  plus  esti- 
mated annual  earnings  and  dividends 
in  current  12  months.  Also  the  stock's 
Beta. 

f)  Very  latest  available  quarterly  earn- 
ings results  and  dividends,  together 
with  year-earlier  comparisons. 

In  addition,  each  of  the  1600  stocks  is 
the  subject  of  a  comprehensive  new 
full-page  Rating  &  Report  at  least  once 
every  three  months— including  23  se- 
ries of  vital  financial  and  operating  sta- 
tistics going  back  10  years  and  esti- 
mated 3  to  5  years  into  the  future. 

SPECIAL  OFFER 

If  no  member  of  your  household  has 
had  a  subscription  to  Value  Line  in  the 
last  two  years,  you  can  now  receive  the 
complete  Value  Line  Investment  Sur- 
vey for  the  next  10  weeks  for  only  $29 
(about  half  the  regular  rate).  We  make 
this  special  offer  because  we  have 
found  that  a  high  percentage  of  those 
who  try  Value  Line  for  a  short  period 
stay  with  it  on  a  long-term  basis.  The 
increased  circulation  enables  us  to  pro- 
vide this  service  for  far  less  t}ian  would 
have  to  be  charged  our  long-term  sub- 


scribers were  their  number  smaller. 
Your  trial  will  include  all  of  the  fol- 
lowing: 

EVERY  WEEK  a  new  SUMMARY  OF 
ADVICES  section  (24  pages) . . .  show- 
ing the  current  ratings  of  1600  stocks 
for  future  relative  Price  Performance 
and  Safety— together  with  their  Esti- 
mated Yields  and  the  latest  earnings, 
dividends  and  P/E  data. 
EVERY  WEEK  a  new  RATINGS  &  RE- 
PORTS section  (144  pages) . . .  with 
full-page  analyses  of  about  125  stocks. 
During  the  course  of  every  13  weeks, 
new  full-page  reports  like  this  are  is- 
sued on  all  1600  stocks,  replacing  and 
updating  the  previous  reports  which 
will  be  sent  to  you  as  a  bonus,  as  stated 
below.  (It  takes  but  a  minute  a  week  to 
file  the  new  reports  in  your  Value  Line 
binder.) 

EVERY  WEEK  a  new  SELECTION  & 
OPINION  section  (8  pages) . . .  with  a 
detailed  analysis  of  an  Especially  Rec- 
ommended Stock— plus  a  wealth  of 
investment  background  including  the 
Value  Line  Composite  Average  of  more 
than  1600  stocks. 

PLUS  THIS  $45  BONUS  .  .  .  Value 
Line's  complete  1900-page  Investors 
Reference  Service  (sold  separately  for 
$45),  with  our  latest  full-page  reports 
on  all  stocks  under  review— fully  in- 
dexed for  your  immediate  reference- 
to  be  updated  by  new  reports  sent 
weekly. 

AND  THIS  BONUS,  TOO  . . .  the  64- 
page  booklet,  "Investing  in  Common 
Stocks,"  which  contains  a  wealth  of 
information  on  security  analysis  and 
portfolio  management. 

MONEY  BACK  GUARANTEE 

You  take  no  risk  accepting  this  special 
offer.  If  you  are  not  completely  satisfied 
with  The  Value  Line  Survey,  just  return 
the  material  you  have  received  within 
30  days  for  a  full  ref'jnd  of  your  fee. 
To  accept  this  invitation,  simply  fill  in 
and  mail  the  attached  coupon  today. 
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The  Value  Line  Investment  Survey  ^^^^ 

Arnold  Bernhard  &  Co.,  Inc.  5  E.  44th  St.,  N.Y..  N.Y.  10017  v'^ 


D  Begin  my  special  10-week  trial  to  The  Value 
Line  Survey  (limited  once  to  any  tiousehold 
every  two  years)  and  send  me  ttie  Investors 
Reference  Service  and  ttie  booklet  "Investing 
in  Common  Stocks"  as  a  bonus.  My  ctieck  or 
money  cder  for  $29  is  enclosed.  (Trial  sub- 
scriptions must  be  accompanied  by  payment.) 
D  I  prefer  one  year  (52  weeks)  of  Value  Line, 
plus  the  bonus,  Investors  Reference  Service 
and  the  booklet,  "Investing  in  Common  Stocks" 
for  $285.  (There  are  no  restrictions  on  this 
offer.) 

D  Payment  enclosed  D  Bill  me  for  $285 
GUARANTEE:  If  dissatisfied  for  any  reason,  I 
may,  under  either  offer,  return  the  material 
within  30  days  for  a  full  refund  of  the  fee  I  have 
paid. 


416M01 


SIGNATURE 


NAME  (please  print) 


ADDRESS 


APT.  NO. 


CITY  STATE  ZIP 

Not  assignable  without  subscriber's  consent. 
Foreign  rates  on  request.  Subscription  fees 
are  fully  tax-deductible.  (NY  residents  add  ap- 
plicable sales  tax.) 
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Buy  Technology  Stocks 


By  Richard  B.  Hoey 
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am  bullish  on  the  technology 
growth  stocks,  because  the  dynamics 
of  stock  market  interest  are  likely  to 
shift  toward  these  companies  as  the 
rate  of  gain  in  the  profits  of  cyclical 
companies  slows  down.  In  addition, 
many  of  the  technology  companies  are 
beneficiaries  of  strong  capital  spend- 
ing, which  is  likely  to  come  on  strong 
in  1977  and  1978. 

Recent  uncertainties  about  U.S.  cap- 
ital spending  and  serious  economic 
weakness  in  Europe  have  caused 
weakness  and  thus  favorable  buying 
opportunities  for  these  stocks. 

The  key  to  success  in  the  field  of 
technology  is  often  economies  of  scale. 
A  company  with  a  large  market  share 
in  a  given  industry  segment  often  has 
lower  unit  costs,  and  is  also  able  to 
finance  a  large  research  and  develop- 
ment budget.  Smaller  companies  often 
have  dramatic  gains  for  a  few  years, 
then  fall  by  the  wayside  as  they  can- 
not finance  adequate  new  research 
and  development.  For  this  reason,  we 
beUeve  that  a  technology  portfolio 
should  be  built  of  the  leading  com- 
pany in  each  field,  as  long  as  its  mar- 
ket price  is  not  excessive.  Thus  we 
favor  IBM  (264),  the  leader  in  com- 
puters; Digital  Equipment  (150),  the 
leader  in  minicomputers;  Texas  In- 
struments (105),  the  leader  in  semi- 
conductors; AMP  (31),  the  leader  in 
connectors;  and  Hewlett-Packard 
(84),  in  test  and  measurement. 

The  cheapest  stocks  in  the  group 
and  the  best  buys  today  are  IBM  and 
Digital  Equipment. 

IBM  ( 1976  earnings  forecast: 
$15.80;  1977  earnings  forecast:  $18) 
remains  one  of  the  cheapest  of  the 
major  high-quahty  stocks  in  the  mar- 
ket. It  is  now  selling  at  only  about  15 
times  next  year's  earnings,  and  is 
yielding  about  3%  on  its  $9  dividend, 

Mr.  Hoey  is  a  vice  president  ond  investment  strategist 
o(  Boctte  Hoisey  Sloort. 
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// 


only  1%  less  than  the  yield  for  Stan- 
dard &  Poor's  500  stocks.  Over  the 
next  five  years,  we  expect  that  IBM's 
dividends  will  double,  strongly  out- 
pacing the  dividend  growth  of  the 
average  stock.  For  investors  who  can 
sacrifice  lower  yield  today  for  high- 
er dividends  tomorrow,  IBM  is  the 
ideal  investment. 

Mini-Max 

Digital  Equipment  ( 1976  earnings, 
$8.15;  $11  in  1977  or  a  price  of  50 
with  $2.72,  $3.67  earnings  prospects 
after  the  forthcoming  3-for-l  split)  is 
a  cyclical  growth  company  that  should 
experience  a  30%  earnings  growth  rate 
over  the  next  five  years.  With  a  price/ 
earnings  multiple  of  about  14  on  next 
year's  earnings,  we  recommend  pur- 
chase. However,  buyers  must  be  will- 
ing to  accept  the  high  degree  of  price 
volatility  characteristic  of  DEC. 

DEC  has  a  36%  market  share  of  the 
minicomputer  market  and  is  the  larg- 
est factor  in  the  industry.  Minicom- 
puters are  widely  used  in  industrial 
automation  of  factories  and  labora- 
tories, in  part  because  they  can  sub- 
stitute for  high-cost  labor.  While  la- 
bor costs  continually  rise,  the  cost  of 
electronic  functions  {i.e.,  one  unit  of 
electronic  work)  has  been  dropping 
by  50%  per  year  for  the  last  ten  years, 
and  this  should  continue  for  at  least 
the  next  five  years.  Minicomputers  are 
able  to  do  more  and  more  work  at 
lower  and  lower  costs  because  of 
the  dramatic  technological  progjress 
occurring  in  semiconductors. 

In  its  early  years,  DEC  sold  at  100 
when  earnings  were  about  a  dollar. 
Now  that  earnings  are  forecast  to  be 
$11  in  1977,  it  is  seUing  for  150. 
However,  its  growth  prospects  are  un- 
diminished. The  bear  case  on  the  stock 
today  centers  on  the  weakness  of  the 


foreign  economies  and  the  slow  pace 
of  improvement  of  U.S.  capital  spend- 
ing. But  we  believe  these  are  only 
temporary  factors  and  at  this  price 
the  stock  should  be  purchased. 

Special  Situation 

One  special  situation  we're  excited 
about  is  Overseas  Shipholding  Group 
(18;  $3.30  1976  earnings;  $3.75  for 
1977),  which  is  likely  to  have  an 
earnings  growth  rate  of  15%  o\er  the 
next  three  years.  Earnings  should  in- 
crease from  $3.30  this  year  to  about 
S5  in  1979. 

The  market  for  very  large  tankers 
(VLCCs)  went  into  a  depression  in 
1974  and  this  has  stifled  investor  in- 
terest in  companies  that  own  and  op- 
erate ships.  But  OSG  has  little  \^\- 
nerability  to  the  problems  of  the  ex- 
cess supply  of  VLCCs. 

The  anticipated  excess  of  supply  of 
Alaskan  oil  above  west  coast  oil  de- 
mand makes  it  likely  that  substantial 
amounts  of  oil  will  be  shipped  by  U.S. 
flag  tankers  through  the  Panama  Ca- 
nal, increasing  the  demand  for  such 
tankers.  This  probably  explains  why 
Standard  Oil  of  Ohio,  a  major  North 
Slope  producer,  recently  chartered 
seven    U.S.    flag    tankers    from    OSG. 

With  an  expected  earnings  growth 
rate  near  15%  over  the  ne.xt  five  years 
and  a  current  price/ earnings  multiple 
near  six,  OSG  should  be  bought. 

Doubling  Your  Return 

The  first  thing  every  investor  should 
do  today  is  to  check  with  his  lawyer 
or  financial  adviser  to  find  out  if  he  is 
eligible  to  set  up  an  individual  retire- 
ment account  before  year-end.  Lim- 
ited to  individuals  not  covered  by  a 
qualified  benefit  plan,  it  is  a  way  of 
doubling  the  aftertax  rate  of  return  on 
your  money  (if  you  arc  in  a  50%  tax 
bracket)  and  compoimding  it  tax- 
free  for  years.  Not  everyone  is  eligible. 
If  the  law  were  ever  changed  to 
make  all  taxpayers  eligible,  it  would 
be  the  mo.st  bullish  influence  on  the 
stock  market  in  a  decade.  ■ 


122 


FORBES,    NOVEMBER    1,    1976 


$2Kllioii 
worth  of  trust 


Nuveen  Tax-Exempt  Bond  Fund  portfolios  now  total  $2  billion! 

John  Nuveen  &  Co.  is  the  largest  sole  sponsor  of  tax-exempt  bond  funds. 
Naturally,  we're  gratified  about  this  position  of  continuing  leadership, 
since  we  pioneered  the  concept  of  municipal  bond  trusts  in  1961. 

After  reaching  $1  billion  in  1974,  Nuveen  Fund  sales  have  doubled 
in  just  two  years. 

Why? 

For  one  thing,  we  know  that  investors  are  more  quality  conscious 
than  ever.  Perhaps  favorable  publicity  given  our  bond  research  and 
Nuveen's  emphasis  on  quality  in  assembling  portfolios  contributed 
greatly  to  this  demand.  Also,  there  were  the  satisfied  Nuveen  Fund 
holders  who  expanded  their  investment,  taking  advantage  of  current 
attractive  tax-exempt  rates.  And  then  there  were  the  new  investors  who 
liked  Nuveen's  diversified  portfolios  plus  features  such  as  ease  of 
ownership,  liquidity  and  choice  of  interest  distributions. 

If  you  think  the  Nuveen  Tax-Exempt  Bond  Fund  may  fit  your 
investment  objectives,  contact  your  local  investment  dealer  for  a 
prospectus  on  the  current  series  or  mail  the  coupon  below. 


Tax-Exempt  Bond  Fund.      FN    I 


Name. 


Address . 
City 


-State. 


Home  Phone . 
My  broker  is  _ 


-Business  Phone . 


-Zip. 


nuveen 

John  Nuveen  &  Co.  Incorporated 
Fixed-income  specialists  since  1898 

61  Broadway  New  York,  New  York  10006  212/344-8300 

Austin  •  Boston  •  Chicago  •  Columbus  •  Los  Angeles  •  Miami  •  Minneapolis 
New  York  •  Philadelphia  •  Phoenix  •  San  Francisco  •  Washington.  DC 


Mail  the  coupon  for  prospectus  containing  more  complete  information,  including 
all  charges  and  expenses.  Read  it  carefully  prior  to  investing  or  sending  money. 
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A  Timid  Cotton  Bull 
Tiiat  Could  Start  To  Run 

By  Stanley  W.  Angrist 
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f  you  like  mysteries,  you'll  love 
cotton!  Since  July,  the  cotton  market 
has  shown  a  price  action  that  has 
even  some  of  the  most  experienced 
traders  scratching  their  heads.  The 
question  they  have  all  been  trying  to 
answer:  Is  the  bull  market  over— the 
one  that  started  in  March  with  cotton 
at  57  cents  per  pound  and  reached 
89  cents  in  July?  Finding  the  answer 
to  that  question  has  been  anything 
but  easy  ( or  cheap ) . 

The  stage  was  set  for  this  massive 
rally  last  spring  when  it  was  realized 
that  demand  for  cotton  was  picking 
up  not  only  in  the  U.S.  but  in  the 
world.  This  increase  in  demand  came 
on  the  heels  of  last  season's  reduced 
crop  of  8.3  milhon  bales.  It  soon 
dawned  on  hedgers  and  traders  alike 
that  price  would  have  to  ration  de- 
mand—hence the  explosive  32-cent- 
per-pound  ($16,000  per  contract) 
rise  in  the  price  of  cotton.  The  price 
rise  had  another  benefit  besides  ra- 
tioning demand— it  started  early 
enough  in  the  spring  so  that  it  could 
influence  farmers'  planting  decisions. 
They  saw  cotton  reach  65  cents  per 
pound  in  mid-May,  and  what  do  cot- 
ton farmers  do  when  they  see  the 
price  going  up?  They  plant  a  lot  more 
cotton. 

The  Supply/Demand  Equation 

The  crop  report  released  on  Oct.  12 
estimates  that  U.S.  cotton  farmers  this 
year  will  bring  in  a  crop  of  10.2  mil- 
lion bales,  up  a  whopping  23%  from 
last  year's  crop.  Does  that  number 
sound  like  it  is  big  enough  to  break 
the  back  of  any  bull  market?  Before 
deciding  in  favor  of  the  bears,  we 
had  better  take  a  look  at  the  demand 
side  of  the  equation. 


Stanley  W.  AngrisI  is  a  professor  ol  Carnegte-Mellcn 
University  and  hos  written  nnony  books,  including  one 
on  commodities. 


"If  cotton  was  so 

scarce,  how  come  the 
prices  were  not  going 

through  the  roof?' 


fff 


We  started  the  1975-76  cotton  sea- 
son (on  Aug.  1)  with  stocks  of  5.7 
million  bales.  A  relatively  small  crop, 
coupled  with  fairly  good  domestic 
disappearance,  reduced  the  beginning 
stocks  of  cotton  on  Aug.  1,  1976  to 
3.7  million  bales— a  historically  low 
figure.  With  this  year's  bumper  crop, 
it  gives  the  U.S.  a  total  supply  of  only 
13.9  million  bales.  Domestic  disap- 
pearance is  estimated  this  year  at  6.7 
million  bales,  and  exports  are  predict- 
ed to  be  4.6  million  bales  (up  from 
only  3.3  million  bales  last  season). 
This  leaves  us  with  ending  stocks  next 
July  30  of  only  2.6  million  bales, 
which  is  more  than  a  million  bales  less 
cotton  than  we  had  at  the  beginning 
of  this  year.  That  is  the  lowest  carry- 
over level  for  cotton  that  has  been 
seen  in  this  country  since  1951.  That 
should  have  sent  the  bears  scurrying 
back  to  their  dens. 

Nearly  all  this  tightness  stems  from 
exports.  As  of  Sept.  26,  export  com- 
mitments for  the  1976-77  season  al- 
ready total  3.34  million  bales,  and 
that  is  in  the  second  month  of  the 
new  season.  Given  the  tightness  in 
the  world  supply/ demand  situation,  it 
would  not  be  too  surprising  to  see 
exports  top  the  estimated  4.6  million 
bales. 

Given  this  bullish  supply/ demand 
picture,  many  traders  were  surprised 
when  the  December  contract  plunged 
from  89  cents  a  pound  in  July  to 
bounce  around  in  a  trading  range  be- 
tween 71  cents  and  79  cents  per 
pound  for  over  2^2  months.  It  was  not 
until  the  first  week  in  October  that 
the  December  contract  finally  topped 
80  cents  a  pound  again. 

If  cotton  was  so  scarce,  how  come 
the  prices  were  not  going  through 
the  roof?  How  come  the  bears  were 
rampaging?  Certainly  one  answer   to 


that  question  must  be  found  in  the 
area  of  substitutes.  Rayon  and  poly- 
ester staple  prices  are  currently  Rin- 
ning  under  60  cents  per  pound  on  a 
mill-delivered  basis,  after  adjustment 
for  processing- waste  losses.  If  cotton 
prices  get  too  high,  the  manufacturers 
simply  start  to  use  rayon  and  poly- 
ester. That  puts  a  limit  on  cottoti 
prices. 

Trading  Suggestions 

Even  though  the  fundamentals  are 
overwhelmingly  bullish,  violent  shake- 
outs  in  the  cotton  market  happen  all 
too  frequently.  (The  17-cent-$8,500 
per  contract— drop  in  late  summer 
provides  ample  evidence  for  caution. ) 
If  straight  long  positions  are  taken  in 
the  December  contract,  stops  should 
not  be  set  closer  than  7  cents  per 
pound  ($3,500  per  contract)  from 
the  entry  point.  Minimum  exchange 
margin  per  50,000-pound  contract  is 
currently  $2,500. 

A  more  reasonable  approach,  in  my 
opinion,  would  be  to  set  up  bull 
spreads  by  going  long  December  and 
short  March  cotton.  This  spread  in 
September  and  early  in  October 
traded  as  high  as  100  points  premium 
March.  The  carrying  charges  per 
month  are  currently  estimated  at  65 
points  ($325  per  contract)  not  the 
46  points  ($230  per  contract)  errone- 
ously given  in  my  column  of  Aug.  1. 
Thus  if  the  long-December-short- 
March  spread  is  put  on  at,  say,  90 
points  ($450  per  cxintract)  premium 
March,  the  risk  per  spread  on  the 
trade  is  three  months  times  $325  per 
month  minus  $450  per  contract, 
equaling  $525.  Thus  six  bull  spreads 
could  be  put  on  with  the  same  dollar 
risk  as  one  long  position  in  cotton. 
Minimum  exchange  margin  per 
spread  is  currently  $1,000. 

If  the  strong  bull  market  resumes, 
this  spread  could  easily  invert  with 
December  moving  to  a  lOO-point 
premium  or  .so  to  March  (as  it  did  in 
June  of  this  year).  But  remember:  In 
commodity  trading  there  is  never  a 
sure  thing.   ■ 
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y  Remember  when  a  Bull  was  an  optimist 
and  a  Bear  was  a  pessimist? 

Well  it  doesn't  work  that  way  in  futures  trading.  There 
is  absolutely  no  onus  in  *  going  short",  which  means 
investing  in  the  belief  that  the  price  of  some  commod- 
ity is  going  down.  Ask  any  grocery  shopper  whether  it  s 
un-American  to  believe  that  egg  prices,  for  example, 

are  headed  lower.  (Or  ask  an  egg  pro 
ducer  if  it  s  un-American  to  think 
they're  going  higher.) 


There  are  about  two  dozen  different 
commodity  futures  contracts  traded 
on  the  Chicago  Mercantile  Exchange. 
On  any  given  day  some  are  going  up 
and  some  are  going  down— so  there's 
always  opportunity.  Those  producers  and  other  people 
who  foresee  the  price  trends  correctly  are  making 

money.  Those  who  do  not  are  losing. 

> 

It's  that  simple.  And  it's  that  challenging. 

If  you'd  like  more  information  on  futures  trading 
call  toll-free  800-243-5676  in  the  continental  U.S. 
In  Connecticut,  call  1-800-882-6500.  Or  send  in 
the  coupon. 


•Mail-in  Coupon< 


Your  name 


CHICAGO  MERCAmiLE  EXCHANGE 

International  Monetaiy  Market        Associate  Mercantile  Market 

Your  address 


Ptease  circle  those  commodities  you're  interested  in.  Send  to  CME,  444  W.  Jackson  Boulevard,  Chicago,  Illinois  60606.     Dept.    4142 

Live  cattle  Frozen  skinned  hams  CIS.  silver  coins 

Feeder  cattle  Boneless  beef  United  States  treasury  bills 

Live  hogs  Copper  Deutschemarks 

Frozen  pork  bellies  CioW  Japanese  yen 


Canadian  dollars 
British  pounds 
Swiss  francs 
Mexican  pesos 


Lumber 

Russet  Burbank  potatoes 

Fresh  eggs 

Nest  run  eggs 


Frozen  eggs 

Mik) 

Butter 

TurVe^s 


A  Federally  Licensed  Contract  Market 


f 


RUN 
FOR 
YOUR 
LIFE!    ^ 


Jog  every  day,  regardless  of  weather  or 
time  of  day;  jog  in  your  own  home  on  a 
BattleCreekHealthWalker*.Uniquede- 
sign  cuts  exercise  time  up  to  75%— you 
jog  for  an  hour  in  just  15  minutes!  Write 
for  details,  including  direct-by-mail  price. 
No  obligation. 

Easy  payment  plan  now  available 
Mail  to 


Q 


EQUIPIVIEINJ^ 
307  W  JacKson  St .  Dept  #05Z 
Battle  Cr'ek,  Ml  49016 

Please  rush  information  on  HEALTH  WALKER 

Mr 
Ms 
Mrs 


Please  Pnni 


Address. 
City 


.State. 


-Zip- 


TEXAS 
RED 

GRAPEFRUIT 


"■''r^U.lM 


^"-.-p„     fA 


The  Best— From  the  Lush 

Rio  Grande  Valley 
THIS   IS  OUR  51  ST  YEAR 

V2-bu.  Grapefruit  $    9.65 

Carton  of  12  Grapefruit  $    7.50 

Full  bu.  Grapefruit  $14.25 

Carton  of  6  Grapefruit  $    5.40 

Vi-bu.  G.F.  &  Oranges  $    9.70 

Full  bu.  G.F.  &  Oranges  $14.30 

G.F.  &  Oranges  in  Mexican  bamboo 

baskets:   Vi-bu.  $1 1 .50.. ..Full  bu.  $16.25 
All  ore  delivered  prices. 


WE  TRUST  YOU!  send  your  gift  list 
now  and  poy  our  invoice  in  January. 


Other  citrus  packs  and  also  pecans,  rare  honey,  fruit 
cakes,   cheese,  smoked  hams  and  turkeys. 
Writ*  for  free  illustrated  folder 

PITTMAN  &   DAVIS,  INC. 

901   N.  Exp.,  HARLINGEN,  TEXAS  78550 

Established   1926 


Red  Cross. 
The  Good 
Neighbor. 
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The  Street  Waike' 


Bargain  Hunting  For  An  Energy  Plan 


Savings  &  Loan  Stocks: 
The  Spread  Thickens 


The  savings  &  loan  stocks,  already 
up  some  70%  from  their  1975  lows, 
have  a  lot  of  friends  on  Wall  Street 
these  days.  E.F.  Hutton  Vice  Presi- 
dent Newton  Zinder  expects  the  next 
administration  to  put  aid  to  housing 
high  on  its  agenda.  Richard  Bove, 
Wertheim  &  Co.'s  respected  building 
materials  analyst,  thinks  that  even  the 
depressed  multifamily  home  market 
will  do  much  better  next  year.  Who 
will  all  this  help?  The  savings  &  loans, 
of  course.  "The  savings  &  loan  indus- 
try," says  Sanford  C.  Bernstein's  Jon- 
athan Gray,  "is  headed  for  record 
profitability  next  year." 

Gray  is  convinced  that  the  S&Ls 
are  now  in  better  shape  to  ride  out 
see-sawing  interest  rates.  "The  old 
saw  about  the  S&Ls  is  they  boiTow 
short  and  lend  long,  so  they  get 
squeezed  when  rates  are  rising.  But 
now,  the  net  interest  margin  seems 
to  be  stabilizing.  Mortgage  pricing 
now  appears  to  be  controlled  by  the 
top  rate  on  six-year  savings  certifi- 
cates, the  highest-cost  certificate  ac- 
count. That  rate  is  now  1%  above 
the  average  cost  of  new  S&L  funds 
and  1.25%  to  1.5%  below  mortgage 
prices."  If  Gray  is  right,  the  average 
spread  between  cost  of  money  and 
lending  rates  is  now  a  very  healthy 
Tk  points. 

Which  S&L  stocks?  "The  clear 
standout  is  Golden  West  Financial 
[19,  six  times  earnings],"  says  Gray. 
"It's  had  ten  years  of  uninterrupted 
growth  in  earnings  per  share  and  a 
compound  earnings  growth  over  the 
last  eight  years  of  23%."  He  is  pre- 
dicting earnings  per  share  of  $2.89 
fully  diluted  this  year  and  $3.45  next 
year  ( Golden  West  just  reported  nine- 
month  figures  of  $2.06,  compared 
with  $1.49  a  year  earlier). 

Others:  "Imperial  Corp.  of  Ameri- 
ca [14X;  P/E,  five]-an  excellent 
record.  Great  Western  Financial 
[19«;  P/E,  eight]-its  historical  rec- 
ord is  not  as  good  as  First  Charter's 
[16^8;  P/E,  seven,  and  Gray's  fourth 
choice]  but  it  has  many  things  to 
recommend  it." 

Ronald  Mandle  of  Paine,  Webber, 


Jackson  &  Curtis  shares  Gray's  overa 
enthusiasm:  "I  think  the  outlook 
very  good,"  he  says.  "Loan  demand 
strong  in  California.  Portfolio  yiek 
are  rising  more  rapidly  than  the  ca 
of  money.  Savings  &  loan  eamin| 
this  year  will  increase  40%  to  50%,  an 
for  next  year,  we're  making  a  predii 
tion  of  20%." 

Mandle's  picks:  "For  the  individu 
in\'estor,  looking  at  stocks  that  ha'* 
some  yield,  the  No.  One  vehicle 
Golden  West's  convertible  preferrc 
{WkV  Others:  Great  Western,  It 
perial.  First  Charter,  Northern  Cal 
fornia  Savings  (14?8  bid),  H.! 
Ahmanson  ( 13/2;  P/E  six). 


A  Cheap  Way  To  Buy  Oil? 


Back  in  May,  New  York  stockbrok 
Peter  Treves  told  The  Street  Walk 
that  he  was  buying  shares  in  oil  coi    | 
panics  that  were  predominantly  cru< 
producers.    His    argument    was    th 
many  of  these  would  be  takeover  ca 
didates.    (As  he  said,  it  takes  $8 
$12  to  find  a  barrel  of  cnide,  but  y( 
could   buy   existing   reserves    throu; 
the  stock   market   for  as   little   as 
a  barrel.)    Among  the  stocks  Trev 
mentioned    in    May  were:     Hamiltc 
Bros.,    then    12,    now    223i;    Austr; 
Oil,   then    13,   now    14;   Kewanec   T 
dustries,  then  24,  now  29;  Forest  Oi 
then   16,   now    19;   Petro-Lewis,   tht 
9)4,   now    12J».    Not   bad   in   a   markt 
that  has  gone  nowhere  on  balance. 

What's   Treves    up   to   now? 
verse,    same   as    the    first.    "The 
thing   I   am   buying   in    this   marl 
he  says,  "are  stocks  with  good  ci 
reserves  or  natural  gas  reservesi 
addition  to  the  takeover  trend,  w' 
he  thinks  will  continue,  he  cites 
inevitable  upward  pressure  on  oil 
natural     gas     prices    that    const 
makes    existing    reserves    more    vi 
able.   Democrats,  as  well  as  Repul 
cans,  he  predicts,  will  let  the  price  • 
oil  and  natural  gas  go  up.  "For  dl 
reason,"   ho   says,    "these    stocks   MT 
be  insulated   from   the   general   trei 
of  the  market."  Among  his  favorite 
Shenandoah  Oil  (22Ji);  Buttes  Gas 
Oil    (20X);   Austral   Oil.   Treves  ad 
that  he  would  buy  Suiwrior  Oil  il 
dips  below  200  again.   ■ 
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The  last  time  Forbes  talked  to  George 
D.  Bjurman  it  was  early  1968.  The 
stock  market  had  a  severe  case  of  the 
crazies  at  the  time  and  Bjurman,  then 
managing  Occidental  Life  Insurance 
Co.'s  $2-billion  investment  portfolio, 
talked  sense.  "Stock  prices  are  too 
high,"  he  said.  "A  price  break  is  start- 
ing." Like  most  wise  men,  Bjurman 
was  a  bit  early,  but  not  by  much. 
Within  a  year  the  Dow  Jones  indus- 
trials had  started  a  350-point  plunge. 

That  well-developed  sense  of  tim- 
ing helped  make  Bjurman's  track  rec- 
ord at  Occidental  one  of  the  best  in 
the  business.  His  investments  earned 
over  13%  a  year  for  17  years,  often 
accounting  for  some  25%  of  parent 
Transamerica  Corp.'s  annual  net  in- 
come. Bjurman,  now  70,  took  early 
retirement  in  the  summer  of  1970  to 
go  into  business  for  himself.  His  tim- 
ing on  that  also  was  impressive.  Re- 
tiring then,  rather  than  three  years 
later,  he  caught  the  market  at  a  low 
point  when  he  started  investing  his 
.  own  clients'  money.  "There  was  great 
fear  in  the  market,  and  that's  the 
best  time  to  buy,"  says  Bjurman. 

Since  those  days  professional  mon- 
ey managers  have  sunk  several  pegs 
in  the  esteem  of  investors— witness  the 
rise  of  the  index  funds  and  the  recom- 
mended firing  of  Citibank  and  U.S. 
Trust  Co.  by  the  New  York  City  pen- 
sion funds  for  not  outperforming  the 
averages.  So  we  again  sought  out 
George  Bjurman  to  ask  how  he  was 
faring  in  this  hostile  climate  and  what 
his  renowned  sense  of  timing  tells  him 
about  this  market.  The  answers  are, 
in  order,  1)  splendidly,  and  2)  buy 
quality  common. 

Bjurman  (pronounced  Bier-man) 
has  set  up  shop  in  Los  Angeles  with 
his  son,  Gegrge  Andrew,  and  four 
other  youngj  opinionated  portfolio 
managers:  Executive  Vice  President 
T.  Michael  Graf,  Anthony  Correnti, 
David  Siphron  and  Leslie  Waite.  As 
George  D.  Bjurman  &  Associates,  they 
handle  $891  million  in  investment 
portfolios  from  such  corporate  blue 
chips  as  Atlantic  Richfield,  Boeing, 
International  Nickel,  Union  Oil,  Rock- 
well International,  Standard  of  Cali- 
fornia and  Continental  Air  Lines. 
That  svun  is  up  from  $364  million  in 
1973,  and  the  reason  is  not  hard  to 
find.  The  firm  has  outperformed  the 
DJI  and  the  Standard  &  Poor's  500 
every   year   since   it   was    formed   ex- 


"We  bought  AT&T  at  46  . . . 
made  close  to  40% 
staying  with  quality." 


cept  1975.  The  five-year  performance 
record  of  three  sample  accounts  ranks 
them  in  the  top  7%  of  158  large  man- 
aged accounts. 

George  Bjurman  insists  firmly  that 
all  six  men  share  equally  in  the  in- 
vestment decisions  (and  after  one 
spends  time  with  them,  it  is  reason- 
able to  assume  that  if  he  didn't  in- 
sist firmly  enough,  his  young  col- 
leagues would).  If  five  of  the  six 
agree,  they  move.  They  make  their 
job  easier  by  limiting  their  investment 
universe  to  some  80  stocks  within 
about  15  industries.  All,  it  is  agreed 
among  them,  are  stocks  worth  own- 
ing. "The  only  real  difi^erence  of  opin- 
ion," says  Andy  Bjurman,  "is  about 
timing."  That  is,  is  a  given  stock  worth 
owning  at  the  current  price?  Then, 
their  elder  may  have  the  final  word. 

You'll  look  in  vain  for  "hidden  val- 
ues" or  "undiscovered"  growth  stocks 
in  the  Bjurman  list.  Many  other  mon- 
ey managers  bought  the  same  kind 
of  stocks,  which  Bjurman  identifies  as 
"quality  growth  stocks,"  and  yet  fared 
p^rly.  The  difference  lies  not  in  the 
stocks,  but  in  the  timing;  in  avoid- 
ing the  herd  instinct— something  made 
easier  by  being  3,000  miles  away  from 
Wall  Street. 

The  Bjurman  group  is  firmly  fim- 
damentalist:  They  look  for  companies 
with  15%  annual  earnings  growth, 
regular  dividend  increases,  a  strong 
balance  sheet,  substantial  research 
and  development  expenditures.  "Qual- 
ity is  everything,"  says  George  Bjur- 
man. They  look  at  the  total  return  on 
a  stock,  appreciation  and  income  over 
time.  On  that  basis,  they  watched  the 
strong  market  surge  of  the  basic  in- 
dustry stocks  like  autos  and  decided 
to  buy  in— but  they  bought  General 
Motors  in  the  middle  30s,  not  Chrys- 
ler at  8. 

That  means  their  performance 
doesn't  reflect  Chrysler's  smart  rise  to 
22,  but  it  avoided  the  risk  inherent 
in  Chrysler,  a  company  some  analysts 
thought  flirted  briefly  with  disaster. 

Les  Waite  has  no  regrets:  "A  new 
era  with  CM  earning  $10  to  $12  may 
be  the  standard  for  the  next  several 


The  Money  Men 


George  Bjurman  is  quick  to 
give  credit  to  his  younger 
associates  in  the  firm:  "They 
have  sometimes  been  right  and 
I  have  been  wrong." 


years.  If  the  company  gets  back  to 
anywhere  near  its  historical  payout 
ratio  of  70%,  the  dividend  could  be 
raised  to  $7.  If  that  happens,  buying 
CM  at  70  today  could  earn  you  10%." 

George  Bjurman  makes  the  point 
with  regard  to  the  firri's  second-big- 
gest holding,  American  Telephone  & 
Telegraph.  A  year  ago  it  met  his  def- 
inition of  a  growth  stock  because  he 
saw  the  earnings  responding  to  in- 
creased telephone  use  in  a  recovering 
economy  and  to  increased  automation 
within  the  company.  "We  bought 
AT&T  at  46,"  he  says.  "It  went  to  61, 
a  33%  appreciation  on  top  of  a  7.4% 
dividend  yield.  So  you've  made  close 
to  40%  staying  with  the  finest  quality 
you  could  have.  Why  put  your  port- 
folio out  at  a  lot  of  risk?" 

Assuming  that  a  recovering  econo- 
my would  be  fueled  by— well,  fuel— 
the  Bjurman   firm   bought   up   almost 
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D.A.B.  Industries,  Inc. 
NASDAQ  Symbol:  DABI 

Annualized  Div.:  0.40 
1 2  Mos.  Earnings:  3.84 
P/E  Ratio: 


D.A.  B.  Industries  is  now  listed  on  the  National 
Association  of  Security  Dealers  Automated 
Quotation  System  under  the  symbol  DABI.  Over 
the  past  51  years  we  have  carved  out  a  position 
as  a  leading  manufacturer  of  power  transmission 
components,  engine  bearings  and  production 
machinery  for  the  automotive,  truck,  aircraft, 
construction,  agricultural  and  industrial  equip- 
ment industries.  And  in  the  last  five  years,  our 
sales  and  earnings  have  grown  substantially 
faster  than  the  markets  we  serve.  This  year  will 
be  no  exception.  For  a  copy  of  our  annual 
report,  write: 


DA.  B.  Industries,  Inc. 
466  Stephenson  Highway 
Troy.  Michigan  48084 


Pierfomia 
death-defyi  Ag  act. 


EaDetvise  refnlaflsii 


Give  Heart  Fund     'f  ' 

American  Hea'l  Associalion    J/ 
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to  their  maximum  ( 15%  in  any  sin| 
industry)  in  domestic  oils  and  oil  \v 
equipment  slocks.  The  latter  stoc 
make  up  9%  of  Bjurman's  holdings, 
only  2%  of  the  S&P  500,  a  weighti 
that  went  a  long  way  toward  Bj' 
man's  average-beating  performance 

The  firm  bought  cautiously  amo 
the  basic  industry  stocks,  which  ha 
had  a  60%  runup  from  their  recess: 
lows.  And  the  team  is  glad  they  d 
because   in   their  reckoning  many 
those    companies    have    had    all    I 
earnings   gains   they   can   have   for 
good  while.  Explains  Siphron:  "Stc 
prices  followed  earnings  recovery 
the    recession     ended.     But    as 
growth  rate  slows,  prices  won't  hol< 

Not  the  least  of  Bjurman's  sue 
has  come  from  what  the  group  e 
"massaging  the  bond  market."  1 
firm  now  has  only  25%  of  its  mon" 
in  bonds,  but  it  mitigated  the  eff< 
of  the  stock  market  disaster  of  19' 
74  by  going  early  into  bonds  (as  w 
as  cash).  Massaging  does  not  mt 
swapping  bonds  to  pick  up  oi 
eighth  or  one-fourth  of  a  point; 
means  playing  sectors  and  playi 
the  yield  curve. 

Flat  Curves,  Split  Rates 

For  example,    the   Bjurman    grc 
has    bought    finance    sector    bone 
Household    Finance,    CIT,    Benefic 
Corp.— because  their  yields  have  bti 
higher  in  the  last  six  to  nine  mon 
than  yields  on  comparable  industi 
bonds.  And  of  the  bonds  they  do  bi 
they   watch    the    slope   of    the    yii 
curve,  which  shows  the  yields  at  < 
ferent    stages    of    maturity.     In    t 
buoyant   economy,    the    difference 
yields   between   long-term   and   inl 
mediate  bonds  is  too  small  to  ju.sf 
buying,    say,    a    25-ycar    governmd 
bond.  Says  Waite:  "We're  limiting  (I 
fixed-income   purchases    to   ten    > ' 
and    less.    After    ten    years    the '  y  ii 
curve  flattens  substantially." 

And  they  keep  an  eye  out  for  sp 
rated    bonds.    "An    A    with   prospe 
of  getting  upgraded  to  AA  is  a  gc 
investment,  because  it  will  be  sell 
on  the  lower  yield  basis,"  says  Mich 
Graf.  "And  the  reverse  is  Inie:  V^'^ 
someone  is  in  trouble  the  rating 
be  changed  eventually,  .so  it's  tim 
sell."  The  Bjuniian  firm  does  its  > 
credit  analysis,   giving  it  an  cdg< 
at    least   added    confidence,    in    di 
mining  who's  likely  to  be  getting 
trouble  or  out. 

In  the  Bjurman  caiion,  slock  jn 
are   determined    by    earnings,    ani 
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the  view  of  the  group,  the  cautious 
nature  of  the  current  economic  recov- 
ery bodes  well  for  both.  A  second- 
quarter  gross  national  product  in- 
crease of  only  4.5%  is  better  than  the 
"unsustainable"  first-quarter  rate  of 
9.2%  because  it  means  a  longer  pe- 
riod of  recovery  before  the  economy 
—and  the  stock  market— heats  up  to 
boom  levels. 

The  Bjurman  firm  sees  not  only  de- 
clining inflation  but  a  generally  pos- 
itive economic  picture:  stable  interest 
rates,  moderate  inventories,  sensible 
bank-loan  activity.  The  group  sees 
bright  prospects  for  autos,  banks,  ag- 
riculture and  office  equipment. 

As  we  said,  don't  look  for  any  sur- 
prises  in   Bjurman's   individual    stock 


selections;  they're  all  standard  blue 
chips.  The  point  about  the  firm's  80 
stocks  is:  They  like  them  all.  But  they 
don't  always  own  all  of  them.  Right 
now  the  company's  hot  on  Interna- 
tional Business  Machines.  Bjurman 
was  recently  buying  bank  stocks  in 
the  face  of  continued  weakness  in  that 
group— again,  standard  names,  Bank- 
America,  Citicorp  and  Morgan  Guar- 
anty. The  group  likes  timber  stocks, 
so  it  is  Weyerhaeuser  and  Georgia- 
Pacific. 

Nervous  Optimism 

By  and  large,  George  Bjurman  is 
optimistic— but  nervously  so.  A  Carter 
victory  will  make  him  even  more  ner- 
vous,   although   he    cautions    that   he 


The  Money  Men 


doesn't  think  either  Presidential  can- 
didate would  balance  the  federal 
budget  and  bring  inflation  under  com- 
plete control.  With  this  in  mind,  the 
group  is  concentrating  its  stock  se- 
lection on  companies  that  have  some 
reasonable  control  over  their  costs. 
Says  George  Bjurman:  "We  want 
companies  that  are  able  to  find  out 
how  to  do  what  they're  doing  on  a 
cheaper  basis  as  a  way  to  counteract 
the  increase  in  costs  that  will  afflict 
everybody. 

"This  is  a  frustrating,  confounding 
and  trying  market,"  Bjurman  says, 
shaking  his  head.  It  is  that  for  every- 
body. Bjurman  and  his  colleagues 
have  done  an  extraordinarily  good  job 
of  dealing  with  the  frustrations.   ■ 
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i\t  lubmitted  as  film  negative  or 
:amera-ready  mechanical  to  size, 
or  specific  requirements  send  for 
\ilirder  form. 
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requency  discounts  available.  Pay- 
;3i  nent  must  accompany  order  unless 
.  rem  accredited  agency. 
Contact:     Sarah  Madison 

FORBES  CLASSIFIED 
60  Fifth  Ave.,  NYC  10011 
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BUSINESS  SERVICES 

WE  ACT  AS  YOUR 
NEW  YORK  OFFICE 

Use  our  address  and  telephone 
numbers  as  your  own.  We  will  re- 
ceive and  forward  your  mail  and 
telephone  messages.  Serving  busi- 
nesses &  individuals  throughout 
the  world  since  1946. 

National  Business  Exchange 

150  Broadway 

New  York.  N.Y.  10038 

(212)  684-3556 


'    FINANCING    , 

',  •  We  will  factor  your  30-day  invoices  J 


IB 


\X 


ART 


;  (816)561-8900  J 


ART  P'^ICES 
INT'L  AUCTION  RECORDS  -  1976 

;'*Latest  world-wide  art  auction  prices. 

,(  Dil  paintings  •  Water  Colors  •  Draw- 

\  ngs  •  Engravings  •  Sculpture  1100 

rll  jages  -  7,000  artists  of  all  periods; 

i  >ver  30,000  prices;  $70.00  post  paid 

'    N.Y.  residents  add  applicable  tax). 

\l  Send    check    or    money    order    to: 

EDITIONS  PUBLISOL,  P.O.  Box  339, 

3ept.  F2;  Gracie  Sta.  N.Y.  10028. 


AUTOMOBILES 


SAVE  $$$  ON  NEW  1977  CARS 

jr  Detroit  Connection  offers  new 
ill  luxury  (and  other)  cars  at  De- 
.)it  prices  to  save  you  hundreds 
dollars.    Full    factory   warranty. 
ee    airport    pickup    at    delivery. 
jwcnd    model,   color,   trim   and    op- 
lions  desired  for  firm  quotation  to: 
londed    Brokers.    2547-S    Monroe, 
Dearborn,  Mich.  48124. 


INVESTORS  SERVICES 

We  help  you  keep  track  of  your  divi- 
dends, interests,  capital  gains  & 
portfolio  valuation.  Completely  pre- 
pared Schedule  B,  Schedule  D  & 
valuations  for  personal  property 
returns  ready  for  filing  by  you  or 
accountant. 

SEND  FOR  BROCHURE 
INVESTORS  SERVICES  DEPT.  RFE 

55  W.  Levering  Miil  Poad 
Ba'a-Cyr.vvyd,    Pennsylvania    19004 

FOR  INVENTORS 

FREE  DIRECTORY  OF  1001  CORPO- 
RATIONS SEEKING  NEW  PROD- 
UCTS. Professional,  fee-based  in- 
vention service  company.  For 
important  information  on  Protect- 
ing, Developing,  Marketing  your 
inventions  /  ideas  for  Cash/Royalty 
sales,  write  for  Free  Inventors  Kit 
No.  A-199.  Raymond  Lee  Organiza- 
tion, 230  Park  Avenue  North,  New 
York  City  10017. 


BUSINESS  OPPORTUNITIES 

ENJOY  THE  GOOD  LIFE 
IN  MAINE 

All  around  recreation  service;  busi- 
ness established,  profitable  and 
g.-owing.  Snowsleds,  motor  cycles, 
outboard  motors  and  boat  dealer- 
ship. Lawn  and  garden  equipment, 
ski  downhill  and  cross  country, 
hunting  and  sporting  accessories. 
Lease  on  modern  building  ideally 
located  on  Main  Street.  Price 
$35,000  plus  inventory.  Robert  G. 
Soucy,  15  Market  St.,  Fort  Kent, 
ME.  04743. 

IMMEDIATE  CASH 

Florida's  leading  jeweler  pays  high- 
est prices  ever  for  diamonds,  pre- 
cious jewels,  antiques.  Bank  refer- 
ences available.  Write  or  telephone, 
Mr.  Jordan,  Balogh  Jewelers.  447 
Arthur  Godfrey  Road,  Miami  Beach, 
Florida  33140  -  305-531-0087. 


"FAST  FOOT"  FRANCHISE 
MAKE  IT  YOUR  BUSINESS 

Own  THE  ATHLETE'S  FOOT  store, 
unique  new  concept  specializing  in 
athletic  shoes,  America's  hottest 
footwear  sellers.  Modest  cost  to 
join  92-store  franchise  group.  (412) 
263-2077.  Athlete's  Foot  Marketing, 
725  Liberty  Ave.,  Pittsburgh,  PA. 
15222. 

START  YOUR  OWN 
MAIL  ORDER  BUSINESS 

It's  still  not  too  late  to  start  over- 
night and  be  in  the  profitable  mail 
order  business  year-round  with 
GIFTIME'S  fabulous  dropship  color 
catalog.  Free  details  write  or  phone 
GIFTIME  4700  Wissahickon  Ave., 
Dept.  F-11,  Philadelphia,  Pa.  19144, 
Tel.:  (215)  842-1400. 


REACH  THE  AFFLUENT  IN 
FORBES  CLASSIFIED 

One  out  of  every  13 

FORBES  subscribers 

is  a  millionaire 


CONSULTING  &  MARKETING 
SERVICES 


MORTON  MARKETING  REPORTS 

Reports  now  available  on  all  Amer- 
ican Industries.  We  now  have  In 
stock  150  different  studies  on  var- 
ious markets.  Please  send  for  com- 
plete list.  Morton  Research  Corpo- 
ration, 1745  Merrick  Ave.,  Merrick, 
NY  11566. 


AVIATION 


BUSINESS  AND  COMMERCIAL 

JET  AIRCRAFT  OF  ALL  TYPES 

AVAILABLE  FOR  BIDS 


mtnmKJumKu.  mr mmumvc  nam 

(202)331-8000  p        TLX  m-2S87 


MONEY  TO  LOAN 


CAPITAL  AVAILABLE 

Long  term  loans  from  $300,000 
to  $10  million.  We  tailor  your  Cor- 
porate Financing  needs  to  obtain 
the  best  possible  terms  for:  Work- 
ing Capital,  Machinery  and  Equip- 
ment, Mergers  and  Acnuisitions, 
Buyouts,  Refinancing  Present  Debt, 
Venture  Capital.  Corpora**  Fina-.- 
cial  Consuitarils.  Call  (^'Oi;  L75-0913. 


GAMING 


■  llhta-PRO"  ^ 

S  in  all  Legatiztd  _,  ,    ,  ..  . 

S  Catinos  . . .        Place  only  5  belt. 

■  All  numbers  are  in  your  favor   § 

■  Including  7.  • 

■  2.3,4,5,6,7,8,9,10.11,12  ! 
f^r\  Tou  win  ivtry  roll!— Frte  detalFt  S 
KTM        M.  C.  CORBIN   Oepi  f-n  ^9 

^l^^'eoM    869.  R3<i,o  C  IV  Sla..N.  .10019" 
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CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


REAL  ESTATE 


LARGE 
CASH  RETURN 

from 

OIL  and  GAS 

LEASES  ON 

PUBLIC  LANDS 

•   •  • 

The  United  States  Depart- 
ment of  the  Interior  (Bureau 
of  Land  Management)  holds 
non-competitive  public  draw- 
ings each  month  to  afford  all 
citizens  over  the  age  of  21 
years  an  equal  opportunity 
to  own  oil  and  gas  lease 
rights  on  lands  owned  by  the 
Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  ex- 
ceeding! $75,000.00  immedi- 
ately, plus  an  overriding  roy- 
alty for  possible  future  in- 
come. 

•     •     • 

For  further  information  on 
how  you  can  intelligently  par- 
ticipate in  the  government 
sponsored  program,  contact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978-FO 

Roswell,  New  Mexico  88201 

Toil  Free  Number 

800  545-7955 


INVESTMENT  SURVIVAL 

Accept  inflation  as  fact  instead  of 
a  threat.  $3.00  gets  complete  de- 
tails on  life  Income  or  interim  fund 
placement  payable  in  Swiss  Francs 
-  World's  strongest  currency  -  in- 
creasing over  12%  in  real  value 
each  year  since  1971  as  the  dollar's 
purchasing  power  shrinks  7V2%  an- 
nually. Northstar,  524  Charles  St., 
E.  Lansing,  Ml.  48823. 

LEVERAGED  TAX  SHELTER 

Investing  in  proven  coal  reserves. 
Attractive  for  Fiscal  &  Calendar 
years.  High  write-cff:  Good  ROh 
Ideal  for  Year-End  tax  strategy.  Not 
affected  by  Tax  Reform  Act.  Prin- 
cipals and  tax  advisors  invited. 
MR.  GALLIVAN,  V.P.,  1448  Third 
National  BIdg.,  Dayton,  Ohio  45402, 
(513)   223-5196. 

NEW  PRODUCTS  WANTED 

WE  SELL  YOUR  TECHNICAL/ 
SCIENTIFIC  PRODUCTS  .  .  . 

To  labs,  factories,  hospitals,  govt, 
inst.,  etc.  Now  sending  more  than 
two  million  direct  mail  pieces  an- 
nually. Prefer  products  that  are 
technical,  expensive,  consumable, 
the  best  In  their  class  and  profit- 
able. Your  label  or  ours.  What  do 
you  have?  Abbeon  Cal  Inc.,  123 
Gray,  Santa  Barbara,  CA.  93101. 


TEXAS 
CATTLE  EMPIRE 

One  of  the  last  great  ranches  west 
of  the  Pecos  River  .  .  .  nearly 
300,000  acres  in  the  scenic  heart  of 
the  Big  Bend  country,  with  miles 
of  frontage  on  the  Rio  Grande,  lying 
just  west  of  the  Big  Bend  National 
Park.  This  magnificent  ranch  com- 
prises 213,000  fee  simple  acres, 
the  balance  leasehold. 

An  exceptional  opportunity  for 
long-range  appreciation,  the  ranch 
is  endowed  with  a  year-round  sunny 
climate  comparable  to  that  of  Ari- 
zona or  southern  California.  Spec- 
tacular mountains  and  canyonlands 
with  many  natural  springs  and 
waterings  provide  habitat  for  sev- 
eral big  game  and  game  bird  spe- 
cies on  this  unspoiled,  historic 
property,  a  working  cattle  and 
sheep  ranch  for  nearly  a  century. 

Improvements  include  several 
permanent  camps,  a  comfortable 
adobe  house  at  the  Headquarters, 
airstrip,  wells,  reservoirs,  an  exten- 
sive pipeline  system  and  hundreds 
of  miles  of  fences  and  roads. 

Offered  at  a  modest  $67.50  per 
acre  for  the  fee  land  ($167.00  per 
hectare).  The  seller  reserves  one- 
half  of  all  minerals. 

Please  expedite  your  inquiry  to: 
Ronald  H.  Mayer  Real  Estate,  Inc., 
Box  449,  Roswell,  New  Mexico 
88201.  (505)  623-5658. 


Looking  for  dramatic  capital  appreciation' 

INVEST  IN  CANADIAN 
ACREAGE  from  >47  AN  ACRE 

A  12-year  record  of  excellent  per- 
formance to  Investors;  Participate 
for  potential  profits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  wrile: 

CANADIAN  ESTATE  Oept  fob 
286LawrenceAve.W,Toronto.0nt.Cana()aM5M3A8 


FREE  CATALOG 

Big,  Free  Fall  1976  Catalog  de- 
scribes and  pictures  more  than 
2,500  farms,  ranches,  acreages,  rec- 
reational properties,  businesses, 
town  and  country  homes  in  39 
states  coast  to  coast!  Please  spec- 
ify type  and  location  preferred 
UNITED  FARM  AGENCY,  612-Y  W. 
47th,  Kansas  City.  MO.  64112. 

CONVENTION  PRODUCTIONS 


Experienced 
"Meetings  People" 

Producers  of  Successful  Meetings 
and  Conventions  •  Audio  Visuals  • 
Multi  Media  •  Films  •  Dramatizations 
•  Entertainment 


Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washmglon  • 
Atlanta  •  Houston  •  San  Francisco 
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REAL  ESTATE  CATALOG 
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STROUT  RbAI  TV 

60E  42naST  (17) 
NEW  YORK 
NY  10017 


IDAHO  PATATOES 

One  of  the  largest  patatoe  opera- 
tions in  Western  United  States,  over 
100,000  acres.  Production,  storage, 
packing,  manufacturing,  process- 
ing, hauling  and  sales.  This  one 
operation  could  control  the  patatoe 
market  and  the  futures  market  with 
the  right  financing  and  manage- 
ment. This  operation  is  better  than 
a  diamond  mine;  present  manage- 
ment will  stay.  Large  Corporations 
and  Conglomerates  should  investi- 
gate, this  is  really  worth  while; 
send  for  a  brochure.  General  Live- 
stock Holding  Corporation,  1361 
Park  Street,  Alameda,  California 
94501,  (415)  521-0546. 


280  ACRES  FOR  $4,950.00 

Large  property  ideal  for  catt'e 
ranching  and  investment.  Located 
in  Paraguay,  the  "Switzerland  of 
South  America".  Tax  benefits  avail- 
able for  cattle  ranching.  For  details 
and  terms,  write  M.  Lee,  286 
Lawrence  Avenue  West.  Apt  FBP, 
Toronto,  Canada  M5M  3A8. 

OWN  YOUR  OWN  LAKE! 

Completely  secluded  and  sur- 
rounded by  over  100  wooded  acres. 
Large  family  estate,  boathouse- 
lodge.  Perfect  for  corporate  retreat, 
hunting  and  fishing  lodge  or  resort. 
Nineveh,  N.Y. 

GERALD  R.  TALANDIS, 

BROKER 

(607)  257-4038 

REAL  ESTATE  EXCHANGE 

BARRE.  VT.  WILL  TRADE 

Architectural  perfection  for  smaller 
home.  Built  in  1923  for  $150,000 
by  architect  J.  E.  Chandler.  His 
works  include  restoration  of  Paul 
Revere  House,  House  of  Seven  Ga- 
bles, Old  Corner  Book  Store,  etc. 
Unique,  different  &  one  of  a  kind. 
Excellent  shape  today  and  only 
Chandler  work  in  state.  Can  not  du 
plicate  for  $250,000.  7  Brms,  5 
Baths,  Gymnasium.  Write  J.  An- 
drews, Box  337,  Barre,  Vt.  05641 
for  photos.  Will  Sacrifice. 

PROFESSIONAL  SERVICES 

SERVE  AGRI-BUSINESS? 
INVESTMENTS  IN  AG.?  AG.  EQ.? 

I'll  serve  your  board  of  directors, 
providing  "outside"  mgt.  asst.  to: 
stimulate  imagination;  est.  long 
range  plans;  eval.  new  bus.  oppty.: 
est.  design  specs,  for  new  ag.  eq.; 
ident.  &  solve  $  wasting  problems. 
(319)  277-1355.  Alton  O.  Leedahl, 
Box  395,  Cedar  Falls,   Iowa  50613 

EXECUTIVE  EDUCATION 

COLLEGE  DEGREES  BY  MAIL 

It  is  honestly  possible  to  earn  a 
legitimate,  accredited  bachelors, 
masters,  or  doctorate  from  well- 
known  universities  without  taking 
any  traditional  courses  whatsoever, 
often  at  surprisingly  low  cost.  Free 
details  from 

Dr.  John  Bear,  P.O.  Box  CL646, 
45080  Little  Lake  Street, 
Mendocino,  California  95460 


POSITIONS  AVAILABLE 

SECURITY  ANALYST 

Investment  advisory  publ'cat'on 
(New  York  City)  seeks  junior  an- 
alyst to  cover  listed  equities.  (Un- 
usual long-term  ideas;  no  trading.) 
Self-starting,  able  to  dig.  Special- 
ization not  necessary.  Writing  skills 
essential.  No  selling.  Can  be  great 
growth  opportunity.  Please  write, 
stating  experience  and  salary  re- 
quirements. Box  A-107,  Forbes,  60 
Fifth  Ave.,  N.Y.,  N.Y.  10011. 

MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter.  Deot.  178A 
23573  Prospect  Avenue,  Farming- 
ton.  Michigan  48024. 

MARINE  AND  MILITARY  SALES 

BRA  is  a  technically  oriented  mktg. 
group,  with  solid  experience  in  De- 
fense Sales.  We  speak  the  lan- 
guage. Perhaps  you  can  use  our 
skills. 

Barrett-Randall  Assoc, 
220  Prince  George  St., 
Annapolis,  Md.  21401. 
(301)  268-7826 

BOOKS  &  PERIODICALS 


■  Pcopi*  m«hinf  BIG 
MONEV  <r*n't  Itlling 
no*,'  Que  So*<iai  Rt 
porn  ()  B19  VolumctI 
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Oooll-     arid  it'l  FREE'    S«nO  your   nama  to 


SUCCESS  INTEHNATIONAL 
I^^B  Bo«  tot  l< 
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INSTANT  POSTAL  SAVINGS! 

Every  business  department  needs 
the  36-page  book  "Penny-Pinching 
Postal  Pointers"  with  its  50  tips 
and  ideas  for  saving  postal  and 
shipping  dollars.  Send  $1  for  1  copv 
or  $5  for  6  to  Dept.  F2.  HALLS  OF 
IVY  PRESS,  13050  Raymer  St., 
North  Hollywood,  CA  91605. 


SHARING 


IS  CARING 


IS  QUALITY  A  PROBLEM 
IN  YOUR  OPERATION? 

The  clear  and  practical  road  to 
Zero  Defects  in  any  product  or  seVv- 
ice  company  is  spelled  out,  non- 
technically,  in  the  classic  workbook 
by  Phil  Crosby:  "Cutting  the  Cost 
of  Quality."  $18.75,  postpaid  from 
Woodsdafe,  Inc.,  67  Bowman  Dr. 
Greenwich,  Conn.  06830 

A   NEW   DICTIONARY 

For  your  secretaries  -  lists  35,000 
words  spelled  phonetically,  fol 
luwed  by  correct  spelling  and  a 
short  definition.  Used  by  ACF 
Household  F..  Hewlett  Packard,  etc 
Send  $5.47  ($4.95  \-  52<  postage; 
CA  I  30r)  to  Wm.  Thatcher  Elliott, 
publ.  2222  N.  Ross  St.,  Santa  Ana, 
CA  92706 
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I  noughts  . . .  Business  of  Life 


It  is  a  socialist  idea  that 
making  profits  is  a  vice.  I 
consider  that  the  real  vice 
is  making  losses. 
Winston  Churchill 


Every  man  is  born  with 

the  faculty  of  reason 

and  the  faculty  of  speech, 

but  why  should  he  be  able  to 

before  he  has  anything  to  say? 

Benjamin  Whichcote 


speak 


A  man  who  lives  right, 
and  is  right,  has  more  power 
in  his  silence  than  another  has 
by  his  words. 
Phillips  Brooks 


Yesterday's  formula  for  success 
is  tomorrow's  recipe  for  failure. 
Arnold  Glasow 


The  more  people  who  believe 
something,  the  more  apt  it  is 
to  be  wrong.  The  person  who's 
right  often  has  to  stand  alone. 
SoREN  Kierkegaard 


Charisma  means  looking 
like  everyone  else. 
Marshall  McLuhan 


He  who  denies  his  own  vanity 
usually   has    it   in    so   brutal    a    form 
that  he  must  shut  his  eyes 
in  order  to   avoid   despising  himself. 
Friedrich  W.  Nietzsche 


Sincerity  in  society  is  like 

an   iion   girder  in   a   house   of   cards. 

Somerset  Maugham 


If  you  want  to  discover  your  true 
opinion  of  anybody,  observe  the 
impression  made  on  you  by  the 
first  sight  of  a  letter  from  him. 
Arthur  Schopenhauer 


It  is  not  the  oath  that 
makes  us  believe  the  man, 
but  the  man  the  oath. 
Aeschylus 


From  men,  man  learns  to  speak, 
from  the  gods  to  keep  silent. 
Plutarch 


Popularity  means  profits. 
To  have  a  popular  president 
at  the  head  of  an  organization 
means  a  loyal  organization.  To  have 
a  popular  product  invariably 
means  profits.  An  enterprise 
headed  by  a  well-liked  executive 
has  far  greater  chances  to  succeed 
in  winning  public  good  will 
than  a  discontented  organization. 
B.C.  Forbes 


I'm  a  self-made  man,  but  I  think 
if  I  had  it  to  do  over  again, 
I'd  call  in  someone  else. 
Roland  Young 


Although  I  love  my  friend 
because  he  is  worthy, 
yet  he  is  not  worthy  if 
he  can  do  me  no  good. 
Jeremy  Taylor 


A  man  is  judged  by  his  friends, 
for  the  wise  and  the  foolish 
have  never  agreed. 
Baltasar  Gracian 


It  is  impossible  for  good  or  evil 

to  last  forever;  and  hence  it 

follows    that    the    evil    having    lasted 

so  long,  the  good  must  be 

now  nigh  at  hand. 

Miguel  de  Cervantes 


Dignity    is    often   a    \eil    between    us 
and  the  real  truth  of  things. 
Edwin  Whipple 


I  do  not  like  heroes;  they  make 
too  much  noise  in  the  world. 
The  more  radiant  their  glory, 
the  more  odious  they  are. 
Voltaire 


Keep  me  away  from  the  wisdom 
which   does   not   cry,   the   philosoplu' 
which  does  not  laugh  and 
the  greatness  which  does  not 
bow  before  children. 
Kahlil  Gibran 


More  than  3,000  "Thoughta,"  in- 
dexed by  author  and  .mbject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


I   once  knew  a   member  of  Congress 

who  said  he  faced  every 

question  with  an  open  mind. 

Later,  I  found  he  faced 

them  with  an  open  mouth. 

Will  Rogers 


A  Text  .  . 


Sent  in  by  Felix  Ferraris.  Palm  Beach, 
Fla.  What's  your  favorite  text?  The 
Forbe.s  Scrapbook  of  ThouKhts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


Woe    unto   you,    when 
speak  well  of  you! 
Luke  6:26 


alt 


men    v 


halt 
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moves. 

Unequalled  speed  in  reporting  cash  balances  and  transferring  funds. 


Touch  a  few  keys  on  a  computer  terminal  and  read 
your  bank  statement  every  morning.  Complete  de- 
tails too.  Where  funds  came  from,  how  much,  and 
when  available.  And  where  they  went.  All  identified 
by  name  and  control  number 

That's  just  part  of  a  new  Chase  breakthrough: 
InfoCash.  This  service  reports  where  you  stand  each 
morning.  And  not  just  with  your  Chase  account.  All 
balances  at  all  your  banks.  Completely  confidential. 

InfoCash  enables  you  to  act  quickly.  To  make 


transfers  on  a  regular  basis  to  and  from  other  banks 
Take  advantage  of  InfoCash.  Chase's  great  nev» 
cash  management  system  that  lets  you  check  you' 
balances,  make  your  transfers,  and  monitor  all  your 
account  activities.  It  complements  your  current 
money  management  procedures  and  enables  you  tc 
keep  fully  invested  every  day. 

To  get  InfoCash,  call  C212)  552-  5016.  Or 
contact  your  Chase  relationship  manager. 
Give  your  company  The  Chase  Advantage.    I 


k 


MEMBER   FDIC 


CHASE    MANHATTAN    BANK,    N.A.    1975 


M  the  1975  profits 

of  all  corporations 

wouldn't  pay  last  year's 

Federal  deficit. 


And,  we  then  wouldn't  have  any  new 
jobs  (it  takes  $40,000  of  savings  to 
provide  one  job). 

You'd  soon  have  no  jobs  because 
our  workmen  would  be  competing 
with  new,  productive  machines  in 
competitive  countries,  turning  out 
lower  cost  goods  which  would 
capture  our  markets. 

So  don't  be  too  sure  business 
profits  aren't  your  problem  (actually, 
they're  your  job)  and  don't  think 
Federal  debt  and  deficit  are  just  a  lot 
of  figures  (unchecked,  the  run-away 
inflation  they  bring  will  wipe  out  your 
savings,  your  life  insurance,  your 
pension,  your  family's  future). 

And  another  thing  — remember 
.that  it  now  takes  all  the  income  taxes 
^paid  by  %  of  all  Americans  just  to 
pay  the  interest  on  the  Federal  debt. 

Yes,  business  profits  and  govern- 
ment deficits  are  very  much  your 
worry.  That's  what  your  vote  is  for. 


^A    WARNER  &SWASEY 


NOV  11  1976 
UBRARY 


The  all  new  MACH  II  CNC  Wiedematic  turret 
punch  presses  increase  productivity  and 
profits  by  their  higher  operating  speed  and 
wide  flexibility.  The  MACH  II  is  a  product  of 
Warner  &  Swasey's  Wiedemann  Division, 
King  of  Prussia,  Pennsylvania. 


Productivity  equipment  and  systems  in  machine  tools,  textile  and  construction  machinery 

f  1976  THE  WARNER  &  SWASEY  COMPANY         Executive  Offices:  1 1000  Cedar  Avenue,  Cleveland,  Ohio  44106 
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fers from  all  other  inflationary  pe- 
riods in  the  past.  The  language  so 
direct  even  economists  can  under- 
stand it. 
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The^Preyfiis 

Tax  Exempt 

Bond  Fundable 

The  first  continuously  managed,  totally  liquid  open-end  municipal  bond  fund 
organized  as  a  corporation  under  the  new  Tax  Reform  Act.  The  yield  on  your 
investment  will  be  exempt  from  Federal  Income  Tax.  See  what  tax-exempt 
income  means  to  you  in  comparison  with  taxable  income.  For  example: 


Taxable 
Joint  return 

:  income* 
Single  return 

Tax 

Bracket 

A 

5% 

is  equival 

tax-free  yield  of: 

6%           7% 

ent  to  a  taxable  yield  of: 

$  16-20,000 

28% 

6.94% 

8.33%            9.72% 

$  14-16,000 

31% 

7.25 

8.70             10.14 

$  24-28,000 

$  18-20,000 

36% 

7.81 

9.38             10.94 

$  36-40,000 

$  26-32,000 

45% 

9.09 

10.91             12.73 

$  64-76,000 

$  38-44,000 

55% 

11.11 

13.33             15.56 

$100-120,000 

$  50-60,000 

62% 

13.16 

15.79             18.42 

•Net  amount  subject  to  Federal  Income  tax  after  deductions  and  exemptions. 
There  can,  of  course,  be  no  guarantee  thai  the  Fund  will  achieve  any  particular  tax-exempt  yield. 


Liquidity.  The  Fund  stands  ready  daily  to  re- 
deem your  shares  at  net  asset  value. 

No  Sales  Charge.  You  benefit  Trom  full  in- 
vestment of  all  your  money.  No  charge  for  reinvest- 
ment of  dividends —no  charge  for  redemption. 

Continuous  Management.  The  Fund 

managers  work  full  time  to  improve  portfolio  values 
by  searching  out  promising  new  bond  opportunities. 

Daily  Dividends.  Your  dividends  are  de- 
clared daily  and  compounded  monthly  to  provide 
more  tax-exempt  income.  Or  if  you  prefer,  you  may 
receive  them  in  a  monthly  check. 

Diversification.  Through  a  broadly  diver- 
sified portfolio,  the  Fund  reduces  the  risk  which 
comes  from  investing  in  just  one  or  two  bonds. 

Simplicity.  No  coupons  to  cUp,  certificates  to 
safeguard,  or  records  to  keep.  Quarterly  and  aimual 
statements  provided  for  your  files. 

Low  Initial  Investment.  You  may  start 

with  $2,500,  make  additional  investments  as  little 
as  $100  at  a  time. 

Visibility.  The  net  asset  value  of  your  shares 
will  be  published  in  the  Wall  Street  Journal  and  the 
New  York  Times. 


How  to  telephone  for  more  information. 

If  you  would  like  a  prospectus  and  explanatory 
folder,  call  toll  free  (any  hour  of  the  day  or  night): 
800-325-6400 

Individuals  with  specific  questions  call  toll  free 
(during  business  hours): 

800-223-5525 

(In  New  York  State  call  collect): 
212-935-5700 

Investment  advisors  or  other  professional  investors 
call  collect  (during  business  hours): 
212-935-6621 


m 


Dreyfus  Tax  Exempt 
Bond  Fund,  Inc. 

600  Madison  Ave.,  N.Y.,  N.Y.  10022 


Name. 


Address. 
City 


State. 


_Zip. 


For  more  complete  information  including 
charges  and  expenses,  obtain  a  prospectus 
by  sending  this  coupon.  Read  it  carefully 
before  you  invest  or  send  money. 
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How  Sheraton  found  the  key  to  a  more 
efficient  expense-account  system: 


Bancardcheks! 


Not  only  Sheraton  Corporation  is  sold 
on  this  cost-cutting  way  of  handling  the  travel 
expenses  of  their  employees.  Other  users  of  our 
Bancardcheks  system  now  include  such  cor- 
porate leaders  as  Raytheon,  Anaconda, 
Bell  &  Howell,  J.  C.  Penney  and  the  Foxboro 
Company 

Why  this  ever-growing  popularity? 
Because  Bancardcheks  can  save  a  company - 
including  yours  -  up  to  30%  a  year  over  any 
other  expense-account  system. 

The  main  reason  for  this  cost-cutting 
is  that  your  account  is  charged  only  after 
Bancardcheks  are  actually  cashed.  This  is  what 
makes  our  system  so  different  from  others. 
Obviously,  the  amount  of  funds  you  need  to 
have  tied  up  in  travel  expenses  will  be  greatly 
reduced. 


Another  advantage:  your  company's 
travelers  don't  have  to  cope  with  getting  a  cash 
advance  at  the  last  minute ...  or  carrying  more 
cash  than  they  feel  comfortable  with.  They 
simply  write  out  a  Bancardchek  when  ever 
needed ...  for  the  specific  amount  needed. 

Your  company  gets  a  duplicate  record 
of  each  transaction.  And  each  month  we  can 
send  you  a  detailed  report  showing  the  expendi- 
tures for  each  of  your  participating  employees. 

With  all  these  advantages,  you  can  see 
why  Bancardcheks  are  making  other  travel- 
expense  systems  obsolete.  Like  to  know  more? 
Give  Phil  Manning  a  call.  You  can  reach  him  in 
Boston  at  (617)  434-6463  or  in  New  York  City 
at  0X5-2370,  ext.  6463.  Or  write  him  at 
Box  1974,  Boston,  MA  02110. 


For  dollar -stretching  ideas...were  the 
first  people  to  talk  to  (^^^The  First 
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White  offieR  were  helping  the  f  eW  in  space 
we  were  helping  the  many  on  earth. 


Not  too  long  ago,  computer  systems 
were  designed  mostly  for  giant 
corporations. 

And  giant  projects. 

Neglected  were  the  thousands  and 
thousands  of  smaller  businesses 
whose  needs  for  computerized  infor- 
mation were  just  as  crucial  as  the 
larger  companies'. 

To  fulfill  those  needs  Basic/Four 
Corporation,  an  MAI  company,  devel- 
oped and  built  the  now-famous 
BASIC/ FOUR®  computer  system.  And 
thrust  us  into  the  forefront  of  the  small- 
business  computer  market.  Which 

day  has  become  a  major  market. 


Fulfilling  needs  is  the  force  that 
motivates  all  the  MAI  companies. 

Our  Genesis  One  Computer  Corpora- 
tion fulfilled  the  need  for  high-per- 
formance low-cost  display  terminals 
and  printers.  And  made  us  a  reader 
in  another  huge  market. 

Our  Sorbus  Inc.  fulfilled  the  data- 
processing  industry's  need  for  reliable 
repair  and  maintenance,  and  is  now 
the  largest  independent  service  organ- 
ization in  the  computer  field. 

Our  MAI  International  Corporation 

foresaw  the  need  for  our  products 
overseas,  and  early-on  established 
subsidiaries  or  distributors  in  over  50 


cities  located  in  29  countries  abroad. 
Today,  MAI  products  are  marketed 
and  respected  throughout  the  world. 

All  the  above,  plus  new  needs  we're 
fulfilling  and  new  areas  we're 
developing  make  MAI  the  kind  of 
dynamic  growth-company  we  think 
you'll  want  to  learn  more  about.  We 
invite  you  to  send  for  our  literature. 


MAI 


Management  Assistance  Inc. 

300  East  44th  Street 
New  York,  N.Y.  10017 
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Side  Lines 


Welcome  To  Our  Club 


i 

It" 


A  MAGAZINE,  at  least  a  successful  one,  is  a  little  like  one  of  those  fane; 
private  clubs  that  flourished  in  Edwardian  England.  Proper  gentlemen  wen 
there  because  the  club  was  elegantly  furnished  with,  among  other  things, 
congenial  company.  A  magazine  is  a  little  like  that:  Readers  are  attracted 
because  they  feel  at  home  with  the  editorial  material,  it  answers  their 
needs;  advertisers  are  attracted  because  they  want  and  need  the  regard  of 
the  audience  the  magazine  has  attracted. 

Over  the  years  Forbes  has  proved  to  be  congenial  (if  not  always  genial) 
reading  for  an  affluent  audience,  individuals  who  have  in  common  an  in- 
terest in  how  business  is  run  and  in  the  people  who  nm  it. 

Did  you  know,  for  example,  that  more  corporate  officers  in  the  U.S.' 
largest  companies  read  Forbes  regularly  than  any  other  major  business  or 
newsmagazine?  The  latest  confirmation  comes  from  a  poll  commissioned 
by  Fortune  magazine. 

Our  club  seems  to  be  attracting  new  members  at  a  furious  pace.  In  1965 
Forbes  ranked  41st  among  all  magazines  in  total  advertising  pages.  To- 
day Forbes  ranks  No.  Ten  among  all  magazines.  That's  quite  a  jump.  It 
has  taken  us  over  the  heads  of  such  successful  magazines  as  U.S.  News 
<b-  World  Report,  Cosmopolitan,  Good  Housekeeping,  Reader's  Digest,  as 
well  as,  of  course,  Fortune,  which  a  mere  ten  years  ago  outsold  us  two 
for  one  in  pages.  Last  year  was  a  difficult  one  in  advertising;  only  two 
magazines  among  the  top  15  showed  gains  in  advertising  pages:  Forbes 
and  TV  guide.  This  year,  a  good  one  for  magazines  in  general,  is  proving 
to  be  a  banner  year  for  Forbes.  With  this  issue,  we're  30%  ahead  in 
advertising  revenues  and  20%  in  advertising  pages. 


Why?  Two  reasons.  One  is  that  our  editorial  vitality  has  attracted  an 
audience  (a  membership,  if  you  will)  that  is  receptive  to  and  interested  in 
the  messages  bur  advertisers  seek  to  deliver— a  classy  audience  for  the 
corporate  message  and  for  the  quality  consumer-goods  message.  Equally 
important.  Publisher  James  J.  Dunn  and  Advertising  Director  Stephen  G. 
Nicoll  have  done  a  splendid  job  of  marshaling  the  facts  and  figures  about 
our  readership.  Jim  Dunn,  not  at  all  coincidentally,  is  celebrating  his  tenth 
anniversary  at  Forbes  with  this  issue;  Steve  Nicoll  has  been  with  us  for 
a  dozen  years.  ■ 
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SX70  Alphul 


Take  the  finest  camera 
Polaroid  has  ever  made, 
the  SX-70  Land  camera: 

You  can  focus  from 
infinity  to  10.4  inches 
(closer  than  you  can  get 
with  almost  any  other 
camera  in  the  world  with- 
out a  special  lens). 


You  view  through  the  lens, 
so  you  can  focus  and  frame 
your  picture  precisely. 

A  12,000  rpm  motor 
propels  the  already  devel- 
oping picture  into  your 
hand,  hard,  flat  and  dry.  In 
minutes,  you  have  a  big, 
beautiful  finished  3V8''x 
3^8"  color  print. 

In  daylight,  exposure  is 
controlled  automatically 
by  an  electric  eye  which 
reads  the  light  and  sets 
both  the  aperture  and 
shutter  speed  for  you. 

A  velvety  chrome  finish. 
A  genuine  leather  wrap. 


A  slim  elegant  shape  that 
folds  flat  to  slip  into  your 
pocket  or  purse. 

Add  features  like  these: 

An  adjustable  leather^^ 
neck  strap,  to  make  it  1 
even  more  portable.  ^^ 

A  monitored  flash  that 
makes  final  split-second 
corrections  in  exposure. 

A  built-in  tripod  mount. 

Our  new  Superclear 
SX-70  film  for  brighter, 
sharper  colors  in  minutes. 

And  you  have  the  new 
SX-70  Alpha  L  Polaroid's 
finest  camera,  made 
even  better.  _^ 


©  1976  Polaroid  Corporation, "Polaroid"  and  "SX-70"® 
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UNCERTAINTY  IN  EUROPEAN 
CURRENCY  MARKETS 


'i'ht'  Financial  Times 
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The  great  world  boom  is  coming;  that  much  seerns 
certaiaWhen?  Where?  And  how  do  we  meet  it? 


The  Economist 


GROWTH  Sins 
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Growth  in  the  nations  mor»ey  suj^y 

*-  in  i1iiiiintiJi.r||fiyj||pwi4n  T^f^tlt^ 
The  New  York  Times 
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K  your  bank  gels  negative 
when  the  money  market  gets  negative, 

mi  ITTOTHE  MARINE 


Money  is  easy  now.  But  some  banks  will  just  stick  around 
for  the  good  times.  When  the  money  dries  up.youll  wind 
up  with  an  apology  instead  of  a  loan. 

At  Marine  Midland,  we  don't  want  anything  to  come 
between  you  and  the  money  you  need.  So  weVe  made  a 
commitment  to  handle  the  necessary  credit  needs  of  every 
one  of  our  qualified  customers.  No  matter  what  shape 
the  money  market  is  in. 

In  fact,  we  can  point  to  many  times  when  weVe  continued 
taking  care  of  our  customers'  needs  when  other  banks 
have  stopped. 


There's  a  reason  why  we  can  back  up  this  commitment 
Marine  Midland  is  a  major  international  bank  with 
$9  billion  in  deposits.  Over  $541  million  in  capital  and  $8() 
million  in  reserves.  More  than  300  branches  all  over  Nov 
York  State.  And  offices  in  22  countries  all  over  the  world. 

We  want  to  free  you  from  the  inconsistencies  of  the 
money  market,  but  don't  wait  for  things  to  dry  up  before 
calling  us.The  right  time  to  establish  a  relationship  with 
Marine  Midland  is  right  now. 

So  if  your  bank  ever  uses  tight  money  as  an  excuse  for 
turning  you  down,  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK@ 


Buffalo,  New  York  City,  Beirut,  Bogota,  Buenos  Aires,  Caracas,  FVankfurt,  HoriK  Konj?,  Jakarta,  London.  Madrid,  Manila,  Mi'xico  City.  Niiss;»i.  I'sinnmn.  I  '.< 

Rio  de  Janeiro,  Rome,  Sao  Fauk),  S<'oul,  Singapore,  Sydney,  Tehran,  Tokyo.  Ti)n)nto. 
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Camels  To  Basketballs 

Saudi  Arabia  has  found  a  new  way 
to  spend  its  oil  money— on  sports.  It 
has  signed  a  three-year,  $19.2-million 
contract  with  a  Los  Angeles-based 
corporation  to  establish  a  national 
sports  education  program  with  an  em- 
phasis on  basketball,  track,  field  and 
swimming.  The  government's  first  pri- 
ority is  to  send  a  winning  team  to  the 
1980  Olympics,  but  the  contract  in- 
cludes developing  a  physical  educa- 
tion program  for  primary  and  second- 
ary schools  and  building  a  sports  col- 
lege. Twenty-four  American  coaches 
and  trainers  have  been  sent  to  Saudi 
Arabia  to  train  aspiring  athletes,  and 
some  Saudis  have  been  sent  to  an 
American  college  for  training  as 
coaches.  The  only  major  problem  en- 
countered so  far  has  been  extreme 
heat,  which  forces  athletes  to  work 
out  at  night  in  some  areas. 

Boob  Tube  Gets  Smart 

Businessmen  and  futurists  will  be 
carefully  evaluating  300  residents  of 
Higashi  Ikoma,  a  model  city  near 
Osaka,  Japan,  between  now  and  the 
end  of  1978.  The  residents  are  part 
of  a  test  group  that  wUl  share  their 
homes  with  a  new  guest:  a  two-way 
video  computer  terminal  that  receives 
its  impulses  by  hght.  The  screen-key- 
board system  could  in  the  future  be 
used  by  a  resident  to  shop  for  an 
item  on  TV,  paid  for  simply  by  pvmch- 
ing  his  keyboard.  The  expense  would 
be  automatically  deducted  from  his 
bank  account.  The  test  group  resi- 
dents may  go  to  school  in  their  homes 
and  receive  the  latest  stock  market 
and  news  reports  upon  request.  The 
system  will  also  relay  burglar  and  fire 
alarms  to  local  police  stations  and 
fire  departments. 

Offshore  Housing 

Aramco  "has  solved  the  problem  of 
housing  crew  members  and  workers 
for  one  of  its  projects  on  the  remote 
eastern  sea  coast  of  Saudi  Arabia  by 
converting  two  2,500-ton  barges  into 
floating  dormitories.  The  barges  are 
assembled  in  Singapore  by  a  marine 
services  company  using  aluminum  and 
wood  living  modules  and  then  towed 
to  the  site.  Each  barge  is  outfitted 
with  three  dining  halls,  a  cUnic,  an  of- 
fice, toilets,  bathing  facilities  and  a 
laundry— all  air-conditioned— and  can 
house  40  crew  members  and  336 
workers.  Aramco  had  first  considered 


using  old  ocean  liners,  but  it  rejected 
the  idea  because  the  liners  required 
deep  water  and,  unlike  the  barges, 
could  not  be  brought  into  shore  to  un- 
load workers. 


Business 

Snuggle  Up 

For  years  the  Civil  Aeronautics 
Board  has  been  prodding  the  airlines 
to  add  seats  to  their  jets,  and  has  been 
holding  back  on  fare  increases  for 
failure  to  do  so.  Now  that  passenger 
load  factors  are  up  sharply,  the  air- 
lines are  beginning  to  respond.  Na- 
tional, Continental  and  American  are 
quietly  planning  to  add  one  more 
coach  seat  per  row  in  their  jumbo 
jets,  increasing  the  number  from  eight 
to  nine  abreast  on  DC- 10s  and  from 
nine  to  ten  on  747s ;  and  other  air- 
lines are  sure  to  follow.  Seat  manu- 
facturers who  are  receiving  the  orders 
for  either  new  or  reworked  seats  in- 
sist the  seat  cushion  size,  or  passen- 
ger "living  space,"  will  remain  the 
same.  But  armrests  will  shrink  from 
three  inches  wide  to  two  inches,  and 
already  narrow  aisles,  which  imprison 
passengers  when  serving  carts  block 
them,  will  be  further  squeezed. 


Thwarting  Terrorism 

With  world  terrorism  a  growing 
threat  to  doing  business  overseas,  pro- 
tecting U.S.  corporate  executives  and 
Their  families  who  are  living  and  trav- 
eling abroad  is  also  growing  into  a 
business.  The  Big  Three  of  the  do- 
mestic security  industry,  Pinkerton's, 
Bums  and  Wackenhut,  are  offering 
security  services  tailored  to  the  indi- 
vidual needs  of  corporate  cUents. 
Security  specialists  develop  a  pro- 
gram that  can  include  training  body- 
guards and  drivers,  installing  security 
systems  in  the  oflBce  and  the  home, 
and  researching  the  background  of 
certain  foreign  employees.  Foreign- 
based  executives  are  usually  encour- 
aged to  vary  their  daily  schedules. 
Corporations  are  also  urged  to  pre- 
pare contingency  plans,  covering 
what  they  will— and  will  not— do  in 
case  of  an  actual  abduction. 

Trash  To  Treasure 

Bound,  perforated,  weighted,  bun- 
dled and  dumped  into  the  sea  by  the 
boatload,  worn-out  auto  and  truck 
tires  are  contributing  in  ever  bigger 
numbers  to  a  boom  in  artificial  reef 
construction.    At    latest    count,    there 
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Keep  dry  in  the  wettest  weather  with 
this  handsome,  sturdy  Jumbo  umbrella. 
"Capitalist  Tool"  appears  tastefully  in 
red  on  the  oversized,  deep  blue, 
double-ribbed,  nylon  canopy.  Heavy 
wood  shaft  and  Pnnce  of  Wales  handle. 
Not  available  in  stores.  Price:  $20  (in- 
cludes shipping  and  handling). 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 


Please    send    me_ 


-Capitalist   Tool 


Umbrellas   for   $20.00   each.    I'd    also    like 

Capitalist  Tool  neckties  at  $10.00 

apiece.    Enclosed    is   my   check   or   money 
order.  Allow  4  weeks  for  delivery. 

Name 


Address- 
City 


State- 


-Zip- 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  checsk  the  sub- 
scription you  prefer.  Q 1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 
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Ametek's  most  recent  $.30-per- 
share  payment  represents  its 
130th  consecutive  quarterly 
dividend. 

In  fact,  Ametek  has  increased  its 
dividend  for  26  of  the  last  27  years. 
(In  1971,  government  regulations 
precluded  an  increase.)  The  current 
annual  rate  is  $1.20  per  share. 


Sales  for  1975  reached  $224  mil- 
lion. With  improved  profit  margins, 
earnings  reached  $2.55  per  share. 

To  keep  them  both  growing, 
Ametek  has  invested  $31  million 
in  new  plants  and  equipment  over 
the  last  five  years — equipment 
that  produces  a  broad  mix  of  cap- 
ital goods,  components,  and 


controls  for  energy,  agriculture, 
chemical  and  other  basic  markets. 

To  learn  more,  request  latest 
reports  from:  AMETEK,  Inc., 
Investor  Information,  233 
Broadway,  New  York,  N.Y.  10007. 

AMETEK 


Ametek  investors 
talk  about  their  company: 


"I've  recommended 

Ametek  1o  my  clients 
^  k^ecouse  of  its 
potential  for  kx>tti 
capital  appreciation 
and  increasing 
dividends." 


Can  a  Security  System 
improve  your  wlioie 
operations  picture? 


Now  it  can. 

Because  Rusco's  new 
CARDENTRY  System  500 
handles  a  lot  more  than 
security. 

CARDENTRY  is  a  sophis- 
ticated new  access  control 
system  based  on  Rusco's 
patented  cryptically  encoded 
ID  card  that's  virtually  impos- 
sible to  decipher  or  duplicate. 
So  it's  already  miles  ahead  of 
locks  and  keys. 

But  CARDENTRY  has  a 
brain.  With  enough  memory  to 
handle  up  to  20,000  ID  cards 


and  then  some.  So  in  its  spare 
time,  it  can  do  things  like 
control  and  record  all  copy 
machine  use.  Monitor  alarm, 
fire,  smoke  detectors  (or  just 
about  anything  else)  and  warn 
you  when  something's  amiss. 
Keep  unauthorized  cars  out  of 
your  parking  lot.  Immediately 
tell  you  who's  in  your  plant  and 
who's  out.  Collect  data  to 
automatically  generate  payroll. 
Lock  and  unlock  doors  or 
equipment  at  preset 
times. 

CARDENTRY  is 


programmable.  So  a  lost  card 
can  be  ruled  out  forever  at  the 
touch  of  a  button.  No  lock 
changing.  No  panic.  And  if 
you've  got  an  unusual  applica- 
tion, the  only  customizing  that 
has  to  be  done  is  in  the  software. 
Let  Rusco  show  you  how 
CARDENTRY  can  improve 
your  operations  picture.  Our 
informative  new  brochure  has 
all  the  details.  To  get  it,  return 
the  coupon  or  use  our  toll-free 
customer  service 
number  for  quick 
response: 


Toll  Free  1-800-528-6050  ext.  691 

(IN  ARIZONA  CALL  1-602-955-9714  EXT  691) 


CZ3  cu  €U  \zzi  \zzi  nz2  nzi  ru 


I'm  interested  in  what 
CARDENTRY  can  do  for  my  operations 
picture.  Have  salesman  contact  me. 

D   Send  details  and  address  of  my  local 
Rusco  sales  office. 

D    Include  information  about  Rusco's  credit 
card  manufacturing  capability. 


Send  To: 

Rusco  Electronics  Systems 
PO  Box  5005 
1840  Victory  Blvd. 
Glendale  CA  91201 

Phone 
in  Cairi: 

(800)  423-2557 
(2131  240-2540 

Telex 

696318 

COMPANY 


ADDRESS 


ELECTRONIC  SYSTEMS 


CITY 


STATE 


ZIP 


Rusco  Electronic  Systems,  a  division  of  Rusco  Industries,  an  AMEX  listed  company  Equal  Opportunity  Employer 
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SERVING  THE  UNITED  TASTES 
OF  AMERICA  FOR  181  YEARS 

FFOM/79570  TODAV' 

Six  GENERATIONS  OF  THE  BEAM  FAM/LY 

^A\/E  BEEN  MAKINB  THE  mRLDiFiNESTBOUMON. 


ms  THE  FiRST  AMERICAN  PRESIDENT/ 

HE  WAS  THE  FIRST  PRESIDENT  BORN  AM 
AMERICAN  CITIZEN.  THE  FIR^  ^  PRESIDENTS 
WERE  BRITISH  SUBJECTS  AND  BORN  BEFORE  THE 
SI6NIN6  OF  THE  OECLARAT/ON  OF  INDEPENDENCE. 


[BEAM!     . 

ERMONT  •   BEAM  " 
KENTUCKY 

<^^^&^ 

NONI  CINUIMI   WITHOUT  »T  SIGNMun 

iLLCRS    SINCC    17aS 


Trends  &Tangents 

were  some  1,500  tire  reefs  in  place 
around  the  world— about  half  of  them 
oflF  the  U.S.  East  and  Gulf  coasts— 
and  the  Government's  Marine  Recre- 
ational Fisheries  Office  says  many 
more  are  in  the  works.  Fort  Lauder- 
dale, Fla.  boasts  probably  the  big- 
gest U.S.  tire  reef  so  far,  composed 
of  1.5  million  tires;  but  it  may  soon 
be  outstripped  by  one  ofif  Sea  Girt, 
N.J.  that  is  planned  to  include  72 
million  tires.  Other  types  of  trash- 
beer  cases,  butter  tubs.  World  War 
II  Liberty  Ships,  auto  bodies— have 
made  successful  reefs.  But  scrap  tires 
come  cheap,  transport  easily  and  last 
almost  forever.  In  place,  they  soon 
become  encrusted  with  marine 
growth,  providing  the  habitat  fish 
need  for  feeding  and  spawning. 

Revere  Remembered  Wrongly? 

While  most  renowned  for  his  ride 
and  his  silversmithing,  Paul  Revere 
claimed  his  "great  enterprise"  was  es- 
tablishing the  U.S.  copper  and  brass 
industry.  At  the  age  of  65,  with  a 
$10,000  government  loan  and  $15,000 
of  his  own  money,  he  built  a  mill  in 
Canton,  Mass.  and— "after  many  try- 
als"-in  1801  rolled  the  U.S.'s  first 
copper.  Through  the  years  the  com- 
pany made  history  as  well  as  money. 
Revere  copper  domes  crowned  Bos- 
ton's Old  State  House  and  New  York's 
City  Hall.  The  Revere  works  provid- 
ed boilers  for  Fulton's  steamship.  Dur- 
ing the  Civil  War,  the  plant  produced 
a  cannon  a  day  for  the  Union  Army. 
It  even  has  a  successor  corporation 
today— Revere  Copper  &  Brass. 

Source  Of  All  Life 

In  1935  an  underemployed  U.S. 
Army  Corps  of  Engineers  used  $7  mil- 
lion of  federal  funds  to  investigate  the 
energy  production  potential  of  ocean 
tides.  Activity  at  their  tidal  power  site 
at  Pa.ssamaquoddy  Bay  in  Maine- in- 
cluding construction  of  a  small  town 
complete  with  fire  station  and  nine 
colonial  homes  for  administrators— dis- 
appeared as  fast  as  did  the  initial 
funding,  a  mere  two  years  later.  But 
now  the  site  is— you  guessed  it— being 
reexamined,  this  time  under  the  aus- 
pices of  the  Energy  Research  &  De- 
velopment Administration.  A  nine- 
month  study  has  been  contracted  to 
explore  Passamaquoddy,  as  well  as 
QM)k  Inlet  in  Alaska.  A  French  tidal 
power  plant  in  Brittany  already  pro- 
vides some  240,000  kilowatts  to  that 
nation's  grid,  and  even  the  energy-rich 
Soviet  Union  has  an  oxperinicntal  -lOO- 
kilowatt  plant  near  Murmansk.   ■ 
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LONE  SIAR INDUS1RIES. 
INTHERIGHTPLAGEATTHERIGHTTIME 


Home  Care  Retailing.  Americans  are  hammering  and  saw- 
ing and  fixing  and  improving  things  at  a  record  pace  The 
do-it-yourself  trend  shows  no  sign  of  slowing  down  Lone 


Star,  already  near  the  lop  in  this  market  through  its  network 
of  Home  Care  Centers,  has  both  the  expertise  and  the 

resources  to  play  an  even  larger  role  in  this  thriving  field 


Cement  production  and  home 
care  retailing . . .  two  industries 
with  long-term  favorable  fore- 
casts. And  Lone  Star  is  a  major 
factor  in  both,  with  a  firm  com- 
mitment to  concentrate  our 
future  growth  in  these  two  areas 
of  our  greatest  earnings  potential. 
As  a  company,  we  feel  that  we're 
in  the  right  prace  at  the  right  time, 
poised  for  the  growth  years  ahead. 
And  we're  ready  to  make  the 
most  of  it. 

If  you'd  like  to  know  more  about  us, 
write  to  us  at  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830. 

LONEvV 
STARM 

INDUSTRIES 


^J 


^s^^f^\ 


♦-V'^ 


j*«p  -w 


i^'"" 


Mi. 


&^. 


jr-<^ 


RTOTTW^ 

Today  American  companies  doing  business  abroad  are  reaping  one -third  of  their 
profits  overseas  —  in  Deutsche  Marks,  Guilders,  Francs, Yen,  and  a  hundred  other  currenciej^ 

Here's  how  Rrst  Chicago,  a  ^19  billion  banking  corporation,  can  help  make  your 
multinational  investments  more  productive. 


"ifc 


American  companies  abroad 
.  continue  to  enjoy  long-term 
growth  in  the  percentage  of  profits 
flowing  in  from  foreign  operations. 


U.S.  direct  investment  abroad 
(book  value  at  year-end,  1975) 


Other 
$193  \ 


Lat.  Amer 
$22.2 


Japan  $3.3 


Oceania  and 
S.  Africa  $7.0 


Canada 
$31.2 

(Total, 

$133.2 

bUlion) 


W.  Europe 
$49.6 


The  figures  are  startling.  Dur- 
ing the  igecys,  U.S.  companies  in- 
vested $33.5  billion  abroad,  while 


returning  $63.7  billion  of  income  to 
the  U.S.  During  this  same  period, 
direct  investments  owned  by  U.S. 
companies  increased  in  value  from 
$31.9  billion  to  $86.1  billion. 

This,  in  short,  is  the  interna- 
tional pie.  And  here's  how  First 
Chicago— with  the  fourth  largest 
network  of  overseas  installations  of 
all  American  banks— can  help  you 
cut  yourself  a  piece  of  it. 

Knowing  the  territory. 

When  investing  or  trading 
abroad,  you  can't  know  too  much 
about  the  countries  and  companies 
you're  dealing  with. 

First  Chicago  is  prepared  to 
supply  you  with  a  vast  body  of  or 


ganized,  current  information  pel 
nent  to  your  overseas  ventures 
country  experts  are  on-the-spot, 
constant  touch.  They  can  help 
explain  fast-breaking  political  ar 
economic  developments  abroao| 
They  can  clarify  what  may  seem 
be  confusing  regulations  on  inv«j 
ments,  profit  remittances,  foreig 
exchange  controls,  and  custom 
requirements  which  can  changt 
from  day  to  day. 

Sowing  seed  money 
worldwide. 

At  First  Chicago,  we  boliex  f>  * 
that  loans  to  finance  intpm.-itiu  ; 
activities  arc  among  ih« 
loans  a  bank  can  make. 


I, 
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One  reason  is  that  U.S.  com- 
lies  investing  overseas  are  the 
am  of  the  crop.  Almost  invari- 
v,  their  expansion  abroad  is  a 
ural  evolution  of  their  strong 
rket  positions  at  home. 

U.S.  companies  exporting  to 
I  importing  from  the  rest  of  the 
Id  are  on  firm  ground,  too.  We 
)w  the  countries  they're  doing 
iness  in,  the  companies  they're 
ng  business  with.  We're  highly 
>erienced  in  implementing 
mBank,  FCIA^  and  other  forms 
nancial  guaranties  and  in- 
ance,  and  we  work  to  minimize 

expense  to  the  borrower. 

Across  the  countiy.  First 
cago  offers  U.S.  companies 
rketing  and  trading  abroad  full 
;mational  support  services  and 
Iti-currency  loans  at  our  head 
,A:e  in  Chicago,  our  intemational 
je  Act)  offices  in  New  York, 

Angeles,  and  San  Francisco, 
/ell  as  direct  contact  with  81 


installations  in  37  countries  around 
the  world. 

Paying  and  receiving 
in  100  currencies. 

Cash  management  abroad  can 
be  an  exasperating  experience. 
First  Chicago  specialists  have  been 
through  this  mill,  and  they  know 
their  way  around  it.  We  can  advise 


"t/uS.  direct  investment  abroad  continues  to 
rise,"  notes  William  McDonough,  Executive 
Vice  President  and  International  Department 
head  at  First  Chicago.  "Net  book  value  amount- 
ed to  $133.2  billion  at  the  end  of  1975.  up  $14.4 
billion  from  the  year  before" 

you  on  how  to  create  your  own 
system  for  the  collection,  control 
and  disbursement  of  international 
funds.  One  of  our  customers,  with 
subsidiaries  in  twelve  foreign 
countries,  needed  financing  in  nine 
different  currencies  that  could  be 
interchanged,  if  necessary,  on  short 
notice.  We  designed  a  $57  million 
revolving  credit  that  provided  ac- 
cess to  all  nine  currencies  with 
just  one  loan  agreement. 

Bringing  home  the  bacon. 

Recently,  new  accounting  pro- 
cedures have  required  that  profits 
returned  to  the  U.S.  must  be  de- 
clared in  current  exchange  rates 
each  period.  Thus,  if  you  plan  to 


repatriate  10  million  Francs  worth 
of  dollars,  and  the  Franc  falls  in 
value,  the  profits  you  declare  on 
each  period's  balance  sheet  will 
be  proportionately  shrunk. 

Foreign  exchange  experts  at 
First  Chicago  can  help  you  filter 
exchange  fluctuations  out  of  your 
balance  sheet— by  analysis  of  your 
foreign  exchange  exposure,  by 
daily  reporting  of  spot  and  forward 
exchange  rates,  and  by  short  or 
medium  range  forecasting  to  help 
you  optimize  money  movements. 
And  our  offices  abroad  can  provide 
the  exchange  risk  coverage  to  as- 
sure that  you  bring  the  bacon  home. 

If  you're  involved  in  or  plan- 
ning to  help  your  company  to  a  big 
slice  of  the  international  pie,  you 
may  be  interested  in  our  368-page 
international  trade  guide  for  every- 
thing from  shipping  to  taxes. 

For  this  free  guide  or  other 
information  call  or  write:  J.  Patrick 
Kelly,  Assistant  Manager,  Inter- 
national Banking  Department, 
The  First  National  Bank  of  Chicago. 
One  First  National  Plaza,  Chicago, 
Illinois  60670  (312)  732-2536. 


NORTH  AMERICA:  Atlanta;  Baltimore;  Boston; 
Chicago;  Cleveland;  Houston;  Kansas  City;  Los 
Angeles;  Mexico  Cit\ ,  New  York;  San  Francisco; 
Toronto.  EUROPE:  Amsterdam;  Antwerp; 
Athens;  Bristol,  Brussels,  Cardiff;  Channel 
Islands;  Dublin,  Diisseldorf;  Edinburgh;  Frank- 
furt, Geneva;  Leicester;  London;  Madrid;  Milan; 
Munich;  Newcastle;  Paris,  Piraeus;  Rome;  Rotter- 
dam, Stockholm,  Warsaw  MIDDLE  EAST:  Abu 
Dhabi,  Beirut,  Cairo,  Dubai;  Sharjah;  Tehran. 


AFRICA:  Lagos 
AMERICA: 

Guatemala  Cit>'; 
Paulo  CARIB- 
lown;  Cayman 
Montego  Bay; 
au-Prince.  FAR 
Hong  Kong; 
Singapore; 
Manila;  Mel- 
©1976  The 
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Nairobi.  LATIN 
Bogota;  Caracas; 
Panama  City;  Sao 
BEAN:  Bridge- 
Islands;  Kingston; 
Ocho  Rios;  Port- 
EAST:  Bangkok; 
j..karta;  Seoul; 
Tokyo.  PACinC: 
bourne;  Sydney. 
First  National 
Bank  of  Chicago 


The  First  National  Bank  of  Chicago 

Productive  banking  for  productive  businesses. 


Free! 

Hundreds  of  useful 
investment  facts 

Our  latest  issue  of  "In- 
vestments For  a  Changing 
Economy"  is  packed  with 
facts  and  figures. 

Helps  you  map  out  your 
investment  strategy  for  the 
months  ahead.  Suggests 
what  to  do.  And  what  not  to. 

Recommends  stocks  we 
think  are  attractive  buys. 
Outlook  for  interest  rates. 
Tax-free  municipals.  Money 
markets. 

Plus  recent  financial 
developments,  new  invest- 
ment opportunities.  And 
lots  more.  Yours  free. 


I  JbraOlBiftgttig 


% 
I 

i 


Free!  "Investments  For  a 
Changing  Economy' 


,»» 


Call  toll-free  800-.327-4800. 
In  Florida  1-800-432-7.521.  Or  write: 
Merrill  Lynch  Service  Center 
P.O.  Box  700,  Nevada,  Iowa  50201 

NFO  1115  ICE 
Name 

Address 

City 


State- 


Zip. 


Business  Phone- 
Home  Phone  


Mt-nill  Lynch  customers,  please  jfive  name 
an<l  office  addn-ss  of  Account  P^xecutive: 


Merrill  Lynch 

Pierce 

Fenner  8  Smith  Inc. 


Readers  Say 
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Picking  On  Government 

Sir:  You  delight  in  specifying  some 
deficiencies  of  the  Government  {Vact 
h-  Comment,  Oct.  J).  I  am  more 
amazed  each  year  at  the  perfection 
that  you  all  imagine  and  deify  in  the  . 
free-enterprise  system.  There  are  val- 
id reasons  for  regulation.  Some  busi- 
nesses operate  atrociously,  cheat- 
ing stockholders,  bilking  consumers, 
blighting  neighborhoods,  abusing  em- 
ployees. Some  businesses  are  run 
quite  well,  though  never  perfectly  or 
error  free.  The  same  must  be  said  too 
about  government  in  general.  If  you 
would  stop  thinking  and  talking  as 
though  the  U.S.  is  the  private  pre- 
serve for  those  who  make  and  re- 
tain most  of  the  money,  a  considerable 
amount  of  conflict  and  strife  in  our 
society  could  be  reduced. 

—James  J.  Gende 
Moline,  III. 

Proper  Perspective 

Sir:  Your  article  concerning  AT&T 
(Oct.  1)  is  the  first  I've  seen— among 
hundreds  that  have  been  written— 
that  puts  our  billion-dollar  earnings 
figure  in  proper  perspective,  I  only 
wish  your  assessment  of  the  signifi- 
cance of  our  earnings  could  have  been 
seen  by  all  who  were  exposed  to  a 
rather  diflFerent  interpretation  offered 
up  on  television  by  several  so-called 
consumerist  spokespersons, 

-John  D.  dcButts 

Chairman, 

American  Telephone  <b  Telegraph  Co. 

New  York,  N.Y. 


When  Workers  Realize . . . 

Sir:  Frederic  Hickman  may  be 
theoretically  correct  when  he  says 
Peter  Drucker's  thesis  on  pension-fund 
socialism  is  "like  saying  the  depositors 
have  become  the  owners  of  the  U.S. 
banks"  {Oct.  15).  Truth  is,  if  enough 
depositors  pull  out  of  a  given  bank, 
we'll  all  find  out  where  the  real  own- 
ership is.  No  ownership.  When  Ameri- 
can workers  realize  what  their  vested 
interest  in  U.S.  corporations  really  is, 
massive  ownership  of  the  equity,  there 
could  be  some  profound  effects  on 
the  laws, 

—Stephen  D.  Gilkcnson 
Editor  6-  Publisher, 

Pensions  &  Investments 
New  York,  N.Y. 


Obsolete  Economics 

Sir:  Re  "Okay,  Soak  The  Rich,  But 
Where  And  Who  Are  They?"  {Oct. 
1).  Too  bad  Ford  did  not  have  your 


analysis  when  responding  to  Carter's 
obsolete,  populist  economics, 

—Sigmund  Herzstein  Jr. 
Boston,  Mass. 

Sir:  The  North  is  paying  the  price 
for  electing  liberals  who  outconsume 
the  locusts,  the  boll  weevils  and  the 
army  worms  and  still  run  up  a  deficit. 
Although  a  seventh-generation  Yan- 
kee, my  sympathy  for  their  plight  is 
somewhat  restrained, 

—Allan  G.  LcBaron 
Motdton,  Ala. 

Sir:  You're  convincing  up  to  a 
point,  but  it  is  often  not  possible  to 
make  $18,000  in  a  typical  small 
southern  city  when  you  could  make 
$27,000  in  the  northeastern  part  of 
the  country.  Northerners  can  better 
afford  additional  taxation. 

-Michael  D.  Thicl 
Ilopkinsville,  Ky. 

Real  Stuff  Too  Expensive 

Sir:  Forbes  is  terribly  naive  in  "Ice 
Cream  Sales  Deserve  To  Be  Down" 
{Fact  6-  Comment,  Sept.  15).  Aside 
from  a  few  specialty  operations, 
"real"  ice  cream  has  priced  itself  out 
of  the  market.  The  average  consumer 
either  doesn't  care  or  won't  pay  for  it. 
Many  quality  producers  have  found 
this  out  the  hard  way. 

—Joseph  D.  Scheerer  Jr. 
Essex  Fells,  N.J. 

Greedy  Collectors 

Sir:  Your  article  "The  Older  The 
Fiddle,  The  Sweeter  The  Tune  . ,  . 
and  the  better  the  capital  gains" 
{Oct.  15)  is  distressing.  Most  musi- 
cians are  not  highly  paid  and  must 
make  a  substantial  investment  in  a 
musical  instrument.  Wheeling  and 
dealing  in  violins  and  cellos  for  capital 
gains  substantially  increases  their 
price.  There  is  a  great  variety  of 
things  that  a  collector  can  piircha.sc. 
Seeking  a  fast  buck  through  musical 
instruments  can  only  be  described  as 
excess  greed. 

-Wilhur  H.  Shook 
Roxbury,  Conn. 

Instant  Coaching 

Sir:  No  argument  from  this  quar- 
ter on  your  Fact  &  Comment  state- 
ment about  instant  replays  {Oct.  1). 
Our  Tclscrccn  boards  provide  it  for 
spectators.  The  best  use  took  place 
at  the  recent  Olympics  in  Montreal 
—even  created  a  little  controversy  on 
Canadian    television.    Some    cominen- 
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Oef  mofe  than  q  mile  of  copying  poper 

obsoiuteiy  f  fee! 


Thor's  7200  letter-size  copies  free  from 
participating  3M  Deolers  when  you 
purchase  a  compoct  3M  "VQC"  II  outo- 
motic  copier. 

And  fhot's  only  the  beginning  of  your 
sovings. 

Sonne  copiers  ore  built  with  nnore 
feotures  than  nnost  businesses  need- 
arxJ  priced  accordingly.  But  at  five  to 
twenty  thousand  copies  o  nnonth 
VGJC"  11  actually  gives  you  more  copies  per  dollar. 
It's  instont-on... delivers  the  first  copy  in  6  seconds, 
and  20  cleor  shorp  copies  a  minute.  And  time  saved 


means  extra  productivity  for  your  business! 
So  get  7  200  copies  f  ree. . .  20dear, 
sharp  copies  a  minute  .  .  .  more 
copies  per  dollar!  Coll  your  3M  Busi- 
ness Products  Center  (it's  listed  in  the 
Yellow  Pages).  And  watch  the  "VQC"  II 
perform,  right  in  your  own  office! 


Get  your  mile-plus  of  copying  paper  now, 
before  you  forged 


'This  offer  ends  December  )    1976 


3m 

hHBRAND 

BUSINESS 
PRODUCTS 
CENTER  • 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an 
offer  to  buy  these  securities.  The  offer  is  made  only  by  the  Prospectus. 


New  Issue  /  October  21, 1976 

$75,000,000 

Southern  Railway  Company 

The  Atlanta  and  Charlotte  Air  Line  Railway  Company 

Georgia  Southern  and  Florida  Railway  Company 

Southern  Railway— Carolina  Division 

First  and  General  Mortgage  8/2%  Bonds,  Series  B,  Due  2001 

Interest  payable  April  15  and  October  15 


Price  99.75%  and  accrued  interest  from  October  15, 1976 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 

announcement  is  circulated  only  from  such  of  the  undersigned 

as  may  legally  offer  these  securities  in  such  State. 


Salomon  Brothers 


Kuhn,  Loeb  &  Co. 
The  First  Boston  Corporation    Goldman,  Sachs  &  Co.    Merrill  Lynch,  Pierce,  Fenner  &  Smith 

Incorporalvd 

BIyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc.  Donaldson,  Lufkin  &  Jenrette 

Incorporated  S*curlll«t  Corporalion 

Drexel  Burnham  &  Co.    Hornblower  &  Weeks-Hemphill,  Noyes     E.  F.  Hutton  &  Company  Inc. 

Incorporated  Incorporated 

Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co.  Lehman  Brothers 

Incorporated  incorporated 

Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis  Reynolds  Securities  Inc. 

Incorporated 

Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc.  White,  Weld  &  Co. 

Incorporated  Incorporated 

Dean  Witter  &  Co.  Warburg  Paribas  Becker  Inc. 

Incorporated 

Bear,  Stearns  &  Co.  L.  F.  Rothschild  &  Co.  Shearson  Hayden  Stone  Inc. 

Shields  Model  Roland  Securities         Weeden  &  Co.         Wood,  Struthers  &  Winthrop  Inc. 

Incorporated  incorporated 


The  only  problem  with  ^ 

a  convention  in  Spain  is  getting 

your  people  to  come  home* 


That's  because  Spain  is  a  con- 
vention paradise.  We  give  you  a 
wide  choice  of  convention  sites. 
From  old  world  cities  to  spectac- 
ular seaside  resorts.  All  beautifully 
equipped.  And  all  within  easy  reach 
of  each  other 

So  no  matter  where  you  hold 
your  convention,  your  people  can 


easily  take  advantage  of  all  the  rest 
Spain  has  to  offer  Our  castles, 
museums  and  cathedrals.  Our 
beaches,  ski  slopes  and  scenery. 
There's  great  shopping  every- 
where. Great  food.  More  to  see 
and  do  than  you'll  really  have 
time  for 

Best  of  all,  the  whole  thing  will 
probably  come  to  much  less  than 
the  cost  of  a  convention  in  the 
States. 


To  help  get  you  started,  we've 
prepared  a  booklet.  A  city  by  city 
guide  that  tells  you  everything 
about  our  showplace  convention 
and  exhibition  halls.  The  size  and 
facilities  of  their  meeting  rooms. 
Everything  about  our  hotels  and 
their  convention  facilities,  too. 

For  your  free  copy  just  call  us 
at  (212)  759-8822.  Or  send  the 
coupon. 


AUantaisripe, 
for  your  next  meenng. 


Athmm  \t'ctu^  and  CcinvvntkinGukic. 


^   EASTERN 


The  Big  Peach  has  terrific 
convention  sites.  Let  Eastero 
help  yon  pick  one.  We  Ve 

prepared  the  34-page 
"Atlanta  Meeting  and 
Convention  Guide,"  that's  full 
of  good  reasons  to  plan  your 
next  meeting  in  Atlanta. 
Reasons  like  the  more  than 
25,000  hotel/motel  rooms, 
and  lots  more. 

Eastern  knows  Atlanta. 
We're  Atlanta's  biggest 
airline.  And  our  convention 
specialists  can  give  you 
personal  assistance 
planning  your  meeting  in 
Atlanta.  Just  call  your  local 
Eastern  Sales  Office. 
To  get  your  copy  of  the 


guide  just  write  to:  Manager,  Convention  Sales,  Dept.  H4,  Eastern 
Airlines,  Miami  International  Airport,  Miami,  Florida  33148. 

^  EASTERN  THE  WINGS  OF  MAN 


THE  WINGS  OF  MAN"  IS  A  REGISTERED  SERVICE  MARK  OF  EASTERN  AIR  LINES,  INC 


JAorriotls  ESSEX  HOUSE 


»v\ 


nj 


y 


If  you  want  sound  advice  about  hotels 
in  New  York,  ask  an  executive  who  travels. 


Business  people  who  travel  acquire 
enormous  sophistication   about 
hotels.  They  love  crystal  chandeliers. 
But  they're  more  favorably  im 
pressed  by  firm  mattresses,  hot 
breakfasts,  attentive  room  ser- 
vice and  easy  checkouts. 

They  favor  hotels  that  are 
centrally  located,  but  out  of 
the  traffic.  A  prestigious  rep- 
utation doesn't  hurt.  In  fact, 
it  reinforces  an  executive's 
stature  when  telling  a  client 
where  to  call.  For  nearly  half 
a   century,  Essex  House 
on  Central  Park 


has  catered  to  the  world's  most 
sophisticated  executives.  We  cater 
with  such  courtesy  that  our  execu- 
tive friends  often  bring  their 
families.  And  they  all  tell  their 
friends. 

If  you  don't  know  someone 
wholovesstaying  at  Essex  House, 
don't  fret.  Next  time  you're  in  New 
York,  stay  with  us  anyway. 

We  maintain  volumes  of 

fan  letters.  We'll  show  you  a 

few.  And  do  everything  in  our 

power  to  make  you 

want  to  write  us 

your  own  fan  letter! 


Harriott's. 
ESSEX  HOUSE 

New  York's  Grand  Hotel 

160  Central  Park  South,  New  York  10019 
For  reservations,  call  your  travel  agent  or  800-  22S-9290  loll  free.  Telex  12-5205. 


Readers  Say 


I 


tators  took  exception  to  the  fact  that 
discus  throwers,  shot  putters,  high 
jumpers,  etc.  would  complete  their 
throw  or  whatever  and  immediately 
turn  to  the  scoreboard  to  watch  the 
replay.  "Illegal  in-stadium  coaching" 
was  the  cry.  So  much  for  electronic 
progress. 

—Thomas  P.  Crolius 

Director  of  Communications, 

Conrac  Corp. 

New  York,  N.Y. 

Finland's  Icebreakers 

Sir:  Forbes'  very  fine  words  about 
my  country  and  her  icebreaking  in- 
dustry are  most  heartwarming  (Fact 
6-  Comment,  Oct.  15). 

—Leo  Tuomiricn 

Ambassador  of  Finland, 

Embassy  of  Finland 

Washington,  D.C. 

I 
Sir:  An  order  for  "a  couple  of  their 

fabulous  icebreakers"  woidd  help  to 
oflFset  the  currently  high  unemploy- 
ment in  Finland  and  also  help  to  pay 
for  the  $100  milhon  in  new  aircraft 
and  spares  that  my  own  company  has 
purchased  from  McDonnell  Douglas 
in  the  past  two  years. 

—Colin  Molloy 
North  American  Purchasing  Rep., 

Finnair 
Long  Beach,  Calif. 

Looking  To  The  Future 

Sir:  Re  the  article  on  Fisher  Sci- 
entific (Oct.  15).  I  can't  believe  this 
is  the  same  company  that  in  1976 
will  show  seven  consecutive  years  of 
improved  operating  earnings  (in 
1973  there  was  a  nonrecurring 
charge).  Fisher  Scientific  is  looking 
forward  to  the  future  because  of  thr 
growth  of  its  markets  and  the  intro- 
duction of  new,  exciting  products. 

—Hugo  Kapplcr  Jr. 
Broomall,  Pa. 

Offer  For  An  Optimist 

Sir:  I  recently  received  a  renewal 
letter  from  Forbes.  You  can't  say  that, 
I  am  not  an  optimisti  At  84,  I  am  sign- 
ing up  for  three  years  more.  And  1 
fully  expect  to  renew  three  more  years 
after  that  to  beat  inflationiiry  costs. 
I'm  now  in  my  71st  year  of  "eaniing  a 
living"— thank  God. 

—Frederick  C.  Dresscl 
St.  Cliarh'S,  lU,i 


Editor's  note:    From  your   100th 
year  on,  Mr.  Dresscl,  Forbes  will  bo  ^ 
on  the  hou.se— and  wc  hope  that's  not  j 
an    offer    as    Scottishly    safe    as    lt| 
sounds!— MSF. 
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'With  all  thy  getting  get  understanding' 


Fact  and  Comment 


NOW  THAT  GOVERNOR  CARTER  IS  PRESIDENT-ELECT 

it's  our  turn  to  pray. 


Speaking  Of  Elections 

ELECTING  JUDGES   INVITES   IF  NOT  INSURES 

injustice. 

SELL  'EM  THE  WORKS  AND   MUTUALIZE  OUR   DEPENDENCE 


Those  objecting  to  our  huge  and  growing  sales  of  so- 
phisticated weapons  systems  to  Iran  and  Saudi  Arabia  are 
not  thinking  things  through. 

Our  dependence  on  their  oil  is  overwhelming,  increas- 
ing and,  for  the  next  couple  of  decades  at  least,  unending. 

The  more  of  our  most  complicated  military  hardware 
that  they  take  on— along  with  the  industries  and  cities 
we're  building  for  them— the  more  dependent  they  be- 
come on  the  U.S.A.  » 

There  is  no  way  in  less  than  half  a  century  that  either 
of  these  major  OPEC  nations  can  utilize  these  systems  with- 


out depending  on  us  for  spare  parts,  technology  and  tech- 
nicians. It  takes  an  in-depth,  industrial  capacity  to  supply 
even  the  simpler  pieces  of  any  of  this  new  armament.  The 
more  $billions  invested  in  our  weaponry,  the  greater  their 
dependence,   the   more   assured  our   supply   of  their   oil. 

And  their  ability  to  head  off,  if  not  fend  off,  rapacious 
Red  neighboring  invasion  is  vastly  enhanced. 

As  for  the  military  threat  of  Saudi  Arabia  to  Israel— 
the  unmitigated  U.S.  commitment  to  Israeli  independence 
and  the  increased  dependence  of  Arabs  on  us  should  make 
frontal  confrontations  increasingly  less  likely. 


OVERTAXING  AMERICANS   WORKING   ABROAD 


is  one  among  the  many  things  the  newly  passed  tax  re- 
vision does.  It's  shortsighted.  The  some  100,000  Americans 
working  overseas,  mostly  with  U.S.  companies,  play  a  key 
part  in  the  export  of  U.S.  goods  and  services  that  earn  the 
wherewithal  to  pay  for  our  ever-expanding  imports,   in- 


cluding that  soaring  essential,  oil. 

The  additional  tax  bite,  when  combined  with  local  taxes, 
may  likely  exceed  what  would  be  paid  at  home. 

So,  many  are  going  to  come  home. 

That  hardly  is  going  to  improve  our  exportability. 


WHY   DO   SO  MANY  THINK  BUSINESS  PROFITS 
ARE   SO   MUCH  HIGHER  THAN  THEY  ARE? 


Of  constant  concern  to  concerned  business  biggies  and  to 
anemically  dividended  shareholders  is  the  public's  con- 
viction that  corporate  profits  are  five  or  ten  times  higher 
than  they  actually  are.  One  survey  after  another  shows 
that  most  Americans  think  profit  margins  are  anywhere 
from  30%  to  50%  instead  of  the  actual  average  of  5%. 

Almost  invariably  the  righteous  Wronged  put  the  blame 
for  this  horrendous  misconception  on  "pinko  teachers"  or,  at 


best,  the  lack  of  teaching  in  om-  schools.  That  conclusion's 
as  uninformed  as  is  the  public's  concept  of  profits. 

Businessmen  as  well  as  the  advertising  agency  people 
they  look  to  for  slogan-y  solutions  don't  need  to  look 
beyond  their  noses  to  figure  who  mostly  causes  the  Profit 
Misconception. 

They  do. 

What   blares   out   day   and   night  from   the   radio   and 
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boob  tube,  from  newspaper  and  periodical  pages?  Sales, 
and  sales,  and  sales— almost  nothing  but  sales  it  sometimes 
seems.  30%  offl  40%  offi  50%  oflF!  Two  cans  for  the  price 
of  one!  Clearance!  End  of  season!  Inventory  reduction! 
Prices  slashed!  Cash  rebate!  Gift  with  every  purchase! 
Bring  coupon  and  get  refund /discount /free  gift! 

And  what  woman  at  any  cofFee  klatch,  tea  party  or 
bridge  game  ever  talks  of  paying  list  price?  Whatever  it 
is,  they  always  talk  about  getting  it  "wholesale,"  getting 
it  at  half  price  and  so  forth. 

Basically,  if  it  costs  a  company  10  bucks  for  the  ma- 
terials and  labor  to  make  its  widget  or  provide  its  ser- 
vices, obviously  it  has  to  sell  it  usually  for  double  or  more 


to  cover  all  the  costs  of  the  distribution,  overhead  and 
the  like.  That  a  majority  of  the  public  thinks  most  of  this 
is  profit  is  as  much  a  responsibility  of  the  advertising 
profession  as  it  is  of  the  marketing  men  of  business  who 
hype  sales  by  blasting  on  about  savings  and  discoimts  and 
slashes  of  30%  and  40%  and  50%  "off  the  list." 

So  why  wouldn't  most  people  think  that  if  businesses  can 
stay  in  business  by  doing  so  much  business  at  such  huge 
discounts  the  profits  normally  must  be  vasdy  greater  than 
they  actually  are?  Schoolteachers  and  newspaper  busi- 
ness pages  headlining  sizable  quarterly  percentage  in- 
creases may  be  factors  in  the  equation,  but  I  think  they're 
very  minor  ones. 


WASTED  EXPERTISE 

Those  in  a  position  to  report  authoritatively  on  the 
next  life  never  seem  to  get  through  to  prospects. 


ENOUGH  OF  ALL  THIS 

A  Ms.  named  Cooperman  asked  a  New  York  State 
Supreme  Court  justice  for  permission  to  change  her  name 
to  Cooperperson.  He  threw  the  case  out,  saying  that  the 
next  thing  might  be  somebody  called  Manning  wanting 
to  change  her  name  to  PeopHng  and  perhaps  a  gal 
named  Carmen  might  want  to  be  called  Carperson.  "The 
possibilities  are  virtually  endless  and  increasingly  inane. 
This  would  truly  be  in  the  realm  of  nonsense,"  said  Justice 
Scileppi. 

Right  on,  Judge. 


"PERSON"  NONSENSE 

For  every  instance  of  a  word  change  that  might  better 
reflect  equality  between  the  sexes,  there  are  a  dozen  or 
more  that  are  so  clumsily  absurd  as  to  make  the  whole 
Movement  look  ridiculous.  After  all,  there's  no  such  thing 
as  a  chairperson— it's  either  a  chairman  or  a  chairwoman. 
And  I  still  think  Madam  Chairman  makes  more  sense 
than  chairwoman.  But,  either  way,  chairperson  is  for 
the  birds. 

Putting  so  much  emphasis  on  the  superficial  does  much 
to  damage  a  Fair  cause. 


ON  THE  TOPIC  OF  EQUALITY  BETWEEN  THE  SEXES 

Princess  Anne  seems  to  be  doing  her  bit  to  estabhsh  wom-  'silly  bugger'  and  vehemently  cursed   a  TV  cameraman 

en's  right  to  be  as  crude  and  cussful  as  some  men  are.  who  attempted  to  focus  on  her,  spouting,  'Bastard!  What 

Reports  People:  an  idiot!'  Some  establishmentarians  were  clearly  outraged, 

"Princess  Anne  turned  the  air  a  shocking  royal  blue  but  Johnny  Speight,  creator  of  the  iconoclastic  BBC  pro- 

diu-ing  the  Burghley  Horse  Trials  in  England.  When  hus-  gram  on  which  All  in  the  Family  is  based,  applauded  the 

band  Mark  Phillips  flubbed  a  fence,  she  crowed,  'Silly  performance.  'I'm  really  impressed.  I'm  knocked  out,'  he 

bastard!'  Next  the  fuming  princess  dismissed  one  of  her  said.  'Princess  Anne  is  now  using  unisex  language,   the 

subjects,  a  small  child  who  had  gotten  in  her  way,  as  a  language  of  the  people.'  " 


PLAY  SOMETHING,  EVERYONE! 

Metromedia's  John  Kluge  tells  the  tale  of  an  old  Italian 
farmer  who  had  an  even  greater  than  usual  amount  of 
traditional  Italian  reverence  for  music.  He  sacrificed  much 
so  that  each  of  his  six  children  could  play  a  musical  in- 
strument. Nothing  gave  him  more  joy  than  to  gather  rela- 
tives and  neighbors  on  a  Sunday  evening  around  the  family 
hearth  for  solos  and  joint  renderings. 

Of  the  six,  though,  one  son  just  couldn't  play,  hold  or 
whatever  it  is  you  do  to  a  note.  The  old  man's  disap- 


pointment was  painfully  apparent. 

The  musiclcss  one  plodded  on  through  commercial 
courses  at  high  school  and  finally  persuaded  his  father 
to  use  the  money  that  would  have  been  spent  on  his 
music  lessons  to  acquire  a  typewriter. 

On  the  first  Sunday  after  the  purchase,  when  all  were 
gathered  for  the  ritual  recitals,  the  old  man  fetched  the 
typewriter,  proudly  set  it  down  on  the  table,  and  com- 
manded his  son,  "Now,  play  it!" 


MONEY'S  WORTH 

Payment  in  kindness  beats  by  a  thousand 
times  the  pleasure  of  payment  in  kind. 
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ANYBODY  WHO  THINKS   MONEY 

is  everything  has  never  been  sick. 
Or  is. 

-Malcolm  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


E.E.C,  and  the  Arabs 

In  Europe,  Arabs  are  upstaging 
Yankees  as  traders  with  the  Common 
Market.  Since  petroleum  prices  were 
hoisted  sharply  three  years  ago,  the 
oil-rich  Middle  Eastern  and  North 
African  countries  have  been  able  to 
absorb  much  more  industrial  equip- 
ment, other  goods  than  expected. 
And  the  boom  continues. 

A  survey  by  the  Common  Market 
in  Brussels  details  the  action— 

Of  all  shipments  last  year  by  the 
Market's  nine  members  to  areas  out- 
side the  Western  European  trade 
group,  12.6%  went  to  Arab  lands.  Only 
10.9%  was  shipped  to  America,  and 
9.7%  went  to  the  Soviet  bloc. 

The  Arabs  supplied  20%  of  the  Com- 
mon Market's  total  imports.  The  U.S. 
provided  16.4%  and  the  Eastern  Eu- 
ropean bloc  only  6.8%. 

—U.S.  News  ir  World  Report. 

Overseas  Americans 

The  newly  increased  income  tax  on 
U.S.  citizens  abroad  reflects  the  feel- 
ing of  many  in  the  United  States  that 
all  Americans  living  abroad  are  "fat 
cats,  Hemingways  or  hippies." 

That   just   isn't   so.    Where   would 


the  United  States  be  if  it  weren't  for 

its    overseas    businessmen,    teachers, 

missionaries?  —Phyllis  Michaux, 

Association  of  American 

Residents  Overseas. 

More  Wordy  Foolishness 

Writes  Richard  Reeves  reviewing 
the  book,  The  103rd  Ballot,  which  is 
about  the  1924  Democratic  Nation- 
al Convention: 

The  wording  of  a  resolution  on  the 
death  of  President  Harding  was  orig- 
inally, "Our  party  stands  imcovered 
at  the  bier  of  Warren  G.  Harding," 
but  "bier"  was  changed  to  "grave" 
to  avoid  offending  "dry"  delegates. 

—N.Y.  Times  Book  Review. 

Shaky  LDC  Loans 

The  next  great  international  finan- 
cial crisis,  it  appears,  wdll  involve  the 
huge  amounts  of  money  that  the  less 
developed  countries  owe  the  world's 
banking  system.  The  LDCs'  debt  to 
U.S.  banks  alone  comes  to  $40  bil- 
lion to  $45  billion. 

Some  of  the  LDCs  want  a  mora- 
torium on  all  their  debts  and  new 
lines  of  credit  to  cover  their  current 
needs.  But  world  finance  is  not  like  a 


family  card  game  where  Dad  issues 
extra  chips  to  the  smaller  children. 

—Business  Week. 

Business  News  on  TV 

Television  is  as  much  a  moneymak- 
ing  business  as  a  pom  theater  or  a 
bullfight  ring.  And  despite  all  the 
trumpeting  about  public  service,  net- 
work news  is  a  key  network  moneymak- 
er. Once  you  understand  the  dollar 
signs  that  snuggle  around  network- 
news  rating  points,  it  helps  explain 
why  their  portrayal  of  American  busi- 
ness is  so  sensationalized— payoffs,  con- 
tamination, greed,  cancer-causing 
drug  charges  and  so  forth  hype  the 
ratings.  Honest  portraiture  of  Ameri- 
can business  doing  its  job,  without 
overemphasis  of  the  5%-10%  wart  fac- 
tor, would  be  boring.  And  low-rated. 
And  unprofitable.  —TV  Guide. 

Behan^s  Last  Bay 

Dying,  Brendan  could  still  be  more 
or  less  outrageous.  He  turned  to  the 
nun  who  was  nursing  him  and  said, 
"Bless  you,  sister,  may  all  your  sons 
be  bishops." 

-Dr.  Rory  W.  Childers, 
Medicine  on  the  Midway. 


ONE  PROMISE  THAT  CARTER  SHOULD  KEEP 

By  M.S.  Forbes  Jr. 


concerns  double  taxation.  Corpo- 
rate income  is  often  taxed  twice— 
once  when  the  company  pays  taxes 
on  its  profits  and  again  when, 
shareholders  pay  taxes  on  their 
dividends. 

Double  taxation  gives  a  bias  to 
debt  financing  (interest  is  paid 
out  of  pretax  earnings;  dividends 
out  of  aftertax  earnings ) .  The  debt 
portion  of  corporate  balance  sheets 
has  jumped  sharply  in  the  last  20 
years,  increasing  the  volatility  of 
corporate  earnings  and  making 
many  companies  more  vulnerable 
to  serious  trouble  whenever  the 
economy  turns  down. 

It  hurts  capital  formation.  If  a 
company  were  allowed  to  pay  a 
portion  of  its  dividends  out  of  pre- 
tax profits,  the  concern  could  re- 
tain more  money  for  reinvestment 
while  still  paying  stockholders  a 
fair  rettim  on  their  investment. 

Taxing  corporate  income  twice 
also  does  its  bit  for  inflation.  If 
a  business  is  unable  to  earn  an 
adequate  return  on  invested  capi- 
tal, it  will  attempt  to  raise  prices. 
Easing  this  double  tax  bite  would 


increase  the  return  on  investment, 
thereby  reducing  the  incentive  to 
jack  up  prices. 

During  his  campaign,  President- 
elect Carter  came  out  in  favor  of 
"taxing  income  only  once."  He 
could  make  a  good  start  by  resvir- 
recting  a  proposal  put  forth  by 
President  Ford  two  years  ago  to 
permit  corporations  to  issue  pre- 
ferred stock  whose  dividend  would 
be  paid  out  of  pretax  income. 

Since  more  money  would  be 
available  for  dividends,  these  se- 
curities could  offer  higher  yields 
than  bonds  or  current  preferred 
securities.  That  would  make  them 
more  attractive  to  pension  funds 
and  individual  investors. 

The  cost  to  the  Treasury?  Ini- 
tially part  of  the  loss  would  be  re- 
duced by  the  increased  taxes  col- 
lected from  individuals  (since  their 
dividends  would  be  higher).  Later 
it  would  be  more  than  offset 
through  the  greater  economic  ac- 
tivity and  e£Bciency  produced  by 
the  increase  in  equity  capital. 
«      »      « 

Another  old  Ford  idea  President- 


elect Carter  might  dust  off  would 
be  to  require  all  federal  agencies 
to  come  up  with  a  realistic  cost- 
impact  statement  for  each  proposed 
rule  or  regulation. 

It  would  be  eye-popping  to  see 
how  costly  the  galloping  growth 
of  government  "protection"  really 
is.  Just  the  effort  required  for  writ- 
ing all  those  multithousand  im- 
pact statements  might  slow  the 
Washington  regulatory  flood. 

In  fact,  Mr.  Carter  should  go  one 
step  further  and  have  Congress 
set  up  "regulatory  cost-impact" 
budgets  for  each  agency.  The  En- 
vironmental Protection  Agency, 
say,  might  be  "appropriated"  $1 
billion  for  its  impact  budget,  mean- 
ing that  during  the  fiscal  year  any 
new  promulgations  or  revisions  of 
old  ones  could  cost  the  public  no 
more  than  that  $1  billion. 

Don't  hold  your  breath  for  this 
kind  of  disclosure  and  disciphne, 
however.  Politicos  and  bureaucrats 
are  not  about  to  forego  such  a 
convenient  way  of  doing  things 
where  the  true  cost  does  not  show 
up  in  the  regular  budget. 
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f  HERE  IS  A  WORD 
FOR  A  COfflPAflV  THOT 
ACQUIRED  ITS 
RAW  mArERIAl  RESERVES 
AT  VESTERDAV*S  PRICES. 


FARSIGHTED 


In  addition  to  becoming  the  na- 
tion's fifth  largest  chemical  company 
in  the  past  25  years,  Grace  is  also  a 
growing  factor  in  natural  resources, 
with  the  emphasis  on  domestic. 
For  two  reasons:  to  help  make  this 
nation  less  susceptible  to  the 
caprices  of  foreign  governments; 
and  to  further  strengthen  the  com- 
pany's asset  base. 

Coal.  Oil.  Natural  Gas.  Phosphate 
Rock.  Vermiculite.  We've  been 
steadily  acquiring  them  and  con- 
servatively estimating  their  worth. 
For  example,  in  our  1975  financial 
statements,  Grace's  shareholder 
equity  is  carried  at  a  bit  over 
$1  billion.  But  if  you  value  our 
mineral  reserves  at  what  it  would 
cost  to  acquire  them  today,  you 
would  add  over  $660  million  to  the 
company's  total  net  worth.  This,  in 
turn,  would  take  our  reported  book 
value  per  share  from  $30.00  to  an 
adjusted  $49.00,  an  increase  of  62%. 

These  assets  serve  as  a  solid 
foundation  for  the  company's  future 
growth.  In  the  next  three  years, 
we  expect  our  current  production  of 
oil  and  oil  equivalent  to  more  than 
double  to  some  40,000  barrels  a 
day.  In  this  same  period,  Grace's 


output  of  coal  (low  sulphur,  environ- 
mentally acceptable  coal)  will  triple 
-to  some  3  million  tons  a  year. 
And  our  phosphate  rock  reserves  — 
a  key  fertilizer  ingredient— will  last 
well  into  the  next  century. 

These  assets  are  just  part  of  a 
program  which,  in  the  past  two 
decades,  has  resulted  in  a  complete 
restructuring  of  our  businesses. 
Where  25  years  ago  Grace  was  a  Latin 
America  based  trading,  mining  and 
shipping  company,  today  it  is  the 
nation's  47th  largest  industrial 
company  doing  90%  of  its  business 
in  the  U.S.,  Canada  and  Europe. 

If  you  would  like  to  know  more 
about  Grace  and  its  hidden  assets, 
write  for  our  latest  financial  state- 
ment and  our  booklet,  "A  Manage- 
ment Perspective!' W.R. Grace  &  Co., 
Grace  Plaza,  1114  Avenue  of  the 
Americas,  New  York,  N.Y.  10036, 
Dept.  F-4. 

W.  R.  Graced  Co. 

GRACE 

Chemicals  •  Natural  Resources  •  Consumer  Products 
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The  Subject  Was  Riklis 

The  question  was:  How  much  longer 

could  he — and  Rapid-American — keep  going? 


By  ROBERT  j.  FLAHERTY 

In  1975  Meshulam  Riklis  was 
paid  $915,866  in  salary  and 
bonus:  he  was  one  of  the  high- 
est-paid executives  in  the  U.S. 
A  good  question  would  be: 
For  what?  Certainly  not  for 
making  money  for  sharehold- 
ers. Listen  to  this  tale  of  woe: 

New  York-based  Rapid- 
American  Corp.,  which  Rik- 
lis put  together  and  supposed- 
ly nms,  has  more  than  $1  bil- 
lion in  debt— counting  $144 
million  in  leases  and  other  lia- 
bilities it  has  guaranteed  on 
businesses  it  no  longer  owns. 
This  year  $23  million  of  that 
debt  comes  due.  Next  year,  it 
will  be  $52  million.  In  1979, 
$21  million,  and  in  1980,  $95 
million.  All  told,  the  conglom- 
erate will  have  to  come  up 
with  $220  million  between  now 
and  1981. 

But  that's  only  the  begin- 
ning. By  1986  another  $224 
million  must  have  been  paid. 
Rapid-American's  stock  is  un- 
der $5  a  share.  It  once  sold 
for  over  $50. 

Riklis  used  to  charm  and 
amuse  people  with  such  lines 
as  '^6u  can  name  the  price 
if  I  can  name  the  terms."  Or 
"There's  two  kinds  of  money, 
cash  and  the  other  kind,  and 
the  cash  is  the  only  kind 
that's  wortfi  anything." 

But  the  "other  kind"  must 
be  repaid  someday.  And  a 
price  must  be  met,  no  matter  how 
favorable  the  terms.  In  issuing  paper 
to  pay  for  his  many  acquisitions,  Rik- 
lis made  one  mistake  most  conglom- 
erators  avoid:  He  paid  in  medium- 
term  rather  than  in  long-term  bonds. 
Where  will  he  get  the  money? 

Rapid-American  has  lost  money 
two  consecutive  years  and  is  in  the 
red  so  far  in  the  current  fiscal  year. 
Riklis  has  said  that  Rapid  will  end 
fiscal  1977  in  the  black.  But  what's 
a  small   profit   against  the  maturities 


Even  foes  speak  well  of  Meshulam 
Riklis  and  his  self-deprecating  wit; 
Isidore  Becker  is  the  man  they  blame. 


that  Rapid-American  is  facing? 

Total  stockholders'  equity— includ- 
ing preferred  stock— is  under  $150 
million.  So  there  is  $7  in  debt  for 
every  dollar  in  equity.  Rapid's  Lemer 
Stores  subsidiary  is  still  very  prof- 
itable, but  all  of  its  stock  is  pledged 
to  banks  as  part  of  the  collateral  for 
$110  million  in  bank  loans.  That 
leaves  Schenley  Industries,  the  big 
liquor  company,  as  Riklis'  last  major 
unencumbered  asset;  the  Playtex  di- 
vision was  sold  to  Chicago's  Esmark 


in  1975  for  $210  million. 
Are  other  Rapid  divisions 
fated  to  go  on  the  block?  Rap- 
id's deeply  discounted  bonds 
were  strong  and  exceptionally 
active  recently.  This  suggests 
that  someone  thinks  something 
is  in  the  oflRng.  Clearly,  Rik- 
lis must  find  some  way  of  rais- 
ing cash  before  that  big  wave 
of  maturities  hits  him  in  the 
Seventies— to  say  nothing  of 
those  in  the  Eighties. 

An  immigrant  from  Israel, 
Riklis  started  his  career  in  fi- 
nance as  a  customers'  man  for 
Minneapolis'  Piper  Jaffray  & 
Hopwood  in  1951.  On  charm, 
nerve  and  a  fast  head  for  fig- 
ures, he  soon  built  a  major 
conglomerate.  And  then  he  let 
it  all  run  down.  At  53,  Me- 
shulam Riklis  is  a  stunning 
case  history  of  the  American 
Dream  gone  wrong— a  living 
demonstration  that  success, 
absolute  overnight  success,  is 
a  hard  thing  to  handle. 

What's  ahead  for  Riklis  and 
Rapid-American?  To  find  out, 
Forbes  spent  hours  late  last 
month  with  Bernard  Goldberg, 
52,  the  tough,  able  former 
president  of  Schenley,  now 
head  of  the  much  smaller 
American  Distilling  Co.  Gold- 
berg is  certainly  not  an  im- 
partial witness  He  left  Schen- 
ley after  a  dispute  with  Rik- 
lis  and  with   Riklis'  No.   Two 

man,    Isidore    Becker.     Many 

top  Schenley  executives  left 
with  Goldberg.  Goldberg  and  Riklis 
have  sued  each  other.  Nevertheless, 
Goldberg's  statements  and  allegations 
are  plausible.  Goldberg  told  us: 

"Let  me  make  this  very  clear  right 
at  the  beginning.  I  like  Rik.  We  have 
many  friends  in  common.  But  Rik's 
trouble  is  a  guy  named  Izzy  Becker 
[chairman  of  Schenley  and  vice  chair- 
man of  Rapid- American].  Their  lives 
and  investments  inside  and  outside 
Rapid-American  are  so  intertwined 
that  they  are  as  hard  to  separate  as 
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Schenley's  Lewis  Rosenstiel  treated 
Bernard  Goldberg  as  heir  apparent, 
but  the  heir  did  not  inherit. 


Siamese  twins.  I  blame  Becker  for 
many  of  Rik's  problems. 

"Rik  is  a  great  financial  man.  Look 
at  all  he  got  control  of  by  just  mov- 
ing around  pieces  of  paper.  His  flaw 
is  he's  no  operating  man  and  that's 
the  difference  between  him  and  a 
Bluhdom  or  a  Geneen.  They  make 
acquisitions,  too,  but  they  make  the 
operations  better. 

"Check  Rik's  huge  write-offs  over 
the  last  three  or  four  years.  Here's  a 
funny  thing.  Everything  was  making 
good  money  until  he  got  it.  Best  & 
Co.  was  a  long-time  institution.  Klein's 
made  money.  B.V.D.  was  a  household 
word.  So  was  Beau  Brummel  ties.  Jo- 
seph Cohen  suits  sold  well." 

Best  and  Klein's  have  now  closed. 
The  right  to  use  the  B.V.D.  brand 
name  was  licensed  to  Northwest  In- 
dustries. Joseph  Cohen  suits  have  been 
in  the  red.  By  any  standards,  Riklis' 
record  for  rvmning  companies— as  op- 
posed to  simply  acquiring  them— is  a 
dismal  record.  Goldberg  pressed  on. 

"Even  Rik's  own  private  conglom- 
erate has  withered  and  they  were  all 
good  money-making  companies  when 
he  bought  them:  Jacques  Kaplan,  Car- 
tier,  Mark  Cross.  Only  the  Riviera  Ho- 
tel in  Las  Vegas,  which  he  controls 
with  Becker,  is  doing  well. 

"On   the   other   hand,   when   some 


troubled  operations  leave  Rapid,  their 
profitability  returns. 

"Izzy  Becker  was  close  to  Rik.  Any- 
one else  who  even  came  close,  he 
knocked  off.  With  the  departiore  of  all 
those  good  men— Bernard  Denmark  at 
Playtex,  Carl  Singer  at  B.V.D.,  Samuel 
Neaman  at  McCrory,  Paul  Johnston  of 
Glen  Alden— operations  got  weaker 
and  weaker." 

How  did  Becker  get  so  powerful? 
Forbes  asked.  It  was  Riklis'  compa- 
ny, after  all.  Goldberg  snapped: 

"At  first  Rik  knew  everything.  Then 
he  began  to  spend  a  lot  of  time  with 
the  ladies.  There's  no  doubt  that  Rik's 
chasing  hurt  the  business.  You  can't 
mix  business  with  that  much  pleasure 
and  do  a  good  job." 

But  getting  back  to  Schenley— 
Goldberg  then  spoke  of  the  fact  that 
the  liquor  firm,  under  his  manage- 
ment, set  a  profit  record  for  Schen- 
ley's years  in  Rapid— $31.5  million  af- 
ter taxes  in  the  fiscal  year  ending  Jan- 
uary 1974.  Under  Schenley's  founder, 
the  late  Lewis  Rosenstiel,  profits  in 
some  years  had  been  higher,  but 
Goldberg  says: 

"The  old  high  under  Rosenstiel 
wasn't  real— it  was  managed  earnings. 
Rosenstiel  controlled  his  earnings  by 
changing  his  inventory  and  accounts 
receivable.  If  the  year  looked  low,  he 
called  up  wholesalers  and  asked  them 
to  take  more  cases.  Since  they  were 
imder  no  pressure  to  pay  for  them, 
why  not? 

"Now  when  I  took  over  as  presi- 
dent of  Schenley,  I  changed  all  that— 
no  shipments  unless  the  guy  has  made 
sales.  I  got  receivables  down  from 
135  days  to  57  days. 

"In  my  five  years,  dollar  sales  went 
from  $495  million  to  $745  million. 
We  went  from  selling  9.9  million 
cases  to  16.9  million  cases.  Now  tin- 
der Izzy  [Becker],  case  sales  were 
down  to  under  16  million  last  year." 

We  wondered  how  Goldberg  could 
accomplish  all  this  if  the  terrible  Izzy 
Becker  was  constantly  getting  in  his 
way.  Goldberg: 

"No  one  gets  in  my  way.  Every 
time  Becker  tried  to  interfere,  I 
chopped  his  hands  off.  I'm  a  happy 
guy,  but  don't  push  me— and  no  one 
lies  to  me.  There  was  one  case  where 
it  took  me  11  years  to  get  one  guy, 
but  I  finally  got  him." 

Nice  place,  Rapid-American.  We 
asked  Goldberg  whether  he  had  many 
direct  dealings  with  Riklis.  His  an- 
swer was,  no.  "I'd  see  Rik  maybe 
three  times  a  year  and  those  times 
in  the  street." 

Why  did  Goldberg  finally  leave 
Schenley?  He  claims  he  could 
have      been      retained.      He      said: 

"Money  had  absolutely  nothing  to 
do  with   what  happened.   After  you 


make  a  certain  amount,  it's  not  the 
money  you  work  for.  It's  ego  and 
power;  it's  not  being  frustrated.  They 
were  always  very  generous  and  al- 
ways gave  me  the  salary  I  wanted. 
My  salary  in  1968  as  Schenley  presi- 
dent was  $200,000  and  also  two- 
tenths  of  1%  of  net  operating  profits, 
or  $50,000  a  year  guaranteed.  I  was 
getting  $300,000  when  I  resigned. 
Here's  what  happened. 

"On  my  50th  birthday-Feb.  28, 
1974— my  old  contract  expired.  I 
bluntly  asked  Becker  if  he  wanted  to 
give  me  a  new  one. 

"When  I  retxuTied  from  Europe  in 
July  the  contract  still  was  not  ready. 
Izzy  would  say  his  lawyer  had  it.  His 
lawyer  would  say  Izzy  had  it. 

"Finally,  I  blew  my  top.  They  were 
treating  me  hke  a  jerk.  And  I  don't 
just  get  mad,  I  go  insane.  So  I  get 
Izzy  and  his  lawyer  together  and  I 
find  the  contract  has  been  on  Izzy's 
desk  all  the  time. 

"Finally  Becker  explained  the  mys- 
tery. He,  Becker,  wanted  to  be  presi- 
dent as  well  as  chairman  of  Schenley. 
'Be  my  guest!'  I  told  him. 

"I  told  him  I'd  leave,  but  he  told 
me  he  didn't  want  me  to  do  that. 
Instead,  he  wanted  me  to  sign  a  con- 
tract one  year  at  a  time  and  any 
time  he  let  me  go  he  would  give  me 
one  year's  severance  and  he  would 
get  me  part  of  a  hquor  distributorship. 

"Here's  how  he  put  it:  T  want  you 
to  front  for  me.'  He  was  talking  about 
one    of    our    distributorships    in    Las 


"Izzy  Becker  was  close 
to  Rik.  Anyone  else 

who  even  came  close^ 
he  knocked  off/' 


Vegas,  Reno  or  Hawaii.  They  do  over 
$200  million  in  sales  and  are  so 
strong  other  brands  use  us,  too. 

"The  guys  who  ran  the  distributor- 
ship would  have  20%  ownership;  80% 
would  be  in  my  name,  but  half  of 
that-40%-would  really  be  his.  Beck- 
er is  a  smart  guy  on  finance,  but  he 
has  the  heart  of  a  pirate. 

"So  I  say,  'Fine,  Izzy,  let's  put  all 
this  on  paper.' 

"He  says,  'We  can't.  It's  illegal. 
You'll  have  to  take  my  word.' 

"So  I  say,  'Suppose  you  die?'  He 
says,  'Rik  likes  you.  He'll  give  you 
what  you  want.' 

"Then  I  blew  up.  I  said,  'Take  that 
paper  and  shove  it.  I  don't  need  you.' 

"In  August,  before  I  left,  I  had  a 
talk  with  Rik.  I  asked  Rik  why  he 
needed  Becker.  He  replied,  'Everyone 
needs  a  hatchet  man.' 
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"Then  I  told  Rik,  'Never  turn  your 
back  on  Izzy  Becker.  With  both  your 
egos,  you  can't  coexist.  Either  he  will 
get  you  or  you  will  get  him.' 

"Rik,  acting  offended,  said,  'You 
forget   I    am    an    Israeli;    I'm    tough.' 

"I  replied,  'You  forget  how  many 
Israelis  died  in  the  surprise  attack  in 
the  Yom  Kippur  war.'  " 

Our  next  question  to  Goldberg 
was:  Do  you  think  Riklis  milked 
Schenley  for  Rapid? 

"Sure  he  did.  Schenley  contributed 
to  the  parent  company  from  the  sale 
of  Cutty  Sark  to  Northwest  Industries 
for  $120  million  and  $80  million  in 
dividends.  Do  you  realize  how  well  I 


"You  can't  mix  busi- 
ness with  that 

much  pleasure  and  do 
a  good  job.' 


// 


did— getting  profits  up  to  $31.5  mil- 
lion when  he  was  pulling  out  all  that 
surplus  and  leaving  all  the  debt?" 

A  striking  thing  about  Meshulam 
Riklis  has  always  been  the  loyalty  of 
his  friends.  It  has  always  been  hard 
to  find  someone  who  would  say  a 
bad  word  about  him  in  spite  of  the 
transparently  terrible  job  he  has  done 
running  the  companies  he  acquired. 
That  throws  some  light  on  Isidore 
Becker  and  what  Riklis  told  Gold- 
berg about  his  need  for  a  hatchet 
man.  The  charming  Mr.  Riklis.  The 
terrible  Mr.  Becker.  Dr.  Jekyll?  Mr. 
Hyde?  At  any  rate,  Goldberg  says 
he  is  still  fond  of  Riklis. 

"Rik  and  I  have  lunch  every  two 
months  now.  I  see  him  more  than 
when  I  was  with  the  company.  I'm 
advising  him  on  Schenley.  I  have  to. 
They  owe  me  $710,000.  I've  got  to 
keep  them  alive." 

But  Becker  is  another  matter. 

"Izzy  plays  pretty  tough.  Like  my 
son  was  with  Schenley,  and  when  I 
left  I  said,  'Do  you  want  me  to  take 
him  with  me?'  Izzy  said,  'No,  I  real- 
ly want  him  to  stay.'  Then  later  he 
fired  him.  Why  do  it  that  way? 

"Schenley  is  in  trouble.  Rik  him- 
self admitted  this  to  me.  We  took  28 
people  with  us,  including  secretaries, 
but  I  left  the  top  of  the  company  in- 
tact. I  didn't  take  the  heads  of  mar- 
keting, sales, '  production,  finance  or 
^  administration.  Only  the  heads  of 
public  relations  and  international. 

"So  Rik  asked  me,  'How  come  they 
worked  so  well  when  they  worked  for 
you  and  are  so  bad  now?'  I  told 
him,  'Because  the  ship  has  no  real 
captain.'  Howard  Feldman  is  presi- 
dent, not  captain.  That's  still  Becker. 


But  even  if  Feldman  was  captain,  I 
don't  think  he  could  cut  it." 

Forbes  pointed  out  that  the  1975 
Rapid-American  annual  report  says 
liquor  consumers'  taste  shifts  have 
hurt  Schenley  liquor  sales.  A  way  of 
saying:  It's  not  our  fault;  it's  the  fickle 
public.  Goldberg  bristled. 

"Bull!  You  mean  everyone  has 
stopped  drinking  Schenley?  Besides, 
Schenley  is  diversified  in  all  areas. 
What  they  lose  in  one,  they  should 
pick  up  in  another.  The  major  cause 
of  the  decrease  was  poor  management 
caused  by  lack  of  knowledge. 

"As  soon  as  I  left,  Becker  began 
running  Schenley,  and  it  started  to  go 
to  pot.  In  the  six  months  ending  July 
1974,  Schenley  made  $14.7  million 
after  taxes.  In  the  next  six  months 
ending  January  1975,  when  Izzy  ran 
Schenley,  earnings  after  taxes  were 
only  $9.3  million  as  against  $16.9  mil- 
lion after  taxes  for  the  six  months 
ending  January  1974. 

"The  sale  of  the  English  company 
that  makes  Long  John  Scotch  de- 
stroyed Schenley  as  an  international 
power.  In  selling  it,  they  lost  the  en- 
tree for  distribution  abroad  of  Schen- 
ley domestic  products.  Schenley  im- 
ports Dewar's  to  the  U.S.  but  doesn't 
own  the  company  or  have  the  rights 
to  sell  Dewar's  abroad.  So  having 
Long  John  to  sell  overseas  gave  them 
good  relations  all  over  the  world,  as 
in  France  and  Belgium  with  Martini 
&  Rossi,  in  Italy  with  Stock  and  in 
Spain  with  Pedro  Domecq. 

"Schenley  also  got  a  lucky  wind- 
fall. When  they  sold  the  importer  of 
Cutty  Sark  to  Northwest  Industries, 
Schenley  guaranteed  to  pay  $5  per 
case  if  case  sales  fell  below  a  certain 
amount.  So  Schenley,  years  ago, 
charged  $2.1  million  oft  against  this 
contingency.  In  the  end,  Schenley 
was  able  to  put  back  into  profit  all 
of  the  $2.1  million  charged  off. 

"But  this  current  year  Schenley  will 
have  no  $2.1  milhon  to  charge  back. 
I  figure  Schenley  will  be  very  lucky 
to  do  pretax  $42  million." 

Goldberg  goes  on  to  say  that  Schen- 
ley is  not  the  only  part  of  Rapid- 
American  in  decline;  ailing  though  it 
may  be,  Schenley  is  one  of  the 
healthiest.  Continued  Goldberg: 

"You  cannot  get  a  true  picture  of 
Rapid's  finances  and  profits  from 
looking  at  its  financial  reports.  You 
could  turn  a  CPA  loose  for  two  weeks 
and  you  still  couldn't  do  it. 

"Instead,  look  at  Rapid  my  way 
and  see  what  is  really  going  on.  Here 
was  a  $2.7-billion-revenues  company 
in  1974  with  aftertax  profits  of  only 
$29.5  million.  But  if  Schenley  made 
$31.5  million  aftertax,  and  Playtex, 
which  the  banks  later  forced  Rik  to 
sell  off,  made  another  $33.5  million. 


An  accountant  with  a  small  firm, 
Isidore  Becker  teamed  up  with  Rik- 
lis, soon  became  his  right-hand  man. 


then  the  rest  of  Rapid  must  be  lousy. 

"By  the  way,  did  you  ever  see  a 
deal  like  the  Playtex  sale  to  Esmark? 
The  banks  were  pushing  for  cash.  So 
Rik  told  Joel  Smilow,  the  head  of 
Playtex,  to  go  out  and  find  a  buyer, 
which  he  did.  Joel  got  a  $l-million 
finder's  fee,  and  I  have  no  trouble  with 
that  because  he  did  find  the  buyer 
and  was  not  an  oflBcer  or  director  of 
the  parent  company.  But  then  Rik 
took  $550,000  in  finder's  fees,  Becker 
another  $350,000,  and  they  got  away 
with  it." 

How  serious,  we  asked,  is  Rapid- 
American's  cash  problem?  Goldberg 
explained  that  for  t'le  year  ended 
Jan.  31,  1976  Rapid-American  had 
long-  and  short-term  debt  of  some 
$950-million  net,  without  counting 
nearly  $150-million  unamortized  debt 
discount.  On  this  Rapid  charged  in- 
terest  and   expense   of   $119   million. 

"But  to  service  all  this,  he  only 
has  Schenley— which  I  figure  will  at 
best  make  $42  million  pretax;  Lemer 
Stores— a  good,  solid  $60-million  pre- 
tax company;  McCrory,  at  best  good 
for  $5  million  to  $10  million  pretax; 
Otasco,  auto  supplies— another  $10 
million  pretax.  All  the  rest  will  make 
peanuts  or  wall  actually  lose  money. 
So  how  can  they  pay  off  the  debt?" 

Are  you  talking  about  bankruptcy. 
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we  asked?  Goldberg  answered: 

"To  me,  it's  only  a  matter  of  time, 
one  to  five  years.  Of  course,  there  is 
one  way  out.  Everyone  loves  Rik,  and 
in  the  past  they  have  saved  him. 
Moreover,  the  banks  loaned  him  so 


but  inside  he  seemed  to  be  raging,  his      is  illegal  and  I  don't  do  illegal  things. 


face  flushed.  When  he  did  speak,  he 
often  sputtered. 

"Call  me  Iz.  Everyone  does,"  Beck- 
er began.  Like  a  patient  slugger,  he 
tried  to  foul  oflF  each  Goldberg  charge 


much  money  they  may  feel  they  can't      we  pitched.  We  started  widi  the  big 
aflFord  not  to  save  him."  one:  When  Goldberg  became  Schen- 

FoRBES    wondered    where    Rapid's      ley  president,  the  company  boomed. 


board  was  when  the  company  was 
burning  and  its  boss  was  fiddling. 
Goldberg: 

"His  father,  Pinhas,  is  on  the  board. 
He  just  put  his  daughter  on  it.  Per- 
sonally, I  don't  blame  his  board.  I 
blame  the  Securities  &  Exchange 
Commission.  They  shoiJdn't  permit  a 
man  to  make  that  huge  salary  and 
also  run  his  own  private  conglomerate 
on  the  side— American  International 
Travel  Service  [which  operates  res- 
taurants, packaged  toxirs  and  Las 
Vegas'  Riviera  Hotel].  Rik  can't  do 
both  jobs.  No  one  can." 

Listening  to  Goldberg,  one  is  re- 
minded of  Napoleon  on  Elba,  dream- 
ing of  leading  the  Grand  Army  again. 
Would  Goldberg  like  a  new  chance? 

"I've  had  several  oflFers  to  go  back 
to  Schenley.  But  there  is  no  way  I 
can  without  merging  American  Dis- 
tilling with  Schenley.  After  all,  I  owe 
a  lot  to  all  the  guys  who  gambled 
and  came  with  me.  I  can't  leave  them 
out  on  a  limb.  Besides,  there's  my 
own  equity  position  in  American  Dis- 
tilling. You  know,  they  call  me  the 
liquor  industry's  Catfish  Hunter." 

There  are  at  least  two  sides  to  ev- 
ery question.  So,  while  Rapid's  num- 
bers certainly  look  terrible  and  while 
Goldberg's  explanations  for  them  seem 
plausible,  we  tried  all  this  out  on  the 


Now  under  Becker  it  has   declined. 
Becker  swatted  at  it. 


'Schenley's  inventories  have  risen 
because  the  cost  of  wood  for  barrels, 
which  may  only  be  used  once,  has 
gone  up  and  so  has  the  price  of  com. 
No  accounting  changes  have  capi- 
talized costs  into  whisky  inventory, 
which  would  have  formerly  been 
WTitten  oflF  as  expenses." 
^  We  saved  a  prickly  question  for 
last.  Was  it  true  that  Schenley  lent 


"Goldberg's    big   $31.5    million    in  President   Feldman   money   to   cover 

earnings   was    a   freak   caused   by   a  some    crap-shooting   losses?    Becker's 

strike  threat  and  stockpiling  by  dis-  smile  faded  and  the  nerves  jumped 

tributors  of  high-profit  Dewar's   and  in  his  neck.  "It's  not  true."  He  turned 


^'Goldberg  was  told  a  year  in  advance  I  would  not 
renew  his  contract,  ...  I  wanted  to  make  Howard 
Feldman  president— a  better  marketing  man.' 


ff 


Mateus  wine.  A  change  in  the  fiscal 
year  also  inflated  it  by  adding  an  ex- 
tra month.  No  one  expected  the  fol- 
lowing years  to  be  anything  like  that. 

"Goldberg  is  wrong  when  he  says 
Schenley  will  only  make  $38  miUion 
to  $42  miUion  pretax  this  fiscal  year. 
It  will  do  at  least  $45  miUion  pre- 
tax." Becker  gave  us  the  nine-month 
earnings— $31  million  pretax  vs.  $28.6 
million  pretax  the  previous  year. 
(The  fourth  quarter,  of  course,  has 
to  be  a  big  one  to  make  the  higher 
forecast.  Schenley  must  earn  $14  mil- 
hon  pretax  in  this  final  quarter,  up 
from  $11.5  million  the  year  before.) 


and  pointed  at  Feldman  who  was 
fuming  at  the  question:  "He's  silent, 
but  it  is  eating  him  up  inside.  I  know 
this  good  man,  and  he's  fighting  to 
keep  control.  Yes,  there  was  one  year 
I  made  him  a  loan  in  December  to 
be  canceled  against  a  bonus  in  Jan- 
uary. He  got  a  bigger  bonus  that 
year  than  Goldberg,  but  he  deserved 
a  bigger  one." 

While  the  interview  was  going  on, 
six  Schenley  executives  waited 
patiently  in  the  anteroom.  When  the 
interview  concluded,  Becker  brought 
in  the  six  and  introduced  them. 
One  by   one,   they  were  led  into   a 


'Goldberg  had  nothing  to  do  with      private    room    to    speak    alone    with 


the  rise  in  earnings  of  Schenley,  be- 
cause he  was  only  president  and  I 
was  chief  executive  ofiicer  and  chair- 


^'Goldberg  had  nothing  to  do  with  the  rise  in  earn- 
ings of  Schenley,  because  he  was  only  president, 
and  I  was  chief  executive  officer  and  chairman.'' 


company  itself. 

"We  deny  everything,"  said  Mar- 
sha Lane,  in  charge  of  Schenley 
public  relations.  "Becker  and  Feldman 
are  easy  men  to  work  for.  The  compa- 
ny has  never  been  stronger.  No  one 
who  left,  including  Mr.  Goldberg,  has 
been  missed." 

Later  the  same  day,  Becker  himself 
faced  us,  a  bald,  big-shouldered  man 
displaying  an  ear-to-ear  smile. 
Smooth.  Good  control  of  language. 
Very  careful  not  to  say  one  negative 
word  about  Bemie  Goldberg. 

At  Becker's  right  hand  sat  Pres- 
ident Howard  Feldman,  a  beefy  man 
who  looked  older  than  his  58  years. 
Feldman  let  Becker  do  the  talking. 


man.  Nor  can  he  say  he  was  only 
responsible  for  results  through  July 
1974  when  he  stayed  and  collected 
his  salary  through  November. 

"Goldberg  was  told  a  year  in  ad- 
vance I  would  not  renew  his  contract, 
because  I  wanted  to  make  Howard 
Feldman  president— a  better  market- 
ing man."  Pressed,  Becker  admitted 
offering  Goldberg  a  one-year  contract 
because  he  wanted  time  to  break 
Feldman  in.  He  also  admitted  he  of- 
fered to  help  Goldberg  buy  a  liquor 
distributorship  after  he  left  the  com- 
pany, but  only  to  help  Goldberg  ad- 
just to  his  demotion.  As  for  asking 
Goldberg  to  front  for  him,  he  said  he 
couldn't  have  possibly  done  so— "That 


Forbes.  It  was  the  same  story  over 
and  over.  Yes,  Bemie  Goldberg  was 
a  good  president,  but  so  is  Feldman. 
Becker?  Of  course,  they  all  liked 
working  for  Becker.  Only  one  ol  the 
executives  said  anything  different  and 
he  disparaged  Goldberg,  saying  he 
tried  to  run  the  company  as  if  he 
owned  it.  Which  he  didn't. 

Later  we  asked  Becker  if  he  per- 
sonally was  interested  in  buying 
Schenley.  He  smiled  that  broad  smile. 
"If  Schenley  were  available  for  sale, 
I  would  like  to  try  to  buy  it.  But  I 
have  not  contacted  the  company." 
(An  interesting  quote  from  a  man 
who  is  both  chairman  of  Schenley  and 
vice  chairman  of  its  parent. ) 

So  there  it  is.  Quite  a  fight.  But 
weep  not  for  Meshulam  Riklis.  Weep 
instead  for  his  stockholders,  his 
bondholders  and  the  thousands  of 
people  who  labor  in  Rapid's  myriad 
divisions.  This  is  not  the  kind  of 
story  you'll  ever  get  from  an  annual 
report  or  even  in  a  Harvard  Business 
School  case  study,  but  it's  a  slice-of- 
life  account  of  what  seems  to  go  on 
inside  of  a  major  conglomerate.  ■ 
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All  The  New 

President's 

Men 

Will  the  new  President  just 
sweep  clean— or  raise  hell 
—at  the  regulatory  agencies? 

Thanks  to  a  combination  of  current 
vacancies  and  expiring  terms,  Presi- 
dent-elect Carter  will  have  a  chance 
to  name  over  one-third  of  the  mem- 
bers of  11  major  regulatory  agencies, 
including  the  heads  of  nine  of  them 
during  his  first  year  in  oflRce.  These 
agencies  are  rightly  called  the  fourth 
branch  of  government;  and  the  views 
of  Carter's  appointees  will  be  a  reli- 
able guide  to  his  intentions. 

A  lot  of  outsiders  think  they'll  have 
a  say  in  the  selection  process.  Ralph 
Nader,  for  example,  became  a  Carter 
stalwart  after  a  weekend  umpiring 
Softball  games  at  the  President-elect's 
hometown  back  in  August.  He's  mak- 
ing lots  of  suggestions.  But  so  are  men 
connected  with  regulated  industries 
who  were  also  eager  Carter  backers. 
Among  them:  Tom  Beebe,  chairman 
of  Delta  Air  Lines;  Alan  Boyd,  vice 
chairman  of  Illinois  Central  Gulf  Rail- 
road and  a  former  Secretary  of  Trans- 
portation; John  Fishwick,  president  of 
Norfolk  &  Western  Railway;  Leonard 
Reinsch,  an  executive  at  Cox  Broad- 
casting; and  Jack  Stephens,  who  owns 
a  large  Little  Rock  brokerage  firm.        • 

Here's  a  rundown  of  how  a  Demo- 
crat in  the  White  House  may  affect 
six  major  agencies. 

Civil  Aeronautics  Board:  Votes  at 
this  five-man  agency  often  split  along 
party  lines,  and  a  Democratic  major- 
ity could  change  things  considerably. 
Deregulation-prone  Chairman  John 
Robson,  a  Ford  appointee,  has  ruf- 
fled the  airline  industry's  feathers 
through '  moves  like  the  loosening  of 
domestie  charter  rules.  More  such  ac- 
tions—instead of  failure  to  approve 
rate  increases— could  occur  under 
Democratic  leadership.  Powerful  Sen- 
ator Howard  Cannon  (Dem.,  Nev. ) 
says  he'll  take  a  close  look  at  CAB 
legislation  next  year,  and  the  Board's 
recommendations  will  surely  influence 
the  outcortie. 

Federal  Communications  Commis- 
sion: Since  1968  the  FCC  has  been 
busy  digesting  landmark  decisions  of 
a  Democratic  majority  led  by  then 
Commissioners  Kenneth  Cox  and 
Nicholas  Johnson.  Now,  however,  it 
will  take  time  for  Carter  to  dominate 
the     seven-man     Commission.     Aside 


Buddies.  President-elect  Carter  has  said  he  wants  his  regulatory  ap- 
pointees to  be  acceptable  to  Ralph  Nader.  That  worries  some  businessmen. 


from  designating  a  new  chairman 
(probably  Commissioner  Benjamin 
Hooks),  he  will  not  get  to  fill  an  FCC 
vacancy  until  June.  Carter  supports 
expanded  competition  in  telecommu- 
nications—something that  could  hurt 
American  Telephone  &  Telegraph  in 
its  efforts  for  legislation  to  override 
FCC  policy  in  that  area. 

Federal  Power  Commission:  This 
agency  has  been  the  energy  indus- 
try's best  friend  in  the  battle  to  de- 
regulate natural  gas  prices.  While 
Carter's  precise  position  on  this  top- 
priority  issue  isn't  known,  he  and  his 
FPC  appointees  will  surely  end  the 
present  legislative  deadlock.  Carter 
seems  to  favor  distinguishing  between 
onshore  and  offshore  gas,  and  gradual- 
ly phasing  out  current  price  ceilings. 

Activists'  Target 

Federal  Trade  Commission:  Until 
Nixon  appointees  Caspar  Weinberger 
and  Miles  Kirkpatrick  shook  things  up 
in  1969,  the  Trade  Commission  was 
largely  a  political  dumping  ground. 
Since  then,  however,  the  FTC  has 
filed  a  number  of  major  complaints. 
Most  of  them  will  be  resolved  over 
the  next  few  years— including  its 
1973  monopoly  case  against  eight  big 
oil  companies,  similar  litigation  in- 
volving four  cereal  marketers  and  a 
suit  over  General  Motors'  pricing  of 
automobile  crash  parts.  If  activists 
could  get  their  men  in  only  a  few 
Carter  slots,  they  would  probably 
prefer  the  FTC  with  its  broad  anti- 
trust and  consumer  jurisdiction. 

Interstate  Commerce  Commission: 
The  ICC,  oldest  of  the  regulatory 
agencies  (created  in  1887),  may  be 
due  for  fundamental  reform.  Already 
Carter  aides  talk  of  reorganization 
that  would  reduce  it  from  11  to  five 
members  and  streamline  archaic  pro- 
cedures.  Four  seats  will  soon  be  va- 


cant, making  now  a  propitious  time 
for  change.  On  the  policy  side.  Carter 
scored  political  points  by  supporting 
federal  aid  for  railroads— while  Ford 
Administration  opposition  irked  many 
in  that  industry.  He  also  pleased 
truckers  by  opposing  Ford  proposals 
to  ease  entry  into  their  business.  Car- 
ter ICC  appointees  must  deal  with 
those  regulatory  issues  as  well  as  a 
passel  of  chores  assigned  in  last 
spring's  rail  reform  legislation. 

Securities  <b  Exchange  Commission: 
Though  Carter  will  quickly  be  able 
to  name  two  of  its  five  Commissioners, 
this  agency  will  probably  be  affected 
least  by  the  new  Administration.  The 
SEC  already  is  an  activist  regulatory 
body.  Leadership  changes  won't  alter 
that  stance.  One  possible  difference 
in  focus:  Outgoing  Chairman  Roder- 
ick Hills  has  worked  to  eliminate  what 
he  felt  were  the  excessive  burdens  of 
disclosure.  It  isn't  likely  that  his  Dem- 
ocratic successor  will  make  that  an 
area  of  top  priority.  Instead,  the  drive 
could  be  for  expanded  enforcement 
as  well  as  urging  Congress  to  update 
securities  laws.  That  would  make  it 
easier  for  the  SEC  to  defend  its  ac- 
tions in  court. 

Carter  will  have  an  impact  on  all 
the  agencies,  of  course— including  less 
well-known  bodies  such  as  the  Con- 
sumer Product  Safety  Commission, 
the  Federal  Maritime  Commission  and 
the  National  Labor  Relations  Board- 
but  his  own  regulatory  philosophy  is 
still  unclear.  Candidate  Carter,  how- 
ever, did  say  he  wants  to  create  at 
least  one  new  body— a  controversial 
Consumer  Protection  Agency.  It 
would  field  a  staff  of  lawyers  paid  to 
take  public  interest  positions  before 
other  agencies.  For  the  past  four 
years,  Congress  has  failed  to  approve 
Nader-sponsored  proposals  to  set  up 
such  a  group.   ■ 


II 

( 
I 


FORBES,    NOVEMBER    15,    1976 


33 


Is  There  Life  After  I5%? 

Britain  is  about  to  learn  that  monetary 
policy  is  no  substitute  for  common  sense. 


By  MARILYN  DAMMERMAN 

Borrowing  has  never  been  cheap  in 
Britain,  but  October's  15%  govern- 
ment-set bank  rate— a  two-point  leap 
in  one  day— was  a  real  jolt.  It  means 
xinprecedented  16%  interest  rates  for 
blue-chip  companies,  while  the  U.S. 
prime  rate  is  only  6%%.  The  idea  was 
to  tighten  money,  thus  pacifying  the 
International  Monetary  Fund,  which 
has  again  been  called  in  to  bail  out 
Britain  with  a  big  loan. 

Theoretically,  the  rate  move,  by 
cutting  private  demand  for  money, 
should  make  it  easier  for  Britain  to 
finance  its  deficit  by  selling  govern- 
ment securities.  According  to  ortho- 
dox monetary  theory,  the  move  should 
also  slow  inflation  by  cutting  the  mon- 
ey supply,  and  help  persuade  inves- 
tors to  hold  on  to  their  sterling. 

For  Britain's  hard-pressed  private 
industry,  however,  this  conventional 
monetarist  medicine  will  have  pain- 
ful side  effects  that  may  be  worse 
than  the  disease.  The  two-point  in- 
crease in  interest  rates  will  cost  pri- 
vate industry  close  to  $600  million  a 
year  in  higher  interest  costs— $1.6 
million  a  day.  "That's  a  hell  of  a  rate 
to  cover,"  sighs  one  big  company's 
finance  director.  The  Bank  of  En- 
gland insists  the  measiue  is  only  tem- 
porary. The  fear  in  the  London  mon- 
ey market  is  that  when  the  rate  does 
move,  it  will  go  up,  not  down.  What 
has  made  borrowing  possible  for  the 
government  has  made  it  impossible 
for  industry.  London's  Economist 
commented,  "The  money  borrowed  to 
keep  [public  workers]  featherbedded 
is  now  putting  [private  sector  work- 
ers] on  the  dole." 

Crushing  Burden 

Debt  cost  is  crucial  in  Britain  be- 
cause companies  have  so  much  of  it. 
The  equity  market  in  Britain  is  thin- 
ner than  in  the  U.S.,  and  in  recent 
years  it  has  been  as  depressed  as  ev- 
erything else  about  the  economy.  The 
25  biggest  British  companies  have  an 
average  debt-to-equity  ratio  of  well 
over  60%,  while  the  25  biggest  U.S. 
companies  come  out  at  around  40%. 
To  get  specific,  the  Rank  Organisa- 
tion, parent  of  Rank  Xerox,  will  prob- 
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ably  have  around  $500  million  in 
debt  by  the  end  of  the  fiscal  year, 
while  common  equity  will  be  $460 
million.  Last  year's  interest  came  to 
$25  million  for  Rank,  net  income  to 
$51  million.  Reed  International,  a  big 
paper  and  building  materials  compa- 
ny, has  1.6  times  as  much  debt  as 
equity.  Cavenham  Foods,  owner  of 
Grand  Union  supermarkets,  has  1.4 
times  as  much. 

The  long-term  debt  picture  tells  on- 
ly half  the  story.  For  all  companies 
except  the  self-financing  few,  the  15% 
bank  rate  means  deferred  or  axed 
investment.  But  for  many  the  prob- 
lem is  much  more  immediate.  In 
Britain,  heavy  short-term  debt  and 
even  big  overdrafts  are  common. 
While  some  short-term  borrowings 
are  one  year  to  maturity,  others  are 
rolled  over  quarterly— at  revised  in- 
terest rates.  Some  even  vary  daily. 

On  the  basis  of  figures  from  Data- 
stream  International,  a  firm  that  pro- 
vides computerized  company  analy- 
sis for  European  stockbrokers,  37  of 
Britain's  85  largest  industrial  compa- 
nies had  negative  net  cash  positions 
—more  short-term  borrowings  than 
cash  and  securities— at  the  last  year's 
end.  Among  them:  Imperial  Group 
(tobacco),  Dunlop,  Hawker  Siddeley, 
F.W.  Wool  worth,  Bowater  (forest 
products)  and  Cadbury  Schweppes. 
Some  big  property  companies  have 
short-term  loans  of  45%  of  total  as- 
sets. Peninsular  &  Oriental,  J.  Lyons 
(food)  and  Grand  Metropolitan,  own- 
er of  the  Europa  Hotels,  all  with  big 
short-term  debts,  paid  interest  far  in 
excess  of  their  pretax  profits  last  year. 
British  Leyland  had  interest  payments 
that  were  69%  of  the  company's  pre- 
tax deficit,  or  $84  million.  "The  effect 
on  immediate  cash  outflow,"  says  C.J. 
Smith,  finance  director  of  Grand  Met- 
ropolitan,  "is,    well,    quite   material." 

British  companies  with  worldwide 
earnings  often  concentrate  their  heavy 
borrowings  in  dollars,  at  U.S.  interest 
rates,  to  be  repaid  from  dollar  profits. 
But  some  have  been  too  clever  by 
half.  Attracted  by  Swiss  interest  rates, 
the  lowest  in  the  world,  British  Air- 
ways borrowed  Swiss  francs,  as  well 
as  dollars,  to  be  paid  back  out  of 
sterling  earnings— then  watched  ster- 


ling slide.  Without  forward  foreign 
exchange  cover,  the  Swiss  and  U.S. 
loans  have  ended  up  costing  an  extra 
$50  million— so  far.  From  now  on, 
companies  will  be  careful  about  using 
that  ploy. 

The  British  government  is  on  a 
treadmill  with  its  interest  rate.  It  real- 
izes that  in  the  long  run  the  country 
needs  healthy  profits  to  pay  for  its 
swollen  public  sector.  The  Labour  gov- 
ernment is  actually  saying  it  wants 
to  encourage  better  profits  to  make 
investment  attractive.  This  is  Labour's 
so-called  "industrial  strategyl" 

The  real  problem  in  Britain  is  that 
too  many  resources  are  being  chan- 
neled into  the  public  sector  and  too 
few  into  the  productive  private  sec- 
tor. This,  in  itself,  is  a  major  cause 
of  inflation  (see  p.  121).  But,  lacking 
the  political  strength  to  do  the  neces- 
sary cutting  back,  the  government  is 
falling  back  on  a  rather  sterile  use  of 
monetary  policy.  That  kind  of  policy 
might  have  worked  in  Adam  Smith's 
England.  It  won't  work  in  a  modern 
welfare  state.  ■ 
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Here  Comes  Bloomie^s 

(And  May's  And  Allied  And  Associated) 

Is  the  local  department  store  going  the  way  of  the  local  brewer?  It  could  happen. 


Then  there's  the  story  of  the  Scars- 
dale  matron  who  decided  she  wanted 
to  try  transcendental  meditation.  She 
needed  a  mantra:  the  essential  secret 
word  that  would  make  her  feel  re- 
laxed and  comfortable,  perhaps  even 
elated.  After  due  deliberation,  she  se- 
lected the  obvious:   "Bloomingdale's." 

There's     no     question     but     that 
Bloomingdale's  has  a  mantra-like  ef- 
fect on  the  throng  of  young  Upper 
East    Side    Manhattanites— and    Man- 
hattanites    turned    suburbanites— who 
swarm  through  its  stores  each  Satur- 
day.      Are       mantras       transferable? 
Bloomingdale's,  one  of  highly  profit- 
able   Federated    Department    Stores' 
most     profitable     units,     hopes     so. 
Bloomingdale's   management   is   gam- 
bling   that    its     Manhattan-youthful- 
trendy  image  will  rub  off  on  the  big 
new  store  it  launched  in  September 
in  the  Washington,  D.C.  area  with  a 
bash  that  one  veteran  partygoer  de- 
scribed as  "New  York-style  bar  mitz- 
vah."   Explains    Federated   Chairman 
Ralph  Lazarus:  "The  growth  of  a 
Federated    division    is    no    longer 
limited  by  the  size  of  a  newspaper 
coverage  area— the  rule  of  thumb 
formerly   accepted   by   the   indus- 
try." What  Lazarus  means  is  that^ 
as  an  established  national  mantra, 
Bloomingdale's  need  no  longer  de- 
pend   on    a    local    reputation    es- 
tablished and  reinforced  by  a  gen- 
eration  of  newspaper   advertising. 

National  chains  of  specialty 
stores  are^nothing  new.  Saks  Fifth 
Avenue,  Gimbel  Brothers'  carriage- 
trade  store,  spreads  from  coast  to 
coast  wherever  the  affluent  gath- 
er. So  do  the  branches  of  Associ- 
ated Dry  Goods'  Lord  &  Taylor. 
The  upper  crust,  whether  tem- 
porarily settled  in  Palm  Beach  or 
Beverly  Hills,  has  always  been  as- 
sumed to  share  a  common  sense  of 
what  was  "in."  But  most  depart- 
ment stores  like  Bloomingdale's 
were  different.  Although  strict  de- 
finitions are  difficult,  specialty 
stores  usually  have  a  limited  fash- 
ion line  which  caters  to  the  upper- 
income  customer.  Also,  unlike  de- 


partment stores,  they  rarely  carry  such 
items  as  furniture  and  appliances 
which  often  must  be  geared  to  local 
tastes.  Thus,  it  was  previously  as- 
sumed that  the  department  stores' 
customers  would  respond  best  to  a 
local  image.  But  Bloomingdale's  is 
betting  that  one  area's  idea  of  chic 
will  catch  on  elsewhere. 

As  far  as  Washington  is  concerned, 
it  looks  as  if  Bloomie's  was  right.  At- 
tending a  preview  for  the  store,  Betty 
Ford  proclaimed  she  thought  every- 
one in  Washington  had  been  waiting 
for  it.  Since  then  the  243,000  square 
feet  of  ultrachic  decorations  and  dis- 
play cases  in  Tysons  Comer,  Va.  have 
been  thronged  like  it  was  Christmas. 
Okay.  That's  Washington.  But  will  it 
happen  elsewhere,  too? 

Federated  thinks  so.  Another  one 
of  its  divisions,  Lazarus  of  Columbus, 
Ohio,  has  already  gone  171  miles  into 
Indianapolis.  Its  Bullock's  of  Los  An- 
geles will  go  389  miles  into  Phoenix, 
Ariz,  in  1977. 


^fe 


And  though  they  may  not  call  it 
regionalization  like  Federated,  many 
other  major  retailers  are  venturing 
farther  afield.  May  Department 
Stores'  Famous-Barr  group  will  move 
80  miles  from  its  St.  Louis  base  into 
Springfield,  111.  in  1977.  Detroit's  J.L. 
Hudson  has  opened  a  department 
store  153  miles  away  in  Grand  Rapids 
and  another  store  109  miles  away  in 
Saginaw. 

Why    have    the    big    chains    been 
moving  out  of  their  established  terri- 
tories? In  part  because  the  older  pat- 
tern of  expansion  is  no  longer  practic- 
able.   This    involved    moving    into    a 
growing    fringe    area    and    absorbing 
losses  while  building  up   traffic.   But 
this  is  getting  prohibitively  expensive. 
One  reason  is  the  cost  of  construc- 
tion.  With  a  minimum  of   ten  acres 
needed  to  support  a  180,000-square- 
foot  store  and  the  cost  of  land  in  high 
density  areas  running  about  $30,000 
or  more  an  acre,  land  costs  alone  can 
range  up  to  $500,000  in  major  sub- 
urban shopping  centers.  This  is  on- 
ly the  start.  Construction  of  a  gen- 
eral department  store  costs  on  av- 
erage  $50  to  $60  a  square  foot, 
and  a  specialty  store,  trying  to  cre- 
ate an  ambience  to  match  its  high 
prices,   $60   to   $75,    So,   you   are 
talking  $10  million  to  $15  million 
for  a  shopping  center  department 
or  specialty  store. 
^  In  order  to  get  the  necessary  re- 

turn on  that  investment,  depart- 
ment stores  need  immediate  yearly 
sales  of  $85  to  $100  per  square 
foot  and  specialty  stores  up  to 
$125  per  square  foot.  The  average 
shopping  center  usually  brings  in 
something  closer  to  $75  per  square 
foot.  This  means  potential  losses  for 
more  years  than  many  manage- 
ments can  undertake. 

"Thus  the  familiar  hedgehop- 
ping  suburban  growth  of  the  last 
two  decades  is  giving  way  to  dra- 
matic regional  and  transcontinental 
expansion,"  says  Federated's  Laz- 
arus. The  majority  of  department 
stores  have  saturated  their  primary 
markets.  "So  they  are  looking  for  a 
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place  where  size  of  market,  the  in- 
come l<;vel,  growth  or,  honestly,  where 
cf>mpctition  will  let  them  get  a  toe- 
hold," explains  a  Midwest  department 
store  executive. 

Washington  is  a  hot  new  area  for 
that  kind  of  expansion  because  Wash- 
ington and  environs  has  the  highest 
median  income  in  the  U.S.— some 
$17,0(K)  p<r  family.  By  1974  one  out 
of  five  families  earned  more  than 
$25,0(X).  Perhaps  it  was  inevitable 
national  department  stores  would 
move  in.  Although  there  are  other 
important  Washington  retailers,  the 
big,  solely  local  competitor  is  Wood- 
ward &  Lothrop.  The  American  Stock 
Exchange-listed  company  did  $218 
million  last  year  from  one  large  down- 
town store  and  11  suburban  branches. 

In  Florida,  meanwhile,  the  free- 
spending  tourist  trade  has  already 
stimulated  big  retail  expansion.  Al- 
lied's  Maas  Brothers  was  dominant 
in  western  Florida;  Federated's  Bur- 
dine's  shared  eastern  Florida  with 
Boston-based  Jordan  Marsh.  But  for 
three  years  other  retailers  have  been 
moving  in  on  Maas  Brothers.  "Florida 
is  a  very  compe^titive  market  today  and 
it's  a  real  challenge  for  the  merchant 
to  operate  effectively  in  some  cities," 
Cf>ncedes  Frank  W.  Harvey,  president 
of  Maas  Brothers.  "The  Tampa  area 
is  definitely  overstored.  .  .  .  The  weak- 
er store  will  get  hurt." 

Room  For  Everyone? 

Prime  target  for  invasion  by  the 
national  department  stores  is  the  Sun- 
belt, whose  population  has  been  grow- 
ing at  nearly  double  the  national  rate 
over  the  last  decade.  At  the  moment, 
according  to  Chain  Store  Age,  barely 
200  of  the  987  full-line  department 
stores  operated  by  the  seven  major 
chains  are  located  in  the  Sunbelt.  This 
is  changing  fast.  In  the  next  18 
months,  24  of  65  full-line  stores  it  has 
polled  will  set  up  shop  in  the  15- 
stato  market.  "It  all  adds  up  to  a  new 
dimension  in  southern  retailing  that 
will  be  the  hottest  competitive  sit- 
uation in  this  country  in  tlie  last  two 
decades,"  declares  John  B.  Lightfoot 
Jr.,  editor  of  Chain  Store  Age. 

Why  do  stores  move  toward  the 
same  areas  simultaneously?  Because 
they  can't  resist  the  urge  for  growth. 
Rof>ert  F,  Zaloudek,  senior  vice  presi- 
dent for  Larry  Smith  &  Co.  in  Chica- 
go, says  the  rationalization  is:  "The 
market  will  eventually  reach  a  point 
where  youll  get  normal  share,  but  if 
you  didn't  go  into  the  market  now,  it 
might  be  closed  to  you  forever." 

Before  it's  over,  somebody  will  be 
hurt.  Maybe  it  will  be  the  locals,  may- 
be the  national  invaders.  But  in  the 
end,  some  of  the  mantras  will  lose 
their  charm,  ■ 


Congress  And  Options 

One  new  law  trims  the  tax  advantages  of  options. 
Another  might  give  small  speculators  a  better  shake. 


Changes  are  coming  to  the  fledgling 
market  in  listed  options  because  Con- 
gress enacted  two  bits  of  legislation 
before  it  went  home  this  fall.  The  first 
makes  income  from  expired  options 
nontaxable  to  tax-exempt  organiza- 
tions. The  second  says  such  income,  if 
earned  by  individuals  or  taxable  insti- 
tutions, will  be  treated  as  capital  gains 
rather  than  as  regular  income.  In 
time,  the  two  bills  will  bring  a  change 
in  market  participation  and  in  who 
wins  and  who  loses. 

Since  the  options  market  was  cre- 
ated in  1973,  success  stories  have  been 
coming  primarily  from  the  people  who 
write,  or  sell,  the  options— brokerage 
houses,  individuals,  insurance  compa- 
nies, banks  and  a  few  pension  funds 
and  other  tax-exempt  outfits. 

The  trend  has  gone  against  buyers 
of  options,  partly  because  of  supply 
and  demand.  The  booming  options 
market  has  created  large  demand,  so 
the  price  writers  get  for  giving  up  a 
claim  on  their  stock  has  been  high, 
up  to  15%  of  the  value  oi  the  stock. 
Thus,  writing  covered  options  has 
been  a  relatively  easy  way  to  make  a 
buck.  The  only  real  way  you  could 
lose  was  if  the  stock  dtropped  dra- 
matically—though, of  coarse,  if  it  rose 
dramatically  and  your  stock  was  called 
away,  you  lost  opportunity. 

Option  buyers,  by  contrast,  often 
lose  the  money  they  put  out.  But  they 
win  big,  with  little  capital  risked,  if 
the  stock  they  have  a  claim  on  rises 
well  above  the  striking  price. 

The  two  new  laws  from  Washing- 
ton are  expected  to  bring  more  sell- 
ers into  the  market,  which  will  tend 
to  push  premiums  down  and  give  buy- 
ers a  better  bargain. 

The  first,  .sponsored  by  Represen- 
tative Dan  Rostenkowski  (Dem.,  111.), 
passed  almost  accidentally.  Congress, 
fearing  its  big  tax  bill  was  bogged 
down,  searched  for  a  noncontrover- 
sial  vehicle  to  carry  the  tax-cut  ex- 
tensions it  wanted.  The  Rostenkowski 
bill,  which  had  lagged  unloved  but 
unopposed  in  three  Congresses,  was 
chosen,  and  was  on  the  President's 
desk  in  a  flash. 

The  bill  provides  that  any  income 
that  tax-exempi  institutions,  notably 
pension  fimds,  get  from  option  writ- 
ing is,  like  income  from  investments, 
nontaxable.  Until  this  bill  was  passed, 
no  one  knew  for  sure  whether  such 
income  was  taxable  or  not,  but  it  was 
widely  assumed  that  the  Internal  Rev- 
enue Service  would  consider  it  taxable. 


That  kept  pension  funds  and  other 
institutions  out. 

Now  that  the  obstacle  has  been  re- 
moved, however,  there  has  been  no 
stampede  of  pension  fimds  rushing  to 
the  option  market.  One  reason,  of 
course,  is  that  passage  of  the  bill  was 
a  bit  of  a  surprise. 

Another  is  that  pension  fund  man- 
agers weren't  all  that  eager  to  be 
involved  in  the  options  market  anyway. 
The  tax  problem  was  a  convenient 
excuse  to  stay  out  of  a  tricky  and 
complicated  market;  easier  just  to  buy 
International  Business  Machines  and 
triple-A  bonds. 

But  a  few  pension  fund  managers 
favorably  disposed  toward  options 
have  now  gone  in.  Walter  Sail,  vice 
president  of  Irving  Trust  Co.,  says  his 
money  management  group,  which  has 
some  experience  in  options,  has  been 
getting  many  more  inquiries  and  15% 
to  20%  more  business  since  the  bill 
was  passed.  Many  more  fund  man- 
agers are  now  beginning  to  consid- 
er options;  a  few  are  developing  strat- 
egies and  pilot  programs. 

The  Loophole  Effect 

The  second  bill,  sponsored  by  Rep- 
resentative Abner  Mikva  (Dem.,  111.), 
another  Chicago  legi.slator,  and  at- 
tached to  the  tax  bill  itself,  was  os- 
tensibly for  the  purpose  of  "closing  a 
tax  loophole."  The  IRS  had  ruled  that 
the  income  an  investor  received  from 
writing  an  option  was  ordinary  in- 
come, not  a  capital  gain.  That  cre- 
ated a  potential  tax  play  for  option 
writers.  If  the  stock  went  up,  they 
could  buy  back  the  option  at  a  loss 
and  sell  the  stock  at  a  profit,  charg- 
ing the  lo.ss  to  ordinary  income  and 
treating  the  profit  as  a  capital  gain. 

Closing  the  "loophole"  may  have 
had  the  effect  of  discouraging  writ- 
ers, but  at  the  same  time  the  bill 
opened  the  door  to  mutual  funds 
heretofore  constrained  from  full  par- 
ticipation in  the  options  market  by 
the  90/10  rule.  This  rule  states  thai 
only  10%  of  a  fund's  income  can  be 
from  noninvestment  sources.  Since  op- 
tion premiums  are  now  considered 
capital  gains,  mutual  funds  can  write 
more  of  them. 

The  effect  of  all  these  changes  wonl 
be  immediate;  the  volatility  of  the 
stock  market  has  a  more  immediate 
effect  on  option  prices.  But  over  the 
longer  run,  there  should  be  more  peo- 
ple willing  to  write  options,  and  the 
premiums  should  come  down  a  bit.   ■ 
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Another  Chrysler  Turnaround: 
But  Is  This  One  For  Real? 


Chrysler  will  earn  a  record  $5.90  a  share  this  year,  but 
Wall  Street's  reaction  seems  to  be:  We've  heard  that 
before.  Yet  this  time  could  be  different.  The 
auto  market  may  finally  be  moving  Chrysler's  way. 


By  PAUL  BLUSTEIN 

John  J.  Riccardo  was  unhappy  when 
the  New  York  Yankees  lost  their  third 
straight  World  Series  game. 

"I'm  a  Yankee  fan,"  grouses  Ric- 
cardo, 52,  who  is  now  chairman  and 
chief  executive  of  Chrysler  Corp. 
"And  besides  that,  we  were  planning 
on  running  commercials  all  during  the 
series,  so  we  hoped  it  would  go  all 
the  way  to  seven  games."  No  such 
luck.  Cincinnati's  Big  Red  Machine 
made  it  a  four-game  sweep  two  days 
later. 

Riccardo,  unlike  the  Reds,  hasn't 
made  a  clean  sweep,  but  he  certain- 


ly has  won  the  first  game.  In  the 
year  since  he  replaced  Lynn  A.  Town- 
send  as  Chrysler's  boss,  Riccardo  and 
his  right-hand  man.  President  Eugene 
A.  Cafiero,  have  run  an  impressive 
score.  In  the  first  nine  months  of 
1976,  the  No.  Three  automaker 
earned  $303.4  million  on  $11.5  bil- 
lion in  sales.  In  the  same  period  one 
year  ago,  Chrysler  lost  $231.8  million 
on  $8.4  billion  in  sales.  Its  back  was 
to  the  wall,  its  short-term  bank  bor- 
rowings sky-high.  This  year  Chrysler 
will  probably  earn  about  $355  mil- 
lion or  $5.90  a  share  (plus  a  tax  credit 
of  $1.45  a  share).  Its  short-term  bank 
borrowings  are  now  nil,  and  once 
again,  Chrysler's  financial  subsidiary 
can  market  commercial  paper. 

But  Chrysler  is  not  a  company  that 
you  can  judge  by  the  results  of  a 
single  year.  It  has  had  turnarounds 
before,  plenty  of  them,  only  to  be  fol- 
lowed by  hair-raising  reversals.  Four 
times  in  the  Fifties,  twice  in  the  Six- 
Ties  and  already  twice  in  the  Seven- 
ties its  earnings  tumbled  dramatically. 
"We've  had  our  ups  and  downs,"  says 
Riccardo.  "So  what  this  management 
team  has  set  out  to  do— and  what  I'm 
fully  confident  it  will  do— is  keep  us 
out  of  the  soup." 

Unfortunately,  Chrysler  stockhold- 
ers have  heard  all  this  before.  Ac- 
cordingly, its  stock  sells  at  just  three 
times  probable  1976  earnings  and  un- 
der half  of  book  value. 

Is  there  any  reason  to  believe  that 
the  Riccardo-led  turnaround  will  be 
any  more  durable  than  Chrysler's 
earlier  ones?  The  question  can  best 
be  answered  with  another  question: 
How  successful  will  John  Riccardo  be 
in  tackling  Chrysler's  ancient  and 
deep-seated  problems?  His  predeces- 


Charge!  President  Eugene  Cafiero 
(left)  and  Chairman  John  Riccardo 
(right)  are  banking  on  stylish 
intermediates  like  this  1977  Dodge 
Charger  to  win  more  young  "up- 
scale"      consumers       for      Chrysler. 
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sors  have  tried  without  much  lasting 
success.  In  the  end,  after  14  years  of 
trying,  Lynn  Townsend  seemed  ex- 
hausted by  the  job,  though  he  was 
only  56. 

The  chart  on  page  42  tells  the 
tale:  Every  time  the  auto  market  has 
stumbled,  Chrysler  has  fallen  flat  on 
its  face.  Every  time  Chrysler  has  got- 
ten back  on  its  feet,  it  has  been  less 
steady  than  before. 

To  begin  with,  Chrysler  is  a  much 
lower  margined  operation  than  its 
main  competitors.  One  reason  is  its 
size.  Chrysler's  volume  is  roughly  one- 
half  that  of  Ford,  one-fourth  that  of 
General  Motors,  so  its  overhead— ad- 
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Our  747  SP  routes  across  the  Padfic  make  our  competition  look  like  no  competition. 


You  can  go  to  Chicago,  or  Miami,  or  San 
Francisco,  or  for  that  matter,  non-stop  between 
New  York  and  Los  Angeles.  And  you  can  do  it 
without  our  747  SP. 

But  try  going  non-stop  from  New  York  to 
Tokyo.  Or  Los  Angeles  to  Tokyo.  Or  non-stop 
from  San  Francisco  to  Auckland.  Or  Sydney 
to  San  Francisco  on  any  airline  other  than  Pan 
Am  and  you'll  find  it's  impossible.* 

Because  we're  the  only  airline  flying  the 
747  SP  across  the  Pacific.  And  it's  the  only 
plane  that  can  make  these  flights  across  the 
Pacific  without  refueling  along  the  way. 

It  makes  getting  overseas  faster  and  easier. 
Not  just  from  New  York  or  Los  Angeles  or 
San  Francisco,  but  from  any  major  U.S.  city. 
(You  can  hop  a  flight  to  our  gateway  cities  on  a 
domestic  airline  and  get  to  Tokyo  or  Auckland 
with  only  one  stop.) 


And  it  does  so  with  all  the  comforts  you're 
accustomed  to  getting  on  Pan  Am. 

On  our  747  SP  you  have  all  the  room  a 
wide-body  plane  offers  you  to  move  around. 

If  you're  traveling  first  class,  you  can 
reserve  a  seat  at  a  table  for  lunch  or  dinner  in 
our  upper-deck  dining  room  and  select 
an  entree  from  among  4.  In  economy  you  can 
select  from  among  3.  And  wherever  you  sit, 
there's  a  choice  of  movies.  ($2.50  per  headset 
in  economy.) 

About  the  only  thing  our  SP  doesn't 
offer  is  the  choice  of  a  stopover  at  Anchorage, 
or  some  other  remote  airport. 

A  choice  you  wouldn't  want  to  make. 


Americas  airline  to  the  world. 


*Non-stops  between  San  Francisco,  Auckland  and  Sydney  effective  December  6, 1976. 


See  your  travel  agent^ 


vertising,  distribution,  corporate  ex- 
pense, and  the  like— is  spread  over  a 
smaller  volume  than  that  of  the  other 
companies. 

What's  more,  Chrysler  is  less  in- 
tegrated than  GM  or  Ford,  which 
manufacture  approximately  80%  and 
45%,  respectively,  of  their  auto  com- 
ponents themselves  vs.  30%  for  Chrys- 
ler. GM  and  Ford  make  their  own 
radios,  for  example;  Chrysler  buys  its 
radios  from  Motorola. 

The  most  important  reason  for 
Chrysler's  lower  margins,  however,  is 
its  product  mix,  which  is  much  more 
heavily  weighted  toward  the  compact 
end  of  the  market  than  either  GM 
or  Ford.  Over  half  of  Chrysler's  sales 
are  in  compact-sized  cars  or  smaller, 
vs.  about  40%  for  Ford  and  less  than 
20%  for  GM.  That  gives  Chrysler  a 
dominant— 37%  of  market— position  in 
compacts,  but  profit  margins  are 
much  less  on  smaller  cars.  The  differ- 
ence in  cost  between,  say,  a  $4,000 
car  and  a  $8,000  car  is  nothing  like 
100%.  "If  the  buyer  is  watching  price, 
you  have  to  keep  price  close  to  cost," 
says  analyst  Donald  F.  DeScenza  of 
Donaldson,  Lufkin  &  Jenrette.  "But 
if  the  buyer  wants  quality,  you  can 
earn  big  profits." 

With  these  factors  holding  Chry- 
sler's margins  far  below  those  of  GM 
and  Ford,  you  can  begin  to  see  why 
Chrysler's  earnings  fly  all  over  the 
map.  Explains  Drexel  Bumham's  Da- 
vid Healy;  "A  Chrysler  margin  of  2% 
dropping  to  1%  represents  a  50%  drop 
in  profits,  while  a  GM  margin  of  9% 
dropping  to  8%  is  an  11%  reduction. 
So  a  cost  increase  or  voliime  decline 
that  hits  all  auto  manufacturers  hits 
Chrysler  harder  than  GM  or  Ford." 

But  one  of  its  worst  problems  is  the 
leverage  in  its  customer  base.  Chry- 
sler has  historically  sold  to  a  lower 
income,  blue-collar  constituency, 
which  tends  to  drop  out  of  the  mar- 
ket during  economic  downtvuns.  The 
predictable  result:  When  the  economy 
heads  South,  Chrysler  loses  not  only 
volume  but  market  share  as  well.  In 
1975  Chrysler  dropped  from  a  16.2% 
share  of  domestically  produced  au- 
tos  to  14.1%;  this  year  it  has  recovered 
to  15.5%. 

What  can  John  Riccardo  and  the 
rest  of  Chrysler's  management  do 
about  their  declining,  low,  volatile 
profits?  What  are  they  doing? 

The  first  step,  mostly  completed, 
was  the  obvious  one,  but  it  required 
some  very  hard  decisions:  to  elimi- 
nate losing  or  mai'ginal  operations.  In 
rapid  order  since  he  became  chair- 
man, Riccardo  has  either  "fixed"  or 
sold  several  subsidiaries.  The  first 
was  Chrysler's  U.K.  operation,  which 
lost  $80  million  in  1975.  Riccardo 
was  ready  to  abandon  it,  write  it  off, 
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but  in  the  end,  the  British  Labour 
government  provided  a  tidy  sum  in 
grants  and  loans,  and  permitted 
Chrysler  to  lay  off  7,000  workers  at 
its  plant  in  Linwood,  Scotland.  In  the 
delicate  negotiations,  which  Riccardo 
conducted  personally,  the  new  Chrys- 
ler boss  acquitted  himself  very  well. 
Although  Chrysler-U.K.  will  lose 
about  $70  million  in  1976,  the  def- 
icit will  be  covered  by  the  Labour 
government,  anxious  to  preserve  jobs 
(and  votes  in  Scotland).  Most  of  the 
losses  are  nonrecurring  charges  any- 
way, such  as  termination  payments. 
"We'll  break  even  in  the  U.K.  in 
1977,"  predicts  Riccardo  confidently. 

Riccardo  also  sold  Chrysler's  un- 
profitable Airtemp  air-conditioning  di- 
vision to  Fedders  Corp.  for  $58  mil- 
lion in  cash,  notes  and  stock;  sold  its 
empty  New  Stanton,  Pa.  plant  to 
Volkswagen;  and  dumped  its  ill-fated 
Big  Sky  ski  resort  in  Montana. 

To  help  cut  costs,  Riccardo  and 
Cafiero  are  implementing  an  ambi- 
tious program  to  standardize  auto 
parts.  "It's  one  way  we  can  combat 
the  competition's  economies  of  scale," 
says  Cafiero.  "So  far,  we've  eliminated 
8,000  parts,  and  by  the  time  we're 
through,  we  will  have  reduced  75,000 
parts  to  50,000."  For  instance,  the 
nine  different  bumpers  Chrysler  for- 
merly used  for  its  old  compacts  have 
been  reduced  to  three  on  its  new  ones. 

The  standardization  is  being  ap- 
plied to  Chrysler's  European  subsid- 
iaries as  well.  Its  Spanish  and  French 
subsidiaries  are  already  well-integrat- 
ed, and  producing  the  enormously 
successful  1307/ 1308  subcompact. 
The  same  car  is  now  being  produced 
Th  Britain  as  the  Alpine,  and  in  1978 
Chrysler  will  introduce  a  similar  front- 
wheel-drive  car  as  its  first  U.S. -pro- 
duced entry  in  the  subcompact  {i.e., 
Volkswagen-sized)  market. 

Game  One 

With  the  economic  pickup  of  late 
1975  and  1976,  Chrysler's  traditional 
leverage  started  working  for,  rather 
than  against,  management.  Its  losing 
operations  shucked  off  and  profits 
sheltered  by  tax-loss  carryforwards 
from  1974  and  1975,  Chrysler  soared 
to  record  profits. 

That's  the  first  game  for  Riccardo 
and   Cafiero.    But   what   comes   next? 

It's  as  simple  as  this:  Even  with 
record  earnings,  Chrysler's  operating 
profit  per  car  built  in  the  last  nine 
months  was  only  $203;  strike-ridden 
Ford's  was  $328;  General  Motors' 
$595.  And  as  long  as  Chrysler's  prof- 
it margins  are  so  low,  it  will  continue 
to  be  vulnerable  to  any  kind  of  eco- 
nomic downturn. 

Again,  that  low  profit  reflects 
Chrysler's  concentration  on  compacts. 
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With  its  Dodge  Darts  and  Plymouth 
Valiants,  Chrysler  had  nearly  40%  of 
the  compact  market,  over  twice  its 
overall  market  share.  Reborn  in  the 
1976  model  year  as  Aspens  and  Vo- 
lares,  Chrysler's  compacts  have  more 
than     held    their    own     in     spite     of 


I 


stepped-up  competition  from  Ford 
and  CM  compacts.  The  company's 
strategy  is  to  catch  the  intermediate- 
sized  or  full-sized  car  owner  who  is 
moving  to  a  smaller  model  but  re- 
tains his  taste  for  styling  and  cushy 
interiors. 


DANGEROUS  CURVES 

Profits  of  the  so-called  Big  Three  auto  companies  are  highly  leveraged 
by  volume,  of  course,  but  none  more  so  than  Chrysler's.  The  strike  years 
of  1967  and  1970  aside,  Chrysler  has  been  far  harder  hit  in  slow  years 
than  either  General  Motors  or  Ford.  Since  the  early  Sixties,  moreover, 
Chrysler's  successive  peaks  have  become  lower  and  lower,  its  valleys 
deeper  and  deeper— leading  some  to  question  the  firm's  viability. 
Chrysler's  problems:  It  doesn't  have  the  economies  of  scale  the  Bigger 
Two  have,  nor  a  product  mix  oriented  toward  big,  padded  (read  profit- 
able) cars.  Its  earnings  are  further  penalized  because  its  largely  blue- 
collar  clients  tend  to  drop  out  of  the  market  in  recessions. 
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The  compact  Darts  and  Valiants 
were  reliable  and  relatively  cheap, 
but  they  had  a  stodgy  image.  Their 
successors,  Volare  and  Aspen,  are 
much  classier  looking,  and  their  image 
is  being  polished  by  such  show-busi- 
ness personalities  as  Sergio  Franchi 
and  Rex  Harrison,  who  appear  in 
their  advertisements. 

The  results  to  date  have  been  im- 
pressive. Volare  and  Aspen  are  achiev- 
ing "conquest  sales"— sales  to  owners 
of  competing  makes— of  over  50%, 
with  the  Volare  station  wagon  achiev- 
ing a  60%  rate.  Meanwhile,  Cordoba,  a 
jazzed-up  $5,418  Chrysler  intermedi- 
ate, is  continuing  its  winning  ways, 
aided  by  advertising  featuring  dash- 
ing Ricardo  Montalban  rolling  his 
Mediterranean  eyes  and  patting  the 
Corinthian  leather  (optional)  seats. 
The  new  image  is  paying  off,  too,  in 
Chrysler's  customer  demographics. 
One  independent  survey  shows  a  20% 
rise  in  the  incomes  of  Volare-Aspen 
buyers  over  Valiant-Dart  buyers,  with 
an  appreciable  drop  in  average  age 
as  well. 

The  upgrading  strategy  will  con- 
tinue with  two  new  Ivixury  intermedi- 
ates due  out  in  model  year  1978. 
Named  Chrysler  Le  Baron  and  Dodge 
Diplomat,  the  handsome  cars  should 
fare  better  than  the  plain-Jane  Ply- 
mouth Fury  and  Dodge  Monaco  (nee 
Coronet).  Will  the  strategy  work?  Can 
a  compact  be  sold  at  a  medium-sized 
car  price,  an  intermediate  at  a  full- 
sized  car  price?  It  hasn't  been  lost  on 
Detroit  that  Mercedes  sells  a  com- 
pact car  at  luxury-car  prices. 

Stirring  The  Pot 

By  1985,  by  current  law,  the  auto 
industry  must  reach  an  average  27.5- 
miles-per-gallon  fuel  economy  stan- 
dard. Obviously  this  will  involve  con- 
siderable trimming  in  car  size  and 
weight.  In  short.  Ford  and  General 
Motors  will  have  to  move  closer  to 
—and  eventuaDy  beyond— where 
Chrysler  is  now:  "We're  the  CM  of 
compacts,"  says  Cafiero. 

"People  often  ask  me,  with  CM 
coming  down  [in  size]  in  the  mar- 
ket, doesn't  that  put  pressure  on 
Chrysler?"  says  R.K.  Brown,  Chrysler's 
executive  vice  president  for  North 
American  operations.  "But  we  have 
always  shown  a  higher  percentage  of 
small  cars  than  CM.  So  if  you  stir 
the  pot  [by  mandating  smaller  cars], 
that  gives  us  a  tremendous  opportuni- 
ty." It  is  that  opportunity  Chrysler 
must  seize,  or  face  the  prospect  of  for- 
ever remaining  a  marginal  company. 

Do  Riccardo  and  Cafiero  have  the 
money  to  do  the  job?  They  are  plan- 
ning to  spend  about  $2.5  bilhon  world- 
wide on  capital  projects  between  this 
year  and  1980.  Add  to  this  $450  mil- 


lion in  long-term  debt  coming  due, 
and  Chrysler's  capital  needs  mount  to 
$3  billion  in  that  period. 

Where's  the  money  coming  from? 
Riccardo  and  Cafiero  are  keeping  their 
fingers  crossed  that  they  can  generate 
it  internally.  This  year,  Sanford  C. 
Bernstein  &  Co.'s  able  auto  analyst 
David  Eisenberg  sees  Chrysler  gen- 
erating $825  million  from  earnings 
and  from  depreciation  and  tool  amor- 
tization; next  year,  he  predicts  it  will 
reach  $880  million.  To  generate  the 
full  amount,  Chrysler  would  have  to 
continue  doing  fairly  well  right 
through  1980.  What  happens  if  rim- 
away  inflation,  recession— or  both— hit 
in  the  meantime?  Should  a  cash  pinch 
develop,  Chrysler  has  a  $463-million 
revolving  line  of  credit  at  its  dis- 
posal. The  line  of  credit  wouldn't  suf- 
fice to  plug  a  major  gap,  but  it  could 
tide  Chrysler  over  in  case  of  a  modest 
shortfall  in  cash  generation. 

To  further  protect  against  a  future 
cash  squeeze,  Riccardo  has  imposed 
tight  controls  over  Chrysler's  inven- 
tories. In  1974  Townsend,  like  many 
businessmen,  underestimated  the  sev- 
erity of  the  recession  and  kept  pro- 
ducing cars  full  blast  rather  than  pay 
the  cost  in  layoffs  and  increased  unit 
costs  that  result  from  cutbacks  in  pro- 
duction: Chrysler  ended  up  with  a 
123-day  supply  of  autos,  and  a  har- 
rowing financial  situation  until  the 
company  was  able  to  run  down  its 
stocks  by  offering  rebates.  His  suc- 
cessors, having  lived  through  that  cri- 
sis, are  understandably  fanatics  on  in- 
ventory policy;  these  days,  Chrysler 
carefully  marshals  its  stocks  and  is 
down  to  a  comfortable  55-day  sup- 
4)ly  of  autos.  In  fact,  just  to  be  on 
the  safe  side,  Cafiero  has  implemented 
a  "Red  Alert"  system  at  Chrysler.  The 
idea  is  to  monitor  the  auto  market 
closely  with  computers  and  anticipate 
trends  well  in  advance.  "At  the  first 
sign  of  a  downturn,"  says  Cafiero,  "we 
will  immediately  update  our  financial, 
production  and  inventory  plans  to 
deal  with  a  volume  decline." 

Is  Chrysler  turned  aromid  to  stay 
this  time?  It  is  too  early  to  answer 
a  definite  "yes."  Certainly,  how- 
ever, another  recession  hke  1974-75 
wouldn't  hit  it  as  hard  as  the  last  did. 

For  the  longer  nm,  the  turmoil  in 
the  automobile  market  is  giving  Chrys- 
ler a  big  chance  to  reposition  its  prod- 
ucts. When  the  day  comes  that 
Buick  no  longer  automatically  means 
"big  car,"  will  Buick  buyers  remain 
as  loyal?  Won't  a  Chrysler  dealer  have 
a  chance  of  picking  them  off? 

John  Riccardo  has  a  splendid  op- 
portunity to  get  Chrysler  off  the  roll- 
ler  coaster.  But  he  is  going  to  have  to 
make  a  good  many  right  decisions  at 
the  right  time.   ■ 
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Ars  Longa,  Cash  Brevis 

Will  exotic  tours,  mail-order  masterpieces 

and  piquant  pillowcases  save  our  cash-short  museums, 

or  will  it  have  to  be  Big  Brother? 


The  Philadelphia  Museum  of  Art 
must  keep  a  quarter  of  its  200  gal- 
leries closed.  The  Detroit  Institute 
of  Arts  closed  its  doors  for  three 
weeks  last  year  after  the  city  cut 
back  most  of  its  funds.  The  Boston 
Museum  of  Fine  Arts  closed  one  of 
its  two  main  entrances,  fired  its  di- 
rector and  made  other  budget  cuts, 
and  still  has  been  faced  with  large 
deficits. 

Name  almost  any  other  of  the  na- 
tion's significant  art  museums— New 
York's  Metropolitan,  the  Art  Institute 
of  Chicago,  the  Hartford  Atheneum 
—and  you  have  named  a  vital  cultur- 
al resource  in  trouble.  In  a  time  of 
unparalleled  public  and  private  opu- 
lence, our  museums  are  struggling  to 
pay  their  help,  and  even  their  light 
bills.  "It's  a  serious  financial  crisis," 
says  Howard  W.  Johnson,  president 
of  the  Boston  Museum  of  Fine  Arts 
and  chairman  of  the  Massachusetts 
Institute  of  Technology  Corp.  Says 
the  Council  on  Foundations,  "The 
future  for  art  museums  must  be 
termed  gloomy,  with  no  visible  pros- 
pects for  relief." 

The  museums'  acute  cash  pinch 
stands  in  grotesque  relief  against  a 
background  of  the  big  money— but 
of  another  kind— that  continues  to  be 
spent  in  the  cause  of  art.  It  contin- 
ues to  buy  expensive  works  and  build 
new  galleries  to  hold  them.  The  PhO- 
adelphia  Museum  of  Art  recently  fin- 
ished a  major  renovation.  The  Art 
Institute  of  Chicago  is  expanding  its 
space  by  30%.  And  only  last  month  the 
Metropohtan  in  New  York  opened  to 
the  public  the  first  phase  of  its  stun- 
ningly refurbished  Egyptian  galleries, 
which  should  cost  nearly  $5  million 
upon  completion.  Still  to  come  at  the 
Met:  a  new  Western  European  art 
wing,  a  new  American  Bicentennial 
wing  and,  in  1978,  the  fabulous  Tem- 
ple of  Dendur. 

The  paradox  is  all  too  easily  ex- 
plained. Building  museums  or  secur- 
ing a  great  object  is  one  thing,  but 
keeping  a  museum  going  is  something 
else.  There  is  the  promise  of  a  life- 
after-death  of  sorts  in  having  your 
name  on  a  museum  wing  or  a  great 


collection.  But  when  was  the  last 
time  you  saw  a  bronze  plaque  read- 
ing: "These  floors  are  kept  clean 
thanks  to  the  generosity  of  John  D. 
Moneybags"?  As  George  C.  Seybolt, 
former  president  of  the  Boston  Mu- 
seum of  Fine  Arts,  puts  it:  "The  mu- 
seums have  been  selling  immortality. 
You  buy  it,  though,  with  nameplates 
next  to  great  works  of  art,  not  with 
air  conditioners." 

Museums  today  do  more  than  pre- 
serve, study  and  publish.  They  invite 
kids  in  for  art  lessons,  move  exhibits 
out  into  neighborhoods,  stage  film 
festivals,  sponsor  concerts  and  do  a 
good  deal  more  besides.  Not  the  least 
of  the  consequences,  the  impact  on 
their  budgets  aside,  is  that  attendance 
at  the  museums  themselves  has  been 
climbing.  New  York's  Metropolitan 
drew  3.6  million  people  in  its  1975 
fiscal  year,  up  from  3  million  in  1974. 
Boston's  museums  outdrew  profes- 
sional sports  events  by  50%. 

Cost  Crunch 

But  the  total  cost  of  running  all 
the  programs  currently  undertaken  by 
our  tax-exempt  museums,  which  in- 
cludes history  and  natural  science  as 
well  as  art  museums,  has  been  reck- 
oned by  George  Seybolt  as  roughly 
$750  million  a  year.  He  estimates  that 
there  is  now  only  about  $600  million 
coming  in.  The  resulting  gap  of  $150 
million,  things  being  what  they  are, 
can  only  widen. 

Time  was  when  state  and  local 
governments  could  be  counted  on  to 
help  fill  the  gap.  Today,  far  from  be- 
ing able  to  do  more,  they  are  forced 
to  do  less.  As  noted,  the  Philadelphia 
Museum  of  Art  keeps  part  of  its  gal- 
leries closed  on  a  rotating  basis  be- 
cause the  city  can't  afford  to  pay  for 
more  guards.  Detroit  cut  outlays  for 
its  major  museum  from  $2.4  million 
to  a  token  $47,000.  In  1975  New 
York's  Metropolitan  received  $4.2  mil- 
lion from  the  state  and  city.  This  year 
it  expects  to  get  only  $3.5  million. 

Municipalities  historically  have 
picked  up  the  tab  for  mu.seum  securi- 
ty. But  today  that  problem  ranges 
from  crazies  chiseling  on  the  PietA  to 


crowds  messing  up  the  restrooms.  The 
Met,  for  instance,  spends  $3  milhon  a 
year  on  guards,  twice  the  cost  of  its 
educational  and  community  programs. 

"It  makes  the  job  of  running  a  mu- 
seum today  like  keeping  a  ship  from 
becoming  a  Raft  of  the  Medusa,"  says 
Thomas  Hoving,  the  renaissance  man 
(scholar,  socialite,  administrator) 
who  has  been  director  of  the  Metro- 
politan Museum  for  the  past  nine 
years.  "You  know,  all  those  guys 
scrambling  and  crying  all  over  the 
place." 

It  can  be  fairly  argued  that  a  good 
many  museum  ofiicials— not  Ho\'ing,  as 
it  happens— deserve  a  place  on  some 
raft.  The  level  of  administrative  com- 
petence shown  by  some  museums  over 
the  years  has  not  been  very  high. 
Some  directors  and  trustees,  for  ex- 
ample, were  slow  to  realize  what  cli- 
mate changes  have  been  doing  for  de- 
cades to  some  of  their  most  valuable 
holdings.  Recently,  they've  gotten 
around  to  ordering  climate-control 
systems,  which,  for  a  large  museum, 
can  now  run  $10  million. 

Some  museums,  too,  have  man- 
aged their  endowment  money  badly. 
Up  through  the  late  1960s  managers 
of  many  museum  portfolios  were  slow 
to  get  in  on  growth  stocks.  Then,  after 
the  Ford  Foundation  became  enam- 
ored of  what  it  called  a  "total  return" 
approach,  many  were  quick  to  start 
thinking  about  capital  gains  as  the 
same  thing  as  investment  income.  Just 
as  capital  gains  became  exceedingly 
hard  to  come  by,  a  lot  of  them  in 
fact  began  doing  so,  and  letting  their 
operating  budgets  grow  accordingly. 
As  a  result,  many  a  museum  today 
is  dipping  into  principal  to  make  do. 

"People  really  believed  that  tlu'\ 
were  going  to  invest  so  well  that  the 
portfolio  would  increase  ad  infinitnm," 
says  George  M.  Cheslon,  presidcnl 
of  the  Philadelphia  Museum  of  Ail 
for  the  past  eight  years.  His  museum 
has  been  increasingly  shifting  its  $15 
million  endowment  into  high-grade 
corporate  bonds  during  reient  years. 

Most    important    of    all,    however, 
has  been  the  state  of  mind  that  pre 
vails   when   museum    lrusl«vs   get   to 
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Thomas  Moving  Contemplating  A 
Bust  Of  Lila  Acheson  Wallace  (After 
Rembrandt):  Wealthy  art  patrons 
are  still  ready  to  underwrite  specific 
museum  projects.  Mrs.  Wallace,  a 
founder  of  Reader's  Digest,  has 
committed  about  $5  million  to 
Moving,  director  of  the  Metropolitan 
Museum  in  New  York,  to  modernize 
its  Egyptian  galleries.  But  the  bigger 
problem  for  the  Metropolitan  and 
other  U.S.  museums  is  that  other 
patrons  are  not  so  willing  to  pay 
for  more  ordinary  things,  like 
light  bills  and  guards. 


gather.  The  trustees,  typically  large 
benefactors  and  heirs  of  benefactors, 
often  based  their  operating  budgets 
more  on  what  they  thought  the  en- 
dowment could  return  in  a  year  than 
on  their  actual  costs.  They  have  been 
slow  to  break  the  habit. 

But  no  longer.  A  year  ago,  Chica- 
go's Art  Institute  hired  a  professional 
accountant  from  Arthur  Andersen  & 
Co.  to  dig  into  its  costs.  The  Metro- 
politan has  gone  to  a  computerized 
cost  analysis  system.  And  the  balance- 
sheet  revelations  that  resulted  have 
sent  them  beating  the  bushes  even 


harder  for  private  funding. 

The  financial  pinch  is  turning  mu- 
seum directors  into  hard-nosed  mer- 
chandisers. As  such,  they  have  found 
one  of  their  sturdiest  assets  to  be  the 
very  art  works  they  display.  A  verita- 
ble explosion  in  museum  merchan- 
dising has  been  under  way  for  some 
time  now,  led  by  the  Smithsonian  In- 
stitution in  Washington  and  the  Met- 
ropolitan in  New  York.  In  1975, 
$74.5  million  of  the  Smithsonian's 
budget  came  from  Congress.  Endow- 
ment income  added  $2.6  million.  But 
the  museum  also  came  up  with  some 
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$2.3  million  from  its  pleasant  and 
well-managed  shops  and  restaurants, 
from  royalties  on  copies  of  its  treasures 
and  from  The  Smithsonian  magazine. 
By  tying  memberships  to  subscrip- 
tions, the  magazine  now  has  a  cir- 
culation of  1.3  million.  On  total  rev- 
enues of  $18.5  million,  the  Smith- 
sonian Institution  cleared  more  than 
$2  million  from  such  activities. 

Visitors  to  the  Metropolitan  Mu- 
seum's current  Andrew  Wyeth  show, 
a  smash  hit,  move  out  of  its  gallery 
area  right  into  a  large  shop  selling 
Wyeth  reproductions,  Wyeth  books, 
even  show  posters  going  at  $5  apiece. 
High-rolling  visitors  can  bid  on  an 
original  Wyeth  drawing  (suggested 
starting  bid,  $2,000). 

Next  to  its  Great  Hall  the  Met 
will  soon  erect  a  five-story  depart- 
ment store  of  the  arts  offering  an  ex- 
panded line  of  reproductions,  art 
books  and  jewelry  copies.  All  told, 
the  Met  hopes  to  ring  up  about  $12 
million  in  merchandise  sales  this  year, 
about  half  of  it  mail-order  business. 
Last  year  the  Met  made  $400,000  li- 
censing its  fabric  designs  for  Springs 
Mills  sheets  and  pillowcases. 

"We  make  a  nickel  now  wherever 
we  can,"  brags  Daniel  Herrick,  the 
Met's  financial  ofiBcer. 

"Counterfeit  art!"  sneers  New  York 
Times  art  critic  Hilton  Kramer  as  he 
contemplates  the  Met's  aggressive 
merchandising.  "A  charming  atti- 
tude," says  Tom  Hoving  in  reply.  "The 
stark  practical  reality  is  that  we  sim- 
ply have  to  do  it." 

Other  Sources 

Nor  is  that  all  museums  are  doing 
to  help  themselves.  Some,  like  Bos- 
ton's Museum  of  Fine  Arts,  have 
found  that  tours  to  Afghanistan,  Iran 
or  other  art-filled  lands  sell  very  well. 
The  idea  is  to  get  a  big,  tax-exempt 
contribution  to  the  museum  up  front 
in  the  total  package.  In  return  the 
museum  oflFers  a  scholarly  visit  led  by 
an  art  expert. 

Such  ventures  obviously  compete 
with  other  entrepreneurs  in  the  mar- 
ketplace. They  are  already  making 
noises  quietly  about  museums  over- 
stepping their  tax-exempt  status.  One 
tour  program  has  run  into  a  "no" 
from  the  Internal  Revenue  Service. 

But  if  museum  eflForts  at  self-sub- 
sidy fizzle,  there  appears  little  in  view 
to  end  the  ongoing  rounds  of  cutbacks 
and  closings.  Indeed,  the  only  alter- 
native for  the  big  museums  may  be  a 
very  desperate  one— federal  funding. 
New  York  magazine  art  critic  Thomas 
Hess  flatly  predicts  that  the  large  city 
museums  will  be  wards  of  the  Fed- 
eral Government  in  25  years,  with 
all  the  implications  of  Big  Brother 
control.   ■ 


Well-Fixed:  While  others  scrape,  the  Getty  Museum  is  getting  $754  million. 

The  Richest  Museum 

In  The  Nation  Has  A  Problem 

While  most  museums  around  the 
country  are  scrambling  to  keep  the 
red  ink  away  from  the  door,  the  J. 
Paul  Getty  Museum  in  Malibu,  Calijf. 
may  find  itself  in  the  awkward  posi- 
tion of  having  more  money  than  it 
can  spend.  When  J.  Paul  Getty  died 
last  June,  one  of  the  world's  richest 
men  left  to  the  museum  the  bulk  of 
his  21.5%  of  the  Getty  Oil  Co.,  ap- 
proximately 4  million  shares,  worth 
$754  million  at  current  market  prices. 

"Getty  was  aware  of  the  trend  for 
philanthropists  to  leave  collections 
with  no  endowment,"  says  Norris 
Bramlett,  the  museum's  acting  direc- 
tor, who  once  served  as  Getty's  per- 
sonal aide  de  camp.  "He  thought  that 
if  someone  was  going  to  leave  a 
large  collection,  it  should  be  ade- 
quately endowed." 

"Adequate"  is  putting  it  mildly. 
Getty  also  tossed  in  the  art  collection 
at  his  English  estate  and  65  acres  of 
prime  California  land.  All  this,  to  a 
museum  already  bulging  with  a  $40- 
million  endowment,  largely  in  govern- 
ment securities,  which  Getty  had  set 
up  in  the  early  1970s. 

It's  rich,  but  is  it  art?  New  York 
Times  art  critic  Hilton  Kramer  con- 
siders Getty's  pleasure  dome  in  Mali- 
bu (a  copy  of  a  Ist-century  Roman 
villa)  and  its  potpourri  of  Greco- 
Roman  sculpture  and  18th-century 
French  decorative  art  "an  eccentrici- 
ty." California  critics  say  it  smacks 
more  of  Disneyland  than  ancient 
Rome.  Be  that  as  it  may,  the  public 
loves  Getty's  museum.  Admission  is 
free,  but  visitors  are  urged  to  make 
reservations— to  limit  the  size  of  the 
crowd  and  give   the  viewers   a   rela- 


tively relaxed,  uncrowded  experience. 

Besides  Bramlett,  the  other  trustees 
are  two  of  Getty's  sur\'i\ing  sons,  J. 
Ronald  and  Gordon;  President  Harold 
Berg  of  Getty  Oil;  the  son  of  a  Getty 
family  attorney,  Stuart  Peeler;  and 
Prof.  Federico  Zeri,  an  Italian  art  ex- 
pert. The  museum's  income  could, 
concei\'ably,  create  a  major  center 
challenging  the  best  in  the  U.S.,  if 
not  quite  a  Louvre  or  British  Mu- 
sevun.  A  conservative  in\estment  of 
the  proceeds  at  5%  would  yield  alx)ut 
$38  million  a  year,  double  the  Met's 
operating  budget. 

Both  art  experts  and  Bramlett  have 
their  doubts  about  massive  expansion. 
"The  era  of  great  collecting  is  over," 
.says  Jan  Fontein,  acting  director  of 
the  Boston  Museum  of  Fine  Arts.  "I 
don't  really  know  what  we're  going 
to  do,"  says  Bramlett.  "I'd  like  to  pre- 
serve this  collection  as  long  as  possi- 
ble. The  more  we  take  some  pieces 
down  and  put  others  up,  the  further 
we  get  from   Mr.  Getty's  collection." 

While  the  museum  may  not  create 
a  new  Athens  on  the  Pacific,  it  will 
make  a  nice  resting  place  in  several 
senses.  Under  the  will,  Bramlett  will 
have  to  build  a  marble  mausolciun  to 
house  the  remains  of  J.  Paul  Getty. 
And  then  the  tax-exempt  status  of  the 
museum  will  continue  to  make  it  a 
nice  holding  spot  for  all  that  stock. 
But  the  museum  will  have  to  sell 
some  stock,  since  20%  is  all  a  tax-ex- 
empt institution  can  own  of  a  par- 
ticular company.  After  that,  all  it  has 
to  do  is  find  ways  of  spending  85%  of 
whatever  the  operating  income  is  over 
a  five-year  running  period  to  keep  its 
tax-free  status.  It's  no  small  pioblein. 
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The 
Bottom  Line 


Willamette  Industries 
is  short  on  trees 
but  long  on  profits. 

Anyone  who  has  followed  the  Weyer- 
haeuser story  or  the  Potlatch  story  in 
recent  years  knows  what  tree  owner- 
ship means  to  a  forest  products  com- 
pany. Timber  self-suflRciency  means 
immunity  from  skyrocketing  stumpage 
prices,  a  cheap  assured  supply  of  raw 
material  and  a  high  price/ earnings 
ratio— such  as  Weyerhaeuser's  26. 

But  Portland-based  Willamette  In- 
dustries seems  to  have  missed  the 
message.  It  was  formed  in  1967 
through  the  merger  and  acquisition 
of  six  forest  products  companies  in 
which  parent  Willamette  Valley  Lum- 
ber Co.  had  major  interests,  but  this 
integrated  wood  and  paper  company 
had  only  163,000  acres  of  timberland. 
While  buying  additional  land  has 
increased  this  figure  to  444,000  acres. 
Willamette  still  depends  on  public 
forests  and  open-market  purchases  for 
about  50%  of  its  timber.  In  compari- 

•  son  with  Potlatch's  1.3  million  acres, 

•  Willamette's  acreage  looks  more  like 
a  city  park  than  a  mighty  forest.  So 
Willamette  has  had  to  evolve  a  man- 
agerial strategy  all  its  own. 

Imposing  Record 

Since  1973  Willamette  has  been  in 
the  top  three  companies  in  Forbes' 
profitability  yardsticks  (Jan.  1),  earn- 
ing 16.6%  on  its  equity  in  1975, 
well  ahead  of  most  of  its  tree-rich 
neighbors.  Since  1967  net  income  has 
more  than  quadrupled  to  $34.3  mil- 
lion. If  growing  trees  is  a  religion  at 
Weyerhaeuser,  at  Willamette  the  re- 
ligion is  squeezing  every  penny  out  of 
the  process  of  converting  its  raw 
fiber  into  finished  product. 

The  old  AVillamette  Lumber  Co. 
was  foundec}^  in  1905  by  Oregon  lum- 
ber baron  George  Gerlinger.  Gerlinger 
made  Willamette  into  a  highly  ef- 
ficient and  cost-effective  wood  con- 
verter. During  the  1930s,  for  example, 
he  was  cutting  such  softwood  species 
as  hemlock,  which  other  companies 
thought  was  unmarketable,  and  sell- 
ing it  for  wooden  ladders.  He  was 
also  an  early  pioneer  in  the  conver- 
sion of  sawmill  residues  into  pulp 
chips.  Later  his  son-in-law,  William 
Swindells,  took  the  company  into 
paper  production  in  order  to  use  those 
chips,  and  then  added  plants  to  con- 
vert  rotten  logs,    mill   shavings    and 


Rare  taste.  As  you  like  it. 

There  is  only  one  Rare  Scotch.  J&B.  But  there  eure  many  ways  to  enjoy  it 

Straight  up.  With  a  splash  and  a  twist  On  the  rocks.  In  a  highball.  Or  a  cocktail. 

Or  dream  up  an  original  drink  of  your  own.  If  it's  made  with  J&B,  you're  sure  to    t->  A  DC 

enjoy  rare  taste  precisely  the  way  you  like  it  r\/\r\ll 

86  Proof  Blended  Scotch  Whisky  ©  1976  Paddington  Corp.,  N.Y  SCOTCH 
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other  leftovers  into  plywood  and  par- 
ticleboard.  "Our  basic  policy  is  to  uti- 
lize all  the  forest,"  says  Gene  D. 
Knudson,  59,  who  succeeded  the  re- 
tired Swindells  last  year  as  chairman 
and  chief  executive  officer. 

But  because  of  its  vulnerability  on 
the  raw  materials  side,  Willamette 
management  must  make  its  money  by 
having  low-cost  capacity,  keeping  its 
pulp  and  paper  machines  running  24 
hours  a  day  and  selling  production 
rapidly  so  that  there  are  no  big  build- 
ups in  inventory,  necessitating  expen- 
sive downtime.  Capacity  is  only  ex- 
panded when  demand  is  there,  not, 
as  with  many  companies,  in  antici- 
pation of  demand.  This  means  that 
while  Willamette  may  miss  out  on 
some  of  the  big  profits  to  be  made 
when  demand  suddenly  goes  through 
the  roof— as  it  did  in  1974— it  also 
does  not  have  to  close  plants  or  op- 
erate at  less  than  profitable  rates 
when  demand  is  weak.  Last  year,  for 
example,  when  the  earnings  of  other 
forest  products  companies  were  drop- 
ping as  much  as  25%,  Willamette's 
were  off  by  only  8.5%— the  lowest  de- 
cline among  the  integrated  forest 
products  companies. 

To  keep  the  cost  of  capacity  low, 
senior  management  itself  plays  a  key 
role  in  designing  and  overseeing  new 


plant  facilities.  The  new  linerboard 
plant,  which  was  started  up  in  Camp- 
ti.  La.  in  1974,  cost  only  $33  million 
—after  industry  experts  said  that  such 
a  mill  could  not  be  built  for  less  than 
$50  million. 

"No  frills"  is  indeed  the  watchword 


"Willamette's  acreage 

looks  more  like 
a  city  park 

than  a  forest. 
So  Willamette 

has  had  to  evolve  a 
managerial  strategy 

all  its  own." 


everywhere.  Management  levels  are 
kept  lean,  and  nothing  is  put  into  a 
mill— or  even  an  office— unless  it  is 
cost-effective  in  the  long  run.  When 
carpets  appeared  on  a  few  of  the  of- 
fice floors  in  the  new  Dallas  box  plant 
early  this  year,  some  people  wondered 
whether  management  had  gone  soft. 
(It  hadn't.) 

Willamette,    although    it    has    over 
4,000  outside  stockholders,  is  still  ba- 


sically a  family  company.  Knudson 
has  no  family  ties,  but  top  manage- 
ment includes  two  of  Swindells'  sons, 
and  the  Swindells  and  other  insiders 
own  34%  of  the  stock.  Having  been 
trained  in  the  Willamette  way  since 
starting  with  the  company  as  a  for- 
ester 27  years  ago,  Knudson  does  not 
appear  to  be  tampering  with  his 
predecessors'  formula.  Recently  Wil- 
<  lamette  agreed  in  principle  to  buy 
five  box  plants  and  the  remaining  50% 
interest  in  a  paperboard  mill  from 
Corco  Inc.,  which  will  give  it  new 
markets  in  the  Midwest.  Linerboard 
for  these  plants  could  come  from 
additional  capacity  at  the  Campti 
mill,  and  Knudson  will  continue 
strengthening  Willamette's  raw  mate- 
rial base  to  meet  these  new  convert- 
ing needs.  Although  $5  million  a  year 
is  normally  budgeted  for  timber  pur- 
chases, actual  expenditures  since 
1971  have  been  much  higher,  aver- 
aging around  $26  million  a  year. 

Says  Knudson:  "If  we  were  100% 
without  trees,  then  that  would  be  very 
uncomfortable.  We  feel  comfortable 
at  50/50."  Not  every  timber  company 
could  say  that,  but  then  not  many 
of  them  are  as  efficient  as  Willamette. 
It's  the  old  story.  You  watch  the  pen- 
nies and  the  dollars  seem  to  take  care 
of  themselves.  ■ 


Thats  a  Butler  building? 


Yes.  that  is  a  Butler  building. 

In  fact,  you  probably  see 
beautiful  Butler  buildings 
all  the  time  and  don  t  know  it. 

Because  Butler  buildings 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet.  they  also  give  you  all 
the  important  time  and  money 
savings  of  systems  construction. 

To  learn  more  about  beauti- 
ful, time  and  money  saving 


Butler  buildings  and  the  local, 
independent  contractor  who  can 
build  one  for  you.  write  Butler 
Mfg.  Co.,  BMA  lower,  Dept. 
B-396,  Kansas  (ily.  Mo.  64141. 
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Covet  Not... 

Signal  Cos.'  Garrett  Corp. 
is  the  parent's  crown  jewel. 
Crown  jewels,  however, 
attract  unwelcome  attention. 

For  an  uncomfortably  long  time,  Sig- 
nal Cos.  took  blow  after  blow.  UOP 
Inc.,  a  petroleum  services  company 
on  which  Signal  gambled  the  pro- 
ceeds from  the  sale  of  Signal  Oil  & 
Gas  Co.,  has  gushed  with  problems. 
At  Mack  Trucks,  Inc.,  another  sub- 
sidiary, the  recession  and  inflation 
caused  pretax  profits  to  skid  last  year 
to  well  below  half  the  1974  level. 
Overall,  Signal  in  1975  reported  an 
earnings  decline  for  the  first  time  in 
five  years.  Its  stock  sold  at  times  for 
well  under  half  of  book  value. 

Attracted  by  these  undervalued  as- 
sets. Dresser  Industries  last  spring 
moved  in  with  a  bid  to  take  over  the 
weakened  Signal.  That  company's  di- 
rectors denounced  the  proposal  as 
miserly.  The  ball  was  now  in  man- 
agement's court.  It  was  up  to  Signal's 
chief  executive,  Forrest  M.  Shumway, 
to  demonstrate  that  he  could  run  the 
company  successfully  on  his  own. 

Three-Legged  Stool 

Though  its  revenues  are  well  over 
$2  billion  a  year,  Signal  itself  is  only< 
a  holding-company  skeleton  watching 
over  its  subsidiaries'  books  from  two 
floors  of  a  modest  Beverly  Hills,  Calif, 
office  building.  If  it  is  to  do  well,  its 
three  main  operating  subsidiaries  must 
do  it  for  Signal.  Now,  in  late  1976, 
that's  what's  beginning  to  happen.  Al- 
though Mack's  profits  were  off  13%  in 
the  third  quarter,  a  turnaround  is  in 
the  air  and  orders  are  starting  to  re- 
bound from  recession  lows.  And  the 
best  news  yet  is  from  Garrett  Corp., 
which  has  consistently  been  a  strong 
performer  in  recent  years.  It  set  all- 
time  quarterly  records  for  sales  and 
pretax  earnings  in  the  latest  three 
months.  Put  all  together,  Signal  had 
record  third-quarter  earnings  from 
continuing  operations  even  though 
sales  were  off  a  hair,  and  for  the  first 
nine  months  of  1976  profits  rose  11%, 
to  $44  million. 

UOP  is  still  a  problem,  but  a  di- 
minishing one.  In  May  1975  Signal 
spent  $122  million  to  buy  50.5%  con- 
trol of  UOP.  The  timing  was  atro- 
cious. On  top  of  the  business  slump 


Man  with  A  Fan.  Harry  H.  Wetzel  led  Garrett  from  small  turbine  engines  on 
the  ground  to  bigger  ones  on  airplanes.  Now  the  new  business  is  taking  off. 


came  the  bankruptcy  early  this  year 
of  a  refinery  that  a  UOP  unit  had 
built  at  appropriately  named  Come- 
By-Chance,  Newfoundland.  As  a  re- 
sult, UOP  was  forced  to  write  off 
$34.4  million  of  impaid  bills  and  ob- 
ligations in  its  1975  financial  report. 
That  and  other  misfortunes  at  UOP 
cost  Signal  a  $4.2-million  charge 
against  its  1975  profits. 

Using  his  majority  owner's  muscle, 
Shumway  transferred  James  V.  Craw- 
ford, a  top  Garrett  executive,  to  UOP 
to  trim  its  payroll  and  chop  away  at 
other  costs.  Together  with  the  eco- 
nomic rebound,  this  is  pointing  UOP 
in  a  more  favorable  direction. 

Overlooked  in  the  turmoil  has  been 
the  solid,  consistent  profit  perfor- 
mance of  Los  Angeles-based  Garrett, 
which  has  sustained  Signal  through 
the  trough  of  1975  and  early  1976. 
Last  year  the  well-balanced  aero- 
space maniifacturer  provided  an  im- 
pressive 63%  of  Signal's  pretax  profits 
on  just  29%  of  consolidated  sales. 

Garrett  is  well  on  its  way  to  its 
fourth  consecutive  record  year  in 
sales  and  pretax  profit,  and  things 
should  be  getting  even  better.  The 
company  is  just  now  beginning  to  pick 
up  some  winnings  from  the  big  bet  it 
made  to  get  into  the  small-aircraft 
engine  business.  This  year  for  the  first 
time  the  propulsion  program  should 
add  to  instead  of  subtract  from  Gar- 
rett's profits.  And  with  most  of  the 
development  costs  in  back  of  it  and  a 


big  market  assured  ahead,  the  engine 
profits  should  grow  substantially. 

In  just  about  ten  years  Garrett  has 
muscled  aside  such  industry  giants  as 
General  Electric  Co.  and  the  Pratt 
&  Whitney  units  of  United  Technolo- 
gies Corp.,  to  snatch  around  half  of 
the  $270-million  annual  worldwide 
market  for  turbine  engines  for  execu- 
tive and  small  utility  aircraft.  The  up- 
start Garrett  is  the  only  U.S.  compa- 
ny to  be  able  to  break  into  the  air- 
craft engine  business  since  World  War 
II.  That  field  will  account  for  20%  of 
the  $685  million  in  sales  that  Garrett 
expects  this  year. 

That  big  chunk  of  sales  grew  from 
small  beginnings.  Garrett's  original  ex- 
perience was  in  building  small  gas  tur- 
bine engines  for  such  uses  as  supply- 
ing electrical  power  to  aircraft  on 
the  ground.  Building  skillfully  from 
there,  it  gradually  learned  how  to 
make  engines  big  enough  to  get  the 
airplanes  off  the  ground. 

A  leader  in  that  development  pro- 
gram, which  began  back  in  the  late 
1950s,  was  Harry  H.  Wetzel,  a  56- 
year-old  former  World  War  II  pilot. 
Wetzel  has  been  Garrett's  president 
since  1963— one  year  before  the  mer- 
ger with  Signal.  In  a  good-humored, 
self-deprecating  way,  Wetzel  suggests 
that  Garrett's  success  in  the  engine 
venture  shows  that  sometimes  two 
wrongs  can  make  a  right.  One  mis- 
take, he  said,  was  to  underestimate 
the  research  and  development  costs. 
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PERFORMANCE  FACTOR 

AM  4250MR 

XEROX  9200 

Rental 

$l,595/monthfor 
unlimited  copies, 
all  supplies 
except  paper 

$3,000/month 
("High  Volume 
Plan")  325,000 
copies.  (No  sup- 
plies included) 

Copy  Quality 

(From  good  originals) 

Excellent 

Excellent 

Copy  Quality 

(From  poor  or  color  originals) 

Very  good 

Good 

Number  of  Originals 

75  (Plus  con- 
tinuous loading) 

50 

Size-to-Size,  Copies  to  Originals 

Same 

1.7%  enlargement 

Automatic  Original  Feeder 
Size  Capability 

IBM  tab  card 
through  11"  X  17" 

Letter  through 
legal 

Efficiency  of  Operation 

Excellent 

Excellent 

Machine  Care 

Relatively  easy 

Relatively  easy 

Space  Requirements 

Approximately 
the  same 

Approximately 
the  same 

Impressions-Per-Hour 
(Single  Original) 

9,240 

7,200 

Appearance 

Functional 

Space  Age 

"Xerox"  is  a  registered  trademark  of  Xerox  Corporation.  Costs  based  on  published 
prices  as  of  September  15,  1976.  Performance  comparisons  based  on  published 
specifications  as  of  September  15.  1976  and  comparative  operating  tests  conducted  by 
Addressograph  Multigraph  in  June  1976. 


That's  the  difference  in  rental  cost  between  the  Xerox 
9200  duplicator  and  our  new  AM  4250MR  duplicator. 
It's  based  on  producing  325,000  copies  a  month  on 
one  shift — a  typical  high-volume  duplicating  work- 
load. For  his  325,000  copies,  the  Xerox  9200  user  on 
their  High  Volimie  Plan  pays  $3000  a  month  in  rent, 
plus  about  $400  for  supplies,  not  including  paper. 

But  on  our  new  AM  4250MR  automated  duplicator, 
you  can  run  these  same  325,000  plain-paper  copies 
for  just  $1,595,  including  all  supplies  except  paper. 
It  adds  up  to  a  $21,000  a  year  saving. 

For  500,000  copies,  the  Xerox  9200  High  Volume 
Plan  rental  charge  is  over  $4,100  a  month.  The  AM 
4250MR  can  easily  produce  500,000  copies  a  month, 
too.  But  you  never  pay  more  than  $1,595 — our 
maximum  monthly  rental  rate  for  one-shift  operation. 

But  what  about  productivity,  reliability,  and  copy 


quality?  Well,  we've  run  these  two  systems  in  compar- 
ative tests  and  the  results  shown  in  the  box  are  what 
we  foxmd.  While  the  Xerox  9200  is  less  versatile  in 
the  automatic  mode  than  our  system,  it  is  an  effective 
machine.  But,  to  us,  Xerox  costs  seem  extreme. 

If  your  organization  has  duplicating  volume  in  the 
50.000  to  500,000  copies  a  month  range,  we'd  like  to 
document  these  cost-saving  facts  for  you.  First,  by 
showing  you  a  special  executive  presentation  on 
today's  copymaking  technology  and  costs.  Right  in 
your  own  office — in  15  minutes. 

Then,  by  conducting  a  no-obligation  analysis  of  the 
copymaking  needs  of  your  own  organization — and 
how  to  meet  them  best  at  lowest  cost. 

When  our  sales  representative  contacts  you,  find  a 
few  minutes  for  him.  The  facts  you  gather  will  make 
it  time  well  spent.  Or,  contact  us  as  described  below. 


See  AM's  straight  talk  story 
on  high-volume  copying  costs. 

It  takes  just  15  minutes,  right  at  your  desk. 
Call  the  Multigraphics  Product  Manager  at 
yoxur  local  AM  Scdes  Office,  or  write 
Multigraphics  National  Marketing  Manager 
Paul  Morgan,  AM  Corxx)ration.  1834  Walden 
Office  Square,  Schaumburg,  Illinois  60196. 


The  Straight  Talking  Copy  People. 


ADDRESSOGRAPH  MULTIGRAPH 

MULTIGRAPHICS  DIVISION 


The  aircraft  industry  kno^vs  us. 
The  automotive  industry  knows  us. 
The  marine  industry  kno^vs  us. 
The  petroleum  industry  kno>vs  us. 
The  construction  industry  kno^vs  us. 
The  paper  industry  knows  us. 
Even  tennis  fans  are  getting 
to  kno>v  us."^ 


If  you  don't  know  us,  dorft  you 
think  it's  time  you  did? 

Over  the  past  1 2  years,  our  stock  dividends  have  totaled  more 
than  55%  and  our  50th  consecutive  quarterly  cash  dividend 
is  payable  on  October  3 1 ,  1976. 

For  an  annual  report  that  tells  you  who  we  are  and  what 
we  do,  write  us:  Grow  Chemical  Corporation,  345  Park  Ave., 

N.Y.,N.Y.  10022. 


Grow^ 
Chemical 

Leaders  in  the  New  Tech nolof^y 


*We  are  the  sponsor  of 
the  annual  Grow  U.S. 
Dbubles  Tennis 
Championship.  The 
first  major  competition 
of  its  kind  in  America 
with  grand  prix  status. 


The  other  was  to  underestimate  the 
size  of  the  market  for  turboprop  and 
turbofan  engines.  In  the  end,  the  two 
wrongs  canceled  each  other  out. 

Wetzel  has  the  reputation  for 
squeezing  a  Garrett  dollar  as  hard  as 
he  does  the  grapes  he  grows  on  his 
northern  California  vineyard.  He  ex- 
pects Garrett  to  ship  about  620  of 
its  $75,000  turboprop  engines  next 
year,  a  38%  increase  in  the  number  of 
these  powerplants  in  which  a  conven- 
tional propeller  is  coupled  to  a  gas 
turbine  engine. 

Garrett's  newer  turbofan  engine  is 
sweeping  its  own  field  because  it  is 
quieter  and  uses  much  less  fuel  than 
the  older  jet  engines  it  is  replacing. 
Since  the  first  sale  to  Gates  Learjet 
Corp.  in  1973,  that  engine  has  been 
selected  for  eight  other  executive  jets 
—most  of  the  principal  types  flying 
business  leaders  around  the  world. 

Wetzel  shrewdly  sized  the  Garrett 
turbofan  so  that  the  market  would  be 
big  enough  for  Garrett  to  make  some 
money,  but  not  so  big  that  it  would 
attract  "the  big  guys,"  as  Wetzel  put 
it.  And  that's  the  way  it's  working  out 
as  Garrett  gradually  squeezes  out  the 
old- technology  competition.  The  grav- 
el-voiced Wetzel  says  Garrett  will  de- 
liver about  450  of  those  $250,000  en- 
gines in  1977,  a  20%  increase  over 
the  number  expected  to  be  shipped 
this  year  from  Garrett's  Phoenix  plant. 

Problem  Child 

A  third  engine  still  under  develop- 
ment has  caused  Garrett  some  woes- 
including  a  $30.5-million  research  and 
development  write-off  in  1970.  This 
now  has  found  a  home  in  an  engine 
replacement  program  for  a  French- 
built  business  jet,  the  Falcon  20.  Gar- 
rett will  have  to  spend  another  $30 
million  over  the  next  two  years  to  put 
it  on  the  market,  but  Wetzel  is  op- 
timistic about  landing  other  orders 
for  this  somewhat  bigger  turbofan. 

Besides  Signal's  cheap  assets,  there 
is  little  doubt  that  thriving  Garrett  was 
one  of  the  things  that  attracted  Dres- 
ser, itself  a  technologically  advanced 
company.  Signal  is  somewhat  less  vul- ' 
nerable  to  takeover  now  than  it  was 
earlier  in  the  year.  At  23  recently,  its 
stock  is  up  more  than  ten  points 
from  last  year's  low,  and  earnings  at 
the  nine-month  mark  were  $2.14 
cents  a  share— an  18%  improvement 
over  1975.  Furthermore,  this  spring 
President  Shumway  soaked  up  about 
10%  of  Signal's  stock  in  a  tender  offer. 
But  the  stock  still  sells  well  below 
book  value,  and  its  assets,  especially 
Garrett,  seem  as  tempting  as  ever. 
Unless  Shumway  can  bring  the  rest  of 
the  business  closer  to  Garrett's  level  of 
performance,  he  may  well  face  further 
takeover  attempts.   ■ 
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How  a  Key  Agent  of  The  Home 

answered  the  call- 

with  service  beyond  the  call. 

In  Hempstead,  New  York,  Home  Key  Agent  your  Home  Key  Agent  is  the  key  man  to  see. 

Bob  Dowler  of  The  Dowler  Agency  was  He  gives  you  that  "Something  Extra'' 

driving  home  when  he  heard  the  alarm  and  For  the  names  of  Key  Agents  nearest  you, 

sawsmokeafew  blocks  away.  An  ex-volunteer  write  to  Customer  Service,  The  Home 


Insurance  Company,  59  Maiden  Lane, 
New  York,  N.Y  10038  or  look  for  them  in 
the  Yellow  Pages. 


fireman,  he  rushed  to  the  scene. 

Hempstead  High— a  school  he  insured  — 
was  burning.  Bob  talked  to  the  chief,  was 
issued  gear,  and  for  six  hours  he  helped  fight 
the  blaze  until  it  was  out. 

Like  other  Home  Key  Agents,  Bob  Dowler 
is  deeply  committed  to  his  community. 
And  to  his  clients. 

Service  beyond  the  call.  Just  one  more 
reason  why— when  it  comes  to  insurance—  ACity  investing  company 

Home  Key  Agents  give  you  that  "Something  Extras 


The  Home 

Insurance 
Company     I  n 


'A  few  strands  of  glass  fiber 
can  carry  as  many  ohone  calls 
as  this  copper  cableC 


Some  telephone  colls  will  soon  be  carried  on 
pulses  of  loser  light  through  a  tiny  gloss  fiber  about 
the  size  of  o  human  hair 

The  system  is  colled  Lightwove  Communica- 
tions. It's  being  developed  by  our  research  and 

manufacturing  people  as  on  alternative  to  the 

'h^TSS5!KS^  copper  wire  used  to  transmit  phone  colls  today 
^:::'t;^':^r!!^;'fS.::::^!r''  it's  so  superior  to  copper  that  o  few  strands  of 

the  ultra-transparent  gloss  con  carry  as  many  colls  as  o  big.  bulky, 
copper  coble. That  con  make  much  more  room  available  in  already 
crowded  underground  conduits  to  expand  service  when  i^'s  needed. 

'  Lightwave  Communications  may  also  help  us  bring  new  commun- 
ications services  to  your  home  or  business  in  the  future. 

And  unlike  copper,  we'll  never  run  out  of  the  natural  resource 
needed  to  moke  gloss.  It's  called  sand. 

The  Bell  System-people  using  technology  to  improve  service  and 
keep  down  costs-Keeping  your  phone  system  the  best  in  the  world. 


(S)  Bell  System 
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We're  showing  it  to  the  world. 


Concoiirs.  A  worKI  class  liixiiry  ctiiiipact 
from  Clic\rolet.  liuilt  with  a  (.|iialit\  (hat's 
fully  in  tune  wifli  toilay's  \><>rKI  ami  its 
attitiule  touarti  aiitoniotixc  \alue. 

The  trim,  elejiantlv  ilesi}j:iic(.l  Concoiirs 
exterior  is  at  home  anvw  here  in  (he  world. 

Insitle,  Concours  displays  a  liixiirioiis, 
finely  detailed  interior  tha(  will  stand  up 


proiidK  (o  in(ernational  stanilards.  Hnl 
Concours  is  (ar  more  than  appearance. 
Its  sensible  sire  anil  refine*.!  enj^ineerinu 
allow  it  to  feel  completeK   in  charge  on 
luirope's  autobahns  or  America's  lreewa\s. 
V\'hen  we  hiiild  a  liixiirv  compact,  we 
huild  one  >t>irll  want  to  tell  the  wurld 
about. 


CONCOURS.  A  world  class  luxury  compact. 


Down  At  The  Heels, 

But  Fat  In  The  Pocketbook 


An  elderly  Dane  invented  them,  U.S.  college  kids  loved  them, 
and  the  giant  shoe  companies  eventually  copied  them.  But 
it  took  a  couple  of  New  York  City  amateurs  to  see 
that  the  Earth  shoe  could  be  big  business. 


"Earth"  is  the  registered  trademark 
of  the  original,  down-at-the-heels, 
high-at-the-toe  clodhopper  developed 
by  Anne  Kalso  in  Denmark  19  years 
ago.  The  Earth  shoe  has  become  a 
symbol  of  the  times.  Rightly  or  wrong- 
ly, people  associate  it  with  comfort, 
tiie  natural— as  opposed  to  the  stiflF, 
the  artificial,  the  disciplined. 

Whatever  it  means,  the  Earth  shoe 
has  made  an  overnight  success  out  of 
a  smiling,  shrewd  New  Yorker  named 
Raymond  Jacobs,  53,  and  his  wife, 
Eleanor,  47.  Jacobs,  a  furrier-tumed- 
photographer-turned-shoemaker  is  the 
president  and  chairman  of  New  York- 
based  Kalso  Systemet  Inc.,  which 
has  grown  from  sales  of  $60,000  in 
one  Manhattan  store  to  sales  of  $14 
milUon  nationally  in  135  stores  in  jusf 
six  years. 

The  original  inventor,  Anne  Kalso, 
is  a  trim,  multilingual,  71-year-old 
yoga  enthusiast  from  Denmark.  She 
claims  to  have  designed  her  shoe  in 
the  form  of  a  footprint  in  the  sand.  A 
wide,  square-toed,  casual  shoe  with  a 
rubber  composition  sole,  it  is  low  in 
the  back,  high  in  the  front  and  gives 
a  rocker-like  motion  to  the  walk.  The 
construction  of  the  negative-heel  sup- 
posedly recreates  underfoot  man's  nat- 
ural terrain  now  buried  under  cities  of 
asphalt  and  steel.  Kalso  is  a  paid  re- 
search consultant  with  the  Jacobs 
company  and  receives  a  royalty  on 
every  shoe  to  boot. 

The  California  College  of  Podiatric 
Medicine  in  San  Francisco  tested  the 
shoe  last  year  and  concluded  that  it 
cannot  be  worn  by  everyone.  At  least 
70%  of  the  population  would  find  the 
shoes  beneficial,  the  study  said,  but 
those  with  flat  feet,  very  high  arches 
or  shortened  calf  muscles  could  be 
made  uncomfortable  wearing  them. 

"We  don't  make  any  health  claims 
concerning  our  shoe,"  Jacobs  said,  sit- 


ting behind  his  cluttered  desk  on  the 
14th  floor  of  his  Park  Avenue  head- 
quarters in  Manhattan.  A  pale  cloud 
of  smoke  from  his  cigar  hung  in  the 
air  partially  obscuring  the  modern 
paintings  and  art  objects  that  filled 
the  room.  It  was  a  far  cry  from  the 
basement  ofiice  of  his  first  shoe  store 
on  East  17th  Street. 

"Its  function  is  comfort,  not  cor- 
rection," chimed  in  Eleanor,  mother 
of  two  and  vice  president  in  charge 
of  public  relations. 

Copies  Galore 

Whatever  it  does  for  the  wearer, 
the  Earth  shoe  does  great  things  for 
its  sponsors.  In  1970  Kalso  Systemet 
Inc.  had  100%  of  the  "negative"  shoe 
market.  Now  practically  every  major 
shoe  company  is  selling  a  variation  of 
the  Earth  shoe.  "We  knew  we  couldn't 
keep  the  big  shoe  companies  from 
copying  our  shoe,"  said  Jacobs,  but 
his  wife  is  not  so  philosophical.  Just 
the  mention  of  Thom  McAn's  Exer- 
sole,  one  of  the  most  successful  copies, 
makes  her  blood  boil.  "Not  only  did 
they  copy  our  shoe  but  even  our  mar- 
keting techniques,"  Eleanor  said  in- 
dignantly. 

Thom  McAn's  Exersole  looks  like 
the  Earth  shoe  almost  down  to  the  last 
stitch.  The  Earth  shoe  is  marketed  in 
a  burlap  bag;  so  was  the  Exersole 
until  early  this  year.  McAn,  a  division 
of  Melville  Corp.,  has  used  a  picture 
of  the  earth  in  its  store  displays  and 
has  introduced  the  Exersox,  a  carbon 
copy  of  Kalso's  own  Earth  sock. 

Imitation  may  be  the  sincerest  form 
of  flattery,  but  price-cutting  is  a  dif- 
ferent matter.  The  Jacobs  charge  $35 
to  $40  a  pair  for  about  80%  of  their 
leather  and  rubber  originals.  Com- 
petitors' shoes  go  for  $25  or  so.  The 
originals  also  require  for  most  people 
an   irritating    two-week   break-in    pe- 


riod when  calf  muscles  and  arches 
adjust,  sometimes  painfully,  to  the 
radical  tilt  of  the  shoe.  The  less  sharp- 
ly inclined  imitations  require  almost 
no  adjustment  time,  but  offer  fewer 
benefits  to  the  foot. 

Copying  the  Earth  shoe  was  the 
salvation  of  Duchess  Footwear  Corp. 
of  South  Berwick,  Me.  Duchess  was 
close  to  insolvency— a  casualty  of  per- 
sistently rising  shoe  imports.  Thanks 
to  a  $3-million  government  loan  and 
the  Rocky,  a  new  shoe  style  modeled 
after  the  Earth  shoe.  Duchess  is  back 
in  the  black. 

The  Rocky  is  not  a  negative-heel 
shoe;  it  only  looks  like  one.  Others, 
like  the  Toronto-based  Roots  Natural 
Footwear  shoe,  do  approximate  the 
design  of  Kalso's  original.  Roots  is  a 
three-year-old  operation  run  by  two 
ex-Detroiters,  Michael  Budman  and 
Don  Green,  and  has  an  annual  sales 
volume  of  $15  million. 

Can  Kalso  Systemet  Inc.  survive  in 
the  face  of  such  high-powered  com- 
petition? "Absolutely,"  said  Jacobs. 
"The  big  companies  are  conditioned 
to  change  styles  every  few  years. 
When  they  drop  the  negative  heel  for 
another  style,  we'll  still  be  here  mak- 
ing the  same  high-quality  shoe  with 
all  the  care  and  craftsmanship  that 
is  lacking  in  the  imitations." 

Jacobs  opened  his  first  store  on  Apr. 
1,  1970,  Earth  Day.  "That's  how  I 
came  up  with  the  name  Earth  for  my 
shoes,"  said  Jacobs,  chuckling.  The 
Jacobs  stumbled  into  the  shoe  busi- 
ness, thanks  to  Eleanor's  aching  feet. 
She  purchased  a  pair  of  Kalso's  shoes 
in  Copenhagen,  hoping  to  find  help 
in  pounding  the  tourist  trails  of  Eu- 
rope. She  loved  the  shoes. 

"It  was  pure  impulse,"  Jacobs  said, 
that  brought  him  back  to  Copenhagen 
and  his  first  interview  with  the  in- 
ventor. "I  knew  nothing  about  selling 
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Handling  freight 

is  ourivay  of  serving  you 


'Piggy-'BcMife. 

Just  right  for  many  types 
of  your  shipments,  and 
the  price  is  right,  too! 
Seven  basic  plans  provide 
a  price  to  fit  your  needs. 


Call  your  nearest 
Santa  Fe  Rep.  or  write 
Freight  Traffic, 
80  E.  Jackson  Blvd., 
Chicago,  III.  60604 
Phone:  (312)  427-4900 


Loading  or  unloading  trailers  takes  about 
two  minutes  in  Santa  Fe  Piggy-Back  terminals. 


individual 

(in'di.vij'oo.al)/!.  1.  Characteristics  of 
a  single  person  or  thing.  2.  Pertaining 
to  the  methods  of  your 
local  Nation alease 
Affiliate  in  serving  cus- 
tomers according  to 
the  circumstances  of 
each  situation,  etc.  3. 
Seldom  found  in  pol- 
icy-bound giant  leas- 
ing companies. 

^m-    if«sws»^      Pq^  nearest  Nationalease  Affiliatfe  call  collect:  312  782  2991 

National  Truck  Leasing  System 

One  North  Wacker  Drive /Chicago,  Illinois  60606 

You  define  your  needs... Nationalease  will  meet  then). 
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shoes  or  marketing."  Jacxtbs  had 
worked  in  his  father's  fur  biisiness  un- 
til he  gave  it  up  at  age  30  for  the 
camera  and  darkroom  as  a  free-lance 
photographer  and  film  producer. 

He  returned  to  New  York  and  with- 
in a  couple  of  months  scraped  to- 
gether $30,000  and  borrowed  a 
matching  sum  from  a  friend.  Where 
^^Kalso's  customers  were  middle-aged 
Danes  with  foot  problems,  Jacobs 
saw  a  different  market  in  the  anti- 
pollution, back-to-nature,  countercul- 
ture student  of  the  Seventies. 

He  took  special  care  in  designing 
his  first  New  York  store.  He  wanted  a 
casual,  comfortable  feeling— antiques, 
wood  paneling,  natural  colors,  plants. 
Without  money  for  advertising,  Jacobs 
depended  on  word  of  mouth  through 
the  vuiiversity  grapevine  to  attract 
new  customers. 

Within  a  year  of  opening,  Jacobs 
was  approached  by  some  enterprising 
students  asking  permission  to  open 
their  own  stores.  "Those  early  store 
owners  were  mostly  vmder-30  students 
who  had  purchased  the  shoes,  liked 
them  and  wanted  to  sell  them  in  their 
hometown  or  school,"  Jacobs  claimed. 
More  recently  the  college  student- 
entrepreneur  has  been  joined  by  the 
established  merchant  who  sees  a  ready 
market  for  the  shoe.  New  stores  are 
now  opening  at  the  rate  of  about 
30  per  year. 

Expanding  Room 

Initially,  Jacobs  got  all  his  shoes 
from  Denmark.  By  the  end  of  1972 
demand  was  so  great  that  he  was 
forced  to  think  about  making  his  own 
shoes.  Jacobs  purchased  an  aban- 
doned shoe  factory  in  Middleboro, 
Mass.  for  $65,000.  He  then  negotiated 
a  $165,000  loan  from  the  Massachu- 
setts Business  Development  Corp.,  a 
consortium  of  banks  working  to  re- 
duce unemployment  in  the  state.  Mid- 
dleboro town  fathers  came  up  with  a 
special  tax  program  to  give  the  fledg- 
ling factory  financial  breathing  room. 

"It  was  in  1974  that  we  first  de- 
cided to  advertise  nationally,"  Jacobs 
said.  "We  spent  around  $163,000  on 
our  first  campaign."  The  company's 
campaign  coincided  with  two  stories 
on  its  product  by  national  publica- 
tions. "All  hell  broke  loose,"  Jacobs 
said.  A  new  ad  was  released  begging 
customers  to  be  patient.  It  was  at 
this  juncture  that  other  shoe  compa- 
nies leaped  into  the  breach. 

Whether  the  Earth  shoe  fades  or 
persists,  whether  its  benefits  are  in  the 
instep  or  in  the  mind,  Ray  and 
Eleanor  Jacobs  have  proved  once 
again  that  there  remains  plenty  of 
room  for  individual  entrepreneiu-s  in 
this  country.  And  they  have  a  multi- 
million-dollar net  worth  to  prove  it.  ■ 
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The  Mmerican  Chief  Executive 


He  knows  \dien  not  to  delate. 

Some  things  he  simply  can't  afford  to  delegate.  And  one  of  these  is  accounta- 
bility for  his  corporate  insurance  program. 

He  knows  he  can  directly  influence  his  company's  loss  experience, 
so  he  involves  himself  in  corporate  safety  programs.  From  his  insurer  he 
demands  superior  safety  services;  from  his  own  staff,  effective  follow 
through.  Above  all,  he  works  with  his  insurance  company's  people  to 
eliminate  hazards  and  to  monitor  claims  and  other  costs.  He  insists  that 
his  insurer  be  a  prudent  custodian  of  the  dollars  to  be  paid  for  losses, 
because  loss  pay-out  is  the  ultimate  test  of  his  insurance  program. 

If  the  CEO  is  insured  with  American  Mutual,  he  is  teamed  with  Amer- 
ica's most  experienced  liability  insurance  company.  When  it  comes  to 
safety,  we  have  nearly  90  years  of  experience  in  turning  liabilities  into  assets. 


J^merican 

^^i^UtUOl  We  want  to  keep  you  safe,  and  sound. 

INSURANCE  COMPANIES, 
WAKEFIELD,  MASS.  01 880 
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Time  For  A  New  Look 


By  PAUL  GIBSON 

In  1970  Wall  Street  believed  F.W. 
Woolworth  Chairman  Lester  A.  Bur- 
cham's  promise  of  better  earnings; 
within  months  the  stock  almost  dou- 
bled to  55.  But  when  Burcham  failed 
to  deliver,  Woolworth  stock  fell  even 
faster  than  its  earnings,  to  8  in  1974. 
Today  it's  in  the  low  20s. 

At  that  level,  the  market  is  pricing 
at  $600  million  a  company  with 
worldwide  sales  of  $6  billion,  earnings 
of  $114  million  and  a  book  value  of 
$910  million.  Woolworth  sells  at  bare- 
ly seven  times  1975  earnings,  vs.  16 
for  J.C.  Penney,  17  times  for  Sears, 
Roebuck  and  20  times  for  S.S.  Kresge. 

Thus  rebuffed,  Burcham  closeted 
himself  on  the  24th  floor  of  New 
York's  landmark  Woolworth  Building, 
in  the  marble-  and  gold-pilastered 
ofiRce  (copied  from  Napoleon's  li- 
brary) that  Woolworth  maintains  as  a 
shrine  to  its  former  glory. 

Lately,  however,  the  heavy-jowled 
Burcham,  now  63,  is  wooing  the  in- 
vestment community  again.  In  Septem- 
ber he  traveled  to  San  Francisco  to 
hail  Woolworth's  earnings  gains  (up 
at  least  10^  this  year,  with  a  good 
1977  ahead ) .  Last  month  he  sent  top 
aides  to  tell  a  private  New  York  lunch 
hosted  by  broker  Gerald  Tsai  of  a 
probable  dividend  hike. 

Wall  Street  remains  wary.  Finish- 
ing their  luncheon  of  fried  flounder 
and  string  beans,  the  24  portfolio 
managers  applauded  politely,  picked 
up  shopping  bags  of  free  Woolworth 
goodies  (retail  value  $7.75)  and  con- 
tinued to  ignore  the  stock. 

Maybe  they  shouldn't. 

It  isn't  just  that  Woolworth's  up- 
coming Christmas  trade  should  match 
last  year's  strong  fourth  quarter.  Or 
that  Woolworth  no  longer  faces  W.T. 
Grant  in  neighborhood  shopping  cen- 
ters. What's  also  different  is  that  Wool- 
worth  is  no  longer  bleeding  from  its 
53%-owned  British  subsidiary  and  its 
Woolco  discount  chain. 


As  recently  as  1965  British  Wool- 
worth  provided  nearly  half  the  parent 
company's  profits.  By  1971  it  was  only 
30%.  This  year  it  will  be  under  10%, 
probably  less  than  25  cents  a  share. 

For  that,  blame  the  battered  pound 
more  than  the  stodgy  management. 
Recently,  it  has  beefed  up  its  adver- 
tising until  it  is  Britain's  second-larg- 
est TV  advertiser  and  is  expanding 
into  women's  fashions  and  bigger- 
ticket  furniture.  This  year  British 
Woolworth's  sales  should  be  up  14% 
(in  local  currency)  and  profits  ahead 
10%— a  very  creditable  showing. 

With  the  pound's  collapse,  no  one 
can  say  what  will  happen  to  Wool- 
worth's  business  there  next  year.  But 
the  point  is  that  the  level  of  British 
earnings  remitted  is  no  longer  so  criti- 
cal to  the  parent  company.  As  Wool- 
worth  President  Edward  Gibbons  puts 
it,  "There's  some  cold  comfort  in  the 
knowledge  that  our  reliance  on  them 
has  diminished  considerably." 

New  Woolco  Combo 

What  is  crucial  is  what  happens  to 
Woolworth  in  the  U.S.— especially  in 
discount  retailing.  Woolworth  got  into 
discounting  in  the  early  1960s  when 
Kresge  did.  But  where  Kresge  in  1975 
had  935  K  marts  with  $6.3-billion 
sales,  Woolworth  had  only  253  Wool- 
co units  with  less  than  $2-billion  sales. 
You  can  blame  that  on  a  classic  re- 
tailing blunder.  For  years  Woolworth 
had  doubts  about  discounting.  Ner- 
vously, Burcham  and  Woolworth's  top 
brass  ran  Woolco  on  a  tight  financial 
leash  from  headquarters. 

"That   policy   was    an    awful    mis- 
take,"   says    Gibbons,    who    came    in 
1973  from  United  Brands  as  financial 
vice  president.  "How  can  you  run  a 
chain  from  headquarters?" 

You  can't.  And  as  a  national  chain 
with  no  clear  identity  to  customers 
or  staffers,  Woolco  floundered. 

But  for  three  years  now  Woolworth 
has  been  slowly  melding  its  discount 
and  variety  operations.  Woolco,  now 


run  out  of  six  regional  offices,  does  vir- 
tually all  its  buying  and  advertising 
joindy  with  the  variety  stores.  "Our 
combined  purchasing  power,"  says 
Gibbons,  "makes  it  possible  to  im- 
prove our  margins  while  passing  on 
price  advantages  to  our  customers." 
In  a  tough  retail  scene,  Woolco's  sales 
and  net  have  set  records  for  the  last 
15  months.  Since  1973  its  sales  per 
square  foot  are  up  from  $58  to  $70. 
That's  still  well  below  the  $90-plus 
the  typical  K  mart  gets— but  it  has 
been  achieved  without  draining  any 
of  Woolworth's  variety  store  business. 

Since  1965  Woolworth  has  closed 
761  small  variety  store  units.  Its  re- 
maining 1,519  run  from  10,000  to 
178,000  square  feet  and  today  com- 
pete head-on  with  Sears  and  Penney 
in  regional  shopping  centers  by  fea- 
turing fashions  and  major  appliances 
as  much  as  pots  and  pans.  Last  year 
Woolworth's  variety  stores  racked  up 
$2.1  billion  in  sales.  Since  1971,  only 
Kresge  among  the  giants  has  out- 
paced Woolworth's  gains  in  sales  (up 
66%)  or  earnings  (up  61%).  This  year 
even  skeptics  predict  Woolworth  will 
make  $4,  vs.  $3.33  in  1975. 

Woolworth  has  also  tidied  its  bal- 
ance sheet.  This  fall  it  agreed  to  sell 
its  customer  accounts  receivable  to 
General  Electric  Credit  Corp.  for 
$204  million  cash— money  it  will  prob- 
ably use  to  reduce  its  debt. 

Not  that  Woolworth  is  going  to  turn 
overnight  into  a  retailing  star  like 
Kresge.  But  by  bringing  Woolco  and 
the  variety  stores  closer  together  and 
by  concentrating  discount  efforts  in 
key  markets  like  Houston  and  Phil- 
adelphia, Woolworth  has  shown  it 
can  offer  a  broader  range  of  mer- 
chandise backed  by  more  advertising 
and  at  prices  even  Kresge  can't  beat. 
Says  Gibbons:  "I  can  see  a  greater 
opportunity  in  the  U.S.  for  sales  and 
earnings  growth  for  Woolworth  than 
I  did  even  a  year  ago." 

Time,  in  short,  for  Wall  Street  to 
take  another  look.   ■ 
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Dallas'  Barclay  Square  Project: 

HUD  just  sold  it  for  70  cents  on  the  dollar. 

The  Housing  IViess: 
Will  We  Ever  Learn? 


The  Washington  air  is  rife  with  talk  about  new  federal  housing  programs. 
Meanwhile,  HUD  is  still  trying  to  clean  up  after  the  last  ones. 


One  rainy  Wednesday  morning  last 
month  a  small  group  of  people  gath- 
ered around  a  table  in  the  chart-filled 
Office  of  Property  Disposition  at  the 
Department  of  Housing  &  Ui'ban  De- 
velopment in  Washington,  D.C. 

At  precisely  11  a.m.  William  Cam- 
eron, the  crisp  and  efficient  director 
of  the  office,  walked  in,  greeted  the 
gathering  and  began  to  read  the 
freshly  opened  bids.  A  few  tense  min- 
utes later  it  was  apparent  that  the 
new  owner  of  the  Barclay  Square 
Apartment  complex  ten  miles  south- 
east of  downtown  Dallas  was  the 
Scott  family:  Douglas  and  his  sons, 
Richard  and  Doug,  of  Wheaton,  111. 
The  Scotts  had  oflFered  $1,557,000  for 
the  ten  two-story,  14-imit  buildings. 
Their  offer  was  $52,000  higher  than 
the  second-best  bid.  Some  competitors 
considered  it  high— "they'll  have  to 
raise  rents,"  was  the  comment  of  one 
losing  bidder. 

The  Scotts  admitted  to  being  "some- 
what disconcerted"  that  other  high 
bids  came  from  areas  outside  Dallas. 
("Maybe  local  investors  know  some- 
thing we  don't,"  mused  Richard 
Scott.)  Nonetheless,  the  winning  bid 
was  $700,000  below  what  the  project 
had  cost  the  Federal  Housing  Admin- 
istration's general  insurance  fund, 
which  means  HUD  was  getting  back 
just  70  cents  on  its  dollar. 

The  betting  is  that  the  new  Admin- 
istration will  have  housing  high  on 
its  agenda.  But  before  povuing  fresh 
billions  of  government  money  into  the 
industry,  the  President-elect  and  his 


advisers  would  do  well  to  pay  atten- 
tion to  such  auctions  and  what  they 
represent.  These  auctions  are  the  flot- 
sam and  jetsam  of  the  last  great  gov- 
ernment programs  for  housing— those 
of  the  1960s.  The  Office  of  Property 
Disposition  has  been  offering  an  av- 
erage of  nine  multifamily  projects  per 
month  for  the  last  several  years.  That 
number  is  expected  to  increase  this 
year  to  about  40  per  month. 

It's  not  that  more  government-sub- 
sidized and  insured  multifamily  pro- 
jects are  getting  into  trouble.  It  is, 
rather,  that  projects  that  got  into  trou- 
ble between  one  and  five  years  ago 
at  the  height  of  the  housing  scandals 
and  in  the  depths  of  the  recession  are 
just  now  coming  up  for  sale. 

Pillar  To  Post 

For  many  of  them  it  has  been  a 
long  journey.  The  original  mortgagee 
on  a  government-sponsored  multifam- 
ily project  almost  never  forecloses 
himself  (as  he  does  on  a  single-fam- 
ily home).  He  has  the  option  of  as- 
signing the  loan  to  HUD  when  the 
owner  first  defaults.  Quite  often  he 
takes  that  option  because  it  is  usually 
less  costly  and  much  less  of  a  head- 
ache for  him  in  the  long  run  to  pay 
the  HUD-imposed  penalty  than  to 
foreclose.  Thus  HUD's  Office  of  Loan 
Management  becomes  the  mortgage 
holder.  That  office  is,  quite  nattiral- 
ly,  much  more  interested  in  helping 
the  owner  work  out  his  problems  than 
in  foreclosing.  Who  isn't? 

If  foreclosure  becomes  necessary,  it 


can  take  some  13  or  14  months.  So 
the  Office  of  Property  Disposition  is 
just  now  getting  a  big  chunk  of  multi- 
family  projects  to  dispose  of.  "Our 
goal  is  to  sell  40,000  units  this  year," 
says  Cameron.  His  office  already  holds 
38,000  in  inventory  and  it  expects  to 
acquire  some  35,000  more— which  are 
already  in  the  foreclosure  mill.  So 
even  if  the  office  meets  its  sales  goal 
of  40,000  units,  it  will  still  have  near- 
ly 33,000  units  on  hand  this  time 
next  year.  The  projects  it  already  has 
on  inventory  have  so  far  cost  the  in- 
surance fund  $483  miUion,  and  it  will 
realize  maybe  half  this  through  the 
foreclosure  sales. 

HUD's  real  estate  men  are  by  no 
means  new  to  the  game.  They  have 
already  pared  the  Government's  in- 
ventory of  foreclosed  single-family 
homes  down  to  39,000  from  78,000 
2Jj  years  ago.  They  did  it  by  making 
the  properties  attractive  and  selling 
them  at  the  furious  pace  o'f  5,000 
per  month  (Forbes,  May  15,  1975). 

The  multifamily  projects  that  are 
the  focus  of  this  year's  efforts  are  the 
remnants  of  26  different  housing  pro- 
grams enacted  by  Congress  through 
the  years,  theoretically  for  the  bene- 
fit of  the  underhoused,  but  in  reality 
mostly  to  the  profit  of  developers  and 
tax-shelter  seekers.  (They  contributed 
enormously  to  inflation  besides,  but 
that's  another  story. ) 

The  programs  are  known  by  the  sec- 
tions of  the  various  housing  acts  that 
gave  them  existence.  For  example. 
Section   236,   Section   221    (d)    (3), 
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Ife  easy  to  see 
why  Ferro's  growing... 


Total  Sales 
Chemical  Group 


Pre-Tax  Income 
Chemical  Group 
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just  look  around  you. 


Specialty  chemicals  have  been  Ferro's  fastest  growing  product 
line.  In  1971  they  accounted  for  12.0%  of  sales  ...  in  1975,  15.2%. 
In  1971  they  represented  6.3%  of  pre-tax  income  ...  in  1975, 
18.8%.  And  Ferro's  broadened  technology  has  widened  markets: 
preservatives  for  cosmetics  and  pharmaceuticals,  plastic  and 
industrial  lubricant  additives,  paper  chemicals  and  more.  They're 
in  products  you  see  and  use  every  day.  Ferro  growth  has  been 
national  and  international,  in  specialty  materials:  coatings,  colors, 
ceramics  and  specialty  chemicals  used  in  pleasure  boats, 
luggage,  stereo  sets,  glass  and  plastic  products  of  ail  kinds.  Just 
look  around  you.  What  you  can't  see  is  how  Ferro's  acquisitions, 
particularly  in  the  field  of  specialty  chemicals,  have  helped  Ferro 
grow  profitably.  You  can  read  about  it  in  Ferro's  1975  Annual 
Report.  For  your  copy,  write:  Department  F,  Ferro  Corporation, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 


® 


FERRO 

CORPORATION 


Section  221    (d)    (4),   Section   608. 

Barclay  Square  is  a  Section  221 
(d)  (4)  project.  That  means  it  was 
built  by  "profit-motivated  developers" 
for  "low-  to  moderate-income  fami- 
lies" as  provided  for  under  that  sec- 
tion of  the  1959  Housing  Act.  Bar- 
clay Square  was  not  a  subsidized 
project;  its  mortgage  of  $1,983,900 
was  insured  by  the  FHA.  The  original 
mortgage  was  endorsed  on  June  1, 
1971.  The  project  defaulted  just  one 
month  later. 

The  problem,  according  to  Sidney 
Miller  of  HUD's  Dallas  oflBce,  was 
that  the  owners  simply  couldn't  rent 
enough  apartments  to  generate  suflB- 
cient  cash  to  pay  the  bills.  One  rea- 
son could  well  have  been  the  number 
of  other  HUD  projects  in  the 
area.  "There  were  11  other  multifam- 
ily  projects  in  the  immediate  vicinity 
that  were  not  only  FHA  insured  but 
also  subsidized,"  Miller  reports. 
"There  were  also  a  large  number 
of  subsidized  single-family  homes." 
HUD  was  assigned  the  loan  in  Oc- 
tober 1971.  Despite  several  workout 
attempts,  the  Department  acquired 
the  property  last  January.  OflBce  of 
Property  Disposition  staflFers  are  proud 
that  they  were  able  to  repair  dam- 
ages, do  some  landscaping,  bring  the 
occupancy  rate  up  to  90^  and  have 
the  whole  project  ready  for  sale  in 
only  ten  months. 

Horrible  Examples 

Section  221  (d)  (4)  has  one  of  the 
worst  failure  rates  of  the  Government's 
unsubsidized  multifamily  projects. 
The  main  problems  these  projects  ran 
into  apparently  were  inflation  and 
overbuilding,  financed  in  many  cases 
by  tax-shelter-seeking  investors.  It's 
an  old  story  with  government  sub- 
sidies of  one  sort  or  another;  the  spon- 
sors often  are  more  interested  in  creat- 
ing investment  merchandise  than  in 
meeting  a  need  in  the  marketplace. 

But  the  program  under  which  the 
Barclay  project  was  built  wasn't  the 
worst  source  of  boondoggles.  The 
booby  prize  goes  to  a  subsidized  pro- 
gram. Section  221  (d)  (3)  (with 
rent  supplements).  "This  program 
just  never  worked  well,"  understates 
a  HUD  staffer.  Projects  were  built 
for  very-low-income  families,  families 
who  had  to  qualify  for  public  hous- 
ing. The  projects  were  FHA  insured; 
in  addition,  every  unit  was  subsi- 
dized. Tenants  paid  25%  of  their  in- 
come or  (and  this  was  the  kicker) 
30%  of  the  rent— whichever  was  great- 
er. HUD  picked  up  the  diflFerence 
between  that  and  government-deter- 
mined fair  market  rents.  When  own- 
ers' costs— primarily  utilities,  taxes  and 
maintenance— skyrocketed,  rents  sim- 
ply couldn't  be  raised  to  cover  them. 


66 


FORBES,    NOVEMBER    15,    1976 


€^PI^  VS 


^BmUSlna 


^^a^^^mmmmms^^^- 


!ffi3S:^::-v.  *:;^-?;;^:v:^-.^-^>;:-:;-3ft.?^ 


Our  clients  received  tliis  new  in-depth, 
pro-and-con  report  with  our  compliments 

So  can  you. 


This  study  of  different  sized  cars  takes  into  consideration  the 
latest  data  on  the  energy  shortage  and  inflation.    It  reveals  — 

1)  How  large  and  small  cars  compare  in  operating  economy, 
resale  value,  efficiency  and  safety. 

2)  How  high  mileage  and  hard  use  may  effect  maintenance 
and  replacement  cycling. 

3)  Plus  accurate  side-by-side  measurements  of  the  monthly 
expenses  and  depreciation  for  large  and  small  cars. 

And  a  great  deal  more. 

So  clip  out  the  coupon  and  send  for  our  new  report  com- 
paring small  vs.  large  cars.    Size  them  up.    For  free. 


6200  N.  Western  Ave.,  Chicago,  Illinois  60659 

Leasing  Chevrolets  and  other  fine  cars  and  trucks  for  over  38  years. 

Serving  over  500  of  America's  leading  corporations. 


WHEELS  inc.  and  associated  companies 

6200  N.  Western  Ave.,  Chicago,  111.  60659  Uept.  F-116 

I'm  interested  in  finding  out  exactly  how  much  money,  time 
and  effort  1  can  save  in  my  fleet's  operation.  Please  send  me 
Wheels'  "Big  vs.  Small  Cars"  report  without  cost  or  obligation. 


We  operate 
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D  Co.  Owned 
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TITIF 
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CITY 

STATF 

7IP 

"..a delightsome  land!* 

U  —Captain  John  Smith  (1608) 

Today,  Maryland  is  still  a  "delightsome  land".  .  .  not  only  for 
living,  but  for  business  as  well.  Consider  Maryland's  unique 
locational  advantages,  for  instance.  Maryland's  location  pro- 
vides overnight  truck  delivery  to  one-third  of  the  U.  S.  market. 
First  day  rail  delivery  reaches  37%  of  the  market. 

Three  major  railroad  lines,  350  highway  common  carriers,  the 
Baltimore-Washington  International  Airport,  the  world  famous 
Port  of  Baltimore  (200  miles  farther  inland  than  the  next  closest 
Atlantic  coast  port)  and  Maryland's  excellent  highway  network 
provide  quick  access  to  markets. 

Add  Maryland's  strong  financing  and  labor  training  programs, 
its  ombudsman  program  to  assist  existing  business  and  the 
State's  genuine  livability  — and  you've  got  good  reason  to 
consider  Maryland  when  conducting  a  site  survey. 

Maryland 
Department  of  Economic  and  Community  Development 

Room  F-116,  1748  Forest  Drive,  Annapolis,  Maryland  21401 

Phone:  301-269-3514 

Maryland 
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The  Goveniment  had  no  choice  but 
to  become  the  landlord. 

Under  another  variation  of  Section 
221  (d)  (3),  projects  got  mort- 
gages at  below  market  interest  rates 
(BMIR),  namely  3%.  The  lender  sold 
the  mortgage  to  the  Government  Na- 
tional Mortgage  Association  at  a  price 
that  would  yield  him  the  market  rate. 
This  variation  didn't  do  well  either. 
According  to  HUD  staffers,  that  was 
at  least  partly  because  developers 
loaded  on  front-end  charges,  such  as 
engineering  and  architects'  fees.  The 
rents  that  were  supposed  to  be  based 
on  the  3%  interest  rate  turned  out 
to  be  not  significantly  lower  than 
those  in  surrounding  buildings  fi- 
nanced at  regiJar  rates. 

Another  subsidy  program,  Section 
236  of  the  1968  Housing  Act,  had 
similar  problems.  Projects  built  under 
this  scheme  were  granted  interest  rate 
subsidies  down  to  1%.  Developers  un- 
derestimated their  expenses  to  qualify 
for  the  program.  When  the  low-in- 
come rents  they  charged  couldn't 
meet  construction  costs,  HUD  was 
forced  to  grant  the  developers  rent 
increases— pushing  the  housing  up 
and  out  of  reach  of  low-income  fam- 
ilies. Developers  weren't  reprimanded 
for  their  shenanigans;  the  whole  idea 
was  to  encourage  them  to  get  projects 
built  as  quickly  as  possible.  Controls, 
obviously,  should  have  been  stronger. 

Back  In  The  Soup? 

Because  of  the  serious,  and  some- 
times scandalous,  problems,  ex-Presi- 
dent Nixon  imposed  his  now  famous 
"moratorium"  on  government  housing 
programs  in  January  1973.  Partly  be- 
cause of  that,  partly  because  of  the 
improving  economy  and  partly  be- 
cause of  HUD  initiatives— a  policy  of 
forebearance,  a  computerized  early- 
warning  system  and  a  controversial 
piggyback  subsidy  program— the  de- 
fault rate  and  the  foreclosure  rate  on 
multifamily  projects  are  down  now. 
HUD  real  estate  men  are  optimistic 
that  after  next  year's  big  push  the 
numbers  will  level  off. 

But  they  have  no  assurance.  Rent 
supplement  funds  have  been  cur- 
tailed and  the  piggyback  subsidy 
program  may  not  be  renewed.  So 
those  projects  currently  sustained  by 
these  subsidies  could  go  under.  Then, 
too,  there's  no  indication  in  Washing- 
ton that  anyone  has  learned  anything 
from  the  dismal  record.  The  clamor 
is  up  for  new  subsidies  and  more 
housing  programs. 

Maybe  someday  people  will  learn 
that  goveniment  spending  is  not  the 
cure-all  for  social  ills.  Until  that  day 
comes,  however,  smart  promoters  will 
go  on  making  big,  fast  money  off  the 
taxpayer.   ■ 
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Of  paper 
planes  and  prototypes. 


Paper  planes  are  fun  to  talk  about,  but  the  difference^ 
between  promises  and  production  can  be  a  rude  awakening. 
Prototypes  sound  great,  but  testing  takes  years  and  can 
be  full  of  surprises.  In  the  real  world  of  actual  performance 
and  firm  delivery  dates,  you  can  get  delivery  on  only  one 
new,  truly  comfortable,  transcontinental  business  jet  in 
1977.  And  for  several  years  to  come. 

Lockheed  jetStar  IL 

Its  real.  Its  on  schedule.  Its  being  delivered  now. 
It^s  ahead  of  the  others. 

For  more  information,  call  Bryan  Moss,  Lockheed-Georgia  Company,  '404)  424-3206,  Marietta,  CA  30063. 


Produd 


A  siirge  of  claims  and  law- 
suits, greatly  increased  jury 
awards  and  broadened  inter- 
pretations of  product  liability, 
have  created  severe  problems 
for  todays  manufacturers* 

Abrief  reviewby  IN  A  of  an 
insurance  topic  of  interest  to 
business  executives* 


Americans'  concerns  about  the  products  they 
use,  both  at  work  and  away  from  it,  have  increased 
rapidly  in  recent  years.  There  is  a  growing  expecta- 
tion that  goods  will  not  be  offered  for  sale  unless 
surrounded  by  every  possible  safeguard  against 
misuse  and  injury,  and  a  greater  inclination  to  seek 
legal  redress  when  product  related  losses  or  acci- 
dents occur. 

These  attitudes  are  accompanied  by  heightened 
expectations  of  compensation  for  injuries 
connected  with  product  use.  As  the  number  of  in- 
surance claims  and  lawsuits  has  soared,  so  has  the 
size  of  awards  in  product  liability  cases. 

At  the  same  time,  the  concept  of  product  lia- 
bility has  widened  to  take  in  situations  where  lia- 
bility was  formerly  thought  not  to  exist. 

For  example,  claims  have  been  made  against 
manufacturers  for  products  built  and  sold  as  long 
as  15  or  more  years  ago,  even  though  the  products 
may  have  changed  hands,  gone  through  several 
modifications,  or  even  been  misused  by  their 
owners. 

Before  the  upsurge  of  product  liability  cases, 


there  would  have  been  little  likelihood  of  such 
claims  being  made,  and  even  less  likelihood  that 
they  would  have  succeeded.  Manufacturers  and 
suppliers,  in  short,  today  are  more  accountable  and 
face  greater  financial  exposure  for  everything  they 
make  and  sell. 

The  cumulative  effect  of  these  trends  on  the 
costs  of  providing  product  liability  insurance  has. 
been  predictable.  In  1975,  insurers  incurred  $116 
of  losses  and  expenses  for  every  $100  they  earned 
in  premiums  on  miscellaneous  liability  coverages, 
much  of  which  was  product  liability.  Premiums  have 
risen,  resulting  in  higher  business  costs  for  man- 
ufacturers and  suppliers.  However,  it  is  doubtful 
that  the  effect  of  future  claims  can  be  predicted 
either  by  insurers  or  insureds. 

In  some  industries  where  product  liability  ex- 
posures and  expenses  are  particularly  high,  such 
as  the  machine  tool  industry,  several  companies 


have  said  they  may  be  forced  out  of  business  en- 
tirely,  because  potential  product  liability  claims 
could  exceed  their  total  assets. 

What  can  be  done  ? 

The  current  trend  of  product  liability  awards 
threatens  to  outstrip  all  efforts  to  finance  them, 
leading  to  a  possible  breakdown  of  the  compensa- 
tion mecbanism  itself.  This  has  led  to  an  urgent 
search  for  remedies  by  manufacturers,  consumer 
groups,  the  legal  profession  and  the  insurance 
industry. 

Proposals  have  been  made  for  modifications  in 
the  existing  legal  system  under  which  negligence, 
liability  and  subsequent  awards  for  damage  are  de- 
termined, so  that  the  financial  burden  on  manu- 
facturers, and  indirectly  on  their  customers  in  the 
form  of  price  increases,  may  be  lightened. 

At  the  same  time,  many  executives  of  manufac- 


turing firms  are  focusing  ever- increasing  attention 
on  tighter  safety  programs— both  for  established 
products  and  for  new  product  development  activi- 
ties. Integral  parts  of  such  programs  include  exten- 
sive product  research  and  testing  before  production, 
painstaking  safeguards  during  manufacture,  and 
thorough  quality  testing  afterward. 

Better  quality  control. 

Many  insurance  companies  provide  profes- 
sional product  safety  and  quality  control  reviews 
as  part  of  their  underwriting  service.  By  holding 
down  insurance  premiums,  such  reviews  can  be 
very  much  in  the  manufacturer's  interest.  In  some 
cases,  they  have  even  resulted  in  substantial  savings 
in  production  costs. 

As  a  fuller  discussion  of  product  liability  from 
an  objective  standpoint,  INA  has  prepared  a  book- 
let entitled,  "Product  Liability:  Some  Professional 
Considerations."  G)pies  may  be  requested  by  writ- 
ing INA  Corporation,  1600  Arch  Street, 
Philadelphia,  Pa.  19101. 

*        *        * 

The  Insurance  Company  of  North  America 
was  founded  in  Independence  Hall,  Philadelphia, 
in  1792.  Today  INA  and  its  affiliated  companies 
operate  around  the  world  with  major  interests  in 
property  and  casualty  insurance,  marine  insurance, 
life  and  group  insurance,  reinsurance  and  risk  man- 
agement services. 

INA  insurance  products  and  services  are  made 
available  through  selected  independent  agents  and 
brokers— professionals  with  a  comprehensive 
knowledge  of  insurance  needs  and  solutions. 


Insurance  Professionals 


American  Oil  Lines? 

American  Airlines  is  diversifying  into  the  oil 
business^  but  that  won't  be  much  help  in  meeting 
next  year's  horrendous  increase  in  its  own  oil  bills. 


Does  it  make  sense  for  American 
Airlines  to  spend  $60  million  buying  a 
small  oil  company,  Howard  Corp., 
when  it  will  have  to  spend  an  esti- 
mated $3  billion  (Forbes,  Oct.  15) 
over  the  next  ten  years  to  buy  new 
aircraft?  Some  airline  analysts  he 
spoke  to  last  month  "weren't  en- 
thused," admits  Chairman  and  Presi- 
dent Albert  V.  Casey,  56,  "but  it 
doesn't  bother  me.  We're  only  putting 
up  $14  million  in  cash  for  Howard; 
we  can  make  a  lot  more  that  way 
than  by  buying  half  a  DC-10." 

Howard  Corp.,  in  fact,  is  a  bargain. 
Its  present  owner,  Dallas-based  Re- 
public of  Texas  Corp.,  is  seUing  it  only 
because  the  Federal  Reserve  Board 
doesn't  want  bank  holding  compa- 
nies to  own  nonbanking  businesses. 
Last  year,  Howard  turned  in  earnings 
of  $6.5  million,  and  it  has  oil  and  gas 
reserves  valued  at  well  over  $100  mil- 
lion—in 1974  prices.  It  also  owns 
34,000  acres  of  Louisiana  oil,  tim- 
ber and  farm  lands. 

Natural  Progression 

It  was  only  a  matter  of  time  before 
American  would  diversify.  Its  boss 
since  February  1974,  Casey  is  a  di- 
versifier:  He  changed  the  Times  Mir- 
ror Co.  from  a  newspaper  company 
(Los  Angeles  Times)  into  an  $800- 
miUion-sales  publishing,  broadcasting 
and  forest  products  conglomerate. 

American  is  doing  better  this  year 
—it  earned  $55  million  in  the  first  nine 
months  of  1976,  vs.  a  loss  last  year 
—but  this  will  hardly  wipe  out  the 
dismal  record  of  the  past  six  years 
when  American  lost  money  on  bal- 
ance. So,  the  pressure  to  diversify  re- 
mains, especially  since  American  now 
is  piling  up  cash  at  a  furious  rate  be- 
cause its  depreciation  flow  is  ruiming 
ahead  of  capital  spending  and  because 
it  pays  no  common  dividend.  Howard, 
then,  is  only  a  start.  "You  have  to 
walk  before  you  can  run,"  Casey  says. 

"Howard  Corp.,  as  it  now  stands, 
is  a  pool  of  wasting  assets,  unless 
you  enlarge  it  by  drilling  more  wells, 
using  secondary  recovery  methods 
or  expanding  by  exploration.  We  in- 
tend to  dip  our  toe  into  each  of  these 


areas  and  have  Howard  Corp.  grow." 

Diversification  is  the  more  attrac- 
tive to  Casey  because  his  options  are 
so  limited  in  the  highly  regulated  air- 
lines business— "They  [the  govern- 
ment] tell  us  where  to  go  and  how 
much  to  charge,"  he  complains. 
"We're  not  going  to  get  any  12% 
growth  like  we  got  in  the  Sixties  for  a 
while.  This  year  we  had  10.4%,  but 
from  a  low  base;  next  year  we're  look- 
ing for  5.5%." 

Meanwhile,  Casey  has  fuel  prob- 
lems. American  now  buys  about  half 
its  needs  from  Texaco  under  a  contract 
entered  into  just  before  the  oil  em- 
bargo and  subsequent  price  rises.  This 
contract  is  worth  $35  million  a  year 
after  tax  to  American— but  it  expires 
next  August.  "Our  first  eight  months 
[in  1977]  will  be  easy;  after  that 
it's  going  to  be  tough,"  Casey  muses 
as  he  shoots  a  wad  of  paper  at  the 
wastebasket  at  the  far  end  of  his 
large,  uncluttered  office.  He  misses. 

Meanwhile,  he  is  doing  what  he 
can  to  make  the  airhne  more  efficient. 
"We're  entering  the  20th  century  in 
terms  of  business  practices,"  he  says. 
His  pride  and  joy  is  the  computer- 
ized Passenger  Revenue  Accounting 
System,  which  comes  from  United  Air 
Lines.  Does  it  hm-t  to  use  a  competi- 
tor's system?  Casey  shrugs.  Why  not 
let  a  competitor  pay  for  pioneering? 

When  it  is  totally  in  place  by  early 
1978,  this  system  will  facilitate  allo- 
cation of  revenues,  marketing  surveys, 
ticket-pricing  and  other  fimctions  that 
total  up  to  a  huge  chunk  of  costs— or 
savings.  Other  new  computer  systems 
handle  manpower  allocation  (over 
40%  of  costs)  and  fuel  allocation 
(20%).  For  example:  Do  you  buy  a 
million  gallons  in  Dallas  for  22  cents 
and  transport  them  to  Chicago;  or  do 
you  buy  in  Chicago  at  24  cents?  It 
all  depends  on  how  much  you  need, 
how  full  your  flights  are,  whether 
prices  are  likely  to  change,  and  a 
thousand  other  factors  that  would 
overwhelm  a  man  with  a  pencil.  With 
these  systems,  each  city  can  be  han- 
dled as  a  profit  center,  and  with  much 
greater  efficiency. 

These  same  kinds  of  management 


Perspective:  "To  us,"  says  American's 
Casey,  "the  kind  of  regulation  in  the 
business  looks  like  freedom." 


oi 


controls  are  now  being  applied  to 
American's  hotel  operation,  which 
has  not  made  a  profit  since  1969  and 
which  lost  some  $8  million  pretax  last 
year.  This  operation,  in  which  Ameri- 
can has  invested  $67  million,  makes 
Casey  uncharacteristically  defensive; 
he  points  out  that  he  has  brought  in 
new  management  to  replace  the  peo- 
ple he  was,  in  efi^ect,  saddled  with 
when  he  arrived.  To  analysts  and 
employees,  Casey  stresses  that,  unlike 
the  hotels,  Howard  will  be  "in  no  way 
a  diversion  of  top  management." 

Casey  repeats  what  he  has  said 
since  he  first  took  over:  "My  goal  is 
to  make  $75  million  after  tax"-$2.70 
a  share.  But  the  fourth  quarter  won't 
add  enough  to  the  first  nine  months' 
$1.94  to  reach  it  this  year.  Next  year, 
Howard  will  add  25  cents  at  best  (as 
debt  payments  trim  its  profits),  and 
American  still  faces  those  fuel  in- 
creases. The  road  back  for  American 
Airlines  will  be  slow  and  rough.  ■ 
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Saturday's 
Hard- 
Pressed 
Heroes 

College  football^  as  a 
sporty  may  be  better 
than  ever.  But  as  a 
business^  it's  getting 
tougher. 

Michigan  31,  Wake  Forest  0. 

Scores  like  that  have  always  been 
more  than  the  stufiF  of  glory  in  big- 
time  college  football.  They  have  also 
been  money  in  the  bank.  Nowadays, 
though,  while  the  glory  is  stiU  there, 
the  money  is  getting  harder  to  come 
by  for  the  schools. 

The  fact  is,  the  often  lucrative 
business  of  collegiate  football  no^^ 
looks  very  much  like  a  mature  indus- 
try. Growth  in  game  attendance- 
ticket  sales  are  the  main  source  of 
revenue— has  drastically  slowed.  Rais- 
ing ticket  prices  or  building  side  rev- 
enues (except  from  TV)  has  been 
tough.  Meanwhile,  costs  are  rising 
faster  than  income,  and  competition, 
from  both  the  professional  game  and 
other  distractions,  has  increased. 

Varsity  football's  money  troubles 
might  seem  to  be  of  urgent  interest  to 
nobody  but  the  players  themselves, 
alumni  buffs  and,  of  course,  the  Na- 
tional Football  League's  professional 
teams,  which  utterly  depend  on  the 
colleges  as  holding  pens  for  prime 
beef— in  effect,  cost-free  farm  clubs. 
Alas,  it's  not  that  simple.  On  many 
campuses*  football  revenues  pay  the 
bills  for  much,  if  not  all,  of  the  en- 
tire athletic  program,  little  of  which 
(football  and,  in  some  cases,  basket- 
ball aside)  generates  any  significant 
revenues. 

The  larger  athletic  departments 
themselves  are   often   set  up   as   sep- 


mm»is.^>, 


Crunch:  Top-ranked  Michigan's  defense  easily  held  Michigan  State  earlier 
this  season  (42-10),  but  even  No.  One  is  now  giving  up  ground  to  inflation. 


arate  business  enterprises  designed  to 
be  entirely  self-supporting.  They  vary 
considerably  in  size,  depending  main- 
ly on  their  success,  the  money  they 
spend  recruiting  and  the  capacities 
of  their  stadiums.  The  largest,  pow- 
ers like  Oklahoma,  Michigan  and  Penn 
State,  gross  sums  of  $3  million  to  $5 
million  a  year  from  all  sources. 

Athletic  departments  have  their 
pride  too,  of  course.  The  won-and- 
lost  record  has  a  value  as  well,  count- 
ing for  more  than  dollars  in  the  till. 
But  part  of  that  pride  is  the  size  and 
diversity  of  the  total  sports  programs 
—which  inevitably  bring  the  schools 
back  to  football  money. 

College  football  as  such  has  long 
been  a  powerful  moneymaker.  The 
National  Collegiate  Athletic  Associa- 
tion, which  polices  the  college  game, 
pulled  together  financial  data  from 
campuses  across  the  country  in  1969 
and  reported  that  the  average  major 
college  football  team  grossed  $960,000 
in  revenues  and  enjoyed  an  operating 
profit  margin  of  30.5%.  Many  schools 
make  no  attempt  to  realize  a  profit 
from  the  game.  But  returns  like  that 
account  for  all  those  huge  stadiums 
that  loom  up  on  so  many  campuses. 

However,  the  margins  are  dropping, 
and  while  many  of  the  most  powerful 
teams  playing  in  big  stadiums  are  still 
making  good  money,  there  is  less  and 
less  left  over  to  cover  the  rest  of  the 
athletic    department    budget.     Mean- 


time, the  cost  of  everything  is  rising. 

In  this  economic  atmosphere,  many 
athletic  departments  must  try  all  the 
harder  to  rack  up  football  points  for 
profit— an  increasingly  tough  game. 

The  NCAA  now  counts  137  col- 
leges and  universities  in  its  Division 
I,  the  big  league.  Included  are  ap- 
proximately 50  that  are,  year  in  and 
year  out,  serious  contenders  for  na- 
tional ranking— the  Associated  Press  or 
United  Press  International's  "Top  Ten" 
listings.  Another  342  teams  play  in 
the  lesser  Divisions  II  and  III.  They 
range  from  rather  well-known  schools, 
like  Delaware,  down  to  the  deserved- 
ly obscure,  like  Ferris  State  of  Grand 
Rapids,  Mich.,  which  recently  man- 
aged to  win  after  losing  16  straight 
games.  There  are  145  teams,  mostly 
minor,  that  are  ouiside  the  NCAA. 

The  study  commissioned  by  the 
NCAA  seven  years  ago  indicated  that 
college  football  revenues  totaled 
about  $145  million  in  the  1968-69 
season;  total  sports  revenues  were 
$205  million.  The  study  has  never 
been  updated,  but  the  typical  full- 
price  ticket  has  only  gone  up  from 
about  $6  then,  to  $7  to  $8  now,  and 
admissions  provide  close  to  60%  of 
football  income.  Other  sports  reve- 
nues, notably  from  TV,  have  risen 
faster.  Forbes  guesstimates  the  foot- 
ball take  is  now  around  $200  million 
and  the  overall  figure,   $280  million. 

Whatever  the  total  figure,  athletic 
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Grace  Notes:  Michigan's  250-member 
band  is  partially  subsidized  ($10,000 
last  year)  by  sports  receipts. 


directors  at  Division  I  schools  across 
the  country  agree  it  is  no  longer 
enough. 

The  best  way  to  get  relief  in  this 
cost  squeeze,  obviously,  is  the  Uni- 
versity of  Michigan's:  Be  No.  One. 
Promotion-minded  Michigan  fills  its 
101,701-seat  stadium  every  game,  is 
a  big  TV  draw,  and  has  hopes  of 
picking  up  a  $1.5  million  or  better 
paycheck  (which,  after  expenses,  is 
divided  equally  among  the  confer- 
ence organization  and  the  Big  Ten 
schools)  at  the  Rose  Bowl.  It  also 
helps  the  local  economy  (see  p.  84). 

But  Michigan  is  one  of  only  a  rela- 
tive handful  whose  athletic  depart- 
ments reliably  net  more  than  they 
spend.  From  his  pleasant,  if  busy, 
perch  as  Michigan's  athletic  director, 
Don  Canham  is  sympathetic  to  the 
problems  of  the  less  accomplished 
profit  centers  his  Wolverines  chew 
up  on  Saturday  afternoons.  And  he 
frets  about  the  future. 

One  of  Canham's  problems  is  the 
cost  of  athletic  scholarships.  At  pres- 
ent, each  out-of -stater  recruited  to 
play  for  Michigan  on  full  scholarship 
is  budgeted  at  $3,800  per  year.  Only 
eight  years  ago  it  was  half  that. 
"There's  no  question,"  Canham  says, 
"that  the  cost  of  going  to  a  school  like 
Michigan  will  double  again  within  a 
decade."  The  scholarship  budget  has 
doubled  in  the  eight  years  Canham 
has  been  at  Ann  Arbor— it's  now  about 
$700,000  for  all  sports. 

Canham  is  also  anxious  about  col- 
lege football  pricing  itself  out  of  the 
spectator  market.  "We  fill  the  stadium 
at  $7  a  ticket,"  he  says,  "but  college 
football    competes    with    other    enter- 


tainment for  the  consumer's  dollar." 

There's  another  big  revenue  prob- 
lem—stadium capacity.  Game  atten- 
dance jumped  21.1%  between  1960 
and  1965,  another  19.4%  between 
1965  and  1970.  Between  1970  and 
1975,  however,  attendance  at  the 
games  of  the  nation's  634  college 
teams  rose  only  7.5%,  to  31.7  million. 
Thus  far  this  season,  attendance  is 
ahead  of  1975  by  only  2.1%.  Jack  Wa- 
ters, NCAA's  director  of  statistical  ser- 
vices, blames  the  slowdown  on  lim- 
ited seating  capacity  at  the  biggest- 
drawing  schools.  "I  don't  think  you'll 
see  big  increases  in  the  rest  of  the 
1970s  either,"  he  says. 

The  big  problem  in  adding  seats  is, 
of  course,  soaring  construction  costs. 
Nevertheless,  some  name  schools  are 
undertaking  it.  Penn  State,  for  exam- 
ple, is  optimistically  putting  in  16,000 
seats  (for  a  total  of  76,000)  at  a  cost 
of  some  $4  million.  At  $8  a  ticket, 
with  seven  home  games  a  year,  and 
assuming  a  50-50  gate  split  with  visit- 
ing teams.  Athletic  Director  Ed 
Czekaj  figures  it  will  take  the  Nittany 
Lions  nearly  nine  years  of  selling  out 
every  seat  to  recover  that  $4-million 
investment  for  the  school. 

A  bright  spot  in  the  financial  pic- 
ture for  most  major  football  powers 
has  been  TV  revenues,  which  contin- 
ue to  show  gains.  For  the  right  to  tele- 
vise 41  regular  season  games  this  year 
and  next,  the  American  Broadcasting 
Cos.  will  pay  the  NCAA  $18  million, 
up  from  $16  million  per  year  in  1974 
and  1975.  In  1968  and  1969  ABC 
paid  $10.2  million.  (The  NCAA  takes 


a  6%  cut  off  the  top  of  the  $501,538 
split  by  the  two  teams  in  each  na- 
tionally televised  game  this  year,  and 
from  the  $380,000  in  a  regional 
game.)  And  bowl-game  payoflFs,  all 
separate  conti^acts  not  involving  the 
NCAA,  are  also  up  in  large  part  be- 
cause of  more  network  largesse. 

Many  football  "conferences,"  orig- 
inally organized  for  other  reasons, 
su^h  as  convenience  in  scheduling 
games,  are  now,  in  addition,  a  device 
for  sharing  revenues.  The  weakest 
members  of  generally  strong  confer- 
ences like  the  Big  Ten,  the  Big  Eight, 
and  the  Southwest  generally  share 
equitably  in  the  conference  TV  rev- 
enues. For  example,  Al  Lundstedt, 
business  manager  for  the  Texas  Long- 
horns,  explains  how  the  Southwest 
Conference  handles  it:  "The  team 
that's  on  national  TV  gets  20%  for 
itself;  the  rest  is  then  shared  equally 
among  all  the  nine  member  teams, 
including  the  one  that  was  on  TV." 

To  an  independent  like  Penn  State, 
which  can  keep  it  all  except  for  the 
NCAA's  cut,  TV  money  is  a  gorgeous 
plum.  But  for  most  schools,  even  for 
many  that  get  TV  exposure,  TV  is 
still  only  a  small  slice  of  the  total  pie 
—probably  not  a  great  deal  more  than 
the  7%  overall  contribution  it  made  in 
1969.  The  bulk  of  football's  revenues 
is  still  the  gate  receipts  at  the 
stadium.  "I'm  really  concerned  about 
the  smaller  schools,"  says  Canham  of 
Michigan.  In  the  perspective  of  Mich- 
igan (total  enrollment  at  all  cam- 
puses: 45,823),  schools  like  Ore- 
gon   State     (16,228)     and    Syracuse 


Sideline  Money:  Salaries  are  the  big  item  in  college  sports  budgets.  Head 
coach  Bo  Schembechler  of  Michigan  gets  "in  excess"  of  $40,000  a  year. 
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(15,165)  are  to  be  considered  among 
the  smallest. 

The  problem  on  everyone's  mind  is 
financing  the  red  ink  in  the  rest  of 
the  athletic  budget.  Some  basketball 
teams  pay  their  own  way  (UCLA 
claims  to  gross  nearly  $1  million  from 
basketball).  But  just  about  everything 
else— track  and  field,  wrestling,  swim- 
ming, gymnastics  and  the  like,  which 
even  relatively  modest  athletic  depart- 
ments provide— is  a  money-loser. 

"If  you  can't  increase  revenues,  you 
have  to  cut  programs,"  observes  Ken 
Farris  of  the  cost  dilemma.  He  is  the 
associate  athletic  director  and  athletic 
business  manager  at  the  relatively 
prosperous  University  of  Oklahoma, 
another  man,  like  Canham,  with  an 
Olympian  view  and  a  furrowed  brow. 
"In  some  cases  you're  talking  about 
cutting  sports  programs  that  are  50  or 
75  years  old,"  Farris  says.  "Nobody 
wants  to  do  that."  Whatever  else  may 
be  said  about  them,  these  men  gen- 
uinely love  sports.  Moreover,  the  most 
important  expense  is  salaries,  not  pig- 
skins and  uniforms,  and  that  makes  a 
harried  athletic  director's  bind  more 
poignant:  Cutting  costs  usually 
means  cutting  people. 

Kansas  State  has  had  to  do  just 
that.  Its  inflation-battered  finances 
have  not  been  helped  by  a  sojourn 
near  the  cellar  of  the  Big  Eight  Con- 
ference. So  last  year  the  athletic  de- 
partment dropped  wrestling,  swim- 
ming and  gymnastics  as  varsity  sports. 
That  meant  five  coaches  and  four 
maintenance  people  got  the  ax  from  a 
stafi^    of    59— for    a    saving    of    some 


Game  Plan:  The  game  is  not  the  only  thing.  On  powerhouse  campuses  hke  Mich- 
igan's, music  and  pom-pom  girls  are  orchestrated  into  money-making  spectacle. 


Booster:  Happy  alumni  are  good  for 
endowments.  Michigan's  250,000 
living  alumni  are  setting  records. 


$135,000  in  a  budget  exceeding  $2 
million. 

Obviously,  that's  not  a  desirable 
way  to  go.  John  (Jersey)  Jermier,  the 
school's  new  athletic  director,  de- 
scribes the  only  apparent  alternative: 
"We're  trying  to  improve  the  caliber 
of  ovu"  football,"  he  says.  "That  means 
we  have  to  put  out  a  lot  more  money 
for  recruiting,  travel  and  so  forth;  but 
we  have  to  go  as  first  class  as  pos- 
sible in  football.  That  sport  is  the 
key  to  our  financial  problems." 

The  cost  problem  has  been  made 
still  worse  by  the  Federal  Govern- 
ment, of  all  things.  The  business  peo- 
ple in  football  mutter  under  their 
breath  about  last  year's  regulations 
under  Title  9  of  the  Education 
Amendments  of  1972.  The  law  pro- 
hibits unequal  facilities  for  men  and 
women,  and  covers  colleges  that  re- 
ceive federal  money.  Equality  is  fine, 
everyone  agrees,  but  for  many  ath- 
letic departments  it  now  means  a 
hefty  added  expense  at  a  bad  time, 
and  maybe  still  more  cuts  elsewhere. 

The  NCAA,  prodded  by  the  have- 
nots  and,  perhaps,  by  some  idealists, 
has  lately  tried  to  limit  some  of  the 
more  crass  aspects  of  college  football, 
especially  those  that  cost  a  lot  of  mon- 
ey. Members  may  grant  no  more 
than  30  football  scholarships  a  year, 
and  carry  no  more  than  95  at  a  time. 
They  may  have  only  one  head  foot- 


ball coach,  and  no  more  than  eight 
assistant  and  two  part-time  coaches. 

Paid  game  scouts  are  supposed  to 
be  out,  too,  to  be  replaced  entirely 
by  game  films  (although  how  one 
can  prevent  well-heeled  and  knowl- 
edgeable fans  from  filing  reports  is 
not  at  all  clear).  An  attempt  at  limit- 
ing some  costly  kinds  of  recruiting— 
in-person  visits  with  athletes  and 
campus  trips  for  the  prospects— are 
also  being  made  (although  alumni 
can  easily  fill  in  here,  too) . 

"I  think  the  scholarship  limit  will 
help  spread  talent  around,"  Canham 
says,  expressing  the  consensus  view, 
"but  most  of  it  is  meant  to  limit  costs." 

Now,  95  scholarships  would  seem 
to  be  quite  a  lot.  In  fact,  by  some 
standards,  it's  not  nearly  enough;  the 
big  schools  felt  better  working  with 
the  previous  limit  of  105. 

"Two-platoon  football  means  more 
than  22  bodies  on  the  field,"  explains 
Canham.  "It  normally  uses  more  than 
30  per  game,  and  with  substitutions 
and  a  few  injuries,  can  easily  go  to 
40.  You  travel  to  away  games  with 
54  players,  to  be  safe  in  all  positions. 
Then,  you  need  the  junior  varsity 
players  in  your  practice  work  during 
the  week.  And  there's  the  freshman 
team,  which  is  included  in  those  95 
—which  are  really  about  85,  since 
some  are  usually  benched  with  in- 
juries or  scholastic  problems.   When 
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you  cut  down  below  95,  you  start 
having  to  leave  out  useful  players, 
like  Jacking  specialists." 

The  scholarship  limit  is  an  attempt 
to  ration  the  market  for  promising 
high  school  athletes.  Unfortunately, 
like  most  such  schemes,  it  and  the 
"cost-cutting"  measures  could  easily 
backfire  eventually;  good  talent  that's 
sought  after  by  several  schools  at 
once  isn't  tempted  only  by  scholar- 
ship offers. 

The  NCAA  says  it  has  gotten 
tougher  in  recent  years  on  under- 
the-table  payoffs;  it  has  tripled  its 
enforcement  staff  (to  10),  and  it  has 
even  been  known  to  impose  penalties 
on    some    miscreants    it   has    caught. 

In  a  celebrated  case  last  year, 
Michigan  State  (not  Canham's  school) 
was  found  to  have  plied  athletes  with 
money,  cars,  fancy  clothes  and  even 
an  offer  of  an  apartment  and  "finan- 
cial assistance"  for  one  prospect's  girl 
friend. 

The  penalties:  Michigan  State  is 
on  probation  for  three  years  begin- 
ning with  this  season,  may  not  play 
on  TV  or  in  bowl  games  during  that 
time,  and  must  get  along  with  sub- 
stantially fewer  scholarship  offers  in 
its  recruiting  than  competitor  schools 
for  two  of  the  three  years.  The 
school,  for  its  part,  has  replaced  its 
athletic  director  and  football  coach- 
ing staff. 

College  football,  then,  may  have 
come  a  long  way  since  1967,  when 
graduating    quarterback    Ken    Stabler 


(according  to  one  witness)  spumed  a 
$25,000-plus  offer  to  play  baseball 
for  the  Yankees,  saying,  "Hell,  I  made 
more  money  than  that  playing  foot- 
ball for  Alabama."  But  there  is  no 
sure  way  to  prevent  deal-making  by 
eager  alumni— "bird  dogs"  to  some— 
who  do  fund-raising  for  a  school,  but 
turn  in  less  than  they  raise,  the  bal- 
ance going  to  lure  the  prime  beef. 
Or,  a  young  fellow  might  learn  of  a 
cushy  summer  job  in  an  alumnus'  busi- 
ness to  look  forward  to,  or  a  car.  Or 
whatever. 

Naturally,  the  biggest  and  most  de- 
termined football  schools,  with  the 
most  money  and  the  most  rabid  alum- 
ni, will  have  the  edge  in  offering  in- 
visible scholarships.  And  the  law- 
abiding  will  suffer. 

Like  so  many  19th-century  indus- 
trialists fearing  a  shakeout,  some  of 
the  bigger  schools  have  been  hud- 
dling together  and  talking  up  the 
possibility  of  a  "superconference,"  a 
sort  of  industry  consolidation  by  the 
top  50  or  so  teams  that  would  fatten 
the  TV  take  of  those  in  the  group 
and  freeze  out  the  rest— "drawing  the 
wagons  in  a  circle,"  as  one  university 
athletic  director  outside  the  circle 
puts  it. 

"Ten  or  15  schools  want  to  do  this," 
reports  Canham.  "Fifty  or  60  top 
names  would  leave  NCAA  and  set  up 
for  themselves,  playing  only  each 
other  and  building  up  the  TV  dol- 
lars. I  don't  like  it.  It'll  hit  the  schools 
left  out,  not  only  on  TV  income,  but 


on  gate  receipts.  How  would  Eastern 
Michigan  sell  tickets  if  we  were  on 
TV  every  week?" 

Canham  sees  nothing  like  that  hap- 
pening right  now,  but,  he  asks,  "What 
will  happen  when  some  of  the  big 
powers  really  start  hurting  for  mon- 
ey for  their  programs?" 

Those  excluded  might  follow  Kan- 
sas State's  example  and  try  harder. 
Or  they  might  go  the  other  way  and 
simply  drop  out  of  high-powered— 
and  high-priced— contention.  The  Uni- 
versity of  Pennsylvania  has  already 
done  that,  and  it  has  done  the  school's 
budget  no  particular  good. 

"Football  is  just  another  sport  for 
us,"  says  Andy  Geiger,  athletic  di- 
rector at  Penn  which  gave  up  big- 
time  football  22  years  ago.  "It  pro- 
duces about  $200,000  in  revenues  per 
year,  but  it's  in  red  ink.  We  get  some 
other  revenues— about  $125,000  from 
the  Penn  Relays  [the  school's  famous 
track  and  field  carnival]— but  most  of 
our  money  comes  from  the  university. 
This  year,  our  total  budget  is  $2.4 
million.  Our  deficit,  paid  by  the 
school,  is  $1.9  million."  That's  com- 
pared with  zero,  or  close  to  it,  paid 
by  the  consistent  winners  among  the 
big-time  football  schools. 

Inflation  has  been  declining  slowly 
for  some  time  now;  its  cessation  could 
possibly  help  college  football  out  of 
the  money  bind  it's  in.  But  barring 
that  millennial  event,  it  looks  as  if 
there  are  tough  times  ahead  for  the 
Wake  Forests  of  the  world.   ■ 


Success 
Story 


Happiness  is  a  winning  football  team;  witness  University  of  Michigan's  income 
statement  for  its  athletic  program  last  year  (fiscal  year  ended  June  30,  1976). 
Starred  revenue  items  would  produce  much  less  or  nothing  without  football. 
Athletic  Director  Canham  doesn't  break  out  football's  share  of  labor  and 
G&A;  but  even  billing  it  for  as  much  as  half,  his  team's  profit  margin  (before 
capital  spending  and  debt  service)  must  be  well  over  50%. 


Revenues 

Spectator  admissiont 

Football,  home,  net  of  opponents' 

shares 

$1,032,833 

Football,  away 

514,962 

*Student  and  faculty  season  tickets 

920,896 

Basketball,  hockey,  etc. 

452,064 

Fees  for  sports  facilities 

(Golf  course,  tennis  courts,  etc.) 

351,956 

University  fees  and  reimbursements 

241,703 

•TV  and  radio 

272,811 

*Bowl  game  receipts 

176,380 

'Athletic  scholarship  fund-raising 

355,000 

•Programs,  concessions,  parking,  advertising 

277,584 

Interest 

157,067 

Other 

49,936 

Expenses 


Total  revenue 


4,803,192 


Salaries,  wages,  fringes 

$1,503,252 

Team  and  game  expense,  football 

497,274 

Team  and  game  expense,  all  other 

380,701 

Grant-in-aid— football 

373,392 

Grant-in-aid— all  other 

364,457 

Operation  and  maintenance 

607,409 

Big  Ten  Conference  commissioner 

37,921 

Cost  of  fund-raising 

22,358 

Administrative 

269,553 

Total  operating  expense 

4,056,317 

Capital  expenditure 

273,976 

Debt  service 

234,649 

Total  expenditure 

4,564,942 

Excess  of  revenues  over  expenses 

238,250 

Less  FY  1975  deficit 

(179,250) 

Net  profit  for  two  years 


flncludes  $1,281,010  advance  sales  from  previous  fiscal  yeor;  excludes  $1,622,322  advance  soles  for  current    season. 


59,000 


80 


FORBES,    NOVEMBER    15,    1976 


FOR  1977...THERE'$  A  FLEET 

OF  CATS  IN  THE 
LINCOLN-MERCURY  LINEUP! 


MERCURY  COUGAR  XR-7 


MERCURY  MONARCH 


The  Lincoln-Mercury  lineup  for  1977.  If  s  bolder  and  more  aggressive  with  an  exciting  new  Cougar  XR-7 
and  the  addition  of  six  new  Running  Mates.  Spacious  new  Cougar  4-door  sedans,  handsome  2-door  hard- 
tops  and  even  Cougar  station  wagons!  All  with  the  oafs  special  breed  of  excitement. 

These  new  mid-size  Cougars  join  our  precision  size  Mercur/  Monorchs  and  other  models  for  one  of 
the  most  versatile,  wide-ranging  fleet  lineups  we've  ever  offered.  You  can  still  get  large  full-size  cars  for  your 
fleet.  Look  to  the  smooth-riding  Mercury  Marquis  and  the  luxurious  restyled  Lincoln  Continental.  And  be  sure 
to  see  the  prestigious  new  Conflnental  Mark  V  We've  got  all  kinds  of  cars  for  all  kinds  of  fleeti. 

cFor  more  information,  see  your  Lincoln-Mercury  dealer.  Or  write  to  Lincoln-Mercury  Division,  Leasing 
and  Fleet  Sales,  3000  Schaefer  Road,  Dearborn,  Michigan  48121.  You  may  also  call  (313)  322-6182. 

MARQUIS  □  COUGAR  D  MONARCH  □  COMET  D  BOBCAT  n  CAPRI  D  LINCOLN  CONTINENTAL  D  CONTINENTAL  MARK  V 


f 


1977 

lINCOlN-MfRCUR^ 

Guaranteed  U 
Value  Plan 

MarkV 

Lincoln  Continental 

Mercury 

Cougar 


Think  about  1979  before  you  choose  your  1977 
fleet  cor  and  you'll  choose  Lincoln-Mercury. 

We're  out  to  make  your  fleet  buying  easier  with  our  Guaranteed 
Value  Plan.  With  it,  we'll  guarantee,  right  now,  the  future 
published  used  car  value  on  eligible  Lincoln-Mercury  products. 
Another  reason  to  see  your  Lincoln-Mercury  dealer 


LINCOLN-MERCURY  DIVISION 


outhem  Pacific  is  ready  and  waiting 

in  our  dependable 


National  news  media  have  recently 
reported  that  the  Alaskan  pipeline  will 
soon  be  moving  over  a  million  barrels  of 
oil  a  day  to  its  sea  terminal  at  Valdez, 
on  the  south  Alaska  coast,  for  shipment 
to  mainland  refineries. 

They  point  out  that  when  this  heavy 
influx  of  crude  oil  starts  moving  to  the 
West  Coast,  Western  markets  will  not 
be  able  to  absorb  the  resulting  large 


amounts  of  refined  products.  Also,  that 
pipelines  from  Western  ports  to  inland 
points,  which  would  take  several  years 
to  complete,  are  only  in  the  planning 
stage,  and  are  encountering  environ- 
mental problems.   Pipelines,  moreover, 
are  fixed  facilities  that  can  only  deliver 
to  one  point. 

What's  to  be  done  with  an  expected 
surplus  of  300,000  to  600,000  barrels  of 


crude  a  day— crude  that  must  be 
refined  to  keep  our  economy  going  j 

Fortunately,  there  is  a  tested  and 
proven  way  to  move  bulk  crude  oilij 
across  country  — via  "pipelines  on 
wheels." 

Since  early  1974,  Southern  Pacif^' 
delivered  over  690  million  gallons  P 
crude  oil  from  Utah  to  a  Richmond! 
California  refinery,  using  only  thi 


to  move  Alaskan  crude  oil 
pipeline  on  wheels! 


70-car  "unit  trains"  weekly.  Each  train 
rarried  over  1.6  million  gallons  of  crude. 

We  have  the  capacity  to  move  more ! 
DuT  railroad  is  ready  to  go.  Tank  cars 
ind  locomotives  are  available.  Service 
ran  be  started  on  short  notice.  And 
nly  trains  provide  the  flexibility  that 
vill  be  needed  to  deliver  crude  to  many 
nland  points— wherever  refining 
apacity  or  market  demand  exists. 


We're  ready  to  put  this  valuable 
experience  to  work  to  speed  Alaskan  oil 
from  West  Coast  ports  directly  to 
inland  refineries. 

It's  one  more  way  Southern  Pacific 
can  serve  the  needs  of  American 
industry,  efficiently  and  economically. 


We  have  the  know-how— the  facilities— 
and  the  people  to  do  the  job. 

We're  ready  to  start  a  "pipeline  on 
wheels"  for  Alaskan  crude— right  now! 


Southern  Pacific. 

We're  makii^  tracks  for  the  future. 


Hail  .  .  .  And  Profits  ...  To  The  Victors 


Marty  Busch  has  been  selling  cloth- 
ing for  23  years  on  State  Street  in 
Ann  Arbor,  not  far  from  the  Univer- 
sity of  Michigan  campus.  On  a  recent 
football  Saturday  this  fall,  Marty 
Busch  sprang  a  surprise  display  on 
the  crowds  passing  by  on  their  way 
to  Michigan  Stadium.  "We  trimmed  a 
blue  blazer  and  blue  pants  with 
maize  and  sold  a  tremendous  num- 
ber," he  recalls  with  pleasure.  "The 
old  grads  came  in  and  grabbed  them. 
The  enthusiasm  is  so  high  they'll  buy 
anything  in  maize  and  blue.  One 
alumni  couple  who  fly  up  from  Flori- 
da for  every  home  game  bought  the 
blazer  and  pants  and  made  me  prom- 
ise to  ship  them  anything  else  I  get 
in  with  the  team  colors." 

It  goes  like  that  these  days  in  Ann 
Arbor.  It's  the  hometown  of  Michi- 
gan's Wolverines,  the  No.  One  college 
football  team  in  the  nation,  and  their 
exalted  standing  is  definitely  good  for 
business— "20%  more  business  across 
the  board  for  everybody  in  retail 
sales,"  says  hotelman  Dick  Lotz,  who 
runs  the  nearby  Campus  Inn. 

Dick  Sharpe,  vice  president  of 
Gladieux  Food  Services  of  Toledo, 
Ohio,  stadium  concessionaires  for 
Michigan  and  Ohio  State,  estimates 
sales  of  food  and  souvenirs  at 
101,701-seat  Michigan  Stadium  are 
up  by  20%,  as  a  direct  result  of 
larger  crowds  drawn  to  see  the  top 
team  play.  In  fact,  he  complains, 
the  huge  crowds  have  become  a  prob- 


lem because  his  vendors  can't  make 
it  through  the  aisles,  and  his  cus- 
tomers are  afraid  to  leave  their  seats. 

Perhaps  the  greatest  bonanza, 
however,  has  come  in  more  indirect 
benefits.  "There  is  a  big  advantage 
in  having  happy  alvunni  and  a  good 
climate  of  opinion  toward  the  uni- 
versity, and  that's  what  a  winning 
football  team  has  given  us,"  says 
Michael  Radock,  Michigan's  vice  pres- 
ident for  University  Relations  &  De- 
velopment. "This  university  has  a 
great  tradition  of  private  support,  but 
this  year  has  set  new  records  in  alum- 
ni giving." 

More  than  250  new  names  from 
Michigan's  250,000  living  alumni  were 
added  to  the  Presidents  Club  during 
the  past  year,  meaning  they  gave  a 
minimum  of  $10,000  each  to  the  uni- 
versity. The  three-year-old  Michigan 
Benefactor  program,  which  lists  only 
those  who  contribute  over  $100,000, 
also  has  had  record  growth,  for  a 
new  total  of  340  members.  The  only 
problem,  says  one  alumni  administra- 
tor, is  that  they  all  think  they're  now 
entitled  to  Rose  Bowl  tickets. 

Normally— that  is,  when  the  Wol- 
verines are  not  playing  a  home  game 
—Ann  Arbor  is  a  quiet  Midwestern 
college  town  of  120,000.  The  biggest 
employer  is  the  university,  and  al- 
though no  student  will  ever  hear  a 
hundred  thousand  cheers  for  writing 
a  briUiant  thesis,  U.  of  M.'s  main 
business   is   still   education.   Even   so. 


■ 


Hot  Seats:  A  full  house  at  Michigan  Stadium  means  101,701  souls.  Season-ticket 
holders  come  from  as  far  as  150  miles  away.  It's  been  selling  out  all  year. 


football's  drawing  power  is  a  big  as- 
set. Consider  a  meeting  that  took 
place  the  weekend  of  the  Stanford 
game  early  in  the  season : 

"We  wanted  to  entertain  a  large 
number  of  business  leaders  and  meet- 
ing planners,"  explains  Dave  Scully, 
director  of  the  Ann  Arbor  Confer- 
ence &  Visitors  Bureau,  "so  we  built 
the  weekend  around  football.  Busi- 
ness planners  are  a  sophisticated 
breed  and  they've  seen  every  kind  of 
hotel  room,  so  we  sold  them  by  build- 
ing the  weekend  around  Michigan 
football.  The  results  have  since  ex- 
ceeded all  expectations." 

There's  no  way  seven  football 
weekends  alone  can  support  Ann  Ar- 
bor's 14  hotels  and  95  restaurants, 
but  gridiron  greatness  has  given  the 
community  a  proud  winner's  identity. 
"It's  had  a  very  positive  economic 
and  social  impact,"  says  City  Admin- 
istrator Sylvester  Murray.  "Just  get- 
ting the  great  hordes  of  people  who 
attend  the  games  in  and  out  creates 
goodwill.  And  money  raised  from 
parking  automobiles  in  the  high  school 
lot  during  the  games  helps  fund  high 
school  and  elementary  school  activi- 
ties for  the  entire  year." 

University  officers,  city  officials 
and  business  leaders  work  together  to 
keep  things  flowing  smoothly.  Police 
even  relax  vehicle  laws  on  football 
weekends  to  allow  private  citizens  to 
profit  by  parking  cars  on  their  lawns. 
"One  lady  who  lives  near  campus," 
says  Murray,  "told  me  that's  how  she 
gets   the   money   to   pay   her   taxes." 

Things  are  quiet  and  busy  on  the 
Ann  Arbor  campus  this  year,  where 
34,754  students  attend  16  schools  in 
pursuit  of  knowledge,  a  distinct 
change  from  the  radical  upheavals  of 
the  Sixties.  Jovial  football  crowds  fit 
right  in  with  the  current  atmosphere. 
"They're  here  for  a  good  time,"  says 
Bill  Gudenau,  general  manager  of 
two  Holiday  Inns.  "They're  here  to 
party,  so  they  drink  more  and  eat 
better  than  the  businessmen  we  see 
during  the  week." 

Another  benefit,  innkeeper  Dick 
Lotz  says,  has  been  that  of  every  100 
reservations,  where  85  showed  up  in 
previous  years,  101  are  arriving  this 
year.  "It's  a  fun  city,"  says  Lotz.  "Our 
entertainers  play  'The  Victors*  every 
20  minutes,  and  you  can  feel  the 
excitement.  Everybody's  happy." 

"The  impact  and  exposure  a  Big 
Ten  school  has  in  the  overall  aware- 
ness of  a  city  is  very  evident,"  says 
Dave  Scully.  "When  I  go  to  sell  some- 
one on  bringing  their  meeting  here, 
I  don't  have  to  say  Ann  Arbor,  Mich., 
anymore.  I  just  have  to  say  Ann  Ar- 
bor."—Alex  Ben  Block 
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The  Pleasures 

Of  Nonprofitability 

Nonprofit  in  theory,  Princeton's  Educational 
Testing  Service  in  fact  shapes  up  as  a  tough, 
aggressive  and  even  dynamic  growth  business. 


If  Princeton,  N.J.'s  Educational 
Testing  Service  were  a  public  com- 
pany and  not  a  self-contained  tax-ex- 
empt nonprofit  organization,  it  would 
probably  have  long  since  emerged  as 
one  of  the  darlings  of  Wall  Street. 
The  knowledge  industry  has  general- 
ly manifested  more  promise  than  per- 
formance, but  ETS  has  demonstrated 
all  the  performance  any  promoter 
could  wish.  Over  the  past  30  years, 
it  has  easily  racked  up  a  record  as 
one  of  the  hottest  little  growth  com- 
panies in  U.S.  business. 

ETS'  business  is  no  longer  limited 
to  the  well-known  Scholastic  Apti- 
tude Tests  required  for  admission  to 
many  private  secondary  schools,  col- 
leges and  universities.  ETS  has  helped 
to  devise  programs  to  certify  that 
you're  qualified  in  gynecology,  phar- 
macy or  auto  mechanics,  to  license 
you  as  a  barber,  beautician  or  real  es- 
tate agent,  and  in  some  parts  of  the 
country  to  permit  you  to  hold  a  job 
on  the  police  force,  the  fire  depart- 
ment or  as  a  social  worker.  Testing,  in 
fact,  has  been  taking  on  almost  Or- 
wellian  proportions  in  recent  years. 
Close  to  6.5  million  Americans  took 
ETS'  17  educational  placement  tests 
last  year.  Another  260,000  took  its 
50-odd  occupational  certifying  or  li- 
censing exams. 

ETS  started  out  in  1947  with  a 
mere  $1.4  million  in  seed  capital- 
much  of  that  in  plant  and  equipment 


—and  a  first-year  sales  volume  of  un- 
der $1  million.  Nearly  30  years  later, 
its  sales  were  still  doubling  every  six 
or  seven  years,  and  in  fiscal  1976, 
ended  last  June,  it  boasted  assets  of 
$37.8  million,  sales  of  $62.9  million 
and  a  comfortable  nonprofit  of  just 
under  $1  million  after  deducting  all 
its  expenses.  At  the  same  time,  with- 
out benefit  of  any  additional  infusion 
of  capital,  ETS'  original  $1.4-million 
stake  has  grown  to  nearly  $25  million. 

In  The  Beginning 

The  company  (which  is  how  its  ex- 
ecutives tend  to  refer  to  it)  was  cre- 
ated in  1947  as  a  repository  for  the 
testing  operations  of  three  big  ed- 
ucational foundations:  the  Carnegie 
Foundation  for  the  Advancement  of 
Teaching,  the  American  Council  for 
Education  and  the  College  Entrance 
Examination  Board— this  last  a  group 
of  2,500  colleges,  universities  and  sec- 
ondary schools  that  use  ETS  scores  in 
making  admissions  decisions. 

ETS'  president  is  WilHam  W.  Turn- 
bull,  56.  He  sees  ETS'  impressive 
growth  as  something  of  an  accident 
of  history.  Like  the  canmakers  who 
found  they  were  really  in  packaging, 
ETS  fairly  soon  discovered  that  its 
business  was  not  really  testing,  but 
measurement— the  measurement  of  ev- 
erything from  the  eflFectiveness  of  Se- 
same Street  to  the  adaptability  of 
programs  by  Britain's  Open  Univer- 


Big  Man  On  Campuses:  ETS' 
President  Bill  Turnbull,  a  tweedy, 
rather  deliberately  homespun  ETS 
career  man,  has  run  the  company 
since  1970.  Under  Turnbull, 
ETS  has  drawn  the  fire  of  critics 
ranging  from  Ralph  Nader  to 
New  York  magazine,  but  so  far 
has  had  little  trouble  establishing 
that,  whatever  its  faults,  ETS 
does  what  it  sets  out  to  do. 


sity  to  the  U.S.  educational  system. 

As  Bill  Turnbull  sees  it,  ETS  sim- 
ply happened  to  be  on  the  spot  in 
the  late  Fifties  when  the  postwar 
baby  boom  broke  on  U.S.  colleges 
and  universities  like  a  torrent.  "There 
was  not  enough  space  in  colleges  and 
universities  to  accommodate  all  the 
kids  who  wanted  to  go,  and  at  the 
same  time  there  was  a  tremendous 
need  for  help  in  making  admissions 
decisions.  As  a  result,  more  and  more 
colleges  required  entrance  examina- 
tions in  the  screening  process."  The 
various  ETS  testing  programs— the 
SAT,  the  15  subject  achievement  tests 
—afforded  admissions  ofiicers  quick, 
easy,  objective  assistance  in  making 
their  choices. 

Distributing,  administering,  collect- 
ing and  scoring  millions  of  such  tests 
obviously  involved  a  mountain  of  pa- 
perwork and  ETS  had  to  create  a 
modern,  efiicient,  technologically  ori- 
ented management  organization  to 
handle  the  job.  It  had  to  automate 
and  it  did,  furmeling  its  cash  flow 
into  data  processing  and  automatic 
test-scoring  equipment  on  a  large 
scale.  (ETS'  latest  optical  scanner 
now  processes  18,000  answer  sheets 
an  hour.)  "We  had  to  automate  or 
not  do  the  job,"  says  ETS'  financial 
vice  president,  David  Brodsky,  who 
came  to  the  company  in  1955  when 
thoi  testing  boom  was  just  getting  un- 
der  way.    "That's    really   where    our 
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capital  has  gone— into  plant  and  data 
processing  equipment." 

Since  then  the  collegiate  demand 
has  ebbed,  but  ETS'  growth  has 
nonetheless  continued  to  be  brisk.  Be- 
tween 1970  and  1976  the  ETS'  SAT 
volume  dropped  nearly  12%;  ETS'  to- 
tal sales  nonetheless  shot  up  another 
80%.  If  collegiate  demand  was  oflF, 
the  growth  in  the  consumer  move- 
ment had  created  a  rising  demand  for 
accountability— in  government,  in 
business,  in  trade,  in  the  professions. 
This  opened  up  vast  new  markets  for 
ETS,  which  had  the  testing  instru- 
ments to  measure  performance. 

ETS  was  ready  for  them.  As  far 
back  as  the  1950s,  ETS  had  come  up 
with  a  test  for  certifying  medical  spe- 
cialists, and  since  then  it  has  come 
up  with  a  number  of  programs  for 
licensing  and  certifying  members  of 
more  than  50  other  occupations— in- 
surance agents,  real  estate  brokers, 
actuaries,  merchant  marine  officers, 
electrical  contractors,  moving  men, 
city  planners,  nurses,  opticians,  For- 
eign Service  officers  and  architects. 

Over  the  years  ETS  has  grown  so 
fast  and  so  profitably  that  its  com- 
petitors have  sometimes  complained 
that,  thanks  to  its  income  tax  exemp- 
tion, ETS  is  well-nigh  impossible  to 
compete  with.  Even  so,  ETS  has 
plenty  of  competitors.  Though  no  oth- 
er firm  duplicates  ETS'  range  of  ser- 
vices, individual  firms  duplicate  every 
one  of  them— universities,  think  tanks, 
consulting  organizations,  publishing 
houses.  Even  the  SAT  has  its  counter- 
part in  the  American  College  Testing 
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Programs'  ACT  tests,  used  largely 
in  western  states.  Competitive  aware- 
ness, says  Tumbull,  keeps  ETS  prices 
low,  its  quality  high. 

ETS  controls  its  costs  through  the 
same  sort  of  budgetary  controls  any 
profit-making  business  uses.  And,  al- 
though it  has  no  stockholders  to  re- 
ward, it  needs  profit  for  much  the 
same  reason  any  private  business  does 
—to  finance  its  growth.  Says  Financial 
Vice  President  Brodsky:  "We  have  a 
rolling  five-year  projection  of  what  our 
capital  needs  are,  what  we  anticipate 
receiving  from  outside  and  what  level 
of  activity  we  have  to  support.  If  it 
turns  out  we  are  making  more  than 
we  feel  we  need  for  capital  needs,  we 
reduce  our  prices." 

Investment  And  Rewards 

In  the  late  Fifties  and  early  Six- 
ties, when  rising  volume  and  auto- 
mation were  broadening  ETS'  testing 
margins  considerably,  ETS  cut  its 
rates  again  and  again,  and  even  then 
was  able  to  generate  capital  aplenty 
to  feed  its  expansion.  ETS'  SAT  fees 
today  are  in  fact  only  30%  higher 
than  they  were  30  years  ago,  a  pe- 
riod during  which  the  consumer  price 
index  just  about  tripled. 

Which  is  not  to  say  that  ETS  and 
its  executives  do  not  enjoy  the  same 
privileges  and  emoluments  as  do  those 
of  other  successful  corporations.  ETS 
operates  out  of  a  spacious  380-acre 
estate  in  the  country  near  Princeton, 
N.J.  It  maintains  a  conference  center 
with  accommodations  for  200,  a  data 
processing  center,  a  complex  of  mod- 


NfONPROFiT  GROWTH  COMPANY 

ETS'  not-for-profit  sales  growth  has 
nonetheless  served  to  generate 
a  sizable  pool  of 
retained  earnings. 
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ern  offices,  complete  with  recreational 
facilities.  And  it  pays  its  employees 
well.  Divide  ETS'  total  labor  costs  by 
the  number  of  its  permanent  em- 
ployees, and  you  get  a  $17,000-a-year 
average,  which  is  not  bad,  consider- 
ing the  range  includes  everyone  from 
maintenance  people  to  executives. 

ETS  is  inherently  a  labor-intensive 
business,  and  so  is  especially  exposed 
(o  the  pressures  of  wage  inflation.  As 
ETS'  growth  rate  has  slackened  and 
the  benefits  of  volume  and  automa- 
tion leveled  off,  the  cost  pressures 
have  inevitably  increased.  So  far, 
ETS  has  kept  is  labor  costs  down  by 
shifting  the  burden  from  its  temporary 
to  its  permanent  staff.  Since  1970, 
says  Brodsky,  though  ETS'  work  load 
has  risen  20%  to  25%,  the  permanent 
staff  has  risen  only  5%,  while  the  tem- 
porary staff  has  declined  31%.  But 
there  are  limits  to  how  far  this  can  go. 

Just  as  it  watches  its  labor  costs,  so 
does  ETS  look  for  growth  opportu- 
nities. "We  look  around,"  says  Brod- 
sky, "and  come  to  the  conclusion  that 
there  is  a  need  for  a  certain  kind  of 
service,  so  we  develop  that  and  see 
what  kind  of  interest  there  may  be." 
In  the  Fifties  and  Sixties,  for  exam- 
ple, ETS  developed  the  College  Level 
Examination  Program  to  ease  the 
transfer  of  students  from  two-  to  four- 
year  colleges  and  to  award  academic 
credit  for  off-campus  educational  ex- 
periences. The  program  met  strong 
resistance  from  both  two-  and  four- 
year  colleges,  but  the  need  existed, 
and  ETS  succeeded.  Last  year  ETS 
administered  94,000  CLEP  tests. 

ETS  has  also  been  supplementing 
the  research  and  development  con- 
tracts it  has  undertaken  for  outside 
foundations  and  governments  with 
projects  financed  out  of  its  own  funds. 
It  specializes  in  areas  like  infant  be- 
havior, personality,  creativity  and  cog- 
nitive learning.  "I  think  our  physical 
growth  is  largely  behind  us,"  Brodsky 
says.  "So  the  balance  will  shift  toward 
research  and  development  and  away 
from  the  equipment  needed  to  drive 
the  machine."  ETS'  research  contracts 
now  make  up  10%  of  revenues. 

There's  no  denying  the  education 
markets  look  especially  uncertain 
these  days.  A.  college  education  is  be- 
coming so  costly  that  the  colleges  and 
universities  could  conceivably  price 
themselves  and  ETS  out  of  a  portion 
of  the  market.  At  the  same  time,  high- 
er education  is  no  longer  as  highly 
valued  as  it  once  was.  "We're  in  a 
mature  growth  phase,"  Brodsky  says. 
Therefore,  ETS'  trustees  have  been 
urging  Brodsky  to  build  up  ETS'  re- 
serves against  a  rainy  day.  "We  have 
a  small  invested  reserve— about  $3  mil- 
lion," he  says,  "and  as  a  contingency 
fund,    that's   not   much.    The   market 
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If  \ve  didiA  own  ourselves^ 
maybe  our  local  offices 
would  think  like  local  offices, 


Insurance  brokers  of  our  scope  and  size 
are  few.  Most  are  publicly-held.  There  is 
one  exception.  Johnson  &  Higgins. 

But  that's  not  where  the  differences 
in  philosophy  end.  For  example,  we 
view  local  offices  much  differendy. 

To  us  they  are  not  individual  profit 
centers.  If  we  looked  at  them  as  profit  centers, 
we'd  have  to  charge  the  local  office  every  time  it 
asked  for  special  support  from  somewhere 
else  in  the  system. 

Which  could  easily  make  an  office  hesitate  to 
request  assistance.  „  km  a         u. 

i  Bob  Meyer  spends  as  much  time  sujjervising 

Which  could  mean  that  a  client  was  not  getting     property  loss  control  specialists  overseas 
II  .1        1       1      ,1       ,  II-  •,         .•  as  he  does  in  this  country. 

aU  the  help  that  was  needed  m  every  situation. 

J&H  clients  get  all  the  help  they  need  all 
the  time.  Locally  Nationally  Internationally 
Because  every  J&H  office 
is  motivated  to  ask  for 
assistance  from  every  other 
office.  As  often  as  it  likes. 
Regardless  of  its  own  staffing. 

Think  of  it  this  way: 
Johnson  &  Higgins  doesn't 
have  60  local  offices.  We  have 


60  main  offices. 

There's  one  near  you. 


Walt''r  Pritchard,  mining 
specialist  in  our  Cleveland 
office,  often  finds  himself 
consulting  with  our 
San  Francisco  people. 


JohnsoitSltiggins 


The  private  insurance  broker 
We  answer  only  to  you 


Chuck  Mathers,  a  J&H  nuclear 
specialist  at  95  Wall  Street, 
is  a  regular  visitor  to  our 
New  Orleans  office. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFIT  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 
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If  there's  anybody  who  can 
appreciate  a  high-performance  machine, 
it's  the  automotive  industry. 

So  when  the  major  manufacturers 
were  looking  for  a  faster  way  to  get 
out  things  Uke  specification  changes, 
dealer  reports,  and  crucial  sales 
figures,  they  naturally  turned  to  the 
Xerox  9200  Duplicating  System. 

^That's  because,  wim  its  comput- 
erized programmer,  the  9200  can 
automatically  feed,  cycle,  reduce  and 


sort  a  limitless  number  of  sets  at  the 
incredible  speed  of  two  pages  a 
second. 

Which  means  that  now  they  can 
get  a  lot  more  done  in  a  lot  less  time. 

In  fact,  the  automotive  companies 
were  so  impressed  with  the  Xerox 
9200,  they  now  have  40  of  them 
parked  in  their  offices. 


XEROX 


XEROXemd  9200®  are  trademarks  of  XEROX  CORPORATION. 


abolished  buggy  whips,  and  it  could 
abolish  us.  But  if  we  no  longer  serve 
a  useful  social  purpose,  why  not  go 
out  of  business?  Realistically,  there's 
an  instinct  in  the  organization  to  per- 
petuation and  even  growth." 

"My  own  feeling,"  says  President 
Tumbull,  "is  that  we've  gone  about 
as  far  as  we're  going  to  go  with  mea- 

Ticket  Of  Admission 

Fab  and  away  the  most  important 
product  the  Educational  Testing  Ser- 
vice has  is  its  phenomenally  success- 
ful Scholastic  Aptitude  Test.  The 
SAT  is  probably  the  single  most 
important  factor  in  determining  which 
college  a  student  gets  admitted  to  or 
whether  he  even  gets  admitted  at  all. 
"University  and  college  admissions  of- 
ficers," ETS  says  piously,  "are  cau- 
tioned against  relying  solely  on  SAT 
scores  in  making  their  decisions," 
That's  like  adjuring  smokers  that  cig- 
arettes can  be  injurious  to  your  health. 
And  some  have  given  it  up— especial- 
ly these  days  when  some  colleges  have 
trouble  attracting  students,  no  mat- 
ter what  their  scores.  Even  so,  the 
SAT  still  ranks  as  the  ticket  of  admis- 
sion to  higher  education  in  the  U.S. 

Last  year,  1.4  milHon  students  took 
the  SAT-45?  of  all  the  high  school 
seniors  in  the  U.S.  The  SAT  is  a  stan- 
dardized 2)2-hour  multiple-choice  ex- 
amination. It  is  given  six  times  a  year 
at  some  4,000  testing  centers,  mainly 
high  schools,  throughout  the  U.S. 
The  test  is  divided  into  two  sections 
designed  to  measure  a  student's 
mathematical  and  verbal  skills,  and 
the  result  is  two  scores  expressed  on  a 
scale  ranging  from  200  to  800. 

The  tests  are  designed  to  "predict 
academic  performance,"  and,  accord- 
ing to  ETS  and  most  admissions  of- 
ficers, that  is  just  what  they  do.  This 
is  why  they  are  widely— almost  uni- 
versally—used in  the  U.S.  Says  ETS' 
President  William  Tumbull:  "The 
predictive  quality  of  the  exams 
comes  from  the  fact  that  what  a  per- 
son has  done  in  the  past  is  indicative 
of  what  he  will  do  in  the  future." 

The  SAT  is  put  together,  updated 
and  continuously  revised  by  a  full- 
time  200-man  staflF,  whose  makeup  is 
designed  to  reflect  a  wide  range  of 
regional,  educational,  racial  and  eth- 
nic backgrounds.  The  tests  are  rig- 
orously scanned  to  see  that  the  ques- 
tions do  not  bear  any  trace  of  cul- 
tural, ethnic,  sexual  or  whatever 
other  bias  happens  to  be  unfashion- 
able at  the  moment,  and  ETS  careful- 
ly throws  in  a  few  reading  compre- 
hension passages  by  minority  writers 
—like  Eldridge  Cleaver— to  make  mi- 
norities, who  make  up  almost  15%  of 
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surement  of  traditional  verbal  and 
mathematical  skills.  The  main  impetus 
to  growth  now  is  likely  to  come  from 
the  emphasis  on  competent  perfor- 
mance in  a  lot  of  different  nonaca- 
demic  fields.  Our  main  contribution 
in  the  next  ten  years  or  so  may  be 
in  attempting  to  put  in  the  hands  of 
college  people  more  information  about 


the  noncognitive  characteristics  of 
young  people— a  better  statement  of 
their  interests  and  desires.  If  we  suc- 
ceed, I  think  the  individual's  life 
chances  are  going  to  be  improved." 

Brave  New  World?  Maybe  so,  but 
in  a  society  that  believes  in  equaUty 
of  opportunity,  why  should  such 
things  be  left  to  sheer  chance?  ■ 


the  test-takers,  feel  they  haven't  been 
left  out  of  things. 

ETS  vigorously  denies  that  the 
SAT  reflects  the  sort  of  cultural  bias 
that  has  so  often  been  charged  against 
intelligence  tests.  The  purpose  of  the 
SAT  is  not  to  measure  "intelligence" 
but  to  determine  how  well  someone 
will  perform  in  certain  academic  con- 
texts. And  if  that  means  that  some- 
one who  lacks  certain  skills  is  at  a 
disadvantage,  that's  what  the  test  is 
supposed  to  reveal.  "In  my  opinion," 
says  TurnbuU,  "it  is  not  as  easy  for  a 
person  with  an  inferior  education  to 
do  well  on  the  SAT  as  it  is  for  some- 
one with  all  the  advantages." 

More  women  (51%)  now  take  the 
tests  than  men,  but,  though  women 
go  into  the  test  with  higher  grade  av- 
erages, men  score  higher  than  women 
except  on  the  Standard  Written  En- 
glish test.  A  third  of  the  seniors  who 
take  the  test  earn  scores  of  between 
200  and  400,  another  55%  between 
400  and  600.  Last  year  only  8% 
scored  higher  than  600  on  the  ver- 
bal section  of  the  test,  vs.  16%  on 
the  mathematics  section.  The  average 
scores  on  the  SAT  are  declining  and 
have  done  so  for  the  past  12  years, 


a  matter  that  has  worried  educators 
considerably.  Tumbull  thinks  that  the 
scores  have  declined  because  society 
no  longer  puts  the  emphasis  on  the 
written  word  that  it  used  to. 

With  the  SATs  as  with  its  other 
tests,  ETS  contracts  to  provide  a  ser- 
vice for  the  sponsor,  the  College 
Entrance  Examination  Board,  ETS 
develops  the  tests,  collects  the  $7.25 
the  Board  sets,  deducts  its  ovsoi  ex- 
penses and  a  fee,  and  retiims  the 
excess  to  the  Board.  How  much  that 
is  is  anybody's  guess.  The  SATs  alone 
yielded  a  good  17%  of  ETS'  reve- 
nues last  year,  roughly  $10  million, 
and  the  College  Board's  programs  al- 
together contributed  close  to  41%. 

For  all  their  success  in  the  market, 
the  tests  have  provoked  a  good  deal 
of  criticism  almost  from  the  time  the 
first  one  was  devised  back  in  1926. 
Critics  complain  that  the  tests  are  not 
really  aptitude  tests,  that  the  ques- 
tions are  tmcongenial  to  subtle  and 
imaginative  minds,  that  the  SATs  do 
not  really  establish  a  student's  apti- 
tude for  doing  anything  other  than 
taking  the  tests.  But  is  this  neces- 
sarily bad?  The  ability  to  discipline 
one's  thinking  to  the  requirements  of 
the  test  may  reflect  the  very  qualities 
that  the  test  is  supposed  to  reveal. 
After  all,  in  the  kingdom  of  the  blind, 
the  one-eyed  man  is  unlikely  ever  to 
be  king  if  the  blind  have  put  out 
the  hghts. 

The  objections  to  the  SATs  are 
formidable,  but  so  are  the  reasons  for 
retaining  them.  On  the  one  hand,  most 
admissions  offices  do  not  have  the 
staff  to  do  an  adequate  job  of  screen- 
ing applicants.  On  the  other,  the  re- 
liability of  the  high  school  grading 
system  has  deteriorated  almost  every- 
where, so  that  the  SAT  does  provide 
some  sort  of  standardized  and  objec- 
tive measure  of  student  performance 
—which  was,  after  all,  why  it  was 
devised  in  the  first  place. 

Bill  Tumbull  views  the  whole  con- 
troversy philosophically:  "As  testing 
has  become  more  important  in  the 
lives  of  a  lot  of  people,"  he  says, 
"public  scrutiny  of  testing  has  in- 
creased. The  crescendo  of  interest  is  a 
corollary  of  the  importance  of  test- 
ing rather  than  a  threat  to  it," 
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Manager. 

Hes  making  up  for  lost  time 
in  customer  payments. 


Jim  isn't  taking  the  lag  in  customer 
payments  lying  down.  He's  solving  the 
problem  with  a  total  cash  management 
system  designed  for  his  company  by 
The  Northern  Trust.  It  includes: 

A  lockbox  collection  system  utilizing 
a  unique  zip  code  (60675)  and  an  accel- 
erated deposit  collection  system. 

A  cash  disbursing  system  that  man- 
ages payouts  and  controls  the  use  of 


funds  through  zero-balance  accounting. 

A  cash  concentration  system  that 
mobilizes  funds  on  a  timely  basis 
through  a  bank-prepared  depository 
transfer  check  system. 

A  cash  reporting  system  designed 
to  serve  his  company's  short  term  fore- 
casting needs  through  utilization  of 
same  day  reporting  information. 

Put  them  all  together  and  what  do 


you  have?  A  profit  center  where  there 
used  to  be  a  problem  area.  Jim  can  tell 
you.  So  can  lots  of  other  cash  managers. 
If  you  would  like  to  find  out  more 
about  these  services  for  your  company, 
we  suggest  you  contact  Michael  R. 
Zook,  Vice  President,  at:  The  Northern 
Trust  Bank,  50  South  LaSalle  Street, 
Chicago,  Illinois  60690.  Telephone 
(312)  630-6000. 


The  NorthernTrust  Bank 

Bring  your  financial  ftiture  to  us. 


/^ 


Cciptciin  Kiclcl 

is  sailing 

in  troubled  waters. 


The  muck  and  murk  of  pollution  spell 
trouble  for  everyone.  But  a  sick 
environment  is  no  longer  the  price 
of  a  healthy  economy.  Crane  and  its 
Cochrane  Environmental  Systems 
Division,  specialists  in  the  technology 
of  water  and  waste  treatment  for 
better  than  a  century,  are  helping  to 
change  that. 

Our  young  adventurer  has  run 
afoul  of  suspended  sol  ids -the 
product  of  industrial  and  municipal 
wastes.  For  this  particular  problem 
(as  for  many  others)  Crane  provides 
special  equipment.  Tailor-made 
techniques  and  tools.  For  example: 
microstrainers.  Clarifiers.  Solids 


contact  reactors.  Filters.  Reverse 
osmosis.  Plus  a  wide  selection  of 
valves  and  pumps  for  fluid  control. 
All  backed  by  specialized  skills  and 
knowledge. 

Suspended  solids  represent  just 
one  of  many  water  pollution  problems 
we  help  solve  every  day.  For  further 
information,  contact:  Crane  Co., 
Dept.  AD,  300  Park  Avenue, 
New  York,  N.Y.  10022. 


CRANE 


® 


Crane  makes  it  flow  clean  again. 


Please  Pass 
The  Whatsit 

Mix  flour  and  sawdust 
and  what  do  you  have? 
ITT  Continental's  new 
diet  bread. 

Diet  breads  are  nothing  new.  One 
of  the  first  was  Profile,  brought  out 
by  Continental  Baking  Co.  (now  a 
division  of  International  Telephone  & 
Telegraph)  in  1956.  But  ITT  Conti- 
nental has  something  new,  so  Randall 
Hackett,  Continental's  vice  president 
of  marketing,  isn't  afraid  to  disparage 
Profile,  which  has  assumed  a  low  pro- 
file recently,  and  its  competitors. 

"All  those  quote  diet  breads  un- 
quote really  didn't  have  fewer  cal- 
ories," says  Hackett.  "They  just  had 
thinner  slices.  The  Government  came 
down  on  us."  But  the  idea  lived  on. 
"To  make  a  real  diet  bread,"  Hackett 
continues,  "we  had  to  have  something 
to  replace  the  calories.  Water  alone 
couldn't  do  it;  you'd  end  up  with 
cereal  or  mush.  We  also  needed  a 
stiffening  ingredient  that  wouldn't  add 
any  calories." 

The  result,  Fresh  Horizons,  con- 
tains two  grams  of  wood-derived  cel- 
lulose—euphemistically called  fiber  or 
roughage— per  slice.  This  gives  the 
hungry  (or  oral-compulsive)  dieter 
something  to  chew  on  while  it  fills 
him  up.  It  also  replaces  some  of  the 
bread's  starch,  lowering  the  calorie 
count  from  75  for  an  ordinary  slice 
to  about  50  for  Fresh  Horizons— white 
or  whole  wheat. 

Fresh  Horizons,  launched  in  July, 
is  the  product  of  six  years  of  research 
and  $5  million  of  marketing.  The 
bread  has  a  few  new  high-cellulose 
competitors,  among  them  Campbell 
Taggart's  Contour  and  Less,  a  prod- 
uct made  by  Orts  Inc. 

Despite  the  attention  given  to  fiber 
these  days^-as  a  cure  for  all  sorts  of 
ills  from  constipation  to  rectal  cancer 
and  high  cholesterol.  Continental's 
Hackett  notes  with  some  surprise  that 
seven  out  of  11  people  buy  Fresh 
Horizons  for  its  low-calorie,  rather 
than  its  health,  properties.  Taste?  An 
unscientific  sampling  around  the 
Forbes  offices  came  up  with  general- 
ly unenthusiastic  comments:  "SHghtly 
metallic,"  "Sort  of  chewy,  chalky," 
and  "The  whole  wheat  is  like  white 
•bread  with  brown  flakes  in  it." 

Still,  it  tastes  better  than  raw 
twigs.  .  .  .  Enough  so  that  it  is  already 
selling  at  a  $30-million  annual  rate. 
Metrecal,  watch  out!  ■ 
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Meet  Irving  D.  Appleberry,  your  doorman  at  one  of  our  Hyatt  Hotels.  The  smile 
on  Irving's  face  says  what  all  of  us  at  Hyatt  feel.  Welcome.  Expect  more  from  us. 
More  individual  attention.  More  that  is  new  and  different.  More  special 
touches,  all  uniquely  Hyatt. 

In  big  things  like  the  design  of  our  atrium  lobbies.  In  little  things  like  a 
Passport  Book  for  no-wait-check-out. 

A  Touch  of  Hyatt.  It  means  we're  doing  whatever  it  takes  to  make  you 
want  to  stay  with  us . . .  again. 

HYATT  HOTELS  ©' 

We're  looking  forward  for  you.     ^^^ 

800-228-9000  Gets  you  Hyatt. 
Worldwide. Toll  Free.  °y:,s;'Leugen, 
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louther  n  Railway  can  tell 
you  where  your  shipment  is 
in  ten  seconds!' 


David  Ray  Poston,  Conductor,  Southern  Railway 

I'm  proud  to  be  part  of  the 
Southern.  For  instance,  we  were  the 
first  railroad  to  install  a  computer 
system  for  informing  our  customers  of 
the  exact  location  of  their  shipments. 

When  our  system  was  set  up,  we 
wanted  to  give  our  customers  the  best 
data  we  could.  So,  unlike  many  other 
railroads  we  went  to  a  real-time  system. 
With  it,  we  have  a  constant  update. 
Every  movement  of  a  car  is  recorded. 

And,  when  a  customer  calls  us 
about  the  location  of  his  freight  car,  we 
can  tell  him  in  ten  seconds. 

I  think  this  computer  setup 
makes  the  Southern  one  of  the  best 
railroads  in  the  country.  But  we're 
good  for  a  lot  of  other  reasons. 
We  have  one  of  the  best  on-time  rec- 
ords in  the  industry,  for  one  thing. 
Which  may  explain  why  we're  one  of 
the  most  profitable  transportation 
companies  in  America. 

Of  course,  we  do  have  our  prob- 
lems. We're  not  perfect.  But  the  chair- 
man of  the  Southern  Railway  is  a  lot 
more  qualified  to  talk  about  them 
than  I  am. 


y&^ 


«ograp*ietf  on  Souffieri 
buthern  Rdilv.'ay  Systei 


As  I  See  It 

An  Interview  With  Tiiomas  E.  Noel 


If  the  U.S.  can  avoid  a  confrontation 
with  the  Arab  oil-producing  coun- 
tries until  1982,  we  will  be  in  a  much 
better  position  to  stand  up  to  another 
oil  embargo.  Not  an  impregnable  posi- 
tion—by then  we  could  well  be  im- 
porting 4.5  million  barrels  of  Arab  oil 
a  day,  more  than  twice  the  current 
level— but  we  would  still  be  in  a  some- 
what better  position  than  at  present. 
The  reason  is  the  Strategic  Petroleum 
Reserve  that  Congress  authorized  last 
December— 150  million  barrels  to  be 
in  place  by  1978,  325  million  by  1980, 
500  million  by  1982— the  equivalent, 
by  1975  standards,  of  a  90-day  sup- 
ply of  imported  oil. 

To  find  out  what  was  going  on 
with  the  reserve,  we  went  down  to 
Washington  last  month  to  talk  with 
Thomas  E.  Noel,  38,  the  bright, 
brisk,  saber-thin  former  Army  ofiBcer 
who  took  over  as  head  of  the  newly 
created  Strategic  Petroleum  Reserve 
OflBce  last  June.  Noel  has  been  with 
the  Federal  Energy  Administration 
(of  which  SPRO  is  a  part)  since  it 
was  created  in  1974,  and  he  and  his 
staflF  are  running  hard  developing  a 
detailed  strategic  reserve  plan  for  sub- 
mission to  Congress  by  Dec.  15. 

Has  Congress  appropriated  all  the 
money  you'll  need  for  the  program? 
Noel:  So  far,  $742  million  has  been* 
appropriated.  We've  got  some  $300 
million  to  spend  for  storage  facilities 
and  another  $440  million  for  the  pur- 
chase of  40  million  barrels  of  oil  dur- 
ing fiscal  1977.  We're  talking  of  a 
total  program  costing  between  $8  bil- 
lion and  $10  billion. 

Does  that  assume  an  increase  in 
the  price^  of  oil? 

Noel:  No.  But  if  the  price  of  oil  goes 
up,  you  can't  lose  on  the  program. 

What  do  you  expect  the  program 
to  accomplish? 

Noel:  Fundamentally,  to  make  the 
impact  of  another  embargo  signifi- 
cantly less  than  the  last  one.  It  is 
our  belief  .that  the  gross  national  prod- 
uct sufi^ered  between  $35  billion  and 
$45  billion  during  the  last  embargo. 
Without  any  stockpile,  we  would  be 
faced  with  a  cutoff  of  6  million  bar- 
rels a  day  [that's  the  U.S.  total  im- 
port demand,  of  which  maybe  2  mil- 
lion comes  from  the  Arabs],  and  we 


need  that  oil  badly  to  keep  our  econ- 
omy operating.  In  an  embargo  situa- 
tion we  would  not  replace  the  entire 
6  million  barrels  a  day;  we  would 
save  a  million  barrels  by  conservation 
and  other  contingency  measures. 

We  also  would  not  expect  a  100% 
embargo.  The  last  one  was  not. 

It's  going  to  be  a  very  long  time- 
six  years— before  the  program  ojfers  us 
much  protection  against  an  embargo. 
Noel:  It  is  a  long  time.  But  we'll 
have  part  of  the  system  in  place— 
150  million  barrels— as  early  as  two 
years  from  now.  I  think  that  that  will 
have  a  significant  impact  on  the  per- 
ceptions our  foreign  suppliers  will 
have  about  how  serious  we  are.  Be- 
tween now  and  then  we're  vulnerable. 
Each  barrel  we  put  in  the  ground 
gives  the  President  time.  His  choices 
aren't  simply  capitulation  to  extortion 


"The  Strategic  Petroleum 
Reserve  is  a  $10-billion 

insurance  policy  against 
another  oil  embargo. 


ff 


Noel  of  SPRO 


or  blackmail.  It  gives  the  President  ad- 
ditional options  in  his  dealings— dip- 
lomatically or  economically— with  oth- 
er countries,  and  conceivably  it  gives 
him  the  opportunity  to  choose  wheth- 
er some  other  option,  even  military 
intervention,    should    be    considered. 

So  what  happens  if  an  embargo  hits? 
Noel:  The  basic  program  is  designed 
to  replace  a  barrel  of  oil  that  would 
have  come  off  a  ship  with  a  barrel 
out  of  our  reserves  in  the  ground.  But 
the  President  could  also  impose  con- 
servation if  he  wanted  to.  You  begin 
the  first  month  with  a  one-to-one  ex- 
change of  storage  for  imported  oil, 
the  next  month  you  go  to  nine-tenths 
allocation,  the  month  after  that 
to  eight-tenths  allocation.  Industry 
wouldn't  have  to  convert  to  a  lower 
level  of  supply  overnight.  It  could 
make  the  adjustment  in  a  somewhat 
more  rational,  less  irritating  way. 

Where  are  you  going  to  get  the  oil 
you'll  need  to  build  the  reserve? 
Noel:   The  oil  itself  has   got  to  be 
imported  oil.  To  take  a  barrel  of  do- 


mestic oil  out  of  the  domestic  supply 
means  that  that  barrel  has  to  be  re- 
placed by  an  extra  imported  barrel. 

What  do  you  expect  to  pay  for  the 
oil  that  goes  into  the  reserve? 
Noel:  We  are  presently  planning  to 
acquire  the  oil  we  need  for  the  pro- 
gram at  the  national  composite  av- 
erage price  [of  old,  new  and  imported 
oil],  at  essentially  the  same  price  the 
refiner  pays  for  his  average  barrel  of 
oil.  Congress  has  appropriated  money 
for  fiscal  1977  at  !}>11  a  barrel.  We're 
probably  slightly  over  that  $11  figure 
right  now. 

So  the  U.S.  is  not  really  going  to  go 
to  the  producers  to  buy  the  oil.  You'll 
buy  it  on  the  open  market  just  the 
way  other  U.S.  consumers  do. 
Noel:  Basically,  I  think  that  is  cor- 
rect. There  has  been  some  talk  about 
direct  purchases— government  to  gov- 
ernment. But  as  a  program  manager, 
I've  got  to  depend  on  the  oil  arriving 
when  I  need  it,  in  the  grade  I  need 
it,  and  at  the  time  I  need  it.  I'm  pro- 
ceeding  on    the    basis    that    we    will 
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If  you're  considering 
Metropolitan  has  a  fe\^ 


Like  many  others  these  days,  you  may 
be  considering  a  group  dental  plan  for  your 
company.  Obviously,  the  carrier  of  choice 
shoiid  have  a  demonstrated  abiUty  to 
implement  a  new  dental  plan  and,  equally 
important,  keep  it  operating  to  the 
satisfaction  of  you  and  your  employees. 

At  Metropolitan  Life,  we  now  insure 
three  milUon  individuals  through  a  variety  of 
dental  plans  and  the  number  is  growing. 
Therefore,  you  may  be  interested  in  our 
comments  on  some  of  the  areas  you  should 
investigate  thoroughly  before  adopting  your 
dental  plan. 


Why  is  an  electronic  claims  payment  \ 
system  especially  important  to  a  dental  : 
plan? 

In  a  group  dental  plan,  the  volume  of 
paper  work  is  usually  several  times  greater 
than  in  a  typical  medical  plan.  However,  i: 
essential  that  claims  be  paid  correctly  and! 
promptly.  In  addition,  the  control  of  clainj 
dollars  is  absolutely  necessary  to  the 
continued  operation  of  a  sound  dental 
program. 
Therefore,  a 
computerized 
claims  system 
properly  equip- 
ped and  properly 
programmed  is 
vital  to  a  good 
group  dental 
plan. 

Your 
carrier's  computer 
should  be  able  to 
relate  an  individual  dentist's  fee  to  those 
other  dentists  in  a  particular  geographic  i 
This  relationship  of  one  dentist's  fee  to 
another  is  important  in  determining  whav 
level  of  benefits  is  payable  under  a  reason 
and  customary  program  and  in  developin 
table  of  allowances  under  a  scheduled  der 
benefit  plan. 

Metropolitan's  computer  files  are 
updated  as  claims  are  processed.  The 
computer  maintains  a  complete  history  o 
each  claim  and  stores  detailed  fee 
information  by  individual  procedure  co( 
by  individual  dentists. 

By  continually  monitoring  actual  u^| 
against  projected  usage,  Metropolitan 
provides  more  accurate  predictions  of 
patterns  of  treatment  in  terms  of  frequei  j 
severity  and  the  expected  costs. 


El  Group  Dental  Plan 
deas  you  may  find  helpful. 


What  is  the  importance  of  maintaining 
professional  relations  with  the  dental 
community? 

It  is  obvious  that  the  carrier  of  choice 
must  have,  and  maintain,  good  professional 
relations  with  the  dental  community 
wherever  you  have  employees.  Metropolitan 
maintains  a  full-time  dental  director  whose 
function  is  to  develop  and  direct  these 
important  relationships. 

This  objective  can  best  be  accomplished 
through  the  use  of  dental  consultants  who 

ave  established  a  sound  professional  relation- 
hip  with  local  practitioners.  Metropolitan 

ses  the  services  of  well  respected  private 
practitioners— "wet-fingered"  dentists— who 
work  part-time  in  its  regional  claims  offices 
as  dental  consultants. 

This  enables  us  to  make  claim  decisions 
which  are  recognized  as  reasonable  by  active 
practitioners  and  which  provide  a  continuing 
system  of  claim  control. 

iWhy  worry  about  setting  the  right  rate 
inow? 

The  most  important  thing  here  is  that 
I  the  premium  cost  be  neither  too  high  nor  too 
ilow.  The  cost  to  you  should 
I  not  only  be  reasonable;  it 
[Should  be  set  at  realistic 
and  accurate  levels  from 
the  start.  If  it's  too  high, 
■  the  carrier  is  holding 
Itoo  much  of  your 
money;  if  it*s  too 
[low,  youVe  under- 
budgeted  your 
benefit  plan  and  can 
be  in  for  some  unpleasant  surprises. 

Metropolitan's  broad  national 
experience  provides  a  wealth  of  data  that 
makes  it  possible  to  set  your  rate  properly. 


Are  you  offered  flexible  arrangements  for 
financing  your  plan? 

There  are  various  ways  the  costs  can  be 
funded.  You  should  select  a  funding  plan 
which  is  most  consistent  with  your  corporate 
employee  benefit  funding  philosophy. 
Metropolitan  can  underwrite  a  dental 
program  in  a  variety  of  ways.  Some  place 
varying  degrees  of  emphasis  on  rate 
guarantees  for  a  period  of  time.  Others  allow 
you  to  exercise  effective  management  of  cash 
flow  and  minimize  the  non-claim  costs  of 
your  program,  where  these  are  important 
considerations. 

At  Metropolitan  we  can,  and  do,  offer 
you  the  maximum  flexibility. 

Do  you  need  more  information? 

There  are  probably  other  matters  you 
would  hke  to  discuss  and  questions  you  want 
to  ask  before  establishing  your  group  dental 
plan.  Just  write  or  call: 

Leon  D.  Moskowitz,  Vice  President 

Group  Insurance  and  Pensions 
Marketing 

Metropolitan  Life 

One  Madison  Avenue 

New  York,  N.Y.  10010 

(212)  578-3148 


O  Metropolitan 

Where  the  future  is  now 


mestic  market 
r  than  thelLS. 


domestic  market? 


It  may  come  as  a  surprise  to  you  that  the  Repubhc 
of  Ireland's  domestic  market  is  bigger  than  the  U.S. 
domestic  market.  The  explanation  is  simple :  Ireland 
is  a  member  of  Europe's  Common  Market,  with 
tariff-free  access  to  over  260  million  consumers. 

It  only  partly  explains  however,  why  the  Republic 
is  becoming  Europe's  fastest  growing  industrial 
location  with  over  600  enterprises  from  19  nations 
locating  here,  including  some  180  from  the  U.S. 

The  full  answer  lies  in  the  Irish  government's 
whole-hearted  approach  to  industrial  expansion. 
Overseas  firms  locating  here  enjoy,  for  example,  non- 
repayable grants  towards  sites,  plant,  machinery: 
free  worker  training ;  no  tax  on  profits  until  1990 ;  free 
repatriation  of  capital  and  profits. 

And  these  legislated  advantages  are  added  to  an 
already  attractive  industrial  environment  with  abun- 
dant space,  power  and  water  resources  and  a  highly 
skilled  English-speaking  workforce. 


This  announcement  is  published  by  IDA  Ireland,  200  Park  Avenue,  New  York,  10017,  which  is 
regisiered  under  Ihe  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government 
of  Ireland  This  material  is  hied  with  the  Department  of  Justice  where  Ihe  required  registration 
statement  is  available  for  public  inspection.  Registration  does  not  indicate  appro\-al  of  the  contents 
by  the  United  States  Government 


For  an  increasing  number  of  firms  the  Repubhc  of 
Ireland  has  become  their  most  profitable  manufac- 
turing option  in  the  Common  Nlarket.  If  your  com- 
pany is  considering  a  European  expansion,  consult 
the  government's  one-stop  development  service - 
the  Industrial  Development  Authority.  They  can  give 
you  a  prompt,  detailed  assessment  of  your  companyS 
ehgibUity  and  the  degree  of  financial  support  it  can 
obtain  in  the  Republic. 

THE  REPUBLIC  OF  DtELJUfD  -  YOUR  PLACE  IN 
THE  COMMON  MARKET. 

Contact  Industrial  Development  Authority-Ireland  at : 
200  Park  Avenue,  NEW  YORK.  NY  10017/(212)  972- 
1000 :  1  East  Wacker  Drive.  CHICAGO.  IL  60601  /(312) 
644-7476 ;  Suite  2065,  1 100  Milam  Building,  HOUSTON 
TX  77002/(713)  658-0055;  515  South  Rower  Street. 
LOS  ANGELES.  CA  90071  /(213)  624-1024. 

Overseas  offices  also  in  Toronto.  Tokyo,  Sydney, 
Brussels,  Paris,  London,  Cologne,  Stuttgart.  Copen- 
hagen, Amsterdam  and  Milan. 
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purchase  the  oil  in  more  traditional 
ways,  and  if  some  alternative  arrange- 
ment were  to  come  up,  then,  of 
course,  I'd  be  delighted. 

As  your  buying  program  gets  un- 
der way,  do  you  expect  it  to  put  up- 
ward pressure  on  prices? 
Noel:  Very  little.  There  are  about 
57  million  barrels  sold  every  day  in 
the  international  market— vv^e're  cur- 
rently buying  nearly  7  million  of  those 
—and  my  needs  for  this  program  are 
between  200,000  and  400,000  bar- 
rels a  day,  so  I'm  a  very  small  part 
of  the  total.  The  impact  should  be 
negligible. 

Well,  assuming  you  do  get  that  oil, 
where  are  you  going  to  put  it?  Five 
hundred  million  barrels  sounds  like  a 
pool  the  size  of  Lake  Ontario. 
Noel:  We  looked  at  a  variety  of  stor- 
age sites— steel  tanks,  surplus  tankers, 
bladders,  limestone,  salt,  coal  and  cop- 
per mines,  and  we  also  looked  at  a 
source  that  has  been  used  for  30  years 
in  the  Gulf  Coast  for  storing  hydro- 
carbons like  pressurized  gas— those 
enormous  caverns  that  have  been 
leached  out  of  salt  domes.  From  a 
cost  standpoint,  underground  storage, 
either  in  existing  salt  mines  or  those 
caverns  within  the  salt  domes,  is  by 
far  the  cheapest.  Including  pumps  and 
associated  materials,  they'd  cost  us 
something  bke  $2  a  barrel.  Steel 
tanks  would  cost  on  the  order  of  $12 
a  barrel,  surplus  tankers  $7  to  $8,  a 
new  mine  in  a  granite  formation  $6. 

Salt  is  very  attractive.  It  doesn't 
leak,  it  doesn't  react  with  the  oil. 
The  domes  are  basically  pillars  of  salt 
—some  of  them  a  mile  and  a  half,  two 
miles  across,  maybe  13,000,  14,000 
feet  deep,  and  the  caverns  within  them 
are  huge— a  15-million-barrel  capacity 
cavern  is  the  size  of  a  15-story  build- 
ing a  block  long  and  a  block  wide. 

We  have  identified  more  than  300 
million  barrels  of  existing  capacity  in 
salt  domes>  mostly  in  the  Gulf  Coast 
area.  The  domes  are  convenient  to 
ocean  shipping  lanes  for  moving  the 
oil  in  and  to  the  pipeline  system  for 
moving  it  out  if  we  need  it.  A  final 
consideration  was  environmental.  In 
underground  storage,  whether  in 
mines  or  salt  domes,  there  are  no  va- 
pors that  escape  into  the  air  except 
when  you're  filling  the  site  or  dis- 
charging it.  And  there  is  virtually  no 
leaking  out  of  the  domes  into  fresh- 
water or  even  salt-water  aquifers. 

So  for  lots  of  reasons— relatively 
low-cost  storage,  the  distribution  ad- 
vantages, the  significant  quantities  of 
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Tools  for  today  s  decision  makers. 


A  merger 
could  murder 
two  companies. 


If  your  company  is  verging  on  merging,  or  considering  a 
sale  or  acquisition,  you'll  welcome  the  comprehensive  report : 
Mergers  and  Acquisitions."  Discusses  ways  to  structure 
combinations;  tells  how  to  avoid  many  of  the  traps  and  pitfalls 
on  the  way  to  a  deal.  For  information  without  obligation,  call  or 
write:  Jack  Heath.  Vice  President,  or  contact  your  area  M&S  office. 

Phone:  (800)  421-8436 

In  California,  call  collect :  (213)385-1515. 

^^ipraisals  by 
Marshall  and  Stevens 

Corporate  headquarters: 

600  S.  Commonwealth  Avenue,  Los  Angeles,  California  90005 

Offices  around  the  world   ttl  A  Unionamerica  Company 
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In  fact,  you  didn't  need  much  of 
anything  except  a  willingness  to  work 
16  hours  a  day.  For  8f!  an  hour. 
Under  brutal  conditions. 

But  times  have  changed  drastically. 

Life  for  the  working  man  is  more 


challenging.  Safer.  More  stimulating. 
And  far  more  rewarding. 

Why? 

Many  things  have  helped. 
Especially  an  endless  flow  of  tech- 
nological improvements  and 
discoveries.  Many  of  which  came 
from  college  campuses,  and  from 
college-trained  men  and  women. 

We  must  sustain  this  flow  of  ideas. 
Only  in  this  way,  can  we  increase 
the  productivity  that  will  maintain 
and  increase  our  standard  of  living. 

America's  colleges  need  your  help. 
They  are  in  deep  financial  trouble. 

eiVE  TOTHE  COUEGE  OF  YOUR  CHOICE.  NOW. 
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existing  capacity  and  the  environ- 
mental impact— a  major  part  of  the 
program  will  be  centralized  under- 
ground storage  in  the  Gulf  Coast  area. 

In  addition  to  the  strategic  reserve. 
Congress  also  empowered  you  to  set 
up  an  industrial  petroleum  reserve. 
Noel:  Yes  it  did.  The  industry  pro- 
gram is  a  discretionary  authority  that 
the  FEA  has.  We  can  require  import- 
ers and  refiners  to  acquire  and  store 
up  to  3%  of  their  throughput— domes- 
tic as  well  as  imported— in  a  given 
year.  That  comes  to  185  million  bar- 
rels and  would  cost  somewhere  be- 
tween $3  billion  and  $4  billion. 

And  that  cost  would  be  borne  by 
the  industry? 

Noel:  The  cost  would  be  borne  by 
the  industry  with  the  provision  for 
the  industry  to  pass  it  through  to  the 
consumer.  I'm  required  to  provide  a 
plan  for  all  these  things  to  Congress 
on  Dec.  15. 

You  expect  to  start  filling  these 
caverns  beginning  next  year  at  the 
rate  of  200,000  barrels  a  day? 
Noel:  Well,  we  actually  should  be- 
gin at  something  on  the  order  of 
100,000  a  day,  and  our  maximum  fill 
rate— toward  the  end  of  1978— would 
be  in  the  400,000  range.  That  would 
mean  we've  got  three  or  four  or  five 
sites  being  filled  simultaneously. 

You  don't  expect  to  run  short  of 
tankers  for  bringing  in  the  oil? 
Noel:  There  are  excess  tankers  right 
now,  but  whether  there  will  be  later 
on  is  something  we're  trying  to  verify. 

You   wouldn't   go   into   the   tanker 
business  yourself? 

Noel:  I  certainly  wouldn't  want  to. 
What  underlies  this  entire  program  is 
the  idea  that  government  should  not 
do  anything  that  industry  can  do  bet- 
ter or  is  already  doing. 

Is  this  program  a  justifiable  use  of 
taxpayer  money,  given  the  swollen  size 
of  the  federal  budget? 
Noel:  The  program  will  have  a  total 
onetime  cost  of  $10  billion,  compared 
with  something  like  a  $40-billion  loss 
to  the  GNP  during  the  last  embargo. 
So  it  is  an  insurance  policy.  And  the 
longer  you  go  without  having  an  em- 
bargo, the  better  an  investment  it  be- 
comes. And  if  you  decided  you  didn't 
need  all  your  storage,  theoretically  you 
could  sell  and  get  out.  It's  a  bargain, 
it's  necessary,  and  it's  a  positive  ap- 
proach to  a  very  serious  problem.  ■ 
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^'\bu  can  prospect  for 
out-of-town  accounts  vf ithout 
leaving  town,  and  we'll 
scramble  to  show  you  how." 


Ever  since  the  ancient 
camel  caravans  crossed  Asia  to 
the  Far  East,  businesspeople 
have  clung  to  the  'premise  visit 
as  the  way  to  prospect  for  'out- 
of-town '  accounts. 

At  today  s  rate  of  $71.27 
per  sales  visit,  it  sure  might  be 
worth  seeing  if  a  Bell  Account 
Representative  can  help  you 
find  even  a  single  product  line 
that  can  be  sold  by  phone. 

More  than  inspiration,  we 
offer  you  a  comprehensive,  step- 
by-step  procedure  for  managing 
your  salespeople  in  every  aspect 
of  telephone  selling. 

Besides  "Opening  New 
Accounts,"  two  other  programs 
might  help  you:  "Collecting 
Overdue  Accounts"  and  "Selling 
Existing  Customers." 

The  idea  is  to  save  you 
time,  re-employ  this  time  for 
profit  and  accelerate  your 
cash  flow. 

Interested?  Take  five 


Let  our  Account  Representatives  scramble  for  you. 

minutes  and  call  a  Bell  Account 
Representative  toll  free  at  the 
number  below.  Or  use  the  coupon. 

Long  Distance  means 
business. 


Bell  System  Sales  Center 

811  Main  Street 

Kansas  City,  Missouri  64141 
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Please  send  information  on  D  Opening  New  Accounts 

D  Collecting  Overdue  Accounts 
D  Selling  Existing  Customers 

Name 

Company 

Street 

City 

State 


Zip. 


-Phone. 


For  immediate  action  call  toll  free 
800-821-2121. 

(800-892-2121  in  Missouri)  except  Alaska  or  Hawaii. 


Bell  System 


Pershing*s  Army 


Pershing  &  Co.,  the  brokers'  broker,  has  just  one  business. 
But  what  it  does,  it  does  well— and  on  a  grand  scale. 


On  a  given  day,  the  470  or  so  bro- 
kerage firms  still  drawing  breath  will 
trade  just  under  20  million  shares  on 
the  New  York  and  American  stock 
exchanges.  One  of  the  least  known, 
Pershing  &  Co.,  will  handle  between 
1.5  million  and  2  million  of  those 
shares— close  to  10%  of  the  total.  Yet 
in  terms  of  capital,  Pershing  ranks 
only  43rd  among  U.S.  securities  firms, 
listing  a  mere  $20  miUion  compared 
with  Merrill  Lynch's  $567  million. 

New  York-based  Pershing  is  an  odd 
bird  on  Wall  Street  these  days.  Oth- 
ers are  scurrying  into  as  many  areas 
of  the  securities  business  as  possible, 
to  cushion  against  the  nerve-shatter- 
ing changes  overtaking  their  industry 
—negotiated  commission  rates,  in- 
creased competition  from  the  banks, 
the  coming  shift  to  some  sort  of  na- 
tional market  system.  Pershing  is  de- 
fiantly single-minded:  It  is  the  only 
firm  left  that  operates  solely  as  a  bro- 
kers' broker.  It  has  no  retail  or  insti- 
tutional customers.  All  of  its  business 
comes  from  executing  trades— and  pro- 
viding the  related  settlement,  clear- 
ance and  financing  services— for  a  bst 
of  55  regional  brokerage  houses  that 
have  over  300  branch  offices  spread 
across  the  U.S. 

"I  guess  we  would  be  in  deep  trou- 
ble if  all  the  regional  firms  go  out  of 
business,"  says  Carl  W.  Timpson  Jr., 
Pershing's  46-year-old  president.  "But 
that  isn't  going  to  happen." 

Pershing  &  Co.,  started  as  Weicker 
&  Co.  in  the  early  Thirties,  adopted 
its  present  name  and  business  direc- 
tion in  1939  when  F.  Warren  Per- 
shing took  over  its  management.  Per- 
shing, son  of  the  famed  World  War  I 
army  commander  General  John  J. 
Pershing,  is  still  chairman,  but  at  67 
leans  heavily  on  "Billy"  Timpson  for 
day-to-day  management.  The  firm 
now  operates  as  a  corporation,  rather 
than  a  partnership,  with  permanent 
capital.  For  many  years  it  concentrat- 
ed strictly  on  trading  Big  Board  stocks 
for  its  regional  clients,  but  now  has 
branched  onto  other  exchanges  and 
into  bonds  and  options  as  well. 

Pershing  and  its  regional  corre- 
spondents make  up,  in  effect,  a  large 
national  wirehouse  on  a  par  in  size 
and  services  with  Bache  Halsey  Stu- 


art or  E.F.  Hutton.  Orders  are  flashed 
to  Pershing's  lower  Broadway  head- 
quarters in  New  York  across  a  nation- 
wide, computer-linked  commimica- 
tions  network,  then  executed  by  its 
16  brokers  on  the  floor  of  the  New 
York  Stock  Exchange.  From  this, 
Pershing  says  it  grosses  $20  million 
to  $30  million  a  year  in  commissions. 

Alterations 

The  advantages  for  the  regional  cli- 
ent are  plain  enough.  Pershing  is  its 
backroom,  handling  not  only  the  ex- 
ecution but  all  of  the  paperwork  and 
even  arranging  interim  financing.  At 
any  given  time,  Pershing  may  be  act- 
ing as  the  middleman  for  $50  million 
to  $200  million  in  brokers'  loans.  This 
spares  the  regional  brokerage  firm 
some  sizable  overhead  costs;  it  puts 
their  execution  and  settlement  ex- 
penses on  a  strictly  variable  basis. 
"They  only  pay  for  the  business  they 
do,"  says  Timpson. 

Pershing  does  have  to  support  a 
large  overhead,  of  course— its  back- 
room facilities,  its  computer  and  com- 
mvmications  network,  its  army  of  floor 
brokers.  In  addition  to  the  16  brokers 
on  the  Big  Board  floor— only  Merrill 
Lynch,  with  22,  has  more— Pershing 
has  recently  stationed  six  others  on  the 
American  Exchange,  seven  more  on 
the  Midwest  Exchange,  four  on  the 
Chicago  Board  Options  Exchange 
and  two  on  the  Pacific  Coast  Ex- 
change. It  counts  on  the  diversity  of 
its  list  of  regional  clients  to  keep  the 
ups  and  downs  to  a  reasonable  mini- 
mum. Even  in  Wall  Street's  darkest 
years,  in  1973  and  1974,  Pershing 
earned  a  profit— albeit  a  tiny  one. 
Since  starting  in  1939,  Timpson  says 
Pershing  has  never  lost  money. 

"In  a  really  good  market,  we  lose 
something  on  the  upside  because  we 
don't  have  an  underwriting  capability 
and  the  other  things  that  provide 
juicy  profits  to  outfits  like  Salomon 
Bros.,"  says  Timpson.  "But  what  we 
do  have  is  stability  because  we  pro- 
vide a  needed  service  to  clients  who 
have  come  to  depend  on  us." 

But  with  Wall  Street  turned  topsy- 
turvy, can  Pershing  stick  with  its  sin- 
gle-minded ways  and  survive?  With 
some  alterations,  if  probably  can.  The 


Brokers'  Broker:  Billy  Timpson's  out- 
fit ranks  surprisingly  close  to 
Merrill  Lynch  in  trading  volume. 


biggest  threat  is  the  national  market 
system  mandated  by  Congress  last 
year  and  now  under  study  by  various 
groups.  Though  no  one  knows  how  it 
will  end  up,  two  possibilities  seem 
likely— a  so-called  "black  box"  system 
where  trading  will  be  done  over  a 
central  computer  setup,  or  a  dealer 
system  in  which  a  handful  of  the 
larger,  stronger  firms  will  become  the 
market-makers    for    given    stocks. 

"If  it  goes  to  a  black-box  setup,  all 
our  clients  will  have  to  do  is  plug  into 
our  black  box  and  they  will  be  there," 
says  Alan  Blanchard,  the  37-year-old 
former  executive  director  of  the  Se- 
curities &  Exchange  Commission  who 
became  Pershing's  executive  vice  pres- 
ident earlier  this  year.  If  a  dealer  sys- 
tem develops,  Pershing's  regional  cli- 
ents may  still  prefer  it  to  act  as  their 
middleman  in  executing  trades.  But 
Timpson,  taking  no  chances,  has 
moved  Pershing  into  the  market-mak- 
ing side  of  the  business.  Last  January, 
as  a  first  step,  he  acquired  R.W.  Da- 
vis &  Co.  of  Chicago,  which  maintains 
markets  in  some  60  issues  on  the 
Midwest  Exchange. 

"Nobody  down  here  on  Wall  Street 
really  knows  what  the  next  few  years 
will  bring,"  says  Blanchard.  "But  I 
just  wonder,  when  all  is  said  and  done, 
whether  the  changes  will  be  quite  as 
fearful  as  everyone  thinks."  Instead 
of  complaining  about  the  changes, 
Pershing  is  adapting  to  them.  And  that 
is  the  key  to  survival  in  any  business." 
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Southern  Fried  Hospitals 

What  do  selling  fried  chicken  and  running  hospitals  have  in  common? 
Jack  Massey— the  entrepreneur  who  has  made  each  an  industry. 


By  the  time  Jack  Massey  left  Ken- 
tucky Fried  Chicken  in  1970,  he  had 
already  created  a  $500-million  em- 
pire of  2,965  stores  that  were  selling 
more  prepared  food  than  any  other 
company  in  history.  Considering  the 
number  of  fast-food  franchisees  who 
got  burned  in  the  Sixties,  Jack  Mas- 
sey deserves  credit  for  creating  the 
modern  fast-food  industry. 

Now,  just  six  years  later,  at  age 
72,  Massey  can  boast  of  doing  the 
same  for  investor-owned  hospitals. 
Starting  with  one  hospital  in  1968, 
Hospital  Corp.  of  America,  Massey's 
creation,  now  nms  81.  HCA,  which 
Massey  first  took  public  in  1969— just 
before  his  split  with  KFC— will  reach 
$500  million  in  revenues  this  year,  by 
far  the  largest  in  the  industry.  In  the 
last  five  years  revenue  growth  has  av- 
eraged a  spectacular  42.9%,  profit 
growth  25.7%.  As  a  result,  HCA 
ranked  12th  in  revenue  growth  and 
51st  in  earnings-per-share  perfor- 
mance in  Forbes'  most  recent  report 
of  American  industry  (Jan.  I). 

Hospitals  run  for  profit  aren't  new. 
In  the  early  1900s  the  majority  of 
hospitals  were  owned  by  individuals, 
usually  physicians.  Only  during  the 
Depression,  when  most  privately 
owned  hospitals  went  bankrupt,  did 
nonprofit   operations   fill   the   breach. 

Massey's  initial  success  in  the  late 
Sixties  came  by  adapting  his  KFC 
recipe  to  hospitals,  which  he  built  and 
bought  in  growth  areas  of  the  South- 
east. Once  formed,  the  chain  bene- 
fited from  bulk  purchasing  of  items 
from  plasma  to  furniture  to  food. 

But  capital  costs  for  a  new  150- 
bed  hospital  now  exceed  $10  mil- 
lion, and  in  an  area  with  more  than 
one  hospital,  a  new  one  doesn't  gen- 
erally reach  profitability  until  its  sec- 
ond year.  "It  used  to  be  we'd  open 
the  doors*  and  wait  for  the  doctors 
to  send  patients,"  recalls  Massey. 

That  problem  was  solved  by  fed- 
eral certificate-of-need  legislation  re- 
quiring the  builders  of  any  hospital  to 
have  their  plans  approved  by  a  local 
agency  in  order  to  receive  Medicare 
reimbursement.  That  meant  that  any 
new  hospital  would  be  in  an  area  of 
proved  nee'd  with  little  fear  of  later 
competition. 

So  HCA,  turning  away  from  high- 
growth  areas,  began  to  concentrate  on 
replacing  older,  dilapidated  facilities 
in  rural  and  suburban  areas;  patients 
are  transferred  immediately  to  the 
new    facility,    automatically    creating 


Bedside  Manna:  Under  jack  Massey, 
HCA  dispenses  health  care  as  profit- 
ably as  KFC  did  drunnsticks. 


highly    favorable    occupancy    levels. 

"Take  Frankfort,  Ky.,"  says  Massey 
in  a  Southern  drawl  that  sounds  like 
a  caricature  of  Colonel  Sanders  him- 
self. "You  know,  I  used  to  work  right 
near  there  when  I  was  with  KFC.  I'd 
go  to  Rotary  meetings  and  gosh!  they 
just  couldn't  raise  the  money  for  a 
new  hospital.  Well,  we've  gone  in 
there  and  built  the  finest  little  ol' 
hospital,  and  the  people  there  are  just 
tickled  to  death  with  us." 

Certificate-of-need  legislation  has 
helped  HCA  in  another  important 
way:  Investor-owned  hospitals  have 
been  criticized  for  failure  to  provide 
expensive  medical  equipment,  re- 
search labs  or  university  teaching  fa- 
cilities. But  HCA's  newer  replacement 
hospitals  need  only  satisfy  the  re- 
quirements laid  out  by  the  local  com- 
munity board  of  a  rural  or  suburban 
area,  which  are  generally  aimed  at 
adequate  but  not  ultrasophisticated 
health  care.   And  rural  hospitals  are 


spared  the  problems  of  handling  the 
indigent  of  urban  areas. 

When  HCA  enjoyed  a  fancy  price/ 
earnings  multiple  of  40,  much  of  its 
growth  came  from  buying  other  in- 
vestor-owned operations.  But  a  drop 
in  P/E  down  to  nine  has  virtually 
closed  the  acquisition  route  to  HCA. 
Others  in  the  industry,  pinched  to 
finance  their  own  construction,  are 
turning  to  managing  nonprofit  hospi- 
tals on  contract.  HCA  has  tried  it,  but 
has  its  doubts. 

"It  takes  a  lot  of  $200,000  man- 
agement fees  to  make  up  the  possible 
return  on  one  company-owned  facili- 
ty," observes  Edward  Turville,  an  At- 
lanta-based hospital  industry  consul- 
tant. There  is  the  risk  that,  once  a 
facility  is  profitable,  the  contract  may 
be  terminated.  So,  with  81  hospitals 
now  and  ten  under  construction, 
Massey  is  building  furiously:  "I  said  I 
was  going  to  have  100  hospitals  by 
our  tenth  year,  and  I'm  gonna  do  it 
if  I  have  to  build  one  teeny  little  ol' 
hospital  for  just  one  patient." 

Massey's  HCA  is  the  only  investor- 
owned  hospital  company  that  has 
been  able  to  finance  its  aggressive 
construction  program  with  publicly 
issued  mortgage  debt  securities.  In 
the  past  Massey  has  relied  solely  on 
institutional  financing  from  insurance 
companies.  "The  insurance  compa- 
nies have  been  good  to  us,"  he  brags. 
"They  give  us  exactly  what  we  want 
whenever  we  ask  for  it,  because  we 
provide  40%  of  all  our  construction 
costs  out  of  cash  flow."  Every  one  of 
his  competitors,  he  goes  on,  "would 
like  to  build  like  we're  doing,  but  they 
just  haven't  realized  the  necessity  of 
maintaining  the  proper  relationship 
with  the  credit  world."  This  year,  to 
get  its  debt/ equity  ratio  back  in  line, 
HCA  issued  $20  million  in  common 
stock.  It  now  has  $289  million  in 
long-term  debt,  vs.  $176  million  of 
common  equity. 

Massey's  only  major  problem  at 
HCA  would  seem  to  be  that  he  has 
had  to  come  back  into  active  man- 
agement since  President  John  C.  Nelf 
left  the  company  suddenly  to  go  into 
financial  consulting.  "He  was  not  real- 
ly a  man  who  loved  to  organize  and 
work  people,"  says  Massey.  Since 
returning,  Massey  has  completely  re- 
organized HCA's  top  management. 
"Some  people  just  weren't  working  as 
hard    as    they    should,"    he    explains. 

Which  obviously  does  not  include 
Jack  Massey.  ■ 
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Forgotten,  But  Not  Gone 

Here's  yet  another  list  of  sound  companies  whose 
only  sin  is  to  be  small— little  loaded  laggards. 


A  FEW  YEARS  AGO  any  stockbroker 
worth  his  oflBce  telephone  would  have 
sacrificed  his  left  arm  for  a  list  like 
the  one  below.  In  the  Sixties  every- 
one was  looking  for  small  companies 
with  superior  earnings  records,  solid 
balance  sheets,  below-average  mul- 
tiples and  "thin  floats"  (a  compara- 
tively small  number  of  common  shares 
on  the  market). 

But  no  more.  The  speculators,  sad- 
der but  not  much  wiser,  are  o£F  play- 
ing the  options  market  these  days. 
The  institutions,  also  sadder  and  a 
good  deal  less  venturesome    (thanks 


in  part  to  ERISA),  are  herding  to- 
gether in  the  fat-floated  blue  chips, 
where  they  have  at  least  the  illu- 
sion of  real  liquidity.  The  brokerage 
fraternity,  which  used  to  push  the 
small  stocks,  is  sadly  depleted. 

Result:  As  the  list  below  suggests 
and  as  Forbes  has  noted  in  this  space 
several  other  times  recently,  diere 
are  hundreds  of  very  conservatively 
managed  smallish  companies  with 
excellent  growth  records  and  pros- 
pects that  lie  totally  ignored. 

There  are  exceptions,  of  course. 
Some    small,    over-the-counter    com- 


panies still  command  awesome  mul- 
tiples: Cardiac  Pacemakers  (no  debt, 
$8  million  in  sales)  goes  for  24  times 
earnings  these  days;  Millipore  ($56 
million  in  sales  of  membrane  filters,  no 
debt)  goes  for  30  times  earnings. 

But  such  stocks  are  exceptions.  To- 
day, Wall  Street  just  couldn't  care  less 
about  most  well-managed  small  com- 
panies with  strong  balance  sheets. 
Consider,  for  example,  Kelly  Services, 
a  $107-million-sales  temporary  per- 
sonnel firm  with  no  debt,  a  strong 
4.9-to-l  current  ratio  and  an  above- 
average  earnings  growth  record  in  re- 
cent years.  Kelly  sells  for  a  multiple 
of  just  six  times  earnings. 

Hickory  Farms  of  Ohio  is  a  tiny 
($12-million-sales)  specialty  food 
store  chain  with  very  Uttle  debt  lev- 
erage that  just  racked  up  a  200% 
year-to-year    quarterly    income    gain. 


Company 

Description 

Fiscal        Earnings 
Year 
Revenues    Latest 
(mil)     12  Month 

Per  Share 

%  Increase 
Latest  Qtr 

Latest  Bal< 

Current 
Ratio 

ince  Sheet 

Debt  to 

Total 

Capita! 

Recent 
Price 

Price/Earn 
Ratio 

Acme  Electric 

Power  conversion  equipment 

$  25 

$2.08 

73% 

5.3 

21% 

ioy4 

5 

Albert's 

Women's  apparel  stores 

41 

1.55 

50 

2.7 

0 

53/4 

4 

Altamil 

Trucking  hardware 

47 

1.24 

246 

5.2 

10 

5 

4 

Anken  Industries 

Photographic  materials 

19 

1.02 

125 

3.3 

0 

6V4 

6 

Atlantic  Pepsi-Cola  Btig 

Soft-drink  distributor 

51 

2.91 

45 

1.6 

12 

IOV2 

4 

Barry  Wright  Corp 
Brooks-Scanlon 

Computer  storage  sys;  noise  control    43 
Lumber  producer                                    49 

1.40 
2.86 

54 

105 

3.3 
1.9 

3 
8 

83/4 

i8y4 

6 
6 

Cedar  Point 

Amusement  park 

34 

1.98 

68 

1.7 

1 

12V2 

6 

J.L.  Clark  Mfg 
Cornelius  Co 
Dollar  General 

Packaging 

Beverage  dispensing  systems 

Discount  stores 

66 
52 
88 

4.29 
1.17 
1.66 

100 
67 
26 

3.3 
2.3 
3.1 

12 
16 
16 

30 

101/2 
8V8 

7 
9 
5 

ESL  Inc 

Electronic  data  systems 

33 

2.14 

69 

2.2 

0 

18 

8 

Evans-Aristocrat 

Measuring  devices,  leather  goods 

13 

1.25 

26 

3.4 

0 

10 

a 

Flexsteel  Ind 

Upholstered  furniture 

57 

2.44 

74 

4.0 

15 

103/4 

4 

John  Fluke  Mfg 
Friedman  Ind 

Specialized  electron  equip 
Steel  processor 

42 
29 

1.50 
0.97 

20 
85 

2.6 
14.3 

8 

7 

14 

5V8 

9 

5 

Great  American  Ind 

Rubber  &  recreation  products 

34 

1.45 

39 

2.4 

10 

4^8 

3 

Grey  Advertising 
Harte-Hanks  Newspapers 
Hastings  Mfg 

Advertising  agency 
Newspaper  publisher 
Piston  rings,  oil  filters 

49 
91 
30 

2.38 
2.25 
1.85 

61 
35 

24 

1.3 
2.4 
3.0 

2 

15 
8 

12V4 

225/8 

8V4 

5 

10 

4 

Health-Mor 

Vacuum  cleaners 

12 

1.52 

68 

3.8 

5 

5% 

4 

Heath  Tecna 

Aircraft  interior  systems 

47 

4.73 

58 

3.0 

2 

14 

3 

Hickory  Farms  Ohio 

Franchised  food  stores 

12 

0.91 

200 

2.1 

17 

7V2 

8 

International  Seaway 

Imported  footwear 

29 

2.52 

27 

2.1 

0 

63/a 

3 

Jeannette 

Glassware;  dinnerware 

43 

1.89 

28 

2.6 

14 

IOVb 

6 

Kar  Products 

Ind'l/auto  maintenance  parts 

30 

1.84 

32 

5.1 

0 

13V4 

7 

Kelly  Services 
Kewaunee  Scien  Equip 

Temporary  office  help 
Laboratory  equipment 

107 
47 

2.76 
1.98 

73 
92 

4.9 
2.3 

0 
0 

17 

7V2 

6 

4 
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1HE  BUSIIIESS  RAIN  PimEir  BOWES  CAN  REMOVE 


SYMPnill''1:  UCMNG  AND  SIKKING  SIAMPS. 

Over  and  over  and  over  again. 

Treatment:  Bypass  the  messiness  and  inefficiency  of  both. 
Meter  stamp  your  mail,  even  parcels,  with  a  Pitney  Bowes 
postage  meter  mailing  machine.  It's  much  faster.  And  you  can't 
lose  a  meter  stamp. 


SinNPIQMS'2r3:FQUNNG 
ANDSnimNGBYHAND. 

Over  and  over  and  over  again. 

Treatment:  Do  it  by  Pitney  Bowes  Folder-Inserter. 
And  free  people  for  more  interesting  work.  Folds  completely 
flat  in  exactly  the  right  place  every  time.  Makes  even  multiple  insertioiiS 
All  at  high  speeds. 


COPYING  AND  THEN  COLUmNG 
DYHANa 

Over  and  over  and  over  again. 

Treatment:  Make  37  clean  sharp  plain  bond  copies  a 

minute  with  a  Pitney  Bowes  PBC™  Copier.  Then,  if 

what  you've  copied  needs  collating,  do  it  with  a 
Pitney  Bowes  automatic  collator,  ftfteen  times 
faster  than  you  could  by  hand,  with  no  skipped  or 
missed  pages. 


For  complete  information  on  how  paperalysis  slows  your  business  down,  and  how  ^  I  [^ 

Pitney  Bowes  paperhandling  products  and  systems,  including  the  new  Pitney  Bowes  PBC  ^T^ 

plain  bond  copier,  can  help  speed  it  up,  write  us:  Pitney  Bowes,  1756  Pacific  Street,  Stamford,    nHl  fp" 
Conn. ,  06904.  Or  call  one  of  our  190  offices  throughout  the  U.  S.  and  Canada.  Postage  Meters, 
Mailing  Systems,  Copiers,  Counters  and  Imprinters,  Addresserprinters,  Labeling  and  Marking 
Systems. 


Pitney  Bowes 

Because  business  travels 
at  the  speed  of  paper. 


ui-ganu^.vntaut/tf 


Statistical  Spotlight 


Aiid  that  was  no  rebound  from  a  de- 
pressed 1975  quarter.  That  gain  fol- 
lowed an  unbroken  string  of  solid 
sales  and  earnings  increases  ever  since 
the  company  went  public  in  1971. 
But  despite  its  impressive  perfor- 
mance. Hickory  Farms  common  shares 
sell  for  just  eight  times  earnings.  Then 
there's  $15-million-sales  Metex,  riding 
the  boom  in  automobile  exhaust  con- 
verters (Metex  makes  the  wire  mesh 
supports),  with  one  of  the  handsom- 
est earnings  growth  records  an  inves- 
tor could  want.  Metex  can  be  had  for 
just  four  times  earnings. 

Pratt-Read  goes  for  six  times  earn- 
ings. It  makes  piano  keys,  screwdriv- 
er blades  and  turned  wood  products. 
Boring?  Maybe,  but  P-R's  earnings 
record  in  recent  years  is  good  and 
debt  is  just  10%  of  capitalization. 

There    are    even    high-technology 


companies  on  this  list  with  "onics"  in 
their  product  list  if  not  in  their  name. 
Take  John  Fluke  Manufacturing,  for 
example.  Fluke  makes  precision  elec- 
tronic testing  and  measuring  eqmp- 
ment,  and  one  could  scarcely  wish  for 
a  steadier  pattern  of  earnings  growth 
(up  20%  in  the  latest  quarter)  than 
Fluke  has  achieved  since  1969.  But 
few  investors  know  about  Fluke,  so  it 
sells  right  around  the  market  average 
at  nine  times  earnings. 

"I  don't  think  Wall  Street  or  inves- 
tors in  general  will  ever  get  as  ex- 
cited over  all  these  over-the-count- 
er securities  of  relatively  small  com- 
panies as  they  did  in  the  mid-Sixties," 
says  Paul  Meech,  president  of  North 
Carolina's  Kewaunee  Scientific  Equip- 
ment (furniture  plus  scientific  lab 
equipment).  But  Meech  may  be 
wrong.     The     risk     of     disappointing 


future  performance  from  companies 
like  those  listed  below  is  scarcely 
greater  than  it  is  with  the  supposedly 
safer  blue  chips.  And  the  entry  cost 
<t)f  buying  into  such  well-managed 
smaller  companies  is  far  less,  thereby 
offering  far  greater  capital  apprecia- 
tion opportunities.  That  fact  cannot 
long  escape  acquisition-minded  cor- 
porations—and of  course  the  possi- 
bihty  of  takeover,  hostile  or  cordial, 
only  reduces  the  down-side  risk  for 
those  who  invest  in  such  companies. 
Admittedly,  this  is  a  game  few  in- 
stitutions can  play,  haunted  as  they 
are  by  the  untested  "prudent  man" 
strictures  of  ERISA  and  the  limits  of 
their  own  relatively  greater  size.  But 
for  individual  investors  there  are  in- 
vestment opportunities  in  the  hst  be- 
low of  the  sort  that  have  not  been 
seen  for  years.  ■ 


Fiscal 

Earnings 

Per  Share 

Latest  Bal 

ince  Sheet 

Year 

Debt  to 

Revenues 

Latest 

%  Increase 

Current 

Total 

Recent 

Price/Earn 

Company 

Description 

(mil) 

12  Month 

Latest  Qtr 

Ratio 

Capital 

Price 

Ratio 

Knickerbocker  Toy 

Stuffed  animals  &  dolls 

$26 

$2.91 

58% 

4.5 

3% 

21 

7 

Marshall  Ind 

Distrib  supplies  electron  ind 

39 

1.53 

68 

2.2 

14 

6 '72 

4 

Masoneilan  Int'l 

Automatic  control  valves 

102 

5.78 

27 

1.9 

7 

33V8 

6 

Maul  Bros 

Class  container  mfg  equip 

20 

0.82 

43 

2.1 

11 

5V8 

6 

Mcintosh 

Electrical  system  components 

65 

2.48 

53 

2.4 

0 

16 'A 

7 

Metex  Corp 

Wire  mesh 

15 

2.79 

71 

1.9 

10 

ioy2 

4 

Molex 

Connectors,  switches  &  terminals 

41 

2.18 

62 

4.2 

2 

19V2 

9 

National  CSS 

Computer  services 

36 

2.40 

56 

1.8 

12 

igya 

8 

National  Data  Corp 

Information  processing  services 

33 

0.40 

22 

5.8 

0 

3y8 

8 

National  Systems 

Home  study  courses 

10 

0.43 

80 

3.3 

0 

25/8 

6 

Newcor 

Welding  machines 

20 

4.19 

40 

2.1 

9 

195/8 

5 

New  England  Nuclear 

Radioactive  chemicals 

34 

2.43 

23 

2.4 

2 

23^8 

10 

Oakite  Products 

Cleaning  chemicals 

44 

1.80 

29 

2.9 

0 

14'/2 

8 

Ogiivy  &  Mathers  Int'l 

Advertising  agency 

96 

3.30 

34 

1.3 

4 

24% 

8 

Ohio  Art 

Toys 

23 

0.92 

69 

4.7 

0 

-SVa 

6 

Olla  Industries 

Handbags 

17 

1.25 

40 

3.9 

0 

6V8 

5 

Penobscot  Shoe 

Footwear 

12 

1.13 

54 

5.4 

2 

4% 

4 

Pioneer-Std  Electronics 

Distrib  electron  components 

37 

2.21 

56 

2.7 

13 

103/4 

5 

Pratt-Read 

Piano  &  organ  components 

31 

0.82 

169 

4.9 

10 

45/8 

6 

Quaker  Chemical 

Specialty  chemicals 

43 

2.39 

42 

3.7 

0 

1672 

7 

Rockower  Bros 

Apparel  merchandiser 

91 

2.11 

31 

2.6 

3 

llVe 

5                 1 

Ryland  Group 

Constr  single-family  homes 

57 

1.67 

93 

4.0 

0 

15V2 

9                 ' 

Sargent-Welch  Sclen 

Scientific  instruments 

64 

1.79 

24 

5.6 

1 

11 

6 

Scope  Inc 

Electronic  equipment 

29 

1.68 

50 

2.1 

1 

11 

7 

Spartek 

Wall  &  floor  tiles 

25 

1.56 

100 

5.0 

7 

9V2 

6 

Wabash  Inc 

Electromagnetic  products 

33 

1.58 

400 

2.9 

10 

83/4 

6 

John  Wiley  &  Sons 

Publisher,  text  &  reference  books 

64 

3.35 

24 

2.5 

2 

1672 

5 

Wolohan  Lumber 

Building  supply  centers 

73 

1.39 

50 

2.5 

23 

7 

5 

^ 
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Measure  your  roll  towel  leftovers 

and  see  how  many  hand-dries  you  can  save 

with  the  new  Commander  FCabinet. 


You  may  be  throwing  away  as  much  as  25% 
of  what  you  spend  on  roll  towels  in  "stub 
rolls,"  the  leftover  towels  your  maintenance 
man  finds  when  he  refills  the  cabinets. 

When  he  finds  a  stub  roll,  he  can  leave  it 
in  the  cabinet  and  hope  it  doesn't  run  out.  Or, 
he  can  remove  the  stub  roll  and  put  in  a  fresh 
roll.  If  he  removes  it,  you  may  be  wasting  as 
much  as  25%  of  the  roll  towels  you  buy. 

Now  use  almost  every  inch  of 
the  towels  you  buy. 

Fort  Howard's  Commander  I  Cabinet  lets  you 
load  a  new  700-foot  roll  while  the  stub  roll- 
up  to  3V2  inches  in  diameter  —  is  still  being 
used.  After  the  stub  roll  is  used  up,  towels 
from  the  new  roll  dispense  automatically.  So 


you  use  almost  every  inch  of  towels  you  buy. 

And  because  you  can  get  up  to  830  lineal 
feet  of  uninterrupted  towel  service,  the 
Commander  I  can  lessen  the  chance  of  run- 
outs and  may  help  reduce  your  maintenance 
costs— by  requiring  fewer  refills  than  single- 
roll  cabinets. 

If  you'd  like  to  see  how  our  new  Com- 
mander I  Cabinet  can  help  you  reduce  roll 
towel  waste  and  provide  more  uninterrupted 
towel  service,  write  us  on  your  business 
letterhead.  We'll  send  one  of  our  sales  repre- 
sentatives over  with  a  sample  cabinet  and  a 
Commander  I  Savings  Scale  to  show  you  how 
much  you  can  save. 

You  have  nothing  to  lose 
but  your  stub  roll  waste. 


Fort  Howard  Paper 

Green  Bay,  Wisconsin  54305  I 


Green  Bay,  Wisconsin  54305 

The  Waste  Watchers. 


Thomas  Edison,  reminiscing  in  1928  at  age  81,  is  portrayed  by  actor  Pat  Hingle  m  a  unique  series  of  television  commercials. 
One  is  reprinted  here.  You  can  see  many  of  the  others  on  the  General  Electric  Theater  in  late  December  on  CBS. 


If  you  asked  Edison  about  his 
greatest  invention,  we  don't  think 
hed  say  it  was  the  light  bulb. 

IVe  think  he'd  say  something  like  this: 
"Some  people  have  called  the  light  bulb  my  greatest  invention. 

Yd  have  to  disagree. 

It  wasn't  the  light  bulb.  Or  the  phonograph.  Or  the  motion  picture. 
I  think  my  greatest  invention  was  the  commercial  research  lab.  A  place  where  I 
could  develop  all  kinds  of  inventions. 

I  built  the  very  first  commercial  research  lab  in  the  country  in  Menlo 
Park,  New  Jersey,  in  1876. 

You  could  say  that  was  the  start  of  the  General  Electric  Company. 
But,  of  course,  I  didn't  know  it  at  the  time. 

At  Menlo  Park,  we  had  as  many  as  44  different  inventions  under  way  at 
the  same  time.  Sometimes  you  couldn't  hear  yourself  think.  Of  course,  in  my 
case  it  didn't  matter.  I've  been  deaf  since  I  was  twelve. 

It  was  my  goal  to  turn  out  a  minor  invention  every  ten  days  and  a  big 
thing  every  six  months  or  so. 

Two  of  my  big  things  were  the  light  bulb  and  the  power  plant. 

They  had  to  be  developed  at  the  same  time.  Because  I  had  no  hope  of  selling 
the  light  bulb  if  there  was  no  electricity.  And  I  had  no  hope  of  selling  electricity 
unless  there  was  a  light  bulb. 

The  company  I  set  up  to  sell  the  light  bulb  was  called  the  Edison  Electric 
Light  Company,  hater,  it  became  the  General  Electric  Company. 

How  did  I  get  in  the  whole  inventing  business  anyway? 

Quite  frankly,  I  saw  it  as  a  way  to  make  some  money.  When  I  was  a 
newsboy,  I  had  a  chance  to  learn  that  money  can  be  made  out  of  a  little  careful 
thought.  And,  being  poor,  I  already  knew  that  money  was  a  valuable  thing. 

Boys  who  don't  know  that  are  under  a  disadvantage  greater  than  deafness!' 

The  research  tradition  Thomas  Edison  started  continues 
today  at  the  General  Electric  Research  and  Development 
Center  in  Schenectady,  N.Y.  Over  the  years,  this 
General  Electric  laboratory  has  pioneered  many 
developments  such  as  the  x-ray,  industrial  plastics, 
radio,  television,  the  jet  engine,  Man-Made^  diamonds. 

Progress  for  People. 
GENERAL^ELECTRIC 


Our  new  high  strength  well  casing  helps 
oil  producers  bring  in  sour  wells. 


Our  oil  and  gas  producer  customers 
need  well  casing  of  higher  strength 
and  greater  corrosion  resistance  to 
permit  them  to  work  successfully 
the  deeper  and  more  difficult  wells 
they  now  frequently  encounter.  The 
chemical  action  of  hydrogen  sulfide 
in  these  wells  can  result  in  casing 
failure. 

To  meet  this  industry  need  for  ultra 
high  strength  well  casing  with  hydro- 
gen sulfide  resistance,  Republic  Steel 


Ropublicsteel 


has  installed  a  special  internal/ 
external  quench  unit  at  our  Chicago 
mill  facilities.  The  only  one  of  its 
kind  in  the  United  States,  this  unit 
has  enabled  Republic  to  introduce 
RS-90*,  the  highest  strength  well 
casing  now  available  with  good  re- 
sistance to  wells  containing  hydrogen 
sulfide.  This  sophisticated  casing 
assists  the  oil  producers  in  making 
those  sour  wells  practical  and 
profitable. 


This  is  one  more  example  of 
Republic's  capability  in  metallurgy 
and  manufacturing  which  provides 
steels  that  perforrri  in  ways  steels 
never  could  before,  and  other 
materials  still  can't.  It's  one  way 
we  help  assure  the  future  of  our 
customers  —  and  assure  us  of 
customers  in  the  future. 

Republic  Steel  Corporation, 
Cleveland  OH  44101. 


*RS-90  Is  a  trademark  of  Republic  Steel  Corporation 


Memo  to  President  Carter 


Inflation  Is  Now 
Too  Serious  A  Matter 

To  Leave  To 
The  Economists 


Adam  Smith 


Karl  Marx 


J.M.  Keynes 


When  President-elect  Carter  asks  his 
econonnists  to  come  up  with  a  program 
thatwill  both  reduce  unemployment  and 
lower  inflation,  the  economists,  if  they 
are  candid,  will  reply:  We  don't  know 
how. 

In  the  following  essay,  David  Warsh 
suggests  some  very  important  reasons 
why  the  economists  don't  know  and 
can't  know.  This  is  a  wide-ranging  article 
covering  some  1,000  years  and  dealing 
with  such  assorted  subjects  as  Spanish 
treasure  fleets,  the  Industrial  Revolution, 
capitalism,  Marxism,  Social  Security, 
post-World  War  I  German  reparations— 
with  Adam  Smith,  Karl  Marx,  John  May- 
nard  Keynes  and,  last,  but  not  least,  the 
late  Clark  Gable.  It's  a  long  essay,  but  an 
engrossing  one  and  written  in  a  language 
that  even  very  learned  economists  can 
understand. 

It  is  the  end  result  of  some  18  months 
of  dogged  labor— evenings,  weekends, 
vacations,  by  David  Warsh,  32,  and  his 
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Paul  Samuelson         Milton  Friedman       Clark  Gable 

colleague,  Lawrence  Minard,  26.  The 
two  young  journalists  conclude  that  our 
distinguished  economists  are  on  the 
wrong  track  because  they  are  analyzing 
the  18th-century  world,  the  virtually  un- 
mixed economy  of  Adam  Smith,  not  the 
taxed-to-the-eyeballs  world  of  the  20th 
century.  Their  tools  may  be  ultramodern 
—computers  and  mathematical  models 
—but  the  economists'  basic  vision  is 
hopelessly  out  of  date. 

Watching  a  late  movie  on  TV,  Minard 
had  a  flash:  He  saw  that  the  35-year-old 
flick  was  more  real-world  than  the  one 
the  economists  were  writing  about.  A 
movie  may  seem  an  odd  place  to  study 
inflation,  but  when  you  read  the  article, 
you  will  see  why  it  was  quite  appropri- 
ate. Our  writers  have  come  up  with  an 
entirely  different  way  of  looking  at  eco- 
nomics. Read  the  article  and  understand 
why  we  are  suffering  from  rising  prices 
and  how  they  are  bringing  us  benefits 
as  well  as  troubles. 
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o,  conservative  Milton  Friedman  won  the  Nobel 
'^^1^  prize  for  economics.  If  any  conventional  econ- 
i|^A  omist  deserved  it,  this  brilliant  monetarist  did. 
|H  ^V  Now  even  our  populist  President-elect  will 
^^^^^  have  to  listen  to  him.  But  is  a  prize  in  econom- 
ics warranted  at  all?  Friedman  literally  stands 
for  what  is  perhaps  the  most  durable  mainstream  of  con- 
ventional economics— the  Quantity  Theory  of  money.  Con- 
ventional economics  is  in  confusion,  or  worse,  crisis.  Unable 
to  offer  any  cure  for  inflation  but  unemployment,  it  pro- 
poses to  cure  smallpox  with  typhus,  cancer  with  plague. 

Quantity  Theory  is  the  language  with  which  econo- 
mists—all economists,  Keynesians  and  monetarists  alike— 
discuss  the  malady  of  inflation.  But  listen  to  two  other 
Nobel  winners  on  the  problem  of  making  a  diagnosis. 
Wassily  Leontief  has  summed  it  all  up:  "One  reason  why 
economists  are  in  such  disrepute  is  that  they  have  pre- 
tended to  understand  inflation  and  to  know  how  to  con- 
trol it,  when  obviously  we  do  not."  Or,  listen  to  Paul 
Samuelson:  "No  jury  of  expert  economists  can  agree  on  a 
satisfactory  solution  for  the  modem  diagnosis  for  the  mod- 
ern disease  of  'stagflation'  .  .  .  some  young  economist  can 
win  for  herself  or  himself  a  Nobel  prize  on  the  basis  of 
some  empirical  or  theoretical  breakthrough.  .  .  ." 

Friedman's  triumph  was  to  convince  Samuelson  that  the 
problem  was  more  complicated  than  Samuelson  thought. 
Now  who  will  convince  Friedman  that  the  problem  is  more 
complicated  than  he  thinks,  that  money  may  be  the  root 
of  most  evil  but  it  isn't  the  root  cause  of  inflation? 

Could  it  be  that  the  very  language  of  the  economists 
leads  them  to  diagnose  obesity  when  in  fact  the  lady  is 
pregnant?  Might  not  handing  out  Nobel  prizes  to  econo- 
mists these  days  be  like  handing  them  out  to  Ptolemaic 
astronomers  on  the  eve  of  the  Copemican  Revolution? 
Or  like  giving  it  to  a  leading  mercantilist  economist  just 
before  Adam  Smith,  building  on  David  Hume,  showed  that 


^'Jhe  merchants  are  grumbling.  Clark  Gable 
merely  grins  that  famous  grin.  'What  do 
they  mean  they  can't  pay  any  more  taxes? 
Tell  'em  to  put  up  the  price  of  beans!' " 


wealth  did  not  consist  of  gold,  but  of  human  energy  and 
organization?  With  no  disrespect  for  Milton  Friedman, 
while  we're  waiting  for  a  new  Adam  Smith  we'll  nomi- 
nate—only half-facetiously— for  next  year's  Nobel  prize  in 
economics  the  late  Clark  Gable. 

Clark  Gable?  Yes,  Gable,  the  star  of  a  1941  western 
movie  entitled  Honky  Tonk,  screenplay  by  Marguerite 
Roberts  and  John  Sanford.  Honky  Tonk,  now  on  late-late 
TV,  was  a  movie  of  unappreciated  brilliance.  It  was  not  a 
film  about  economics  per  se,  but  every  economist  should 
stay  up  to  watch  it.  It  mi^t  set  them  to  examining  the 
fundamental  vocabulary  and  analytic  framework  of  their 
trade— especially  the  concept  of  inflation. 

Honky  Tonk  begins  when  a  two-bit  gambler,  played  by 
Clark  Gable,  gets  kicked  out  of  town  for  cheating— again. 
"I'm  tired  of  this,"  the  scriptwriters  have  Gable  say  to 
his  sidekick,  who  is  played  by  Chill  Wills.  "We  need 
the  law  on  our  side.  We  need  a  town  of  our  own.  Let's 
start  a  gang!" 

They  find  the  town,  of  course,  next  stop  down  the  line. 
And  in  short  order,  they  use  their  raffish  charms  to  come 
out  for  honest  gambling  against  the  town's  leading 
crook,  and  proceed  to  so  impress  the  townsfolk  with  their 


candor  and  good  intentions  that  they  are  elected  sheriff 
and  mayor  on  a  reform  ticket.  Poor  townsfolk!  Once  in 
control.  Gable  builds  a  church,  yes;  but  then  he  hires  a 
gang  to  enforce  his  will  and  cooks  the  town  books.  In 
short,  he  expands  the  public  sector.  He  builds  a  bureau- 
cracy. And  he  levies  taxes  to  pay  for  it  all. 

At  the  high  point  of  the  film,  a  flunky  rushes  in  with 
the  news  that  the  town  merchants,  who  are  bearing  the 
brunt  of  all  this,  are  grumbling.  Gable  merely  grins  that 
famous  grin:  "What  do  they  mean,  they  can't  pay  any 
more  taxes?  Tell  'em  to  put  up  the  price  of  beans!" 

Put  up  the  price  of  beans,  indeed!  And  shoes  and  horse- 
shoes and  Stetsons  and  Colt  .44s.  The  townspeople  now 
have  law  and  order.  But  they  have  Gable  and  rising  prices. 

Maybe,  just  maybe,  these  obscure  scriptwriters  under- 
stood inflation  better  than  our  learned  economists  do. 
When  an  economist  sees  rising  prices,  he  calls  it  "infla- 
tion" and  tries  to  explain  it.  When  an  economist  sees  ris- 
ing taxes,  he  calls  it  "life,"  and  virtually  ignores  it. 

But  our  scriptwriters  see  taxes  and  prices  to- 
gether, cause  and  effect.  Simply  and  directly: 
Up  went  taxes,  up  went  the  price  of  beans. 
Think  about  those  beans.  The  new  gang  was 
taxing  the  merchants— they  can  afford  it,  can't 
they?— to  support  this  newly  expanded  public 
sector  and  gun-toting  bureaucracy.  The  merchants,  not 
being  in  business  because  they  like  hanging  around  stuffy 
stores  all  day,  do  what  the  gang  suggests— in  fact,  they 
were  probably  doing  it  before  it  was  mentioned.  They 
simply  raise  the  price  of  beans  and  of  everything  they 
sell.  Think  the  townsfolk  will  go  to  the  merchants  in  the 
next  burg  over  the  hill?  Not  very  likely:  It's  50  miles  away. 
So  who  pays  for  the  growing  public  sector?  Gable  knew. 
He  was  under  no  illusions  that  he  was  "soaking  the  rich." 
He  knew  that  the  bean-eaters— all  of  them— would  pay.  Oh, 
they  would  grumble  about  the  higher  cost  of  living,  all 
right.  But  they  would  probably  blame  the  merchants  for 
it.  Greedy  bastards! 

But  the  screenwriters  are  telling  us  that  it  isn't  mer- 
chants' greed  that's  at  fault.  It  isn't  the  cost  of  living, 
the  price  of  beans,  that's  gone  up;  it  is  the  cost  of  the 
public  sector  that  has  climbed.  Look  at  it  this  way:  Taxes 
are  the  price  that  people  pay  for  Gable.  They  are  merely 
tacked  onto  the  price  of  beans. 

Let's  borrow  a  term  from  science  to  describe  this  process 
and  call  it  diffusion.  It  is  nothing  more  complicated  than 
the  way  that  taxes  and  prices  mix  and  mingle  as  the 
spontaneous  result  of  people  trying  to  pass  their  cost  in- 
creases along  to  the  next  fellow.  We  can  say  that  it  was 
the  diffusion  of  the  cost  of  supporting  Gable's  new  sector, 
his  gang,  that  caused  the  inflation— the  increase— in  the 
price  of  beans.  Beans  don't  cost  more  to  make,  they  just 
cost  more  to  buy,  because  each  time  you  buy  a  pound 
of  beans,  you  buy  a  little  high  living  for  Gable. 

But  what  do  the  townsfolk  in  Honky  Tonk  see?  Inflation, 
that's  all,  though  the  scriptwriters  never  quite  call  it  that. 
They  were  not,  after  all,  economists.  If  they  had  been, 
they  might  have  specified  that  it  was  "cost-push"  inflation, 
or  else  "tax-shift"  inflation.  But  that's  where  we  come  in, 
to  take  this  load  of  unlovely  language  off  their  minds: 
Instead  of  "pushing"  and  "shifting,"  we  have  a  whole 
new  process  which  describes  both.  Diffusion.  And  it  has 
the  virtue  of  calling  attention  to  the  fact  that  it  happened 
when  something  new— a  tax— was  added. 

Let's  leave  Honky  Tonk  now  and  return  to  our  own  real 
world.  Is  it  possible  that  much  of  the  inflation  in  the  cost 
of  living  (prices)  owes  to  the  diffusion  of  the  staggering 
cost  of  creating  our  own  public  sector  (taxes)?  Is  the 
U.S.  just  Honky  Tonk  writ  large?  In  an  important  sen.sc, 
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"You've  seen  those  newspaper  headlines 
scream  each  time  the  price  indexes  tick 
up  a  tenth  of  a  mill;  but  have  you  ever 
seen  a  headline  about  the  tax  index?  That's 
because  there  isn't  one— yet." 


taxes  are  just  what  Justice  Holmes  called  them:  "the  price 
we  pay  for  civilization."  You've  seen  those  newspaper 
headlines  scream  each  time  the  price  indexes  tick  up  a 
tenth  of  a  mill;  but  have  you  ever  seen  a  headline  about 
the  tax  index?  You  haven't  because  there  isn't  one— yet. 

But  that's  just  it,  you  say.  We  pay  taxes  to  support  the 
public  sector;  it  is  a  separate  account.  Not  if  we  think  of 
Clark  Gable,  it  isn't.  It  is  the  bean-buyer  who  pays  for 
Clark  Gable;  the  bean-seller  is  merely  the  tax  collector. 

The  bean- buyer  in  our  complex  economy  doesn't  con- 
nect the  two— and  the  economists  do  nothing  to  help  him. 
This  is  because  they  have  no  connecting  verb;  all  they  see 
is  the  inflation  of  old  prices,  and  they  can  say  nothing  about 
the  diffusion  of  the  myriad  new  costs  of  the  public  sector 
we  have  elected  to  pay  in  the  last  40  years. 

Why?  A  fascinating  question.  In  science,  it  is  the  theory 
that  decides  what  we  can  see.  Could  it  be  that  the  Quan- 
tity Theory  of  money— Milton  Friedman's  prized  vocab- 
ulary of  inflation— blinds  them?  Is  this  where  economics 
goes  wrong?  Is  this  why  it  tells  us  that  unemployment  is 
the  only  cure  for  inflation  and  vice  versa? 

Let's  go  back  to  the  U.S.  of  1941— the  year  that  Honky 
Tonk  was  made.  The  price  of  admission  to  the  film  first 
run  was  25  cents,  yet  Metro-Goldwyn-Mayer  made  money 
on  it.  A  quart  of  milk  cost  a  dime;  a  pound  of  bacon,  34 
cents;  a  five-pound  sack  of  sugar,  a  little  more  than  a 
quarter.  A  $5  bill  would  get  you  two  bags  full  of  groceries 
and  some  change.  A  newspaper  cost  three  pennies.  A  Ford 
with  a  heater,  $805.  The  Bureau  of  Labor  Statistics  noted 
the  rapid  growth  of  automobile  expenses  in  the  family 
budget  and  proclaimed  that  never  in  the  annals  of  the 
world  had  spending  habits  changed  so  much  so  fast. 

So  much  for  prices.  What  about  taxes?  A  middle-class 
family  spent  about  3%  of  its  income  on  them.  The  New 
Deal  had  boosted  the  income  tax  sharply,  but  still  the  av- 
erage American  paid  none.  For  most  families,  the  first 
$2,000  wasn't  taxed.  Only  one  out  of  every  18  persons  made 
enough  to  pay  an  income  tax,  which  began  at  4%.  For 
most  of  the  middle  classes,  property  taxes  were  still  the 
significant  item.  Social  Security,  if  you  paid  it,  was  $30  a 
year,  tops.  The  newest  fad  was  sales  taxes,  adopted  in 
many  cities  at  the  bottom  of  the  Depression  to  obtain  the 
scratch  to  pay  public  servants.  The  usual  rate:   1%  or  2%. 

The  reason  for  the  low  taxes  in  the  old  days 
was  no  secret:  There  simply  weren't  that  many 
public  servants,  not  that  much  public  under- 
taking. Unair-conditioned  Washington  virtual- 
ly closed  for  the  summer.  State  governments? 
An  auto  license  bureau,  some  prisons,  a  nation- 
al guard,  soQie  janitors  to  sweep  out  the  statehouse.  West- 
ern Springs,  111.  got  along  with  a  police  chief  and  his  depu- 
ty, a  clerk,  a  couple  of  roustabouts,  22  teachers,  a  part- 
time  dogcatcher  and  a  voluntary  village  president.  It  was 
what  500  suburban  families  needed;  to  save  money,  you 
could  cancel  the  garbage  service  and  bury  your  trash  in 
the  backyard. 

It  was  a  little  like  Honky  Tank's  town  before  Gable 
arrived— in  this  case  in  the  person  of  the  New  Deal  and  a 


whole  new  (for  the  U.S.)  scale  and  style  of  government. 

Now  let's  bring  matters  up  to  date.  Times  have,  to  say 
the  least,  changed.  The  increase  in  the  amount  of  what 
can  loosely  be  summed  up  as  "public  sector  goods"  makes 
the  suddenness  and  size  of  the  acceptance  of  the  auto- 
mobile age  look  like  the  Pet  Rock  craze.  The  public  sector 
covers  a  great  deal  of  ground.  Trips  to  the  moon  and 
nuclear  submarines;  Social  Security  for  the  elderly  and 
clean  air  for  the  unborn;  defense  for  the  Koreans  and  the 
Vietnamese  and  the  Europeans;  product  safety  and  social 
welfare;  the  National  Institutes  of  Health  and  the  Nation- 
al Endowment  for  the  Arts;  more  (better?)  schools  and 
broader  highways;  college  for  the  masses  and  food  stamps 
for  the  poor;  more  police  and  more  comfortable  prisons; 
mental  health  and  Medicare— all  of  these  are  now  items  on 
the  national  shopping  list.  In  Western  Springs,  you  can't 
even  bum  your  leaves,  much  less  bury  your  trash;  in- 
deed, in  most  places  there  is  a  law  against  burying  a  pet 
in  the  backyard. 

Total  U.S.  employment  in  1941  was  50.3  million  jobs; 
of  which  total  public  sector  jobs  comprised  4.6  million,  or 
one  out  of  every  11  workers.  Total  employment  in  1975, 
84.8  million  jobs;  total  public  service  jobs,  14.8  million, 
or  one  of  every  six  workers.  The  bill  has  grown  correspond- 
ingly: Total  taxes  were  $24  billion  in  1941,  or  21%  of  the 
net  national  product;  total  taxes  were  $447  billion  last 
year,  or  33%  of  NNP. 

But  those  are  only  the  basics.  Off  the  balance 
sheet,  there  now  are  uncounted  billions  spent 
in  countless  ways  directed  by  rules  and  regu- 
lations. Goodyear  Tire  &  Rubber  Co.,  for  ex- 
ample, estimates  that  it  spent  over  $30  mil- 
lion in  1974  complying  with  government  regu- 
lations; sure,  that's  a  lot  of  jobs  for  paper-pushers,  but  who 
do  you  think  pays  their  salaries?  St.  Louis  Professor  Murray 
Weidenbaum  has  broken  new  ground  with  a  paper  called 
"Government-Mandated  Price  Increases"  in  which  he  makes 
a  stab  at  gauging  the  impact  of  programs  like  Occupa- 
tional Safety  &  Health  Administration,  Employee  Retire- 
ment Income  Security  Act,  the  Clean  Air  and  Water  Acts, 
and  all  the  rest.  At  bottom  what's  the  difference  between 
a  "govemmentally  mandated  price  increase"  and  a  tax? 

Aren't  we  really  talking  here  about  an  explosion  in  the 
complexity  of  society?  Or,  to  use  the  traditional  phrase 
in  economics,  a  massive  growth  in  the  division  of  labor, 
a  binge  of  specialization?  Suddenly  we  have  environmen- 
tal engineers  and  manufacturers  of  stack-scrubbers  and 
men  whose  job  it  is  to  fire  telephone  poles  at  the  sides  of 
nuclear  reactors  to  insure  that  they  can  withstand  high 
winds.  Since  there  is  no  way  to  charge  people  directly 
for  clean  air  or  safety,  the  inevitable  cost  is  either  tacked 
on,  bundled  in,  to  the  price  of  automobiles  or  electric  pow- 
er by  passing  a  law  requiring  that  certain  standards  be 
met,  or  else  the  necessary  money  to  pay  directly  for  the 
specialized  service— the  Army,  say,  or  the  schools— is  raised 
through  taxes. 

Nor  is  the  appetite  for  new  goods  and  services  whose 
cost  may  be  diffused  limited  to  things  ordained  by  the 
public  sector.  Everyone  expects  good  medical  treatment 
these  days,  but  few  can  afford  it  from  their  own  pockets. 
Who  pays  for  a  company's  medical  plan?  In  the  end,  the 
customers  do,  of  course.  We  have  more  doctors  and  more 
affluent  doctors  and  more  pills  and  more  knowledge 
and  more  costly  specializing.  Fewer  people  die  in  the  street 
and  more  die  in  hospitals.  As  with  medicine,  so  with  in- 
dustrial safety;  we  simply  will  not  tolerate  the  occasional 
thumb  in  the  hamburger  any  longer,  the  occasional  epi- 
demic at  the  plant.  But  isn't  the  cost  for  most  of  these  new 
additions  to  the  community  shopping  lists  simply  diffused 
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into  prices?  Certainly  nobody  picks  them  up  at  the 
supennarket  Uke  so  many  pounds  of  hamburger. 

Economists  are  dimly  aware  of  all  this— especially  since 
Professor  Weidenbaum  called  their  attention  to  it.  But 
they  rarely  connect  it  with  inflation— because  inflation  has 
to  do  with  the  money  supply. 

What  we  are  saying  is  that  changes  in  the  real  world 
of  people  and  of  organizations  are  usually  more  interesting 
than  changes  in  the  money  supply.  What  are  the  new 
costs  we  pay?  Who  are  the  new  gangs  in  town?  What 
happens  when  new  sectors  get  started,  when  we  learn  how 
to  do  new  things,  and  specialization— the  division  of  labor 
among  men— takes  a  sharp  turn? 

But  for  now,  just  notice  one  thing.  With  the  classic 
concept  of  inflation,  the  consumer  gets  nothing  for  the 
higher  price;  he  just  pays  with  a  bigger  denomination  bill. 
With  the  concept  of  diflFusion,  he  does  get  more— more 
Gable,  more  social  welfare,  more  social  and  economic 
equaUty  in  an  unequal  world,  more  spending  for  economic 
stabilization.  Whether  the  consumer  needs  or  wants  new 
public  sector  goods  is  beside  the  point.  The  point  is  that  he 
gets  them.  And  the  fact  is,  too,  that  the  cost  of  better 
medical  care  and  all  the  rest  often  comes  back  disguised  as 
an  increase  in  the  price  of  beans.  Did  your  new  car  cost 
much  more  than  your  old  one?  Who  did  you  think  paid 
for  the  union's  new  dental  plan?  Or  for  that  higher  de- 
fense appropriation  you  say  you  favor?  You  pay  in  taxes, 
you  say?  But  don't  you  try— and  often  succeed— in  passing 
these  higher  taxes  on  to  someone  else?  Your  employer. 
Your  customer.  Just  as  Clark  Gable's  merchants  did. 

Now  what  about  inflation?  You're  convinced  it  has  to  do 
I'Vith  money.  What  you  know  about  it  is  that  a  dollar  buys 
less  every  year,  that  its  value  is  going  down,  as  the  Gov- 
ernment prints  more  and  more  of  them.  Hasn't  this  always 
been  so?  Haven't  kings  always  chpped  coins?  Haven't 
currencies  always  depreciated?  Only  if  you  assume  that 
economic  history  began  with  the  end  of  World  War  II. 
In  the  19th  century  prices  were  fairly  stable.  Inflation  is  a 
historical  event;  it  comes  and  goes.  It  is  not  man's  fate. 

Fortunately  we  can  measure  the  prices  of  neces- 
sities over  many  centuries— the  equivalent  of 
those  beans  in  the  Clark  Gable  movie.  We  can, 
thanks  to  the  labors  of  Professor  E.H.  Phelps 
Brown  of  Oxford  and  his  assistant.  Sheila  V. 
Hopkins,  authors  of  a  remarkable  700-year 
price  index  (Forbes,  Mar.  1, 1975). 

What  Phelps  Brown  and  his  aide  did  is  this:  They  con- 
structed a  rough  market  basket  of  the  things  an  English 
workingman  might  need,  and  priced  its  contents  from  old 
records  for  each  year  going  back  to  1264!  There  is  nothing 
fancy  in  the  basket,  just  meat,  bread,  potatoes,  the  mak- 
ings of  a  good  stiff  drink,  fuel  and  some  cloth  for  cloth- 
ing. Over  700  years  in  England,  things  changed  a  great 
deal,  but  Phelps  Brown  stuck  to  his  concept.  His  one  con- 
cession to  changing  times:  He  increased  the  headings  a 
little  bit  every  couple  of  hundred  years,  reflecting  the  psy- 
chological necessity  of  a  higher  standard  of  living  in  each 
succeeding  age.  Thus  in  1300  the  basket  contains  no  fuel 
at  all;  by  1500  it  had  a  little  charcoal,  by  1750  some  coal, 
and  by  1950  it  included  kerosene.  Same  with  vegetables: 
peas  in  the  14th  century,  potatoes  in  the  18th  and  a  lit- 
tle more  meat  each  time. 

There  are  no  frills  here,  as  a  result.  Unlike  other  long- 
term  price  indexes,  there  is  no  attempt  to  compare  the 
level  of  "all"  prices  over  300  years,  adding  bowling  fees  in 
the  20th  century,  railroad  tickets  in  the  19th,  theater  tick- 
ets to  Shakespeare  in  the  16th  and  so  on.  So  what  we 
have  is  a  very  pure  cost  of  living  index,  with  all  the  con- 
ceivable refinements  of  civilization  left  out.  No  book  prices. 


No   sales   taxes.   No  used  car  prices.    No  interest  rates. 

For  our  purpose,  we've  extrapolated  in  both  directions 
of  Phelps  Brown's  index,  first  adding  on  during  the  300 
years  before  he  began  collecting  prices,  another  great  in- 
flation about  which  there  is  substantial  agreement  among 
historians.  During  this  one  most  food  prices  came  close 
to  quadrupling  between  1150  and  1325.  Then,  at  the  end 
of  the  index,  after  Phelps  Brown  stopped  collecting  data 
in  1954,  we've  allowed  prices  to  double  again,  reflect- 
ing not  so  much  the  Enghsh  experience  of  the  last  20 
years  (because  of  government  controls  and  subsidies),  but 
the  world's.  What  is  in  the  middle— from  1264  to  1954— 
is  Phelps  Brown's  and  Hopkins'  alone. 

A  thousand  years  may  seem  quite  a  stretch  for  talking 
about  a  matter  as  here-and-now  as  inflation,  but  is  it? 
Remember,  our  economists  confess  that  they  are  baflBed 
by  today's  inflation;  they  find  it  without  precedent.  We're 
just  widening  the  span  of  their  search,  looking  for  what 
Sir  John  Hicks  calls  "the  shapes  that  repeat  among  the 
details  that  do  not  repeat." 

A  glance  at  the  results,  which  are  displayed  on  pages 
128  and  129,  will  show  you  that  Phelps  Brown's  pains- 
taking work  and  our  own  emendations  have  turned  up 
some  very  interesting  inflationary  shapes  indeed. 

Four  times  in  a  thousand  years— only  four— there  is  a 
great  explosion  in  the  money  price  of  Phelps  Brown's 
basket.  Prices  trend  upwards  for  75,  100,  even  125  years, 
more  or  less  relentlessly.  Then  notice  something  fascinating 
—three  times  the  price  level  settles  on  some  new  plateau 
and  stays  there;  the  explosion  stops,  and  regular  cycles  of 
rising  and  falling  prices  take  over  again,  until  a  new  ex- 
plosion comes  along.  These  explosions  seem  to  be  irrevers- 
ible events;  the  ups  and  downs  between  are  quite  different. 

The  fourth  explosion  is  our  own.  It  hasn't  stopped  yet. 

Therefore,  in  terms  of  the  basic  cost  of  hving  at  least, 
times  like  ours  don't  happen  very  often:  only  in  Marco 
Polo's  time;  in  Martin  Luther's,  Columbus'  and  Francis 
Bacon's;  in  Thomas  Jefferson's  and  Adam  Smith's  and 
James  Watt's.  These  three  epochs  were  the  only  periods 
like  ours  on  the  "map"  of  inflation.  What's  even  more  in- 
teresting is  that  while  the  index  is  confined  to  England, 
its  broad  shape  corresponds  to  most  of  what  we  know 
about  the  history  of  prices  in  Europe  generally. 

If  nothing  else,  this  should  be  a  comfort  and  a  caution 
to  our  leaders:  Only  Richard  the  Lion-Hearted,  Henry 
VIII  and  Napoleon  had  problems  of  economic  magnitude 
equal  to  our  own;  all  tried  to  stabilize  prices  and  failed. 

In  a  short,  somber  commentary  on  their  work,  Brown 


Who's  Ripping  Off  Whom? 

A  YOUNG  MAN  in  the  Midwest  was  involved  in  an 
accident  when  a  car  failed  to  halt  at  a  stop  sign  and 
collided  with  his  motorcycle.  Neither  rider  nor  mo- 
torcycle was  badly  damaged.  When  the  young  man 
took  his  motorcycle  to  the  repair  shop,  the  first  es- 
timate he  received  was  for  $75.  But  when  the  shop 
learned  that  the  automobile  driver's  in.surance  com- 
pany would  pay,  they  quickly  prepared  a  new  esti- 
mate. This  time  it  was  for  $200;  for  example,  a 
slightly  dented  gasoline  tank  could  have  been  re- 
paired. Instead,  it  was  replaced. 

There  are  thousands  of  such  examples  every  month 
in  the  U.S.  The  inevitable  result  is  that  insurance 
rates  go  up.  Again,  most  people  look  at  this  and 
perceive  inflation.  In  fact,  what  is  happening  is 
that  the  cost  of  bad  morality  is  being  diffused 
through  the  insurance  system;  the  cost  of  insurance 
itself  has  not  necessarily  risen. 
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How  in  the  world  are 
k     financial  institutions  in  London  and 
4fU    515  other  cities  fighting  rising  costs  with 
^   NCR  Electronic  Funds  Transfer  Systems? 


ii^ 


Funds  Transfer  is  nothing  new.  We've  been 
providing  financial  institutions  with  these 
systems  for  almost  half  a  century.  The  trans- 
fer of  funds  electronically  is  new,  and  NCR 
continues  to  be  a  leader  in  the  develop- 
ment of  this  technology.  It's  no  wonder 
NCR  systems  are  foremost  in 
the  world  of  finance. 

In  London,  England,  one 

of  the  world's  most  active 

financial  centers,  financial 

institutions  such  as  the 

Barclays  and  National 

Westminster  Banks  are 

saving  time 

and  paper- 


work with  NCR  Electronic  Funds  Transfer 
Systems.  Vital  requirements  for  controlling 
costs  and  increasing  productivity. 

NCR  self-service  bank  terminals  provide 
around-the-clock  services — the  facilities 
include  deposits,  withdrawals,  payment  of 
bills  or  even  borrowing. 

Today,  there  are  more  than  22,000  NCR 
computer  systems  which  serve  businesses, 
institutions  and  governments  in  over  100 
countries.  These  organizations  receive 
solid  returns  from  initial  investments  made 
in  NCR  systems. 

At  NCR,  we're  committed  to  help  your  busi- 
ness succeed  in  spite  of  rising  costs. 


NCR 


Complete  Computer  Systems 


There  are  no  easy  answers  to  the  worldwide 
energy  problem.  But  one  fact  is  obvious:  any  long- 
term  solution  will  require  massive  and  imaginative 
investment. 

Canadian  Imperial  Bank  of  Commerce-over 
$24  billion  (Canadian)  strong-has  been  involved  in 
worldwide  energy  development  for  years.  And  we 
are  stepping  up  our  involvement. 

We  participated  in  the  formation  of  the 
International  Energy  Bank,  whose  shareholders 
and  associates  have  combined  assets  of  over 
$200  billion.  This  bank's  purpose  is  to  finance 
energy  development  worldwide,  beginning  with 
the  North  Sea.  It's  a  sound  idea.  But  it's  only  one  of 


many  which  we  are  considering. 

We  have  evaluated  energy  proposals  ranging 
from  nuclear  power  plants  to  hydro-electric  com- 
plexes, from  Norway  to  the  Near  East.  As  'The  Ideas 
Bank!  good  ideas  are  our  stock  in  trade.  So  if  you 
have  an  idea  in  the  energy  business,  call  your 
nearest  Canadian  Imperial  Bank  of  Commerce  office. 

There's  a  man  at  our  end  who  is  always  willing 
to  listen.  'The  Ideas  Bank: 


^ 


CANADIAN  IMPERIAL 

BANK  OF  COMMERCE 


Head  Office -Commerce  Court,  Toronto  M5L  1A2.  Canada  New  York  Agency  22  William  St .  N  Y  10005  •   (212)825-7000 
Over  1,700  branches  in  Canada,  branches  or  representative  offices  in  ma)or  business  centres  worldwide 


and  Hopkins  wonder  aloud:  "For  a  century  and  more,  it 
seems,  prices  will  obey  one  all-powerful  law;  it  changes, 
and  a  new  law  prevails.  .  .  .  Do  we  yet  know  what  are  the 
factors  that  set  this  [inflationary]  stamp  on  an  age?"  What 
gives,  in  other  words,  and  why? 

This  is  the  problem  that  the  monetarists  think  they 
have  licked;  the  money  supply,  they  say.  Look  at  the 
quantity  of  money— it  must  have  grown  radically  during 
these  periods  and  never  thereafter  shrunk.  For  it  is  the 
quantity  of  money  that  determines  the  level  of  all  prices. 

The  monetarists  have  a  case  of  sorts.  Sure  enough,  dur- 
ing each  of  those  price  revolutions,  something  absolutely 
fundamental  occurred  to  increase  dramatically  the  supply 
of  money  in  England,  and  in  the  rest  of  Europe. 

Here's  the  story  as  the  monetarists  would  tell  it: 

In  the  first  instance,  it  was  the  growth  of  the  money 
economy  itself.  Coins  replaced  barter.  "Ghost"  money- 
money  of  account— was  introduced,  and  for  the  first  time 
in  the  history  of  the  world,  credit  flowed  freely  between 
men.  Leverage  was  invented  in  these  years. 

In  the  second  instance,  it  was  the  discovery  of  gold  and 
silver  in  the  New  World  (and  the  development  of  new 
amalgamation  techniques  in  the  mines  at  Potosi,  Peru,  a 
good  monetarist  would  be  quick  to  add) .  Marc  Lescabot,  a 
late  16th-century  monetarist,  complained  about  depreciat- 
ing currency:  "Before  the  voyages  to  Peru,  a  man  could 
keep  much  wealth  in  a  small  place.  ...  A  man  could  go 
a  long  way  with  a  purse  up  his  sleeve,  but  now  he  needs 
a  trunk  and  a  horse." 

The  third  irreversible  inflation,  a  rpere  doubling  of  the 
price  level,  from  1750  to  1825,  involved  another  huge 
explosion  of  credit— bank  notes  this  time.  The  success  of 
the  Bank  of  England  had  turned  the  English  government 
—once  one  of  the  poorest  risks  in  the  world— into  a  blue- 
chip  investment;  but  the  government  hadn't  yet  gained 
control  over  the  money  supply.  Private  bankers  still  saw 
themselves  strictly  as  profit-making  operations;  and  a  huge 
new  crop  opened  for  business  between  1780  and  1820. 

The  fourth  instance,  of  course,  is  what  Will 
Rogers  called  the  third  great  invention  since 
the  beginning  of  time:  After  fire  and  the  wheel 
came  central  banking,  where,  thanks  to  the 
careful  coordination  of  the  banking  system,  $1 
in  reserved  deposits  can  become  $5,  $6,  even 
$8  worth  of  loans.  The  Federal  Reserve  Bank  is  a  lot 
better  than  the  Klondike  for  creating  cash! 

This  is  monetary  theory,  once  over  very  lightly.  Milton 
Friedman  finds  this  deeply  satisfying.  We  find  it's  a  little 
like  saying  that  growing  crops  makes  the  sun  shine. 

There  is  another— nonmonetarist— proposition  about  the 
fundamental  cause  of  these  four  great  price  explosions, 
too.  It  dates  back  to  gloomy  Parson  Thomas  Malthus,  the 
18th-centuly  economist  who  forecast  that  mankind  would 
overbreed" itself  into  disaster.  Population  pressure  would 
bid  prices  up,  there  would  be  less  to  go  around,  people 
would  star\'e.  A  case  could  be  made  that  this  is  the  kind 
of  inflation  we  are  seeing  today;  each  of  the  four  price 
revolutions  on  the  index  did  proceed  in  some  unclear 
relationship  with  an  explosion  in  the  population,  as  well 
as  the  explosion  in  money. 

Too  much  money  chasing  too  few  goods?  Or  too  many 
people  chasing  too  few  goods?  Since  the  proponents  of 
neither  point  of  view  have  been  ultimately  convincing 
about  inflation,  could  there  be  yet  another  explanation? 
Think  back  to  Clark  Gable  and  how  he  diffused  the  cost 
of  his  gang  back  through  the  price  of  beans. 

Did  the  "inflation"  in  the  price  of  beans  have  much 
to  do  with  a  population  explosion  or  with  gold  mines 
or  with  American  Express  cards?  Not  really.   It  had  to 


^Mnflation  is  not— as  Maynard  Keynes 
thought  and  Milton  Friedman  thinks— a 
simple  matter  with  social  consequences. 
It  is  an  infinitely  complicated  business  with 
social  causes." 


do  with  the  creation  of  new  jobs  and  new  products. 

What  happened  in  Honky  Tank  was  that  an  interesting 
change  in  the  division  of  labor  occurred.  Clark  Gable 
found  a  way  to  specialize,  to  create  a  new  kind  of  job 
for  himself,  namely  boss,  and  a  new  kind  of  job  for  his 
gang,  namely  flunkies  or  bad  guys. 

The  economics  would  not  have  been  much  different, 
at  least  in  the  world  of  Honky  Tank,  had  they  been 
good  guys— doctors,  teachers,  preachers.  The  price  of  beans 
would  have  gone  up  with  the  increase  in  the  division  of 
labor,  with  the  growth  in  the  size  and  specialization 
and  interdependence  of  the  town. 

Historians,  who  are  neither  monetarists  nor  Malthusians, 
can  identify  three  of  the  great  historical  price  revolutions 
on  the  index  below.  They  don't  talk  about  inflation. 
Instead,  they  speak  of  mighty  social  revolutions— not  armed 
affairs  like  Gable's  (though  they  might  have  played  a 
part,  too )  —but  of  revolutions  in  the  entire  social  fabric,  in 
the  way  men  lived  and  thought  of  themselves  and  acted. 

Respectively,  they  are  the  Commercial  Revolution  of 
the  Middle  Ages,  950  1350;  the  Capitalist  Revolution, 
1520-1640;  and  the  Industrial  Revolution,  1750-1850.  All 
these  periodizations  are  rough,  of  course. 

And  the  fourth  great  price  revolution?  Our  own?  Our 
own  guess  is  that  it  will  one  day  be  known  as  the 
Public  Revolution,  the  age  when  the  common  man 
learned  to  depend  on  government  for  something  besides 
pomp  and  protection. 

If  we  look  to  these  times— not  in  monetary  or  in  supply- 
demand  terms  but  in  social  terms— we  find  this:  One  thing 
all  the  revolutions  had  in  common  is  that  a  new  gang 
came  to  town  and  stayed.  A  new  sector,  a  distinctive  part 
of  the  economy,  grew  up,  and  with  it  a  new  way  of  doing 
things.  In  the  Commercial  Revolution,  it  was  the  mer- 
chants and  craftsmen;  in  the  Capitalist  Revolution,  it  was 
that  incredibly  diverse  mix  of  jobs  and  occupations  that 
Marx  dubbed  the  bourgeoisie;  in  the  Industrial  Revolution, 
it  was  the  industrial  sector  itself. 

And  in  our  owti  time  it  is  none  other  than  the  Public 
Sector.  When  enough  time  has  passed  to  make  historical 
perspective  possible,  it  may  well  be  that  the  pundits  will 
rank  our  own  revolution  with  those  other  great  social- 
economic  upheavals. 

What  our  chart  appears  to  be  is  evid'»nce  of  a  certain 
"revolutionary  structure"  in  price  history.  Inflation  has  not 
proceeded  at  anything  resembling  a  uniform  pace  through 
the  centuries;  instead,  it  is  a  matter  of  sharp  breaks  with 
the  past  followed  by  long  periods  of  relative  stability, 
which  are  ended,  in  turn,  by  a  new  price  revolution. 
Moreover,  these  revolutions  in  prices  parallel  similar  cat- 
astrophic changes  in  the  social  order,  which  in  turn  rough- 
ly parallel  increases  in  the  growth  of  knowledge.  Phelps 
Brown  seems  to  have  developed  a  picture— crude,  to  be 
sure— of  the  structure  of  economic  revolutions  in  England, 
and,  possibly  through  England,  of  the  entire  industrial 
world. 

The  libraries  are  filled  with  books  aimed  at  trying  to 
find  the  reasons  for  these  great  changes:  Everything  from 
Karl  Marx's  Das  Kapital  to  Max  Weber's  Protestant  Ethic 
to  Thomas  Kuhn's  The  Structure  of  Scientific  Revolutions. 
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A  hundred  years  of  arguing  ii1)out  causes  has  brought 
little  agreement  except  a  burgeoning  sense  of  their  com- 
plexity. We  may  know  well  enough  why  we  think  Clark 
Gable  came  to  town  in  Honky  Tonk;  but  the  subject  of 
wli.it  "caused"  men  to  begin  and  carry  out  these  panoramic 
icN'olutions  in  human  affairs  is  beyond  guessing— at  least 
we're  not  going  to  try.  What  "caused"  the  growth  of  Big 
Government?  More  things  than  we  can  say. 

What  we  want  to  say  is  something  about  consequences, 
and  here's  where  the  Quantity  Theory  of  money  comes  in. 

As  we've  been  telling  you.  Quantity  Theory 
simply  relates  that  the  price  of  beans  goes 
up  because  the  money  supply  expands— mea- 
sure prices  and  money  and  you've  got  it.  What 
we're  telling  you  now  is  the  story  of  why  the 
money  supply  itself  increases.  It's  because  the 
division  of  labor  increases.  Men  learn  how  td  do  things, 
and  they  do  them— things  like  how  to  operate  with  money 
of  account  and  credit,  like  how  to  circumnavigate  the 
globe,  how  to  build  a  sophisticated  banking  system  built 
on  credit,  and  how  to  centralize  the  banks  and  control 
the  money  supply— but  also  things  like  how  to  pass  laws 
deftnamling  clean  air  and  industrial  safety.  Inflation  is 
more  than  a  matter  of  the  growth  of  money  supply— it 
comes  from  the  growth  of  knowledge  itself.  Knowledge? 
Of  course.  Without  advances  in  mankind's  stock  of  learn- 
ing, the  Great  Navigators  never  would  have  reached  the 
New  World  and  there  wouldn't  have  been  Inca  and  Aztec 
gold  to  cause  a  price  explosion.  And,  ultimately,  it  was 
knowledge,  not  money,  that  made  the  Industrial  Revolu- 
tion possible. 

The  monetarists,  of  course,  respond:  If  it  isn't  money, 
what  is  it  that  causes  these  price  explosions?  Our  answer: 
The  growth  of  knowledge  and  of  the  specialization  of  work 
that  knowledge  makes  possible.  Inflation  is  not— as  Maynard 
Keynes  thought  and  Milton  Friedman  thinks— a  simple 
matter  with  social  consequences;  it  is  an  infinitely  com- 
plicated business  with  social  causes. 

In  the  fourth  great  inflation,  the  one  we  are  living 
through,  the  specialization  is  going  on  at  a  furious  pace. 
Not  only  are  we  adding  orthodontists  and  missile  engineers 
and  environmentalists  and  welfare  mothers  and  masses  of 
schoolteachers,  we  have  created  a  vast  new  class— a  vast 


new  Cnirk  Gable  gang,  if  you  will:  People  retired  and 
living  on  social  security.  However  justified  social  security 
may  be,  is  there  any  doubt  that  its  support  comes  from 
taxing  the  community  as  a  whole,  and  thus  adding  to 
living  costs  of  those  still  working?  No  one  begrudges  our 
pensioners  a  modest  retirement,  but  in  a  strictly  economic 
sense  they  are  one  great  big  Clark  Gable  gang.  Quantity 
of  money  theory  teaches  us  to  look  to  the  money  supply 
and  prices.  Division-of-labor  theory— Clark  Gable  econom- 
ics—teaches us  to  lopk  at  taxes  and  prices. 

An  example?  Well,  consider  the  great  German  hyperin- 
flation after  World  War  I,  a  classic  case  of  inflating  the 
money  supply  if  ever  there  was  one,  according  to  the 
monetarists.  But  division-of-labor  theory  asks  if  there  wasn't 
some  cost  being  diffused,  and  sure  enough  you  find  the 
huge  tax  levied  by  the  Allies  on  the  German  people— a  tax 
designed  to  pay  for  public  sector  jobs  rebuilding  war- 
torn  France,  among  other  things.  It's  this  tax  the  German 
government  was  trying  to  levy  by  the  only  means  at  its 
command:  It  printed  money.  The  connecting  word— diffu- 
sion—tells  you  what  is  going  on.  The  monetarists  know 
that  "inflation"— clipping  coins,  monetizing  debt,  printing 
money— is  just  a  clever  way  to  tax;  what  they  haven't 
figured  out  yet  is  that  less  subtle  taxation  has  more  or 
less  the  same  effect.  Think  of  OPEC— which,  after  all,  is 
doing  to  us  what  the  Allies  tried  to  do  to  Germany— and 
you'll  see  what  we  mean. 

It's  a  way  of  looking  at  it,  that's  all.  Not  the  only  way. 
Not  necessarily  even  the  right  way.  But  a  new  way,  and 
well  worth  thinking  about.  For  if  the  diffusion  of  the  cost 
of  creating  our  public  sector  is  what's  causing  our  infla- 
tion of  today,  there's  only  one  way  of  effectively  "fighting" 
inflation— and  that  will  be  to  recognize  that  the  money  sup- 
ply per  se  has  little  to  do  with  it.  It's  our  appetite  for  public 
goods  and  services  that's  tacking  more  and  more  taxes  onto 
the  price  of  beans.  But  the  Quantity  Theory  hasn't  the 
slightest  interest  in  taxes.  It  is  the  supply  of  money  that 
counts.  The  trouble  is:  Monetary  theory  can't  explain  the 
Organization  of  Petroleum  Exporting  Countries,  or  the  rise 
of  the  public  sector,  or  even  the  antipollution  laws;  but 
division-of-knowledge-and-labor  theory  can  explain  the 
growth  of  the  money  supply. 

According  to  the  monetarists,  our  problem  is  too  much 
money  chasing  too  few  goods.  Keep  money  tight,  they 
say.  That  is  the  trade-off.  According  to  the  Malthusians,  it 
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A  Millennium  Of  Inflation 


Prices  in  the  U.S.  have  been  rising  with- 
out notable  interruption  since  1933— for 
nearly  half  a  century.  Generally  speaking, 
the  trend  in  prices  around  the  world  has 
been  up  for  80  years.  The  last  time  any- 
thing like  that  happened,  and  on  such  a 
scale  as  this,  was  in  the  16th  century: 
the  age  of  Martin  Luther,  Henry  VIII 
and  Shakespeare. 

That's  one  lesson  drawn  from  a  1,000- 
year  history  of  the  money  price  of  a  sim- 
ple market  basket  of  human  needs— food, 
fuel  and  cloth— compiled  by  economic  his- 
torians E.H.  Phelps  Brown  and  Sheila  V. 
Hopkins,  and  shown  on  these  pages.  To 
their  painstaking  work,  which  spanned  the 
years  1264  to  1954,  FORBES  has  added 
two  rough  extrapolations— the  quadru- 
pling of  prices  between  1150  and  1325, 
and  the  doubling  since  1954.  There  is  a 
clear  consensus  among  scholars  that  both 
are  reasonable  estimates. 

Historians  are  agreed  that  great  infla- 
tions like  our  own,  when  prices  explode 
to  a  new  plateau  and  stay  there,  have  in 
the  past  occurred  during  profound  social 


change.  The  first  was  during  the  Com- 
mercial Revolution  in  the  12th  and  13th 
centuries;  the  second  during  the  Capital- 
ist Revolution  of  the  16th  century,  and 
the  third  during  the  Industrial  Revolution 
of  the  18th  century.  Between  times,  rela- 
tive stability  was  the  rule. 

The  fourth  great  price  revolution— our 
own— occurs  during  what  we  might,  with 
good  reason,  call  the  Public  Revolution. 

The  historians,  at  least,  note  these  sharp 
breaks  with  the  past.  Economists  tend  to 
ignore  them,  depending  on  indexes  (like 
the  one  below),  which  seek  to  disguise 
social  change.  As  a  result,  economists  con- 
clude either  that  an  age  of  falling  prices 
is  just  around  the  corner— which  we  don't 
believe— or  that  something  wholly  un- 
precedented and  awful  is  happening, 
which  we  also  don't  believe. 
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Conventional  Wisdom 

The  little  chart  below,  a  conventional  price  index  constructed  by  The  Economist  magazine,  differs 
from  the  big  one  above  in  vital  respects.  First  of  all,  it  ducks  the  issue  of  the  great  price  explosion 
in  the  16th  century  by  beginning  only  after  it  ends.  Then,  too,  it  disguises  the  escalation  in  the 
basic  costs  of  living  that  occurred  during  the  Industrial  Revolution.  Why?  Because  conventional 
price  indexes,  designed  to  test  the  Quantity  Theory  of  money,  often  jigger  the  market  basket's 
content  in  an  effort  to  minimize  social  changes  that  don't  reflect  changes  in  the  quantity  of  money. 
An  example:  When  the  addition  of  antipollution  equipment  to  automobiles  sent  the  sticker  price 
of  a  car  up  $300,  the  makers  of  the  U.S.'  Consumer  Price  Index  decided  it  was  mostly  a  "quality 
change"  instead  of  a  price  increase  and  so  didn't  include  much  of  the  markup  in  the  CPi.  Such 
metaphysical  determinations  are  fine  for  people  interested  in  the  Quantity  Theory,  but  they 
tell  us  little  about  either  the  cost  of  living  or  the  fundamental  causes  of  inflation. 
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IS  too  many  people  chasing  too  few  goods.  Tolerate  a 
higher  level  of  unemployment,  they  say;  that  is  the  trade- 
f'fF.  And  according  to  us? 

Inflation  is  simply  increased  spending  on  public  goods, 
on  "civilization,"  on  "progress"— their  cost  is  diffused  into 
private  goods.  Cause  and  effect.  And  a  choice— for  here's 
where  the  real  trade-off  lies— between  taxes  and  prices. 

Now  why  is  it  the  economists  don't  think  so? 

The  problem  in  economics  seems  to  be  that  economists 
no  longer  know  what  the  world  is  like.  They  no  longer 
have  an  effective  scheme  for  classifying  the  entities  of 
which  the  economic  universe  is  composed:  In  a  world  in 
which  close  to  half  of  all  costs  incurred  are  taxes,  all  they 
talk  about  are  prices,  and  there  is  no  apparatus,  formal 
or  informal,  for  describing  the  relationship  between  these 
two  great  classes  of  costs— because  the  economists  don't 
believe  a  relationship  exists.  They  are  still  in  the  thrall  of 
Adam  Smith,  perhaps  as  modified  by  John  Maynard 
Keynes;  or  of  Karl  Marx.  But  Smith  was  describing  a  world 
that  has  long  since  vanished.  And  Marx  was  trying  to 
describe  the  future  purely  in  terms  of  the  past.  The  world 
has  changed;  the  economists  have  not. 

Inflation  means  rising  prices,  but  there  is  no  word  for 
rising  taxes  in  the  economists'  vocabulary;  our  word  dif- 
fusion, to  describe  the  tendency  of  taxes  to  melt  into 
prices,  falls  foreign  on  economists'  ears.  There  are  price 
indexes  galore— but  no  tax  indexes. 

This  is  not  entirely  surprising.  In  their  personal 
lives,  economists  are  just  like  the  rest  of  us. 
They  water  the  lawn,  play  tennis,  pay  their 
taxes  and  argue  about  politics.  But  rarely  do 
they  question  the  gospels  as  preached  by  their 
intellectual  masters,  Smith  and  Marx.  It  is  in  the 
natvire  of  their  science— of  any  science— not  to  do  so,  at 
least  until  some  instmnountable  anomaly  comes  along  for 
which  the  masters'  scheme  of  classifying  the  world  has 
no  place.  Such  a  problem  is  inflation. 

There  are  really  only  two  economic  classics:  Adam 
Smith's  The  Wealth  of  Nations  and  Karl  Marx's  Das  Kapi- 
tal.  John  Maynard  Keynes'  General  Theory  of  Employment, 
Interest  and  Money?  It's  maybe  a  sub-classic. 

What  makes  a  classic?  Joseph  Schumpeter,  no  slouch  of 
an  economist  himself,  called  it  "vision."  It  happens,  said 
the  Austrian,  "each  time  somebody  teaches  us  to  see 
things  in  a  new  light  of  which  the  source  is  not  to  be 
found  in  the  facts,  methods  and  results  of  the  pre-existing 
state  of  the  science." 

Littlf  visions  happen  all  the  time,  Schumpeter  said;  big 
visions  only  rarely.  This  is  what  sets  off  Smith  and  Marx 
from  all  the  economists  who  went  before  or  came  after: 
Their  visions  stuck.  Historians  of  science  have  come  up 
with  a  special  word  to  describe  the  kind  of  scripts  that 
men  like  Smith  and  Marx  wrote  for  their  followers:  They 
call  it  a  "paradigm." 

It  is  the  paradigm  of  Adam  Smith  that  determines  what 
our  economists  can  think— and  it  is  in  Adam  Smith  that 
we  will  discover  the  answer  to  our  riddle  about  why 
economists  are  blind  to  taxes.  It  is  the  very  architecture  of 
The  Wealth  of  Nations  that  throws  us  off;  it  is  the  script 
that  must  eventually  be  supplanted,  if  we  are  to  under- 
stand inflation. 

Smith  pubhshed  The  Wealth  of  Nations  in  1776.  This  is 
its  bicentennial,  too,  and  like  the  Declaration  of  Indepen- 
dence, it  remains  as  fresh  and  brilliant  a  political  docu- 
ment as  the  day  it  was  written.  As  a  research  program 
for  a  "science,"  however,  it  has  lost  most  of  its  value. 
People  were  getting  rich,  Smith  noted.  London  was 
becoming  Fat  City.  The  commonest  peasant  there  lived 
better  than  an  African  king.  A  simple  day  laborer  was  in 


the  position  to  take  advantage  of  the  labor  of  uncoimt- 
able  thousands  of  persons:  Fifty  or  60  people,  for  exam- 
ple, each  with  a  difi^erent  job  might  contribute  to  the  pro- 
duction of  the  simple  coat  he  could  buy  for  two  shillings. 

The  secret  of  this  wealth:  specialization,  the  division  of 
labor.  A  fellow  who  tried  to  manufacture  pins  by  himself, 
from  ingot  to  paper  wrapping,  would  be  lucky  to  turn  out 
a  dozen  a  day;  split  the  task  up  into  specialties— make  an 
assembly  hne  of  it,  in  other  words— and  five  or  six  people 
could  turn  out  50,000  pins  together  in  the  same  day's 
time.  And  what  takfes  place  within  a  single  workshop  also 
took  place  within  a  great  society,  a  wealthy  nation;  spe- 
cialization and  interdependence  made  nations  rich. 

The  wonderfvil  state  of  affairs  was  the  end  point  of  a 
long  evolution.  Smith  said.  At  first  men  had  merely  been 
hunters  and  fishermen.  Then  they  had  learned  pasturage 
and  become  shepherds.  The  pasturage  economy  had  then 
given  way  to  farming,  and  the  feudal  agricultural  economy 
had  emerged.  Each  step  of  the  way  had  involved  more 
specialization. 

But  it  was  the  fourth  act— the  emergence  of  the  ex- 
change economy— that  really  unloosed  the  possibilities  of 
speciahzation,  according  to  Smith.  As  agricultural  sur- 
pluses built  up,  men  could  afford  to  bmld  cities  filled 
with  (agriculturally)  nonproductive  people.  Markets 
emerged,  and  with  them  the  possibility  of  achieving  a 
"system  of  Natural  Liberty"  whose  pattern  of  order  and 
precision  would  rival  the  majestic  simplicity  that  Isaac 
Newton  had  discovered  in  the  heavens  100  years  before. 

The  key  to  it  all?  Exchange.  Everything  owed  to  the 
human  propensity  to  "truck,  barter  and  exchange."  No- 
body ever  saw  one  dog  swap  bones  with  another,  but 
men  did  it  all  the  time.  Therefore,  the  division  of  labor 
was  limited  only  by  the  extent  of  the  market,  the  number 
of  blankets  you  could  make  limited  only  by  the  number 
of  willing  buyers. 

It  was  on  this  basis  that  Smith  built  his  classifications: 
all  the  endless  costs  of  production  grouped  under  three 
headings  of  land  costs,  labor  costs  and  capital  costs.  Prices 
therefore  had  three  parts:  profit,  wage  bills  and  materials. 
Money  was  the  store  of  value,  the  medium  by  which  all 
this  exchange  was  carried  out,  but  it  was  not  wealth  in 
itself.  It  was  the  business  of  economics  to  study  this  new 
modem  sphere  of  exchange. 

There  is  just  one  problem   in   all  of  this:    It  has  be- 


Who  Pays?  You  Do 

In  our  time,  government  spending  is  the  principal 
source  of  the  price  difi^usion  that  people  perceive  as 
inflation.  However,  government  spending  is  not  the 
only  cause.  The  rising  cost  of  malpractice  verdicts 
is  being  diffused  through  everybody's  medical  bills. 
A  handful  of  lawyers  and  alleged  victims  benefit; 
we  all  pay.  Is  this  inflation?  Or  is  it  simply  the  diffu- 
sion of  a  new  cost  through  the  existing  price  struc- 
ture? The  latter  is  something  very  different  from  in- 
flation, which,  in  theory,  affects  all  costs  equally  and 
neither  adds  nor  subtracts  anything  from  the  basic 
product.  But  in  this  case,  something  is  added  to  the 
product:  namely,  added  protection  against  poor  or 
careless  medical  practice.  People,  however,  do  not 
easily  see  the  connection  between  the  lawsuits  and 
the  rising  costs.  The  economists  encourage  them  to 
see  it  as  "inflation."  Or  take  OPEC.  When  the  oil 
kingdoms  raised  taxes  on  crude,  the  economists  per- 
ceived a  worldwide  price  increase  and  blamed  the  oil 
companies,  which  were  diflaising  the  new  taxes.  Are 
the  economists  guilty  of  malpractice? 


130 


FORBES,    NOVEMBER    15,    1976 


FBI  agents 
writing  poetry. 


Pregnant  women 
avoid  cats! 


A  3,064- 
calone  meaL 


The  dog 
that  sings. 


When  was  the  last  time  you 

read  something  you  couldn't 

wait  to  tell  your  friends? 


J.  here  are  few  things  quite  so  nice  as 
looking  up  from  your  newspaper  and 
thinking,  "Now  that's  something  I  didn't 
know  or  understand  before." 

And  then  there  are  few  things  quite  so 
satisfying  as  sharing  that  new  insight 
with  a  friend. 

That's  the  kind  of  experience  The  Na- 
tional Observer  offers  its  readers  with 
every  weekly  issue. 

The  National  Observer  goes  behind  the 
obvious  headlines  to  dig  out  stories  that 
make  the  world  more  interesting  when 
you  read  them . . .  and  make  you  more  in- 
teresting when  you  re -tell  them. 

Person-to-person  journalism. 

For  instance,  do  your  friends  know  that 
the  Romans  invented  the  frisbee?  That 
we  have  "two"  brains  in  our  head?  That 
tacos  aren't  just  hot— they've  also  got  the 
hottest  sales? 

And  do  they  know  about  the  contro- 
versial newgun  that  shoots  "electric 
shocks"?  And  the  "outdated"  form  of 
transportation  that  is  coming  back?  And 
the  place  in  America  where  voodoo  is 
still  practiced? 

(The  answers  are:  The  taser.  The 
blimp.  And  Oyo-Tinji,  South  Carolina— 
where  it  seems  to  work!) 

The  National  Observer  is  written  this 
way  because  we  believe  in  the  kind  of 
journalism  thdt  says:  "Talk  to  the  reader 
one-to-one.  Tell  a  story  as  if  the  reader 
were  sitting  next  to  you." 

We  bring  you  the  out-of-the-ordinary. 

When  we  report  sports,  we  go  beyond 
baseball,  basketball  and  football... and  tell 
about  Shirley  "Cha-Cha"  Muldowney, 
the  only  woman  ever  licensed  to  race  a 
top  fuel  dragster. 
When  we  look  at  the  world,  we  go  be- 


yond today's  news  to  spot  the  trends  that 
may  make  tomorrow's  news... like  how 
Italy's  Reds  (of  all  people!)  are  trying  to 
make  capitalism  work. 

Plus  sometimes,  after  other  newspa- 
pers think  a  story  is  over,  we  take  a  sec- 
ond look. ..at  why  the  tourists  didn't  come 
to  Mother  Seton's  hometown. 

Regular  sections  with 
irregular  news. 

One  nice  thing  about  reading  The  Na- 
tional Observer  week  after  week  is  our 
regular  sections.  But  you  can  never  count 
on  what's  going  to  be  in  them. 

For  instance,  in  the  "Your  Consuming 
Interests"  section,  we  explored  how  con- 
ventional rubdowns  survive  despite  the 
growth  of  sex  parlors. 

In  our  "Lively  Landscape"  section, 
you  can  read  about  the  furor  in  Charles- 
ton, S.C.  when  the  city  council  ordered 
horses  to  wear  diapers. 
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And  our  "Off-Hours"  section  reports 
on  a  lady  welder  who  also  finds  time  to 
paint,  sculpt,  write  a  novel  and  plant 
fruit  trees. 

We  love  a  good  zany  story,  like  the  one 
about  the  dog  named  Buckypoo  who  sings 
to  piano. 

We're  full  of  new  shopping  buys,  book 
and  movie  reviews,  and  "how-to's"  on  ev- 
erything from  better  health  to  tomato 
jam. 

And,  in  everything  we  do,  we  get  our 
readers  so  involved,  they  write  back. 

Our  "Letters  to  the  Editor"  section  is 
one  of  our  biggest— and  liveliest.  (We  take 
it  seriously.  We  once  devoted  the  whole 
front  page  to  reader  gripes.) 

And  we  even  run  reader  plebiscites  on 
major  issues. 

That's  what  person-to-person  journal- 
ism does:  We  try  to  find  things  that  will 
make  our  readers  rush  out  to  tell  their 
friends.  And  they  rush  back  with  things 
they  can't  wait  to  tell  us! 

Enjoy  The  Observer  for 
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"cancel"  on  your  bill  and  return  it  with- 
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Mail  the  card  today.  If  the  card  is  miss- 
ing, write:  The  National  Observer,  Box 
2B259,  200  Burnett  Road,  Chicopee, 
Massachusetts  01021. 


come  outdated.  Society  had  not  arrived  at  its  final  resting 
place.  The  division  of  labor  was  by  no  means  limited  by 
the  extent  of  the  exchange  market.  Prices  don't  have 
"three"  parts— at  a  bare  minimun  they  have  four.  The 
fourth?  Only  an  economist  would  hesitate  at  the  answer. 
It  is:  taxes. 

When  Smith  talked  about  taxes— and  he  did  indeed— he 
talked  about  them  in  isolation  from  the  rest  of  his  system. 
The  special  focus  that  Adam  Smith  gave  to  economics 
—its  preoccupation  with  exchange— is  what  leads  it  to  ignore 
taxes,  which  are  not,  after  all,  prices,  because  nothing  is 
exchanged.  In  Smith's  time,  the  18th  century,  this  made 
good  sense:  The  Divine  Right  of  Kings  was  still  taken  for 
granted.  In  the  20th  century,  however,  it  gives  rise  to  a 
crippling  schizophrenia;  in  modern  economics  there  are 
consumers  (who  pay  prices)  and  taxpayers,  who  somehow 
never  seem  to  be  introduced  to  each  other.  In  The  Wealth 
of  Nations,  taxes  are  at  the  back  of  the  book,  neatly  seg- 
regated from  all  the  rest— outside,  "exogenous"  to  the  work- 
ing of  Smith's  system  of  natural  liberty.  The  architecture  of 
The  Wealth  of  Nations  permitted  Smith's  followers  to 
split  his  gem-like  understanding  into  two  parts— econom- 
ics and  public  finance.  As  a  maddening  waitress  says, 
"Sorry,  it's  not  my  table,"  an  economist  says,  "Taxes?  Not 
my  department." 

You  could  get  away  with  this  in  those  days  and 
still  have  an  analytic  system  that  worked  pretty 
well.  The  British  government  was  a  relatively 
small  aflFair,  commanding  about  10%  of  the 
national  product  of  England  and  only  29%  at 
the  fever-pitch  of  the  Napoleonic  War.  Of 
course.  Smith  recognized  that  in  the  very  real  world 
of  1776  the  division  of  labor  wasn't  entirely  limited  by 
the  market:  There  were  soldiers  and  kings  and  light- 
house keepers  who  were  paid  with  taxes.  It's  just  that  in 
building  his  system,  he  pretended  they  didn't  matter, 
for  simplicity's  sake,  we  suppose.  What  Adam  Smith  meant 
was  that  the  division  of  labor  should  be  tied  to  the  mar- 
ket, as  much  as  possible.  Smith  did  not  envisage  the  day 
when  people  could  look  to  do  more  than  protect  them- 
selves—and sometimes  not  even  that.  Smith  wanted  some- 
thing more  humane  than  what  Carlyle  called,  "Anarchy 
with  a  constable"— but  not  much  more. 

Smith  was  in  trouble,  right  from  the  start.  An  early 
warning:  Gamier,  his  French  translator,  argued  that  pub- 
lic education  violated  Smith's  "first  law,"  that  the  division 
of  labor  should  be  governed  strictly  by  the  market.  Why 
spend  public  money,  he  wanted  to  know,  "in  an  attempt 
to  confound  and  blend  together  two  classes  of  labor  [the 
rich  and  the  poor]  which  are  striving  after  division  and 
separation?"  Twenty  years  later,  the  English  government 
let  several  million  people  in  Ireland  starve  during  a  po- 
tato famine  in  the  name  of  Smith's  "first  law." 
And  then  came  Marx. 

The  economists  still  haven't  figured  it  out,  but  Karl 
Marx's  principal  target  was  Adam  Smith,  whom  he  called 
"the  Luther  of  Political  Economy."  Marx  wasn't  founding 
sociology.  Smith  had  done  that.  Marx  was  doing  econom- 
ics, trying  to  rewrite  Smith  (and  not  David  Ricardo  as 
so  many  economists  have  thought)  and  his  basic  argu- 
ment was  that  you  could  make  a  better  world  by  creating 
a  mixed  economy.  Smith  was  wrong,  Marx  claimed— the 
pure-exchange  economy  wasn't  the  culmination  of  hu- 
man history;  it  was  only  one  of  many  possible  states. 
History  wasn't  written  in  four  acts.  "Society  is  no  solid 
crystal,  but  is  an  organism,  capable  of  change  and  is  con- 
stantly changing,"  he  wrote  in  the  preface  of  Kapital. 

Funny  thing:  Marx  was  fundamentally  right  about  the 
nature  of  society,   and  Adam   Smith  was  fundamentally 


wrong.  Society  is  no  solid  crystal;  it  is  more  like  an  or- 
ganism. And  it  has  changed,  and  it  is  changing. 

But  the  economists  don't  know  it.  Stunned  by  the  fury 
of  Marx's  ill-mannered  assault— impressed  with  the  silli- 
ness of  his  notion  that  somehow  the  next  revolution  would 
eliminate  the  division  of  labor— they  scurried  back  to 
Adam  Smith  like  groundhogs  that  had  seen  their  shadow. 
They're  still  there. 

It  seems  odd,  doesn't  it?  A  seemingly  minor  error  in  a 
200-year-old  book.  The  division  of  labor  isn't  limited  by 
the  market.  A  government  can  ordain  it  by  law.  And  yet 
this  omission  is  enough  to  account  for  nearly  all  the  sterility 
and  vacuity  of  modem  economics  in  dealing  with  inflation. 
Economists  don't  look  for  that  fourth  part- the  tax  part- 
in  the  price  of  beans,  because  Adam  Smith  didn't  sug- 
gest it  was  there. 

Marx  tried  to  tell  them— the  old  boy  can  never  quite 
put  his  finger  on  it— but  there  it  is:  "Adam  Smith  once 
more  shies  away  from  the  question  he  has  to  answer, 
the  question  concerning  the  fourth  part  of  the  total  price 
of  the  commodity,  which  is  not  revolved  into  wages, 
profit  or  rent."  Marx  never  did  succeed  in  building  a  sys- 
tem of  classification  that  made  any  sense.  Smith  had 
missed  the  point  and  Marx  knew  it,  but  he  was  power- 
less to  set  it  straight.  No  wonder  he  fussed  and  fumed! 

Yet  Marx's  basic  insights— that  the  pattern  of  social  or- 
ganization changed,  and  probably  would  again— has  trans- 
formed almost  every  field  of  human  study  save  his  own, 
economics.  Linguistics,  political  science,  the  history  of  sci- 
ence, sociology,  theology:  All  these  have  buckled  and 
changed.  But  not  economics. 

Which  is  why  we  nominate  our  scriptwriters  for  the 
Nobel  prize.  They  understood  that  when  taxes  go  up,  so 
will  prices.  This  is  the  precise  opposite  of  what  readers 
of  Adam  Smith— the  economists— expect.  They  actually  ex- 


Wrecking  CUNY 

New  York's  City  University  of  New  York  (CUNY) 
was  from  the  outset  a  lofty  idea.  It  ofiFered  "free" 
(i.e.,  tuitionless)  college  educations  to  New  York's 
residents.  It  played  a  great  leveling  role  by  opening 
higher  education  to  the  bright  children  of  the  poor; 
CUNY  was  reputed  to  produce  more  graduate  stu- 
dents than  any  other  university  in  the  U.S.  It  pro- 
duced brilliant  scientists,  professionals,  businessmen. 

But,  alas,  a  new  wave  of  reformers  came  along 
who  found  CUNY  offensively  elitist.  Why  only  the 
bright  children  of  the  poor?  Why  not  all  the  chil- 
dren of  the  poor?  So  what  if  their  reading  and  writ- 
ing skills  were  below  the  eighth-grade  level?  So 
what  if  student-teacher  ratios  were  skyrocketing? 
Money  would  fix  that.  CUNY  would  hire  remedial 
education  teachers  for  the  less  qualified,  and  more 
professors  for  the  classrooms. 

In  the  end,  by  general  agreement,  this  once-great 
university,  this  once-great  leveler,  was  ruined.  But 
its  costs  soared.  As  late  as  1961,  CUNY  had  91,450 
students;  its  operating  budget  was  $45  million.  By 
last  year  enrollments  were  270,000;  operating  bud- 
get nearly  $540  million— up  1100%.  Of  course,  the 
taxpayer  paid  (with  some  help  from  New  York  City's 
noteholders  who  got  nicked,  too)  and  New  York 
City  was  pushed  by  this,  and  other  bloated  pro- 
grams, to  the  very  brink  of  insolvency. 

Was  it  "inflation"  that  raised  CUNY's  costs— or 
the  diffusion  of  the  costs  of  imposing  1960's  con- 
cepts of  egalitarianism  on  a  simpler  early  20th-cen- 
tury concept  of  equality  of  opportunity? 
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pect  prices  to  fall  when  taxes  go  up.  The  conventional 
wisdom  is  that  tax  rates  have  a  deflationary  impact  on 
prices  and  wages.  Raising  taxes  is  one  of  the  policies 
noniially  recommended  as  a  means  of  "fighting  inflation." 
In  the  modern  world,  this  is  like  destroying  the  village 
in  order  to  save  it. 

It  wouldn't  matter  if  economists  listened  only  to  other 
economists,  if  they  stayed  to  themselves  as  our  teen- 
age astrologers,  the  modem  readers  of  the  mysteries  of 
the  Zodiac,  do.  But  in  fact,  they  are  forever  coming  up 
with  policy  recommendations— and  this  can  lead  to  some 
very  queer  results  when  politicians  listen  to  their  advice. 

Take  the  case  of  the  Organization  of  Petroleum  Ex- 
porting Countries,  for  example.  What  do  you  call  that 
quadrupling  of  oil  prices?  Not  a  tax,  strictiy  speaking  in  the 
parlance  of  classical  economics— though  David  Ricardo 
would  have  insisted  it  was  one— but  a  tax  for  all  practi- 
cal purposes. 

First  note  that  the  OPEC   script  is   about  as 
close  as  you  can  come  to  Honky  Tonk  and 
not  be  in  the  cast.  The  Clark  Gable  role  be- 
longs to  Colonel  QadaflB— a  character  not  even 
a  scriptwriter  could  invent.  The  merchants  are 
the  oil  companies.  "What  do  you  mean  they 
can't  pay  any  more  taxes?  Tell  'em  to  put  up  the  price  of 
oil!"   You  can  almost  hear  it  being  shouted  across   the 
table  in  Teheran. 

What  followed  is  just  what  our  scriptwriters  lead  you 
to  expect.  The  tax  on  oil— you  didn't  want  to  pay  it, 
did  you?— just  like  the  tax  on  beans  in  the  movie,  caused 
the  price  of  oil  and  everything  made  with  it  to  rise.  Sure, 
there  was  a  recession  as  a  result,  but  not  a  recession  with 
the  expected  results.  It  was  an  inflationary  recession,  not 
a  deflationary  one. 

Electricity  up.  Air  fare  up.  Gasoline  prices  up.  Fer- 
tilizer prices  up.  Food  prices  up.  And  pretty  soon,  gen- 
erally, wages  up.  Who  paid?  In  the  end,  we  all  did— 
just  about  everyone.  This  is  diffusion  at  its  clearest. 

Now  ask  yourself:  Did  the  inflation  of  these  prices  real- 
ly have  anything  to  do  with  the  quantity  of  money?  Or 
was  it  the  cost  of  the  big  ideas  of  the  OPEC  gang  leaders 
being  diffused?  Which  word— inflation  or  diffusion— more 
accurately  describes  what  happened?  As  each  individual 
and  organization  strove  to  pass  the  price  increase  on  to 
someone  else,  prices  rose  inexorably.  Could  tight  money 
have  stopped  this  inflation?  Only  at  the  cost  of  unaccept- 
able social  upheaval,  maybe  even  war. 

No  diffusion  for  the  economists.  What  they  saw  was 
inflation,  pure  and  simple.  And  what  do  you  do  with  in- 
flation? Why,  you  fight  higher  prices— with  higher  taxes 
and  tight  money.  That's  what  France  and  Italy  are  doing 
this  very  day,  with  their  new  austerity  programs.  But 
their  inflation  doesn't  get  better. 

So,  in  September  1974,  a  year  after  OPEC's  monster  tax 
increase,  after  a  series  of  "summit  meetings"  on  inflation 
in  which,  virtually  to  a  man,  the  nation's  best  economists 
failed  to  see  that  the  OPEC  nations  had  simply  upped  the 
tax  on  oil.  President  Ford  came  out  with  a  proposal  for  an 
income  tax  surcharge  to  fight  inflation. 

The  economists'  (and  the  President's)  logic  was  this: 
There  were  too  many  dollars  chasing  too  little  oil  (and 
other  things).  Therefore,  the  trick  was  to  tax  that  excess 
purchasing  power  out  of  American  pockets,  thereby  damp- 
ing aggregate  demand,  and  causing  prices  to  fall.  Nobody 
stopped  to  think  that  this  was  precisely  what  the  OPEC 
nations  had  already  done  and  that  the  result  was  a  wild 
binge  of  cost  "pushing"— of  diffusion— as  people  tried 
to  recover  that  lost  purchasing  power  from  the  next  man 
down  the  line.  Why  not  expect  an  equally  enthusiastic 


binge  of  "shifting"— of  diffusion— when  Washington  levied 
a  tax  increase  of  its  own  to  fight  the  OPEC  levy? 

In  fact,  that  was  exactly  what  happened  when  Wash- 
ington tried  to  check  inflation  with  an  income  tax  sur- 
charge in  1968.  The  10%  hike  was  actually  about  the  same 
size  bill  to  the  average  American  as  the  OPEC  increase- 
it  picked  about  $11  billion  out  of  U.S.  pockets  in  its  first 
year  (in  1969  dollars),  vs.  the  $15-billion  incremental 
increase  in  our  oil  import  bill  in  1974.  The  result  was 
exactly  the  same:  a  heightened  tax-price  spiral  culminating 
in  our  first  bout  of  "stagflation." 

Okay,  you  may  admit,  a  sharp  excise  tax  hke  the  OPEC 
one  might  be  passed  by  one  party  to  the  next  like  a  hot 
potato.  But  that's  only  one  kind  of  a  tax.  You  can't  diffuse 
an  income  tax.  It  always  sticks  where  it's  placed. 

Or  so  the  economists  say.  Prominent  among  their  "cer- 
tainties" is  the  conviction  that  the  personal  income  tax  is 
not  diffused.  There  are  libraries  full  of  equations,  com- 
puters full  of  regressions,  to  "prove"  the  point.  But  so  far 
as  we  know,  there  hasn't  been  a  single  attempt  to  test  the 
cases  using  real  world  data  since  the  income  tax  was 
instituted. 

But  common  sense  and  everyday  observation  says:  Yes, 
we  all  do  our  damdest  to  pass  the  hot  potato  to  some- 
one else.  Either  you  got  a  raise  from  your  boss— and 
socked  him  with  your  OPEC  tax— or  else  you  sold  your 
second  car.  Maybe  you  got  the  raise  and  sold  your  car, 
because  your  Social  Security  went  up,  too.  This  may  not 
be  in  Adam  Smith,  but  it  happens  all  the  time.  Another 
example:  For  most  people  an  increase  in  withholding  taxes 
is  like  a  wage  cut  and  they  will  try  to  recover  it.  What 
is  meaningful  to  them  is  their  take-home  pay;  the  rest  is 
just  theory. 

How  about  corporate  income  taxes?  There  is  a  rich 
debate  among  economists  about  this  one.  Some  say  yes; 


Saving  The  Kangaroo  Rats 

Kaiparowits  Plateau  is  a  desolate  hunk  of  south- 
ern Utah  where  four  utilities  started  planning,  way 
back  in  1963,  to  build  a  huge  coal-fired  generating 
station.  The  station  would  have  provided  relatively 
inexpensive  electricity  for  several  million  people  in 
the  fast-growing  Southwest.  Moreover,  it  would  have 
created  several  thousand  jobs  in  economically  de- 
pressed southern  Utah.  Environmentalists,  aided  by 
movie  idol  (and  part-time  Utah  resident)  Robert 
Redford,  blocked  the  project.  They  complained, 
among  other  things,  that  it  would  harm  fish  in  nearby 
Lake  Powell  and  disturb  the  kangaroo  rats  and 
desert  tortoises  who  live  on  the  Plateau— to  say 
nothing  of  the  tourists  in  the  Grand  Canyon.  Local 
residents,  tired  of  high  unemployment,  supported 
the  utilities;  townsfolk  went  so  far  as  to  bum  and 
hang  actor  Redford  in  effigy.  But  rather  than  fight 
further  and  watch  helplessly  as  constmction  costs 
soared,  the  utilities  capitulated  last  April;  the 
Kaiparowits  plant  won't  be  built;  the  electricity 
won't  be  produced,  the  jobs  won't  be  created. 

Perhaps  the  environmentalists  were  right;  perhaps 
they  weren't.  But  did  anybody  calculate  the  cost  of 
their  victory  in  terms  of  higher  electricity  costs, 
greater  imports  of  OPEC  oil  and  iniemployinent 
and  welfare  checks  for  the  unemployed  of  the  area? 
These  costs  get  diffused  through  the  entire  tax  and 
price  structure  and  end  up,  sooner  or  later,  in  every- 
body's living  costs.  These,  too,  help  to  cause  what 
we  call  inflation.  They  may  not  be  obvious.  But 
that  does  not  mean  they  don't  exist. 
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some  say  no,  because  the  unions  wouldn't  let  them.  (And 
if  the  corporations  are  letting  the  unions  diflFuse  their 
members'  personal  taxes?)  Here,  too,  we  see  diffusion. 
If  taxes  cut  the  return  on  capital  below  an  acceptable 
rate,  businessmen  eventually  disinvest.  They  don't  repair 
their  plant  and  equipment.  They  use  their  depreciation 
money  to  invest  in  other  businesses.  In  the  long  run,  cor- 
porate income  taxes,  like  all  other  taxes,  get  passed  on  in 
the  form  of  higher  prices.  In  the  same  way  executives 
can  move  to  another  job  where  the  employer  will  pay 
them  more  to  counter  higher  taxes.  Doctors  and  lawyers- 
most  professionals,  in  fact— can  simply  raise  their  fees. 
Workingmen  can  always  strike. 

Indeed,  economists  sometimes  even  notice  these  things 
for  themselves.  A  trio  of  English  economists— Dudley  Jack- 
son, H.A.  Turner  and  Frank  Wilkinson— have  observed 
that  the  inflation  of  prices  in  England  took  oflF  just  about 
the  time  that  the  income  tax  net  began  to  dip  into  the 
pockets  of  the  British  worldngman  for  the  first  time.  Pay 
demands  and  strike  days  skyrocketed,  then  wage  bills, 
then  prices.  Lord  Kaldor,  one  of  the  architects  of  En- 
gland's soak-everyone  policy,  noted  as  much  in  his  Presi- 
dential Address  to  the  Royal  Economic  Society  a  couple 
of  months  ago.  The  great  worldwide  inflation  of  the  late 
1960s  couldn't  be  correlated  either  with  excessive  mon- 
ey supply  or  excessive  demand,  he  said;  it  was  possible, 
after  all,  that  it  owed  to  sharply  rising  taxes.  So  Kaldor 
is  beginning  to  listen  to  Clark  Gable,  and  the  British  gov- 
ernment is  cutting  taxes  to  reduce  wage  demands. 

When  we  mentioned  the  Enghsh  experience  to  a  cele- 
brated expert  on  inflation,  and  asked  whether  a  similar 
wage-tax  spiral  might  have  been  at  the  root  of  the  unprece- 
dented upsurge  of  wages  and  prices  in  the  U.S.  after  World 
War  II,  he  seemed  surprised.  "Gee,  I  don't  know.  I  never 
looked  at  that  old  historical  data,"  he  said.  Old?  Just  30 
years  ago?  Does  history  mean  nothing  to  economists? 

Even  the  most  original  of  economists  are  confused.  For 
example,  consider  the  following  sequence:  John  Hotson,  a 
professor  at  the  University  of  Waterloo,  wrote  in  a  techni- 
cal journal  five  years  bacik,  "Might  not  the  price-in- 
creasing effects  of  higher  interest  rates  and  higher  tax 
rates  outweigh  their  price-reducing  effects?"  Hotson  was 
boldly  challenging  the  policies  urged  upon.successive  gov- 
ernments both  by  Keynesians  and  monetarists.  He  was 
wondering  whether  ordinary  people  woiildn't  look  for  ways 
to  make  somebody  else  pay  when  their  taxes  went  up 
or  when  they  had  to  pay  higher  interest  rates.  Heresy! 
Hotson's  suggestion  was  shot  down  with  a  barrage  of 
mathematical  equations  in  a  pamphlet  from  the  pen  of 
Princeton  economist  Alan  Blinder,  and  Hotson's  note  was 
filed  away. 


^^k  I  ext.  Blinder  sat  down  with  Robert  Solow  of 
l^^k  I  the  Massachusetts  Institute  of  Technology  to 
1^^^  I  explain  the  economics  of  taxation  to  the  profes- 
I  ^^^1  sional.  In  it,  he  came  close  to  our  scriptwriters' 
I  ^H|  (and  Hotson's)  version  of  things.  He  wrote: 
■  ^^  ".  . .  most  taxes  are,  in  the  long  or  short  run, 
incorporated  into  business  costs  and  therefore  (at  least 
partially)  passed  on  to  consumers  in  the  form  of  high- 
er prices." 

Then,  four  months  later,  about  the  time  of  the  summit 
meetings  on  inflation,  with  Nixon  out  of  the  White  House 
and  double-digit  inflation  on  the  front  page  instead,  MiTs 
Solow  sat  down  without  Blinder  to  explain  inflation  to 
the  unwashed,  in  a  piece  called  "An  Intelligent  Citizen's 
Guide  to  Inflation,"  in  the  quarterly  The  Public  Interest 

Carefully,  Solow  rehearsed  the  conceptual  apparatus  of 
economics  for  talking  about  inflation.  It  was  a  matter  of 
all  prices  rising  at  once,  he  said.  Something  hke  OPEC 


wasn't  really  inflation,  he  said;  it  was  a  relative  price  shift. 
The  price  of  oil  climbed,  relative  to  other  things,  and  so 
the  OPEC  nations  were  better  off  and  we  were  worse  off. 

Providing,  of  course,  that  everyone  absorbed  the  OPEC 
price  increase;  that  no  one  succeeded  in  passing  it  on.  But 
in  the  real  world,  this  wasn't  what  happened.  The  U.S. 
raised  the  price  of  food,  thus  passing  on  to  food-importing 
nations  part  of  the  burden  of  the  higher  oil  prices.  The 
industrial  nations  all  raised  the  price  of  their  exports,  thus 
recapturing  part  of  what  they  lost  to  OPEC.  In  the  end, 
the  biggest  sufferers  were  the  poor  nations  of  the  world, 
who  had  few  exports  on  which  they  could  raise  their 
prices.  The  script  went  like  this:  Some  Arabs  got  dis- 
gustingly rich  and  all  Arabs  benefited  from  an  expanded 
pubhc  sector.  Americans  got  a  trifle  poorer;  and  people 
in  India  and  other  poor  countries  skipped  yet  another  meal 
to  pay  for  the  Shah's  air  force. 

In  short,  those  who  could  pass  on  the  OPEC  tax  did. 
And  so  with  all  other  taxes.  They  tend  to  get  diffused 
through  the  entire  price  structure  rather  than  simply  stick- 
ing with  the  intended  taxee.  Why  not,  therefore,  expect 
that  when  the  price  of  the  U.S.  public  sector  increases, 
so  will  the  price  of  everything  else? 

So,  there  you  have  the  difference  between  inflation  and 
diffusion.  It  is  more  than  a  purely  theoretical  distinction 
because  it  has  very  practical  consequences  in  the  way  we 
look  at  the  world.  Certainly  we  need  monetary  theory  and 
monetary  discipline.  Certainly  we  need  Milton  Friedman, 
an  eminently  decent  and  intelligent  man.  By  the  same 
token,  ff  we  have  a  headache  we  need  aspirin,  but  when 
the  headache  persists  we  need  to  know  what  causes  it. 
Perhaps  what  we  need  to  cure  the  headache  is  new  eye- 
glasses. And  that  is,  essentially,  what  we  are  proposing:  A 
new  set  of  eyeglasses  for  looking  at  the  economic  world. 

Adam  Smith  hoped  to  do  for  economics  what  Isaac 
Newton  had  done  for  physics.  Marx  thought  of  himself 
as  an  economic  Darwin.  Both  succeeded— and  both  failed. 
Owe  guess  is  the  next  man  up  in  economics  wfll  envy  the 


When  Business  Levies  Taxes 

ANYO>fE  who  has  traveled  to  South  Korea,  Hong 
Kong,  Colombia  cannot  help  but  be  impressed  by 
those  countries'  ultramodern,  highly  productive  ap- 
parel factories.  The  difference  between  their  gar- 
ment businesses  and  ours  isn't  in  the  machines,  but 
in  the  labor.  Lady  garment  workers  in  lesser  devel- 
oped countries  earn  a  few  dollars  weekly.  Here  they 
earn  a  decent  wage. 

For  this  reason  our  Government  has  for  many 
years  maintained  a  compUcated  set  of  foreign  ap- 
parel import  quotas  and  tariffs,  aimed  at  equalizing 
the  retail  prices  of  other  countries'  garments  and 
our  own.  This  protectionism  keeps  the  domestic  gar- 
ment manufacturers  in  business,  and  so  helps  keep 
hundreds  of  thousands  of  Americans  off  the  dole. 

This  is  reasonable  poUcy.  But  it  has  a  price.  Pro- 
tectionism levies  a  tax  on  the  U.S.  consumer;  he 
could  fill  his  family's  clothing  needs  at  a  lower  cost 
if  we  allowed  foreign  garments  to  flow  freely  into 
our  markets.  Every  one  of  us  pays  a  kind  of  tax  to 
keep  the  apparel  industry  at  home  and  the  gar- 
ment workers  at  work. 

Our  own  Alexander  Hamilton  argued  that  taxa- 
tion of  U.S.  citizens  through  import  duties  was  a 
small  price  to  pay  for  capital  accumulation.  In  the 
end,  when  you  "protect"  a  domestic  industry  you 
tax  domestic  consiuners,  and  that  tax— like  all  costs- 
gets  diffused  through  the  economy. 
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Listen  carefully  when  an  independent 
insurance  agent  or  broker  hails  you  and 
starts  talking  about  insurance  in  the  sea- 
faring tradition  for  your  business.  You  will 
hear  about  quality  insurance  coverage  — 
from  Atlantic. 


We  learned  133  years  ago  that  the  sec 
farers  who  plied  the  oceans  of  the  worl 
wanted  insurance  from  a  company  th« 
knew  its  policyholders'  business.  They  alsi 
expected  quick  and  thorough  service 
prompt  and  ungrudging  claims  settlemenl 
and  the  security  of  an  insurer  which  back 
each  policy  with  well-harbored  resourc 
They  appreciated  our  "policyholders  first 
attitude. 

Aren't  these  the  things  you  want  fror 
your  insurer? 

Today,  through  independent  agents  an 
insurance  brokers,  we  write  business  insui 
ance  in  the  seafaring  tradition  all  over  th 
United  States. 

Our  "Safeguard"  program  can  be  ta 
lored  to  encompass  the  needs  of  your  largl 
or  small  business  in  an  economical  package 
This  can  include  general  liability,  catastrc 
phe  umbrella,   business  interruption  an 
other  special  coverages  suiting  your  needi 
Our  workers'  compensation  protection  wi ' 
round  out  your  program  of  quality  insui  j 
ance. 

If  your  business  involves  transportation 
of  goods,  you'll  also  be  glad  to  know  thi 
Atlantic  is  still  underwriting  all  forms  cj 
marine  insurance  — in  the  seafaring  tra< 
tion,  of  course. 


^Tj/ie  C?vtdmlic  Wo?n/icmied 

Atlantic  Mutual  Insurance  Company  •  Centennial  Insurance  Company 

InsurcUKe  In  the  seafaring  tradition  since  1842 
Home  Office:  Atlantic  Building,  45  Wall  Street.  New  York,  N.Y.  10005 


■success  of  Thomas  Kuhn  in  parsing  the  structure  of  sci- 
■entific  revolutions,  for  it  is  Kuhn  who  will  philosophical- 
Bly  dominate— down  deep— our  age  as  thoroughly  as  Charles 
Darwin  did  the  19th  century  and  Newton  the  18th.  It 
is  Kuhn  who  teaches  us  that  when  knowledge  and  ex- 
perience outgrow  existing  theory,  then  we  need  new  the- 
ories to  enable  us  to  understand  better  the  new  knowledge 
and  experience.  What  we  need  in  economics  is  new  the- 
ory to  help  us  understand  our  own  Public  Revolution— 
which  neither  Smith  nor  Marx  nor  even  Keynes  could  have 
foreseen.  A  new  kind  of  eyeglasses,  as  it  were,  to  replace 
the  old  bifocals. 

And  while  we're  waiting  for  some  genius  to  come  along? 
(He  may  only  be  five  years  old  today.)  To  be  sure,  only 
a  paradigm  replaces  a  paradigm;  only  a  fully  reasoned 
new  theory  can  supplant  the  sterile  Quantity  Theory  of 
money  that  has  led  us  blindfolded  to  what  seems— at  least 
to  us— to  be  the  edge  of  a  cliff. 

It  does  not  seem  too  much  to  ask  that  even  economists 
recognize  that  almost  half  of  our  costs  have  nothing  to 
do  with  a  market  economy.  And  here  we  are  not  talking 
just  about  taxes.  The  cost  of  pollution  controls  is  in 
this  class.  So  is  the  growing  cost  of  malpractice  and  lia- 
bility claims  in  general.  The  next  economist  who  divides 
the  tax-take  by  the  GNP  and  announces  that  the  share 
of  the  national  wealth  that  the  Federal  Government  spends 
has  been  stable  at  around  20%  for  20  years  should  be  sued 
himself  for  malpractice.  He  is  forgetting  state  and  local  gov- 
ernment and  all  manner  of  new  social  legislation  and  social 
custom.  These  off-balance-sheet  items— most  of  them  leg- 
islated in  the  last  15  years— add  at  least  another  10% 
of  GNP  to  the  government  side.  And  of  course,  a  sub- 
stantial proportion  of  corporate  profits— where  profits  are 
used,  not  to  pay  dividends  or  interest  or  to  renew  machin- 


ery, but  to  expand  for  the  future— should  be  accounted 
here,  too. 

While  we  await  the  new  paradigm,  what  conclusions 
can  we  draw  from  recognizing  that  what  we  are  experi- 
encing is  not  so  much  inflation  as  it  is  diflFusion?  Nothing 
in  a  thousand  years  of  Western  history  suggests  that  the 
Public  Revolution  can  be  reversed— there's  not  even  much 
that  suggests  that  we  might  want  it  to  be.  The  ques- 
tion is,  can  it  be  slowed,  stabilized?  Markets,  after  all, 
and  the  currencies  on  which  they  depend  for  communica- 
tion, are  as  delicate  and  intricate  ecosystems  as  any  fea- 
ture of  the  natural  world.  Once  disrupted,  they  are  not 
easy  to  restore.  Can  the  juggernaut  of  spending  on  public 
goods  be  stopped?  Can  we  develop— not  a  "fiscal  sociology" 
as  Schumpeter  wanted— but  a  fiscal  ecology? 


Our  tentative  answer  is  yes:  The  growth  of  the 
public  sector  can  be  slowed,  brought  into  line 
with  the  rest  of  society's  growth.  Clark  Gable's 
posse  is  big  enough,  or  close  to  it.  It's  some- 
thing we  wanted;  it's  something  we  got.  We 
must  understand  that  from  now  on,  each  new 
social  gain  will  be  paid  for  in  the  price  of  beans.  Our 
hunch  is  that  most  Americans  intuitively  understand  this; 
it  is  the  economists,  and  the  politicians  who  listen  to 
them,  who  do  not. 

So  the  next  time  someone  tells  you  that  we've  learned 
to  lick  inflation— that  the  Phillips  Curve  is  It;  or  that  it's 
simple  to  whip  inflation— just  control  the  money  supply;  ask 
them:  What  about  the  general  level  of  taxes? 

Our  movie  hero  understood  it  very  well:  "What  do  you 
mean  they  can't  pay  any  more  taxes?  Tell  'em  to  put  up 
the  price  of  beans."  ■ 


fheSankyo 
Micro-Mini  Tape 
Recorder  is  not  Sor 
9  to  S  people. 

You'll  be  home  late  again,  tonight.  And  tomorrow 
morning  you'll  be  catching  the  eight  o'clock  flight.  People 
with  a  schedule  like  yours  need  a  Sankyo  Micro-Mini 
MTC-10  Tape  Recorder, 

It's  so  easy  to  use.  It  weighs  just  12  ounces  and  fits  into 
your  palm,  pocket  or  attache  case.  However,  when  combined 
with  the  optional  Transcriber,  it  makes  what  is  probably 
the  most  inexpensive  dictating  machine. 

It  has  a  Capstan  Drive  system  that  allows  you  to 
record  a  full  60  minutes . . .  not  30  like  many  others.  It  has 
a  built-in  condenser  microphone,  noise  filter,  and 
pushbutton  operation  for  play,  record,  fast  for\/ard/cue, 
rewind/review,  pause,  and  stop. 

When  you  add  the  optional  Sankyo  MTC-lOA 
Accessory  Pack  which  includes  a  telephone  pick-up,  tie- 
pin  microphone,  remote  microphone,  AC  adaptor,  short 
plug  and  carrying  case  you  add  even  more  ways  to  use  the 
Micro-Mini. 

The  Sankyo  MTC-10  Micro-Mini  Tape  Recorder:  it  may 
not  be  for  9  to  5  people . . .  but  it's  certainly  for  you.  Visit 
yom-  neai'est  Sankyo  dealer. 

mmt 

I 
I 
I 

! 
I 


Sankyo  Seiid  (Amorica}  Inc. 

149  FMth  Avenue,  N«w  York,  N.Y,  10010 

Please  send  comptete  Micro-MJni  information. 

Name 

Address 
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Faces  Behind  the  Figures 


A  Close  Call 

You  REMEMBER  Anthoiiy  O'Reilly. 
He's  the  onetime  Irish  rugby  star,  now 
40,  who  garnered  reams  of  publicity 
three  years  ago  when  he  became  chief 
operating  officer  at  HJ.  Heinz,  Pitts- 
burgh's $2-billion-a-year  food  proces- 
sor. Besides  his  Gaelic  charm,  O'Reilly 
made  headlines  because  of  his  $7- 
million  personal  fortune— and  the  fact 
that  he  supplemented  his  Heinz  chores 
by  shuttling  back  to  the  "ould  sod" 
on  weekends  to  moonlight  on  his  in- 
vestments there. 

These  days,  however,  O'Reilly  is 
spending  much  more  time  in  Pennsyl- 
vania. Why?  For  one  thing,  Fitzwilton 
Ltd.,  the  base  of  his  Irish  empire, 
came  embarrassingly  close  to  bank- 
ruptcy during  the  past  year.  "What 
we've  gone  through,"  he  explains,  ac- 
centing the  positive,  "is  really  just  a 
highly  successful  asset  disposal  and 
capital  reconstruction  program." 

Call  it  what  you  will,  Fitzwilton  to- 
day is  far  from  the  freewheeling  Hi- 
bernian conglomerate  O'Reilly  vowed 
to  create.  Between  1971  and  1973  he 
and  two  cofounders  parlayed  a  small 
textile  business  into  a  holding  com- 
pany with  total  capital  of  nearly  $100 
million,  huge  on  the  Irish  scale.  Among 
other  things,  it  owned  a  flagship  Dub- 
lin office  block,  two  fertilizer  firms, 
20%  of  a  fast-growing  insurance  busi- 
ness, a  British  drug  wholesaler  and 
21%  of  Pittsburgh-based  National 
Mine  Service  Co.— a  stake  in  the  po- 
tential of  U.S.  coal. 

But  like  most  leveraged  conglomer- 
ators,  O'Reilly  got  caught  in  the 
money  crunch  of  1974  and  1975.  "We 
were  too  deeply  in  debt  [to  the  tune 
of  over  $50  million],"  he  concedes.  In 
the  middle  of  last  year,  Fitzwilton's 
bankers— among  them  Mellon  Nation- 
al—became a  bit  disagreeable.  "We 
were  paying  European  interest  rates 
of  16%  and  17%,"  O'Reilly  continues. 
"They  didn't  force  us  to  sell  out;  they 
just  said  that  bill  was  too  high." 

To  make  matters  worse,  the  world 
fertilizer  market  slumped  badly. 
"When  the  Moroccans— who  control 
world  rock  phosphate  exports— tried  to 
emulate  the  oil  producers  and  put  the 
price  up  from  $14  to  $65  a  ton,  our 
earnings  fell  into  acute  disarray," 
O'Reilly  explains.  Fitzwilton— unlike 
most  U.S.  fertilizer  firms— didn't  have 
its  own  raw  material  supplies. 

O'Reilly  was  soon  romancing  pro- 
spective   buyers— no    easy   task:    "We 


O'Reilly  of  Heinz:  His  fancy  footwork  kept  his  Irish  holding  company  afloat. 


were  selling  in  bad  markets,  and  our 
indigence  was  advertised  rather  wide- 
ly." Fitzwilton's  management  also 
changed.  Its  chairman,  known  for  an- 
nual stockholders'  letters  that  paro- 
died James  Joyce,  was  replaced  by  an 
ex-Aer  Lingus  man  able  to  break  bad 
news  less  obliquely. 

Fortunately,  Fitzwilton's  drug  and 
insurance  holdings  sold  quickly.  The 
Irish  coal  board  bought  some  of  its 
real  estate.  Britain's  ICI  snapped  up 
one  fertilizer  business,  and  Williams 
Cos.'  Agrico  subsidiary  paid  $10  mil- 
lion for  a  50%  stake  in  the  other. 
Chessie  System  bought  the  NMS  stock 
for  $19  million  cash,  allowing  Fitzwil- 
ton to  book  a  profit  of  nearly  $10 
million.  Those  deals,  concluded  last 
month,  helped  the  company  pay  its 
debts  and  cover  operating  losses.  To- 
day it  is  healthy,  but  with  little  more 


than    the    fertilizer    partnership,    the 
original    textile    operations,    Ireland's] 
Coca-Cola   franchise   and   a   construc- 
tion  business- quite  a  comedown   forj 
a  onetime  multinational. 

O'Reilly  isn't  down  to  his  last  dol-^ 
lar,   though.   His  7%  interest   in   Fitz- 
wilton is  still  worth  six  times  his  orig- 
inal  $100,000  investment.    Not   (juite 
the  3,400%  profit  he  once  claimed,  but  \ 
no   loss   either.    His   other   Irish   hold-  j 
ings,    chiefly    newspapers,    are    doing  I 
well.  A  $261,000  salary  and  nearly  $1  \ 
million    in    Heinz   stock    keep    his    six  j 
children   in   proper  style.   But   it   was  |i 
close  for  a  while.  "This  was  like  fourth  '^\ 
down  and  three,"  O'Reilly  concludes.  :, 
"Instead  of  punting,  we  ran  and  we  ^| 
made  it.  That  gives  me  as  much  sat-|' 
isfaction   as   anything   I've  e\er  beetiji, 
involved  in."  Leave  it  to  Tony  O'Reillyf 
to  find  the  silver  lining.    ■ 
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Look  down^ 
America. 


At  Monsanto's  "America  The 
Beautiful"  pavilion  in  Walt  Disney 
World,  everyone  was  looking  up. 

No  wonder.  A  dazzling 
nine-  screen  movie  in  the  round 
held  everyone  spellbound.  Meanwhile,  imder  their  very  feet, 
a  great  performance  went  unnoticed . 

Acrilan®  2000+  carpeting  made  of  solution-dyed  Acrilan 
acrylic  fiber  by  Monsanto.  After  fifteen  million  people,  it  was 
nearly  like  new. 

Acrilan  2000+  carpets  are  not  only  abrasion-resistant 
and  stain-resistant,  but  heavy  traffic  won't  wear  the  color  off 
Because  the  color  isnk  on.  It's  in,  all  the  way  through  for 
long-lasting  good  looks. 

This  same  solution-dyed  Acrilan  fiber  is  used  to  make 
carpeting  designed  for  home  and  non-residential  installations. 
Both  indoors  and  out,  it  offers  performance  and  versatility. 

If  you  visit  our  pavilion  at  Walt  Disney  World,  look  down 
before  you  look  up. 

And  see  a  great  performer  from  Mnnc;i  n tn 

the  science 
company. 

FOR  OUP  LATEST  ANNUAL  REPORT 

WRITE  B3  MONSANTO  COMPANY 

800  N.  LINDBERGH  BLVD 

ST  LOUIS.  MO  63166 


VISIT  MONSANTO'S  'AMEPICATHE  BEAUTIFUL'  SHOW  AT  WALT  DISNEY  WOPLD  IN  FLOPIDA  IT'S  OUR  BICENTENNIAL  SALUTE  TO  THIS  GREAT  LAND 
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Employees? 
Or  Partners? 

Frank  Borman,  the  48-year-old  ex- 
astronaut  with  the  "straight-arrow" 
image,  and  now  chief  executive  of- 
ficer of  Eastern  Air  Lines,  still  tends 
to  talk  in  astronaut  imagery.  Says  he: 
"There  must  be  some  feedback  loop 
that  relates  the  productivity  of  ef- 
ficiency of  an  organization  with  its 
ability  to  pay  people."  That  means 
his  hard-pressed  airline  can't  afford 
raises  unless  its  employees  earn  them. 

Eastern,  the  nation's  fourth-largest 
airline,  has  lost  some  $90  million  in 
the  past  three  years,  has  half  a  billion 
dollars  in  long-term  debt  and  heavy 
cash  commitments  for  loan  repay- 
ments and  aircraft  leases. 

This  past  year  Eastern  was  able  to 
avoid  defaulting  on  its  bank  loan 
terms  and  to  postpone  repayment  of 
$75  million  of  debt  largely  because 
Borman  persuaded  almost  all  of  East- 
em's  33,500  employees  to  agree  to  a 
freeze  on  wage  and  salary  increases 
in  1976.  In  return,  they  had  their 
choice  of  sharing  in  any  Eastern  prof- 
its over  a  five-year  period  or  receiving 
warrants  to  buy  common  stock. 

That  wage  freeze  has  been  an  im- 
portant factor  in   the   sharp  earnings 


Borman  of  Eastern  Air  Lines 

improvement  that  Eastern  is  having 
this  year,  contributing  30%  of  the  air- 
line's $48.4-million  nine-month  profit. 
Borman,  whose  own  energetic  in- 
volvement in  the  company  has  ex- 
tended to  performing  as  its  pitchman 
on  national  TV  ads  and  helping  check 
baggage  at  the  Miami  airport  during 
the  holiday  rush,  now  wants  to  take 
the  share-the-risk/reward  concept 
one  step  further.  He's  proposing  that 
beginning  next  year  Eastern's  work- 
ers allow  3.5%  of  their  wages  to  be 
withheld  over  the  next  five  years  as  a 
profit  insurance  fund.  If  operations  in 
any  year  don't  produce  a  profit  of  at 
least  2%  of  revenues,  the  fund  would 
be  used  to  make  up  the  difFerence.  On 
the  other  hand,  if  total  corporate  earn- 
ings topped  that  goal  the  employees 


could    get    that    3.5%    back    double. 

Borman  will  have  to  use  all  of  his 
wholesome  hucksterism  to  get  East- 
em's  18,500  union  workers  to  accept 
his  new  proposal.  Union  representa- 
tives say  many  of  their  members  be- 
lieve they  already  have  done  enough 
with  the  wage  freeze. 

Borman's  straight-shooter  approach 
so  far  has  won  the  respect  of  the  un- 
ion leaders,  but  if  he  continues  to 
push  such  novel  programs,  it  could 
create  labor  problems.  One  union  of- 
ficial even  suspects  that  Bor- 
man's headline-catching  innovations 
are  prompted  by  political  ambitions. 
But  then  union  oflBcials  keep  their 
jobs  by  getting  raises,  not  by  keeping 
companies  healthy,  so  what  would 
you  expect  a  union  leader  to  say?  ■ 


♦♦ 


''We're  Just 
IMot  Buying  .  .  J 

"We're  not  trying  to  bypass  Wall 
Street,"  says  Exxon  Senior  Vice  Presr- 
dent  Jack  F.  Bennett.  He  puts  it 
more  delicately:  "We're  just  not  buy- 
ing their  underwriting  services  on  this 
issue." 

"This  issue"  is  a  comparatively 
small  (for  Exxon)  $54.9-million  tax- 
exempt  pollution  control  bond  that 
the  world's  largest  oil  company  is  sell- 
ing itself  by  the  "Dutch  auction" 
method  rather  than  using  Morgan 
Stanley— Exxon's  investment  bankers 
for  the  past  30  years. 

In  a  Dutch  auction,  bonds  are 
awarded  directly,  at  the  highest  ac- 
cepted yield,  to  bidders  who  stipulate 
the  face  amount  desired.  This  is 
a  procedure  Bennett  helped  intro- 
duce at  the  U.S.  Treasury,  where  he 
served  as  Deputy  Under  Secretary 
and  later  Under  Secretary  from  1971 
to  1975.  Similar  competitive  bidding 
has  been  used  on  occasion  by  other 
heavy  borrowers— like  utilities— but 
never,  as  in  this  case,  without  a  man- 
aging underwriter  who  distributes  the 
entire  issue.  Small  investors  need  not 
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apply,  however.  Exxon's  minimum  bid 
is  $100,000.  Only  in  secondary  trad- 
ing can  the  public  buy  this  new  Ex- 
xon debt  in  $5,000  units. 

Bennett  hopes   the  resultant   inter- 
est cost  to  Exxon  will  be  lower  than 

Bennett  of  Exxon 


the  combined  interest  cost  plus  un- 
derwriting fee  would  have  been  un- 
der the  customary  negotiated  rate  sys- 
tem. If  it  works,  he  goes  on,  Exxon 
may  sell  all  its  corporate  debt  this 
way.  Exxon's  debt  (now  $3.8  bil- 
lion) has  been  growing  at  about 
$400  million  a  year  to  help  fuel  capi- 
tal spending  that  has  doubled  to  $4.5 
billion  since  1973.  That  has  meant  big 
underwriting  fees.  Not  surprisingly, 
Morgan  Stanley  President  Robert 
Baldwin  terms  the  situation  "very  ser- 
ious." It's  no  secret  that  other  top 
credit  corporations  are  watching  Ex- 
xon's experiment  very  closely. 

Some  Wall  Streeters  accuse  Ex- 
xon of  bluffing.  It  is  one  thing  to  try 
a  Dutch-auction-sale  when  the  wind 
is  at  your  back  and  interest  rates  are 
declining  as  at  present,  they  say.  And 
it  is  quite  another  to  do  .so  when  in- 
terest rates  are  rising  and  potential 
investors  are  more  disposed  to  wait 
for  even  juicier  rates  from  someone 
el.se. 

Bennett's  answer:  "We're  not  paid 
to  loaf.  We're  paid  to  do  the  best 
job  we  can  do  for  the  company  fi- 
nancially." Bypassing  by  any  other 
name  is  still  bypassing.    ■ 
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Frank  B.  Hall 

could  chai^ 

your  plans. 


We  help  make  pension 
programs  more  effective 
management  tools. 

The  new  Pension  Reform  Act 
places  heavy  compliance  demands  on 
American  employers.  In  many  cases, 
pension  plans  have  gotten  out  of  con- 
trol. You  need  imaginative,  innovative 
help  to  bring  them  back  into  focus. 

As  retirement  plan  specialists. 
Hall  has  assisted  hundreds  of  domestic 
and  multinational  companies  design, 
cost,  implement,  administer  and  com- 
municate details  of  revitalized  pension 
plans.  We  offer  complete  administra- 
tive and  actuarial  services,  research 
and  technical  releases,  communica- 
tions, and  SPACE— the  most  com- 
preKensive  computer  records-keeping 
system  available  today. 

We  pioneered  international  pen- 
sion design  over  25  years  ago.  And 
have  been  helping  buisinesses  find 
better  solutions  since  1862.  Perhaps  we 
can  help  you. 


Offices  in  61  major  cities  here  and 
abroad. 

For  complete  information,  call  or 
write  Albert  J.  Tahmoush,  President, 
Frank  B.  Hall  &  Co.,  Inc., 
549  Pleasantville  Road,  Briarcliff 
Manor,  N.  Y.  10510.  (914)  769-9200. 


When  you  need  a  better  solution. 


Faces  Behind  the  Figures 


Paul  F.  Oreffice  of  Dow 


Is  25%  So  Bad? 

The  big  institutional  investors  and 
their  friends  on  Wall  Street  are  still 
playing  the  same  old  game— call  it 
the  quarterly  earnings  step-up  game. 
Here's  Dow  Chemical,  one  of  The 
Street's  darlings— and  rightfully  so— 
and  Dow's  third-quarter  earnings  slip 
below  expectations  (90  cents  per 
share  vs.  $1.16  last  year).  Whoosh! 
Dow  drops  eight  points  in  a  few 
weeks;  that's  almost  $1.5  billion  on 
its  185  million  shares.  Such  are  the 
ways  of  an  overinstitutionalized  stock 
market. 

For  the  full  year,  Dow  will  do 
about  $5.5  billion  in  revenues,  a  10^ 
improvement  over  last  year.  With  ex- 
cess capacity  on  its  hands,  plus  for- 
eign exchange  losses,  it  will  earn  a 
bit  less  than  last  year's  record  $3.41 
a  share.  The  problem— if  problem  it 
be— is  that  Dow,  expanding  ftiriously 
as  usual,  expanded  a  bit  ahead  of  the 
economy.  Says  Paul  F.  OrefiBce,  presi- 
dent of  Dow  Chemical  USA,  Dow's 
largest  division:  "In  a  way,  I'm  glad 
the  economy  isn't  improving  faster; 
it  means  we  will  have  fairly  stable 
growth  through  the  Seventies." 


Dow  has  never  hesitated  to  get  a 
bit  ahead  of  the  economy.  Since 
1970  the  company  has  nearly  dou- 
bled its  debt  to  $1.8  billion  as  it 
poured  close  to  $4  billion  into  plant 
^and  equipment.  When  the  big  boom 
hit  in  1974  and  demand  outstripped 
supply  in  many  materials,  Dow  was 
ready  and  willing.  It  could  deliver 
the  goods  in  a  tight  market  and  so 
raised  its  return  on  equity  to  better 
than  30%— an  almost  incredible  show- 
ing for  a  giant  corporation. 

Paul  OrefiBce,  49,  has  played  a  ma- 
jor part  in  all  this  expansion.  Bom 
in  Venice,  Italy,  he  came  to  the  U.S. 
to  earn  a  degree  in  chemical  engineer- 
ing at  Purdue,  joined  Dow  as  a  sales 
trainee  in  1953.  By  1970  he  was 
Dow's  chief  financial  ofificer,  a  posi- 
tion he  held  for  five  years. 

OrefiBce  isn't  worried  about  the 
future— e\en  if  some  of  Dow's  trigger- 
happy  stockholders  are.  The  company 
has  prospered  in  the  past  by  expand- 
ing—in the  right  products  and  in  the 
right  way,  of  course— through  reces- 
sions, and  a  slowdown  like  the  present 
doesn't  even  rate.  Suppose  Dow  only 
earns  $3  a  share  this  year.  Is  a  25% 
return  on  equity  so  bad?  ■ 


Moving  On 


"I  LOST  ten  pounds  and  didn't  get  a 
hernia."  Bekins  Co.  President  Peter 
de  Wetter,  56,  can  laugh  about  it 
now.  But  his  week-long  stint  as  crew- 
man on  a  Bekins  moving  van  last 
year  involved  hefting  furniture  from 
a  Chicago  second-story  apartment  in- 
to a  Phoenix  house  in  110-degree 
heat.  "I  learned  a  hell  of  a  lot  about 
the  moving  business,"  says  de  Wetter. 
Unfortunately,  not  all  of  it  pleasant. 

Los  Angeles-based  Bekins  ($4.6- 
million  net  on  $148-million  total  reve- 
nues in  1975)  ranks  fifth  among  in- 
terstate movers  with  about  8%  of  that 
$800-milli()n  market.  But  counting 
local  hauls,  principally  in  California, 
Bekins  claims  it  ranks  nearer  the  top 
of  the  nation's  biggest  movers. 

These  days  the  moving  business 
isn't  going  anywhere  in  particular. 
While  Bekins'  revenues  from  moving 
and  storage  have  climbed  30%  since 
1971,  the  increase  is  mostly  in  prices 
rather  than  in  volume,  and  pretax 
earnings  haven't  budged,  with  movers 
suffering  from  soaring  labor  costs  and 
strikes.  "This  business  has  had  its 
greatest  growth  period,"  admits  de 
Wetter  reluctantly.  "Our  challenge 
now  is  to  get  ourselves  a  larger  share 


of  some  stabilizing  business." 

It  was  military  service  that  first 
took  de  Wetter,  a  native  New  Yorker, 
to  the  West,  where  he  was  impressed 
enough  by  the  sight  of  Bekins'  numer- 
ous warehouses  to  start  his  own  stor- 
age and  moving  bu.siness  in  1951.  As 
the  local  Bekins  agent  in  southwest 
Texas,  he  prospered  suflficiently  to  be- 
come mayor  of  El  Paso.  When  his 
term  was  over  in  1971,  he  sold  out  to 
Bekins  (48%  owned  by  the  Bekins 
family)  for  stock  and  the  top  jol)  in 
a  far  larger  outfit. 

Bekins'  stock  isn't  worth  .so  much 
today  (down  from  19^2  to  7%).  But 
the  company  is  in  lietter  shape.  De 
Wetter  has  reduced  long-term  de])t 
from  $15  million  to  $750,000,  and  tak- 
en a  $10-million  write-off  to  dump  a 
money-losing  trailer  rental  venture, 
while  building  up  a  line  of  new  busi- 
nesses. Trying  to  get  away  from  areas 
that  are  heavily  regulated  and  heavily 
labor-  and  capital-intensive,  de  Wet- 
ter has  pushed  Bekins  deeper  into  ser- 
vice areas  like  building  maintenance, 
moving  insurance,  mini  warehouses 
and  archival  services.  "I've  moved  our 
return  on  equity  from  9%  to  10.5%, 
which  is  damned  high  for  a  labor- 
intensive  business,"  says  de  Wetter. 
"Now  my  aim  is  12%." 


How  soon  can  he  achieve  that? 
"I'm  an  impatient  man,"  replies  de 
Wetter,  who  nowadays  keeps  himself 
in  shape  not  by  moving  furniture  but 
by  jogging  each  workday  morning  at 
5:30  a.m.    ■ 


De  Wetter  of  Bekins  Co. 
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The  FORTUNE 
Investment;  Qqiz 

Five  questions  tliat  can  make  a  big  difference 
in  your  personal  irwestment  success. 


L  •    Which  of  the  following  is  the  live- 
iest  new  investment  idea  among  in- 
li vidua!  collectors— and  corporations 
IS  well? 

a)  rare  books  (b)  autographs  and 
etters  (c)  limited-issue  medallions 
d)  photographic  prints 

^*  "Index  funds"  are: 
a)  portfolios  that  duplicate  broad 
itock-market  averages  like  the 
standard  and  Poor's  500.  (b)  often 
nahgned  by  professional  money 
nanagers.  (c)  attracting  increasing 
ittention  among  corporate  pension 
nanagers.  (d)  best  explained  by  the 
ipplication  of  the  efficient-market 
lypothesis. 

!•  True  or  False? 

The  recent  paper  shortage  increased 
!arnings— yet  slowed  new  building  — 
mong  papermakers. 

1.  True  or  False? 

Earnings  reports  are  a  surprisingly 

iccurate  source  of  investment 

nformation. 


3«  True  or  False? 

Now  that  the  gold  rush  has  fizzled, 

gold  is  once  again  a  smart  investment. 

ANSWERS: 

1 .  D  is  the  answer.  A  FORTUNE  re- 
port revealed  that  values  have  multi- 
plied incredibly— not  only  in  rare 
photographs,  but  in  more  recent  work 
as  well.  Gardner's  1865  Photographic 
Sketchbook  of  the  War  brought  $1,000 
nine  years  ago.  Now  it  would  fetch 
as  much  as  $20,000.  Seagram  and  Sons 
and  the  Exchange  National  Bank  of 
Chicago  have  made  corporate  invest- 
ments in  photographic  collections. 

2 .  All  are  true,  as  FORTUNE  recently 
made  clear  to  its  readers.  How  readily 
available  are  index  funds?  Who  has 
them?  What  are  their  advantages? 
FQRTUNE  readers  have  the  answers. 

O .  Completely  true,  as  you  would 
have  learned  in  Part  VI  of  FORTUNE'S 
continuing  series.  The  Big  Questions 
About  Industrial  Capacity.  Also  in  the 
series:  chemicals,  metals,  grain  and  oil. 


4.  False,  according  to  FORTUNE'S 
monthly  column,  Persona/  Investing. 
The  fact  is,  that  by  the  time  earnings 
reports  reach  the  investor,  the  stock 
market  has  already  discounted  the 
information  contained  in  them. 

5 .  False  again,  as  far  as  FORTUNE 
is  concerned.  The  reasons?  Gold  is 
simply  too  risky  since  its  value  fluc- 
tuates with  the  erratic  and  emotional 
perceptions  of  gold  hoarders,  central 
banks  and  speculators. 

SCORING: 

The  point  of  this  quiz  is  not  to  rate 
your  investing  acumen  on  a  scale  of 
1  to  5. The  point  is  this:  no  matter  how 
knowledgeable  you  are  about  invest- 
ing, there's  a  continual  stream  of  new 
information  that  has  to  be  digested 
before  you  can  make  sound  decisions. 
FORTUNE  gives  you  that  information 
about  marketing,  finance,  government 
regulations,  labor  relations,  tech- 
nology, international  trade— all  the 
input  that  helps  you  make  wise  in- 
vestment decisions. 


Vbur  first  issue  of  FQRTUNE  Free. 


FORTUNE 


If  you  took  the  time  to  take  our  quiz,  that  singles  you  out  as  a  person  with  a 
healthy  interest  in  investment— the  kind  of  subscriber  FORTUNE  is  looking 
for.  Our  special  introductory  rate  offers  you  the  opportunity  to  subscribe  to 
FORTUNE  for  15  months  for  only  $13.75— about  92(t  a  copy  We'll  even  send 
your  first  issue  on  a  FREE-trial  basis.  If  you  decide  not  to  subscribe,  it's  yours 
to  keep  FREE,  without  obhgation.  Now  that's  a  really  sound  investment. 

Mail  the  attached  order  card  today. 
Or  call  toll-free  800-621-8200  (in  Illinois, 
800-972-8302.) 

FORTUNE/541  North  Fairbanks  Court/Chicago,  Illinois  60611 


Borg-War ner  profits  a  record: 
five  reasons  why 
management  expects  these 
improvements  to  continue. 


Borg-Wamer  Corporation 
announced  record  earnings  for  the 
third  quarter  and  nine  months  last 
month-47%  above  the  1975  quarter, 
and  114%  higher  than  the  nine  months 
last  year.  The  results  in  brief: 


1975/1976  Comparison  (Millions  except  per  share  data) 

3  mos. 

ended 

9  mos. 

ended 

Sept 

.30 

Sept 

.30 

1976 

1975 

1976 

1975 

Net 

sales           $461.2 

$404.0 

$1,385.5 

$1,215.7 

Net 

earnings          18.5 

12.6 

60.0 

28.0 

Earned 

per  share    $     .95 

$     .66 

$     3.09 

$     1.46 

The  dividend  on  common  stock  has  just 
been  raised  18- 1/2  %,  from  $1.35  per  year  to 
$1.60.  Chairman  James  F  Bere  said  the  ac- 
tion "reflects  our  confidence  in  the  outlook" 
as  well  as  the  strong  performance  in  1976. 

FACTORS  IN  UPTURN 

Management  cites  these  reasons  for  the 
rebound: 

Gains  in  all  major  business  areas:  Chem- 
icals and  plastics  sales  up  55%;  automotive 
equipment  14%;  industrial  products  up  6%; 
air  conditioning  up  8%;  financial  services 
gross  income  up  1 1%. 

Internal  programs  to  cut  costs  and 
strengthen  the  balance  sheet,  started  in 
1975,  had  dramatic  results:  Debt  reduced 
40%;  inventories  cut  24%;  debt-equity  ratio 
down  from  45%  to  26%.  And  the  improve- 
ments are  continuing  this  year! 

CAN  WE  KEEP  IT  UP? 

Management  has  listed  five  reasons  why  it 
expects  continued  future  improvements. 
1.  Tough  margin  goals:  Borg-Warner  has 
set  strict  new  goals  to  make  material  im- 
provements in  return  on  shareholders' 
equity  by  1980,  by  "honing"  all  operations  to 


Share  Eeimings 
$2.66 


$3.09 


$1.46 


1974 


1975        9  mos. '75    9  mos. '76 


increase  profit  margins. 

2.  Divest,  reinvest:  Over  $100  million 
worth  of  unprofitable  businesses,  or 
businesses  not  in  major  growth  areas,  have 
been  divested — and  Borg-Warner  is  rein- 
vesting the  proceeds  into  its  most  profitable 
business  areas. 

3.  New  products  for  growing  markets 
are  ready:  Food  packaging  resins;  heat 
pumps  for  home  heating/cooling;  new  ro- 
tary compressor  for  automotive  air  condi- 
tioning; patented  Hy-Vo*  chain  for  front-  and 
4-wheel  drive  systems;  leasing  of  airplanes, 
trains,  and  capital  goods  for  industry. 

4.  New  capital  spending  of  $200  million 
is  planned  for  1977-78,  all  financed  internal- 
ly— highest  for  any  two-year  period  in  com- 
pany history. 

5.  Profit  accountability:  Most  signifi- 
cantly, all  Borg-Warner  operating  managers 
are  being  held  fully  accountable  for  meeting 
profit  goals,  in  a  way  never  done  in  the  past 

WANT  THE  FULL  STORY? 

The  1977  Investor  Fact  Book,  out  in  No- 
vember, has  detailed  information  on  the  im- 
proving Borg-Warner.  For  your  free  copy, 
write  Manager  of  Investor  Relations,  Borg- 
Warner  Corporation,  200  South  Michigan 
Avenue,  Suite  G,  Chicago,  Illinois  60604. 
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Jimmy  Carter:  Rhetoric  vs.  Reality 

Events  have  a  way  of  overruling  promises  made  by  Presi- 
dents-elect. Even  when  the  victor  believes  in  what  he  ^^                n       '^      ♦    r*   -#          t  *      A       4    *U 
promised  and  really  wants  to  deliver,  reality  frequently  in-  .    •    .    r  resident    Carter,    triend     Of    tfie 
tervenes.  Frequently?  Maybe  "usually"  is  closer  to  the  truth.  poor,  will  have  a  problem  With  President 
President  Eisenhower  was  elected  on  a  platform  that  ad-  ^     .                            *  *•           r     ii  *u      ~          i     // 
vocated  a  balanced  budget;  and  Ike  really  believed  in  it.  Carter,  representative  Of  all  the  people. 
He  ended  with  the  largest  peacetime  deficit  up  to  then.  ' 

President  Kennedy,  on  the  other  hand,  made  lavish 
promises  to  labor  and  thundered  against  the  privileges  of  Whatever  his  campaign  rhetoric.  Carter  knows  that  eco- 
the  rich  (himself  not  included).  Kennedy  presented  cor-  nomic  growth  at  4%  instead  of  6%  hardly  represents  re- 
porations  with  a  very  generous  investment  tax  credit.  Then  cession.  If  his  economic  advisers  are  as  smart  as  they  are 
there  was  Lyndon  Johnson,  the  great  populist.  Johnson's  reputed  to  be,  they  will  tell  him  that  the  current  slow- 
Administration  was  marked  by  what  were  then  the  tightest  down  is  not  even  remotely  the  beginning  of  a  recession, 
credit  and  highest  interest  rates  of  modem  times.  Business  inventories  have  not  been  built  up  to  excessive 
Johnson  was  followed  by  Richard  Nixon,  apostle  of  free  levels  that  will  require  liquidation.  Financial  markets  are 
enterprise.  Nixon  imposed  wage  and  price  controls.  not  subject  to  boom-and-bust-type  speculation,  and  cer- 
Like  his  illustrious  predecessors,  James  Carter  must  face  tain  sectors  of  the  economy,  particularly  home  building, 
reality— political  and  economic  reality.  are  doing  quite  well. 

When  our  ne.xt  President  said  he  felt  compassion  for  the  If  he  wants  to  both  cut  taxes  and  raise  spending, 
poor  and  for  the  imemployed,  he  really  meant  it.  But  however,  Carter  has  a  hurdle  he  must  first  cross.  Tax 
poverty  and  unemployment  afiBict  maybe  20%  of  our  people;  cuts  which  increase  the  budget  deficit  could  not  be  pro- 
inflation  afiflicts  100%.  There  will  come  a  point  when  Presi-  posed  tmder  the  Budget  Control  Act  of  1974  for  the  fis- 
dent  Carter,  friend  of  the  poor,  will  have  a  problem  with  cal  year  that  ends  Sept.  30,  1977  unless  there  are  oflF- 
President  Carter,  representative  of  all  of  the  people.  To  setting  budget  reductions.  And  Carter  does  not  want  to 
put  it  differently.  Carter  will  not  want  to  face  the  elec-  be  known  as  the  great  budget  buster. 
.  torate  in  the  1978  congressional  elections  in  the  face  of  The  Federal  Reserve  also  poses  a  problem  for  the  new 
renewed  double-digit  inflation.  President.  No  vacancies  will  open  on  the  Board  of  Cov- 
in short,  the  new  President  knows  he  can  only  do  so  emors  until  Jan.  31,  1978;  there  Avill  be  no  Democratic  ap- 
much  in  the  way  of  additional  spending  before  he  runs  pointees  for  at  least  the  first  year  of  Carter's  term.  And, 
into  trouble.  Our  guess  is  he  wiU  hold  off  doing  any  heavy  more  important,  Arthur  F.  Bums'  position  as  chairman  also 
stimulation  of  the  economy  imtil  he  sees  what  the  economy  runs  to  the  same  date.  The  central  bank,  therefore,  has  a 
can  do  on  its  own.  That  way  he  can  claim  credit  for  what  potential  veto,  in  fact  ff  not  in  law,  over  excessive  spend- 
he  didn't  do  as  well  as  for  what  he  may  do.  ing.  The  Fed  can  simply  refuse  to  fund  it.  ■ 

Period  of  Economic  Recession  as  Defined  by  the  National  Bureau  &t  Economic  Research  FORBES  ESTIMATE 
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Composed  of  the  following:  Census  privately  owned  housing  starts)  service  price  index  related  to  the  consumer 

PRODUCTION  CONSUMPTION  P"*^«  '"**") 

•  How  much  are  we  producing?  (Federal  Reserve      •  How  much  are  people  spending?  (Bureau  of      INCOME 

Board  Index  of  Industrial  Production)  Census  retail  store  sales)  •  How  much  are  workers  earning?  (DepL  of 

•  What  volume  of  hard  goods  are  we  ordering?      •  To  what  extent  are  consumers  going  into  debt?         Commerce  personal  income,  wage  and  salary 
(Bureau  of  Census  latest  three  months  new  Federal  Reserve  net  change  in  consumer  install-         disbursements) 

orders  of  durable  goods  related  to  inventories)  ment  debt)  •  How  many  people  have  been  laid  off?  (U.S. 

•  How  intensively  are  we  building?  (Bureau  of      •  How  costly  are  services?  (U.S.  DepL  of  Labor         Dept.  of  Labor  initial  unemployment  claims) 
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Bonds  Are  Still  A  Buy 


By  Ben  Weberman 


ith  Jimmy  Carter  soon  to  be  in- 
stalled in  the  White  House,  a  good 
many  people  seem  to  think  that  he 
will  soon  spend  us  right  back  into 
double-digit  inflation  and  send  inter- 
est rates  through  the  roof  again.  May- 
be in  the  long  run  he  will,  but  I  re- 
main convinced  that,  well  into  next 
year  at  least,  the  trend  in  long-term 
interest  rates  will  be  down.  If  interest 
rates  do  rise  again  under  Carter,  they 
will  rise  from  a  lower  base  than  the 
present  one. 

If  I  am  correct— and  interest  rates 
have  already  come  down  further  than 
most  of  the  pundits  predicted— then 
bonds  remain  a  good  buy.  With  inter- 
est rates  as  high  as  they  are,  I  would 
stay  with  quality.  What's  the  use  of 
reaching  for  yield  when  the  best 
quahty  bonds  yield  close  to  8%?  A 
lower  quality  issue  is  simply  not  worth 
the  added  risk. 

If  you  want  better  yield,  I  would 
recommend  longer  maturities  rather 
than  higher  risk.  Not  only  does  a  30- 
year  issue  currently  carry  a  better 
yield  than,  say,  ten-year  issues,  it  also 
offers  far  greater  profit  potential  if  in- 
terest rates  go  down. 

The  Yield  Curve 

Let's  look  at  a  pair  of  bonds  is- 
sued by  each  of  two  quahty  bor- 
rowers, Minnesota  Mining  &  Manu- 
facturing (Aaa  rated)  and  Philip 
Morris  Co.  (A  rated).  Minnesota 
Mining  has  an  8.2%  issue  maturing 
in  1985  and  an  8.85%  debenture  ma- 
turing in  2005.  Philip  Morris  has  a 
1985  maturity  with  a  coupon  of  8.5% 


"With  interest  rates  as  high  as  they  are, 

I  would  stay  with  quality  bonds.  A  lower  quality 

issue  is  not  worth  the  added  risk/' 


and  a  2004  maturity  with  a  coupon 
of  8.875%. 

Since  these  bonds  were  sold,  in- 
termediate-term rates  have  come 
down  further  than  long-term  rates. 
That's  because  professional  investors 
—as  I  mentioned  earlier— expect  in- 
terest rates  to  go  up  again  fairly  soon 
and  feel  less  exposed  in  shorter-term 
securities.  As  a  result,  3M's  inter- 
mediates now  yield  only  7.45%  while 
the  long  terms  yield  8.17%.  Philip 
Morris'  two  issues  yield  7.77%  and 
8.47%  respectively. 

Now,  notice  this:  The  yield  differ- 
ence between  the  Phihp  Morris  is- 
sues and  those  of  3M  are  just  30 
basis  points  (three-tenths  of  1%);  but 
the  difference  in  yield  between  each 
of  the  ten-year  bonds  and  each  of  the 
30-year  bonds  is  70  basis  points.  In 
other  words,  you  can  improve  your 
yields  much  more  by  going  long 
term  than  you  can  by  going  down- 
hill in  quality. 

The  Profit  Potential 

If  my  script  is  correct  and  interest 
rates  decline,  the  holders  of  long- 
term  bonds  are  going  to  fare  very 
well.  For  example,  a  change  of  10 
basis  points  (one- tenth  of  1%)  in  in- 
terest rates  would  produce  an  in- 
crease of  1.12%  in  the  price  of  a  30- 
year  bond;  in  a  ten-year  bond,  it 
would  mean  only  0.68%.  Put  in  dollars 
and  cents,  the  30-year  $1,000  bond 
would  go  up  $11.20;  the  ten-year 
bond,  just  $6.80.  And  remember,  10 
basis  points  isn't  very  much.  If  the 
drop  in  interest  rates  were,  say,  a 
full  percentage  point,  the  30-year 
bond  would  increase  $112  in  value; 
the  ten-year  bond  only  $68. 

In  leverage  terms,  this  means  that 
a  3C-year  bond  moves  1.65  times  as 


much  as  a  ten-year  bond  when  in- 
terest rates  change.  (Of  course,  the 
risk  is  greater  on  the  down  side  with 
longer-term  bonds;  leverage  works 
both  ways. ) 

One  more  thing  to  think  about: 
callability.  If  a  bond  is  callable  prior  [ 
to  maturity  you  may  never  reap  the  \ 
maximum  profit  because  the  issuer  j 
may  redeem  the  bond;  that  way  he  I 
can  refund  it  more  cheaply. 

For  that  reason  I  wouldn't  par- , 
ticularly  recommend  that  3M  issue  \ 
mentioned  above;  it  is  callable  at ; 
105.31  after  1985,  very  close  to  the  i 
current  price.  Thus,  as  far  as  call  \ 
protection  is  concerned  it  is  no  better 
than  a  nine-year  bond. 

I 
Call  Protection 

For     better     call     protection,     you ; 
might     look     at    Aaa-rated    General 
Electric  7.5%  bonds  of   1996.   These  ; 
currently  yield  7.7%  and  sell  at  97. 
They  are  not  callable  until  1981  and  i 
then  at  103.75— that's  a  good  enough  | 
spread  that  the  investor  could  have  '. 
the  bonds  called  away  from  him  and  , 
still   come   out   quite   well.   This   ex-  i 
plains  why  the  GEs  yield  so  much 
less  than  the  3Ms;  the  call  protection  \ 
commands  a  premium. 

You  can  achieve  better  call  pro- 
tection by  buying  a  deep-discount 
bond,  one  with  a  low  coupon.  A  com- 
pany is  not  likely  to  refund  a  low-rate 
issue  unless  required.  For  this  protec- 
tion you  must  give  up  some  yield.  GE 
5.3s  of  1992  sell  at  83  to  yield  only 
6.4%,  for  example. 

Those  are  the  variables  in  bonds: 
quality  of  the  issuer,  interest  rate, 
maturity  date  and  call  protection.  At 
the  moment,  my  recommendation  is 
for  maximum  quality,  long-term  bonds 
with  good  call  protection.   ■ 
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The  Carter  Victory: 
Does  It  Matter? 

By  Lucien  O.  Hooper 


'if  the  consumer  were  worried  about  inflation, 
he  would  be  getting  rid  of  his  dollars " 


MM^^  the  election  out  of  the  way, 
and  with  the  initial  impact  of  Carter's 
victory  behind  us,  it  is  possible  to 
make  less  emotional  investment  judg- 
ments. I  doubt  if  important  Washing- 
ton decisions  are  near  at  hand.  The 
facts  are:  Business  is  improving,  but 
slower  than  expected.  Interest  rates 
are  declining  just  a  httle  instead  of 
rising.  Inflation  has  eased  more  than 
expected.  And,  election  results  not- 
withstanding, the  public  is  in  no  mood 
for  major  changes  in  economic  policy, 
either  conservative  or  liberal. 

Two  major  industries— automobiles 
and  residential  building— are  doing 
better  than  the  economy  as  a  whole. 
They  are  large  segments  of  the  whole 
economy.  They  compensate,  to  some 
degree,  for  the  backwardness  in  capi- 
tal spending.  Slow  capital  spending, 
of  course,  is  not  helping  machinery, 
steel,  nonferrous  mining  and  heavy 
industry  generally.  Retail  trade— and 
many  consumer  lines— might  be  doing 
better  if  the  public  were  more  willing 
to  spend'  money.  There  is  longer- 
range  meYit,  however,  in  the  current 
careful  attitude  of  consumers,  and  in 
the  inchnation  to  save  more  rather 
than  spend  more.  If  the  consumer 
were  worried  about  inflation,  he 
would  be  getting  rid  of  his  dollars  in- 
stead of  squirreling  them. 

One  of  the  stocks  that  appeals  to 
me  now  is  ITG  Industries  (48).  This 
big  company  (sales  over  $2  billion 
this  year),  which  has  paid  dividends 
every  year  since  1899,  is  expected 
to  earn  around  $7  a  share  in  1976, 

Mr.    Hooper   is   vice   president   of   the   NYSE  firm    of 
Thomson  &  McKinnon  Auchlncloss  Kohlmeyer   Inc. 


against  $4.28  in  1975,  and  has  in- 
creased its  dividend  twice  this  year. 
The  recently  increased  dividend  rate 
is  $2.20  a  share.  Profits  in  the  first 
nine  months  were  $5.68  a  share, 
against  $2.81  in  the  same  months  a 
year  ago.  PPG  is  big  in  flat  glass,  so 
it  benefits  from  the  greater  activity  of 
the  auto  industry  and  from  the  im- 
provement in  residential  building. 

Most  people  do  not  realize  how 
much  the  residential  building  industry 
has  improved.  That's  partly  due  to 
building  being  more  active  in  the 
West  and  in  the  Sunbelt  than  on 
Long  Island  and  in  the  East.  Further- 
more, the  improvement  thus  far  has 
been  more  in  multifamily  units  than  in 
single  units  where  the  potential  de- 
mand is  greatest.  It  is  not  too  easy  to 
make  selections  among  the  so-called 
building  stocks.  I  find  that  the  spe- 
•cialized  analysts  just  like  all  of  them. 

Some  Of  My  Picks 

In  the  lumber  field,  Georgia-Pacific 
(35),  Louisiana  Pacific  (14),  Crown 
Zellerbach  (41)  and  Weyerhaeuser 
(44)  are  major  factors.  In  cement, 
my  first  choice  would  be  Lone  Star 
Industries  (19),  a  stock  that  I  have 
been  following  since  the  1920s.  Le- 
high Portland  (15)  is  another  good 
cement  producer,  and  Amcord  Inc. 
(8)  is  getting  analyst  support.  Com- 
panies with  existing  capacity  are  at 
an  advantage  in  the  cement  business 
because  the  cost  of  building  new 
plants  is  several  times  what  it  former- 
ly was,  and  this  is  preventing  new  con- 
struction of  competitive  facilities. 

As  outlined  previously,  I  like  Jim 
Walter  (36)  as  sort  of  an  overall 
spread  over  the  residential  building 
industry.  Some  are  a  bit  prejudiced 
against  this  stock  because  they  don't 
like  the  company's  coal  properties. 
But  coal  is  not  a  very  big  percentage 
of  its  business.  I  still  would  buy  the 


stock.  Some  smaller  building-industry- 
related  companies  that  deserve  at- 
tention are  Overhead  Door  (10), 
Ferro  Corp.  (31)— the  leading  maker 
of  frit— and  Bird  <b  Son  (34),  a  re- 
markable roofing  company. 

In  Its  Parent's  Footsteps 

North  American  Philips  (29)  is  the 
American  company  65%  owned  by  the 
shareholders  of  Philips  N.V.  of  Hol- 
land. The  talent,  repute,  knowhow 
and  management  of  the  parent  are 
highly  important  to  NPH.  This  Amer- 
ican unit  of  the  Philips  Trust  had 
sales  of  $1.2  billion  in  the  first  nine 
months  and  earned  $2.99  a  share  vs. 
$1.60  a  year  ago.  If  NPH  can  earn 
$1  this  quarter,  which  seems  reason- 
able, profits  for  the  year  will  be 
around  $4.  This  means  that  the  stock 
is  selling  at  about  7/2  times  earnings. 

The  third-quarter  and  nine-month 
earnings  comparisons  of  the  savings  & 
loans  are  most  impressive.  Earnings 
are  up  30%  to  50%  in  most  cases. 
These  good  comparisons  seem  likely 
to  continue  as  the  spread  between 
interest  costs  and  mortgage  rates  still 
is  excellent  in  spite  of  some  easing  of 
mortgage  rates  in  California.  The  rea- 
son the  stocks  do  not  respond  better 
is  that  dividend-paying  ability  is  lim- 
ited by  government  regulations.  Stock 
dividends  often  are  generous,  but  cash 
dividends  leave  much  to  be  desired. 
I  am  partial  to  H.F.  Ahmanson  (13), 
the  largest  one. 

A  small  dividend  increase  is  ex- 
pected for  Union  Pacific  (88),  which 
is  doing  better  than  some  of  the  other 
western  rails.  The  important  thing 
about  Union  Pacific,  however,  is  that 
the  company's  Champlain  Oil  sub- 
sidiary owns  a  lot  of  acreage  in  what 
is  now  perhaps  the  hottest  oil-and- 
gas  exploration  area  in  the  country.   ■ 
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TEXAS 
RED 

GRAPEFRUIT 


The  Best— From  the  Lush 

Rio  Grande  Valley 
THIS   IS  OUR  51ST  YEAR 

Vj-bu.  Grapefruit  $    9.65 

Carton  of  12  Grapefruit  $    7.50 

Full  bo.  Grapefruit  $14.25 

Carton  of  6  Grapefruit  $    5.40 

Vi-bu.  G.F.  &  Oranges  $    9.70 

Full  bo.  G.F.  &  Oranges $14.30 

G.F.  &  Oranges  in  Mexican  bamboo 

baskets:   Vi-bu.  $1 1 .50... Full  bu.  $16.25 
All  are  delivered  prices. 


WE  TRUST  YOUl  send  your  gift  list 
now  and  poy  our  invoice  in  January. 


Other  cifrui  pocks  and  olio  pecans,  rare  honey,  fruit 
cakes,   cheese,  smoked  hams  and  turkeys. 
Write  for  free  illuslrattd  folder 

PITTMAN  &   DAVIS,   INC. 

902  N.  Exp.,  HARLINGEN,  TEXAS  78550 

Established   1926 


t 


Two  18-hole  golf  courses  (I  championship, 
1  lighted  executive).  Gourmet  wining  and 
dining.  Luxurious  guest  rooms.  Tennis  courts. 
Meeting  facilities.  Scottish  baronial  atmos- 
phere. Open  year  round.  Near  airports  and 
arterial  expressways.  Write  for  brochure  L 
Sam  Mandalari,  Manager,  Palmetto  Express- 
way at  N.W.  154  Street,  Miami  Lakes,Florida 
33014  or  call  Miami  (305)  821-1150. 


Miami  Lakes  Inn 

€f  Country  Club 


X 


Central  AND  South  West 
Corporation 


Common  Stock 
Dividend 


The  Board  of  Directors  of  Central 
and  South  West  Corporation  at  its 
meeting  held  on  October  15,  1976, 
declared  a  regular  quarterly  divi- 
dend of  thirty  cents  (30^)  per 
share  on  the  Corporation's  Com- 
mon Stock.  This  dividend  is  pay- 
able November  30,  1976,  to  stock- 
holders of  record  October  29,  1976. 

LeROY  J.  SCHGUERMAN 

Secretary  and  Treasurer 
Wilmington,  Delaware  19899 
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It's  The  Time 
Of  The  Year 

By  Heinz  H.  Biel 


ks  the  end  of  the  year  approaches, 
investors  are  being  warned  by  their 
brokers  that  the  time  for  the  annual 
tax  selling  has  come.  The  idea  is  that 
it  is  wasteful  to  pay  taxes  on  capital 
gains  realized  during  the  year  so  long 
as  there  are  unrealized  losses  that 
could  be  used  to  oflFset  the  gains. 
Since  a  short-term  loss  of  only  $1,000 
takes  care  of  a  $2,000  long-term  gain, 
while  a  $2,000  long-term  loss  is  re- 
quired to  balance  a  $1,000  short-term 
gain,  the  proper  strategy  is  obvious. 

This  tax  selling  game  has  been  go- 
ing on  for  decades,  but  with  the  rise 
in  commission  rates  the  cost  of  selling 
and  buying  can  eat  so  deeply  into  the 
amount  of  taxes  saved  that  it  may 
not  always  be  worthwhile.  Obviously, 
because  of  the  expense  involved  it  is 
more  advantageous  to  take  a  20-point 
loss  in  one  stock  than  five-point  losses 
in  four  stocks. 

The  new  tax  law  leaves  the  basic 
rules  as  they  were,  but  it  contains  a 
nasty  gimmick  that  investors  should 
know  about  in  order  to  avoid  un- 
pleasant surprises.  As  I  mentioned  in 
my  Oct.  1  column,  the  new  law  ex- 
tends the  holding  period  required  to 
make  an  investment  long-term  from 
six  months  at  present  to  nine  months 
next  year  (effective  Jan.  1,  1977)  and 
to  12  months  in  1978  (effective  Jan. 
1,1978). 

Whether  it  was  intended  or  not,  the 
change  has  a  retroactive  effect  on  se- 
curities bought  in  the  second  quarter 
of  this  year.  Such  purchases  will  all 
be  long-term  by  year-end.  But  on 
New  Year's  Eve  the  Internal  Revenue 
Service  waves  its  magic  wand  and 
converts  long  term  into  short  term,  a 
status  that  will  be  maintained  until 
nine  months  have  elapsed  since  the 
day  of  the  purchase.  Therefore,  if  you 
contemplate  taking  a  profit  on  securi- 

Mr.   Biel   is  o  senior  vice  president  of  the  New  York 
Stocli   Exchange  firm  of  Hoppin,  Wotson   inc. 


\ 


"The  recent  correction  has 
brought  many  stocks  back 

to  attractive  levels. . . .  the 
timing  may  just  be  right. 


// 


J 


ties  bought  in  this  year's  second  quar- 
ter, do  so  when  they  become  long 
term  this  month  or  next,  but  avoid 
last-minute  sales  that  settle  in  1977 
because  they  could  be  viewed  as  a 
1977  sale  resulting  in  a  short-term 
gain.  But  if  you  have  a  loss  that  al- 
ready is  long  term,  wait  until  next 
year  when  it  will  be  rejuvenated  and 
become  short  term.  It  all  seems  a  bit 
confusing,  but  you  get  used  to  it— like 
switching  from  daylight  saving  to 
standard  time. 

A  year  from  now  the  entire  exer- 
cise will  be  repeated,  but  then  we 
will  be  concerned  with  purchases 
made  in  the  first  quarter  of  1977.  In 
my  opinion,  it  is  unfair  to  the  tax- 
paying  investor  to  change  the  rules 
while  the  game  is  in  progress. 


Plenty  Of  Choice 


Now  that  the  election  is  over,  wei 
will  be  dealing  with  realities  rather  > 
than  rhetoric.   In  recent  months  the  I 
two   contenders  looked  at  the  samejj 
economic  facts,  but  interpreted  them 
the   way   it   suited    each   best.    Ford 
stressed  that  employment   was   at  a 
record,  but  Carter  only  saw  that  un- 
employment   was    intolerably    high. 
Ford  prided  himself  in  having  cut  the 
inflation    rate    in    half,   while   Cartel 
said  that  even  5%  or  6%  was  totallyf' 
unacceptable.    Even   the   professional! 
economists  were  strongly  partisan,  de-i 
pending  on  for  whom   they  did  the-i 
consulting. 

One  can  get  used  to  disagreements 
of  this  sort  and  reach  one's  own  con 
elusions,  but  when  two  highly  respect*' 
ed  research  organizations,  presumabl; 
neither  with  an  axe  to  grind,  investi' 
gate  the  same  question  and  come  u| 
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They  lost  10  million  dollars,baby, 
at  the  five  and  ten  cent  store. 


A  well  known  retail  chain  recently  announced  a  38?^- 
per-share  quarterly  loss  due  to  foreign  exchange. 

A  large  conglomerate  announced  first  half  losses  of 
over  $17,000,000  for  the  same  reason.  Consult  your 
quarterly  reports  for  additional  examples. 

Less  noticeable  but  equally  upsetting 
losses  often  result  from  miscalculat- 
ing interest  rate  changes. 

We'd  like  to  show  you  how  your 
company  might  avoid  embarrass- 
ment and  loss  from  interest  and 
exchange  rate  fluctuations.  It's 
accomplished  through  futures  trading  in  foreign  cur- 
rencies and  U.S.  Treasury  bills  on  one  of  the  largest 
futures  exchanges  in  the  world. 

For  more  information  on  currency  and  T-bill  futures, 
call  toll-free  800-243-5676  in  the  continental  U.S. 
In  Connecticut  call  1-800-772-6500.  Or  send  in  the 
coupon  below. 


<^ 


-Mail-in  Coupon- 


Your  name 


CHICAGO  MERCANTILE  EXCHANGE 

International  Monetary  Market        Associate  Mercantile  Market 

Please  send  me  information  on  currency  and  T-bill  futures. 

Your  address 


Please  circle  those  commodities  youre  interested  in.  Send  to  CME,  444  W.  Jackson  Boulevard.  Chicago.  Illinois  60606.     Dept.    4217 


Live  cattJe  Frozen  skinned  hams 

Feeder  cattle  Boneless  beef 

Live  hogs  Copper 

Frozen  pork  bellies  GoW 


(IS.  silver  coins 
United  States  treasury  bills 
Deutschemarks 
Japanese  yen 


Canadian  dollars 
British  pounds 
Swnss  francs 
Mexican  pesos 


Lumber  Frozen  eggs 

Russet  Burbank  potatoes  AAilo 

Fresh  eggs  Butter 

Nest  run  eggs  Turlteys 


A  Federally  Licensed  Contract  Market 


This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 

The  offering  is  made  only  by  the  Prospectus. 

NEW  ISSUES  October  28, 1976 


$400,000,000- 

Marathon  Oil  Company 

$150,000,000 

7.65%  Notes  Due  1983 

Price  100% 

plus  accrued  interest  from  November  1,  1976 


$250,000,000 
8.50%  Sinking  Fund  Debentures  Due  2006 

Price  99.50% 

plus  accrued  interest  from  November  1,  1976 


Copies  of  the  Prospectus  may  be  obtained  from,  any  of  the  several  underwriters, 
including  the  undersigned,  only  in  States  in  which  such  underwriters  are  qualified 
to  act  as  dealers  in  securities  and  in  which  the  Prospectus  may  legally  be  distributed. 


The  First  Boston  Corporation 
Morgan  Stanley  &  Co.    Goldman,  Sachs  &  Co.    Merrill  Lynch,  Pierce,  Fenner  &  Smith    Salomon  Brothers 

Incorporated  Incorporated 

Bache  Halsey  Stuart  Inc.  BIyth  Eastman  Dillon  &  Co.  Dillon,  Read  &  Co.  Inc. 

Incorporated 

Donaldson,  Luf kin  &  Jenrette  Drexel  Burnham  &  Co.  Hornblower  &  Weeks-Hemphill,  Noyes 

Securities  Corporation  Incorporated  Incorporated 

E.  F.  Hutton  &  Company  Inc.         Kidder,  Peabody  &  Co.         Kuhn,  Loeb  &  Co.         Lazard  Freres  &  Co. 

Incorporated 

Lehman  Brothers  Loeb,  Rhoades  &  Co.  Paine,  Webber,  Jackson  &  Curtis 

Incorporated  Incorporated 

Reynolds  Securities  Inc.  Smith  Barney,  Harris  Upham  &  Co.  Warburg  Paribas  Becker  Inc. 

Incorporated 

Wertheim  &  Co.,  Inc.  White,  Weld  &  Co.  Dean  Witter  &  Co. 

Incorporated  Incorporated 


conflicting  results,  then  you  real- 

j  stumped. 
IThe  University  of  Michigan's  Sur- 
y  Research  Centre  has  been  re- 
irting  regularly  since  the  1950s  on 
nsumer  sentiment.  A  month  ago  it 
nounced  the  results  of  its  quarterly 
ill,  indicating  a  substantial  im- 
ovement  in  consumer  confidence. 
jvo  weeks  later  the  Conference  Board 
ported  that  its  bi-monthly  survey  of 
),000  households  across  the  country 
owed  a  sharp  decline  in  its  consum- 
confidence  index.  Take  your  pick! 


owdown^  Yes;  Reversal,  No 

My  own  crystal  ball  is  not  exactly 
ear,  but  reading  the  same  reports 
id  statistics  that  everyone  else  sees, 
find  it  diflBcult  to  be  overly  pessimis- 
p.  A  slowdown  of  the  recovery,  yes; 
reversal,  no. 

Even  though  bull  markets  normal- 
'  end  well  before  the  expansionary 
base  of  the  economy  has  peaked  out, 
don't  think  that  this  needs  to  be 
f  much  concern  at  this  time.  How- 
ler, as  I  have  said  before,  from  here 
a,  the  up-side  potential  is  small  when 
impared  with  the  76%  advance  that 
le  Dow  has  had  between  December 
974  and  September  1976. 
The  recent  correction  has  brought 
lany  stocks  back  to  levels  where  they 
re  quite  attractive,  albeit  not  cheap 
y    the    bargain    standards    of    two 
ears    ago.    Start   with    IBM,    which 
ommitted   the   faux   pas   of   having 
amed  "only"  $3.90  a  share  in  the 
hird  quarter,  while  analysts  had  pre- 
icted  well  over  $4.   Most  chemical 
tocks    are   fairly   priced   now— Mon- 
anto,  Union  Carbide,  Diamond  Sham- 
ock  and  Pennwalt.  There  is  no  bet- 
er  inflation   hedge   than   forest,   the 
latural   resource   that   constantly   re- 
laces  itself.  I  favor  International  Pa- 
yer, Westvaco  and  Mead,  as  well  as 
eorgia-Pacific;  although  G-P  is  not 
xacdy  a  bargain.  Avon  and  Disney 
lave  fairly  high  multiples,  but  are  at- 
Tactive,    as    is    Heublein,    despite    a 
gainful       $7.2-million       nonrecurring 
vrite-off   in    the   September   quarter. 
\mong  the  oils  I'd  pick  Exxon,  Mo- 
bil and,  if  you  Uke  a  coal/ oil  com- 
bination. Continental  Oil. 

Of  course,  there  are  hundreds  of 
)ther  desirable  stocks  in  many  indus- 
ries.  It  is  always  much  easier  to  de- 
ide  what  not  to  buy  than  what  to 
)uy.  The  timing,  however,  is  of 
l^rcatest  importance,  and  the  timing 
[nay  just  be  right.  ■ 


Why  do  investors  pay 

$1  Million  a  Month 
in  Hard  Dollars. . . 

for  Value  Line's  Independent 
Investment  Advisory  Guidance? 


Perhaps  it's  because  the  Value  Line 
Survey  reports  on  more  than  1600 
stocl<s  and  pinpoints  the  least  timely 
among  them  as  well  as  the  most  timely; 
the  safest  as  well  as  the  riskiest;  the 
biggest  yielders  as  well  as  the  smallest; 
the  greatest  growth  potential  as  well  as 
the  smallest. 

'Serious  investors  want  good  reasons 
for  what  they  do  with  money.  So  it  may 
be  significant  that  today  more  inves- 
tors pay  more  money,  total,  for  The 
Value  Line  Investment  Survey  than  for 
any  other  published  advisory  service. 
Here's  one  of  23  good  reasons: 

Good  Reason  No.  6 

Value  Line  zeros  in  on  the 
"Stocks  to  Avoid*'  for  the  time 
being. 

Unlike  most  investment  advisers.  Value 
Line  reports  to  its  subscribers  every 
week  on  the  broad  field  of  stock  values 
—  more  than  1600  stocks  which  ac- 
count for  over  95%  of  all  dollar  trading 
volume  in  U.S.  equity  markets.  Each  of 
these  stocks  is  systematically  evalu- 
ated every  week— re/a f/Ve  to  all  the  rest 
of  the  1600— ioT  (a)  next-12-months 
Probable  Price  Performance,  (b)  3-  to 
5-year  Appreciation  Potential,  (c)  Esti- 
mated Yield  in  the  next  12  months,  and 
(d)  Safety. 

With  these  continually  updated  ratings 
and  estimates,  you  can  readily  pinpoint 
not  only  which  stocks  may  be  best  for 
you  currently  —in  the  light  of  your  own 
goals— but  also  which  stocks  are  rated 
worst  for  you  now. 

If  you  are  interested  in  maximizing  your 
return  on  investment,  we  suggest  you 
avoid  for  the  time  being  the  400  stocks 
currently  ranked  unfavorably  for  the 
next-12-months  Performance.  These 
are  clearly  identified  each  week  in  Value 


Line's  Summary  of  Advices.  The  very 
latest  weekly  Summary  will  come  to  you 
automatically  under  the  offer  below. 

Plus  3  Special  Reasons: 

1)  You  can  receive  the  complete  Value 
Line  Survey — everything  thai  goes  to 
regular  subscribers— for  the  next  10 
weeks  for  only  $29  . . .  nearly  50%  off 
the  regular  rate,  if  nobody  in  your 
household  has  subscribed  to  The 
Value  Line  Investment  Survey  in  the 
last  two  years. 

2)  You  also  receive,  as  a  bonus.  Value 
Line's  1900-page  Investors  Reference 
Service  (sold  separately  for  $45), 
bringing  you  our  latest  full-page  re- 
ports on  all  1600  stocks . . .  and  85 
industry  analyses. 


3)  You  receive  the  64-page  booklet, 
"Investing  in  Common  Stocks,"  which 
contains  a  wealth  of  information  on 
security  analysis  and  portfolio  man- 
agement. 

Money  Back  Guarantee 

You  take  no  risk  in  accepting  this  spe- 
cial offer.  If  you  decide  you  don't  want 
to  join  the  other  subscribers  to  The 
Value  Line  Investment  Survey,  just  re- 
turn the  material  you  have  received 
within  30  days  for  a  full  refund  of  your 
subscription  fee.  Since  you  have  noth- 
ing to  lose,  and  possibly  a  great  deal 
to  gain,  why  not  fill  in  and  mail  the 
coupon  right  now. 


I  The  Value  Line  Investment  Survey 


1 


ARNOLD  BERNHARD  &  CO.,  INC. 


D  Begin  my  special  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  tiousehold  every  two 
years)  and  send  me  the  Investors  Reference  Service 
and  the  booklet  "Investing  in  Common  Stocks"  as  a 
bonus.  My  check  or  money  order  for  $29  is  enclosed. 
(Trial  subscriptions  must  t>e  accompanied  by  payment.) 
D  I  prefer  one  year  (52  weeks)  of  Value  Line,  plus  the 
bonus.  Investors  Reference  Service  and  the  booklet, 
"Investing  in  Common  Stocks"  lor  $285.  (There  are  no 
restrictions  on  this  offer.) 
D  Payment  enclosed       D  Bill  me  for  $285 


•5  EAST  44TH  STREET,  NEW  YORK,  N.Y.  10017 

416M15 


SIGNATURE 


NAME 


ADDRESS 


APT  NO. 


\^_, 


CITY  STATE  ZIP 

Not  assignable  without  subscriber's  consent.  Foreign  rates  on 
request.  Subscription  lees  are  fully  tax-deductible.  (NY  resi- 
dents add  applicable  sales  tax.)  i 

GUARANTEE:  If  dissatisfied  for  any  reason,  I  may.  under  either  offer,  return  the  i 

material  within  30  days  for  a  full  refund  of  the  fee  I  have  paid.  ^ 
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Regular 

Quartedy 

Dividend 

57V2«f  per  Common  Share 

Consecutive  dividend 
payments  since  1939 

Payable: 

December  15, 1976 
Record: 
November  12, 1976 

Declared: 
October  27, 1976 

Panhandle 
Eastern 

PIPE  LINE  COMPANY 

Cyril  J.  Smith,  Secretary 
P.O.  Box  1642 
Houston,  Texas  77001 


QUARTERLY  DIVIDENDS  SINCE  1935 

NATIONAL 
DISTILLERS 
sCHEMICAL 
CORPORAnON 

DIVIDEND   NOTICE 

The  Board  of  Directors  has  declared  a 
quarterly  dividend  of  35C  per  share  on 
the  outstanding  Common  Stock,  pay- 
able on  December  1,  1976  to  stock- 
holders of  record  on  November  10, 
1976.  The  transfer  books  will  not  close. 

October  28,  1976 

RAMSEY  E.  JOSLIN, 
Vice  President-Financial 


88 


DIVISIONS:  U  S   INDUSTRIAL  CHEMICALS  CO. 

NATIONAL  DISTILLERS  PRODUCTS  CO. 

BRIDGEPORT  BRASS  CO. 

ALMAOiN  VINEYARDS.  INC. 

BEACON  MANUFACTURING  COMPANY 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects. 
R.E.,  factoring,  Accts.  Rec,  Time  De- 
posits. Send  details  to:  Computer  Capi- 
tal Corporation,  Dept.  21A,  6922  Holly- 
wood Blvd.,  Los  Angeles,  CA  90028 


Money  And  Investments 


Venture  Capit: 


Making  Money 
While  You  Sieei 

By  Thomas  P.  Murphy 


he  venttire  capital  business  spawns 
some  interesting  characters.  Take  A. 
David  Silver,  35.  He  is  a  smallish  man 
with  gold-rimmed  glasses,  quiet  spo- 
ken and  given  to  understatement. 
And  he  openly  dislikes  what  he  does 
for  a  living. 

What  he  does  is  act  as  an  inter- 
mediary—they are  called  "finders"  in 
the  trade— between  venture  capitalists 
and  entrepreneurs  who  want  to  raise 
capital.  Finding  sounds  easy.  In  fact, 
it  is  tough  and  grueling. 

"It  is  a  personal  service  business," 
Silver  says  with  regret.  "I  haven't  had 
an  uninterrupted  vacation  in  five  years 
and  personal  service  businesses  stink." 

Silver  makes  a  very  good  living  but 
he  earns  every  single  penny  of  it.  He 
spends  his  12-hour  days  trotting  be- 
tween meetings,  phone  calls  and  air- 
planes. He  is  regularly  one-half  hour 
late  for  all  of  them.  Despite  this 
peccadillo.  Silver  is  one  of  the  few 
finders  welcomed  by  venture  capital 
firms  and  perhaps  the  only  one  work- 
ing at  it  full  time.  For  the  most  part, 
venture  capitalists  cordially  dislike 
dealing  with  middlemen  and  they 
hate  to  see  that  finder's  fee,  5%  of  the 
first  million  dollars,  4%  of  the  second, 
etc.,  skimmed  off  a  deal.  "Silver  is  dif- 
ferent," says  a  Boston  venture  capital- 
ist. "He  has  good  deals,  he  structures 
them  well  and  he  can  be  trusted." 

Silver,  for  his  part,  is  by  no  means 
enamored  of  all  the  venture  firms: 

"Take  this  one,"  he  stabs  a  finger 
at  a  venture  firm  on  his  list.  "They 
are  always  talking  about  the  need  for 
equity  capital  in  small  business.  The 
truth  is,  all  they  will  invest  in  is  a 
12%  debenture  deal  with  equity  kick- 
ers. They  would  take  15%  if  they 
could  get  it." 

As  Silver  sees  it,  the  venture  world 
survived  the  recessions  and  is  starting 
to   come   back.    But   it   was   quite   a 

Mr.    Murphy    heads    a   venture    capital    firm,    Parlner- 
ihip  Danklst,  Stamford,  Conn. 


^\  . .  and  it  has  already 

finished  a  deal 
that  tripled  its  money 

on  one  investment." 


bloodbath.  Out  of  700  firms  in  ti 
business  in  1970,  Silver  estimates  on 
400  are  still  doing  anything  resen 
bling  venture  investments.  "They'i 
not  broke,"  says  Silver.  "Most  of  thai 
just  stopped  backing  small  companie 

"What  is  left,"  he  believes,  "ai 
real  pros.  The  dilettantes  and  th 
dreamers  were  weeded  out." 

In  fact,  "defensive"  structure  is 
major  point  in  the  book  Silver  wroti 
Venture  Capital,  on  corporate  vent 
capital   investing.    (The  book  is 
available  in  bookstores  but  may 
ordered  by  writing:  Lane  Gate  Capita 
Corp.,     55    Water    St.,     New     Yorl' 
10041.)  "I  had,"  he  explains,  "plent> 
of  free  time  in  1974  to  write. 

"What  I  mean  by  defensive  struc  ; 
turing  is  a  contract  with  'hooks'  in  it, 
You  can  write  a  bond  indenture  ori 
preferred  stock  agreement  that  giv4 
the  investor  the  power  to  take  ovi 
and  fire  management  if  things  go  bac 
A  lot  of  the  guys  who  failed  in  tl 
early    Seventies    were   common    stc 
buyers.    When    business    went    soul 
they  were  sitting  there  with  min(M-it 
stock    positions    and    there    wasn't    jl 
thing  they  could  do."  ; 

As  for  investment  philosophy,  Sil< 
ver  believes  that  we  can  divide  thii( 
U.S.  into  East  and  West. 

"In  the  West,"  he  says,  "there  istj 
still  belief  in  the  possible.  That  is  be-^ 
cause  they  have  a  sense  that  a  start-^i 
up  business  can  succeed.  It  is  first-'' 
generation  money  out  there;  it  is  Anj 
thur  Rock  kind  of  money.  They  madlft 
it,  and  they  are  willing  to  believe  I 
somebody  else  can  make  it,  too. 

"Here,"  Silver  says,   shrugging   tc 
ward  Wall  Street  a  few  blocks  awayjj 
"you  deal  with  old  money  that  grand! 
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c  Dr  daddy  made.  Nobody  in  this 
r  ation  is  taking  any  chances  with 
a  dnd  of  money." 

sillusioned  with  the  soggy  spirits 
many  private  "venture"  people, 

r  still  finds  the  old  zip  in  the  big 

{rations  like  Exxon  and  Time  Inc. 
io  venture  deals.  Silver  likes  the 
rate  style:   "They  will  hang  in 
a  company  when  things  go  bad. 
gular  venture  capitalist  thinks  in 
s  of  five  years,  a  corporate  venture 
;tor  has  a  larger  time  frame,  per- 
as  long  as  25  years." 
irthermore,  corporations  are  eas- 
a  )ack  into  venture  investing  while 
i  ite  money  isn't  yet.  "Time  Inc.," 
I  r  notes  with  some  surprise,  "start- 
'.   venture  fund  in  1975,  and  it  has 
-  dy  finished   a   deal   that   tripled 
;  loney  on  one  investment." 


id  Silver 

1  fact,  Silver,  because  of  his  book 
venture  investing,  has  become  ad- 
r  to  three  new  corporate  ventxu-e 
rts.  "Among  other  things  I  tell 
m  to  start  with  no  more  than  $5 
lion  and  to  set  precise  financial 
Is.  If  they  ddn't  start  with  goals 
mselves,  they  won't  impose  goals 
the  companies  they  invest  in." 
Ls  for  David  Silver's  own  goal,  it 
lains  getting  out  of  the  business. 
A^een  phone  calls  and  gulps  of 
Jk  coflFee  he  explains:  "As  soon  as 
we  a  half-million  dollars,  I'm  start- 
an  SBIC  [small  business  invest- 
it  company].  With  my  capital  and 
5  million  of  the  Government's 
riey,  I'll  own  something  that  makes 
ney  while  I  sleep."  Isn't  that  what 
ry  person  who  works  for  a  living 
ams  about?  ■ 


The  broker  for 
experienced  investors. 

Professional  execution  and  custodial  services  in  stocks, 

options,  and  bonds.  All  markets,  all  services  except  advice. 

Automatic  volume-discount  commission  schedule: 


Stocks 

Options 

Bonds 

Your  annual 

commission 

You  pay  no 

and  get  a 

You  pay  no 

and  get  a 

volume* 

more  than 

discount  of 

more  than 

discount  of 

Commissions 

(/share) 

at  least** 

(/contract) 

at  least** 

per  bond 

$       Oto$  500 

$0.35 

30«Vo 

$20.00 

10% 

$4.50 

$  500  to  $1500 

.30 

35% 

17.00 

15% 

4.00 

$1500  to $3000 

.25 

40% 

14.00 

20% 

3.50 

$3000  to $5000 

.20 

45% 

11.00 

25% 

3.00 

over  $5000 

.15 

50% 

8.00 

30% 

2.50 

*  At  pre-May  1, 1975  NYSE  and  CBOE  fixed 

rates.  **  From  pre-May  1, 

1975  rates. 

Subject  to  minimum  charge  of  $25  per  order  and  one-time  commission  advance  of  $250. 

To  receive  complete  information  on  our  commissions  and  services,  mail 
this  ad  or  call  800-221-5338  toll-free,  in  N.Y.  State  212-269-9127  collect. 

Name 


Address. 


City- 


.State_ 


-Zip. 


© 


TBF 


Source  Securities  Corporation 

70  Pine  Street,  New  York,  N.Y.  10005 


FOR  11/76 


PossiHy  the  most  sensible  w^ 
to  invest  in'Bx-Ree  Municipals. 


fl^:^*.. 


■///,■ 


lllfflllllill 


CaUToU-fee 

(800)225-6190 

^  '  In  Mass.  Call  CoUect  (617)726-0650 


No  sales  charge  or  redemption  fee. 
Daily  tax-free  income. 
Tax-free  compounding  through 

re-investment. 
Daily  liquidity. 
Diversification  of  investment 

dollars. 
Full-time  investment  management. 

The  initial  investment  requirement 
is  $2,500. 


nOEUTY  MUNICIPAL  BOND  FUNDI  LTQ 

P.O.  Box  832.  Dept  FF61115 

82  Devonshire  St..  Buston.  Masb.  U2103 

For  more  information,  includ- 
ing all  charges  and  expenses, 
please  write  or  call  for  a  pro- 
spectus. Read  it  carefully  before 
you  invest  or  send  money. 


Name 


I 
I 


Address 
CUy  State  lip 

■  nOEUTY  GROUP 

B  Over  $3  billion  of  assets  under  management. 
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Rugged  and  handsome  cases  in  red  and 
black  with  title  embossed  in  gold.  Prices: 
$4.95  each,  3  for  $14.00,  6  for  $24.00. 
Send  check  to  Jesse  Jones  Box  Corp., 
Dept.  FB,  P.O.  Box  5120,  Phila.,  Pa.  19141. 
Please  allow  3  to  4  weeks  for  delivery. 


SOUTHERN  NATURAL 
RESOURCES,  INC. 

Birmingham,  Alabama 
Common  Stock  Dividend  No.  14 

A  regular  quarterly  dividend  of  46  1/4 
cents  per  share  has  been  declared  on 
the  Common  Stock  of  Southern  Natural 
Resources,  Inc.,  payable  December  14, 
1976  to  stockholders  of  record  at  the 
close  of  business  on  November  30, 1976. 

RONALD  L.  KUEHN,  JR. 
Secretary 

Dated  October  29,  1976 


WHAT    IS    HARDER 
THAN    A    DIAMOND? 


OBTAINING   MORE   MONEY   FOR   YOUR 
JEWELRY   AND   PRECIOUS   STONES. 


BUYERS 
OF  ALL 
JEWELRY 
SINCE   1899 


from 
Individuals, 
Collections, 
and  Estates. 


7  East  48  Street/New  York,  N.Y.  10017/212-755-0601 

(West  Coati)  Koianjian  Bros.,  332  N.   Rodeo  Dr. 

Beverly   Hills,   Collf./21  3-272-0616 
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Out  On  A  Limb? 


The  Func 


1.1 


The  case  for  buying 
Japanese  stocks. 


Buffalo,  N.Y.  is  not  precisely  the  fi- 
nancial capital  of  the  world,  but  it 
happens  to  be  the  home  of  one  of  the 
best-run  investment  companies,  the 
$92-million-assets,  closed-end  Niaga- 
ra Share  Corp.  Niagara  was  one  of 
15  funds  on  the  Forbes  Mutual  Fund 
honor  roll  this  year  (At/g.  1^),  and  it 
has  a  good  record  of  being  ahead  of 
the  crowd.  Niagara,  for  example,  was 
early  into  gold  stocks  and  timely  out 
of  them.  E.  Douglas  Howard  II,  its 
longtime  president  genius,  is  retired 
but  still  active  on  the  board.  His  suc- 
cessor. President  Robert  Irwin,  has 
recently  sold  more  than  half  his  firm's 
hefty  holdings  in  Hewlett-Packard,  on 
which  it  took  a  handsome  profit,  and 
reinvested  most  of  the  money  in  Jap- 
anese stocks.  Among  them:  Fujitsu 
Ltd.  (Japan's  IBM);  Fuji  Photo  Film 
(Japan's  Eastman  Kodak);  Taisei 
Corp.  (Japan's  second-largest  con- 
struction company);  and  Matsushita 
Electric  (Panasonic). 

So  far  this  year,  the  Tokyo  ex- 
change index  has  fluctuated  in  a  fair- 
ly narrow  range— from  a  low  of  4403 
in  January  to  a  high  of  4865  in  July. 
Tokyo  has  never  quite  made  it  back 
to  its  1973  high-5360.  In  short,  To- 
kyo stocks  have  never  fully  recovered 
from  the  oil  shock  of  1973.  Since  Ja- 
pan itself  seems  to  have  taken  the 
shock  in  stride,  you  can  make  a  case 
that  Japanese  stocks  should  be  higher. 

Is  Niagara  hot  on  the  Japanese 
market?  Irwin  turns  a  bit  cautious: 
He  points  out  the  recent  buying  still 
left  Japanese  stocks  at  only  3%  of 
Niagara's  portfolio,  the  beginning,  as 
he  puts  it,  "of  a  slow  but  orderly 
trend"  toward  more. 

We  don't  know  whether  Niagara 
will  be  right  again,  but  it  is  ahead 
of  the  crowd  again. 

In  Boston,  Putnam  Growth  Fund 
was  2%  in  Japanese  stocks,  but  else- 
where in  the  business  Forbes  found 
little  enthusiasm. 

Says  Ross  Sherbrooke,  who  super- 
vises foreign  investment  for  Boston's 
Fidelity  growth  funds:  "We  look  at 
the  Japanese  market,  but  we  haven't 
increased  our  interest  lately.  Other 
things  being  equal,  it  is  easier  to  in- 


vest here  in  the  State." 

In    Baltimore,     Howard    Colhoi 
president  of  the  Rowe  Price  New 
Fund,      agreed      with      Sherbrool 
"There  are  a  lot  of  compUcations  c 
nected  with  investing  in  Japan." 

John  Temple  ton,  who  runs 
Templeton  Growth  Fund  from 
home  in  the  Bahamas,  has  a  siza 
investment  in  Japanese  stocks,  but  h  ( 
has  decreased  that  slightiy:  "We  j 
haven't  found  as  good  bargains  in  J^« 
pan  as  we've  found  elsewhere."  J; 

In  New  York,  the  giant  Dreyfi 
Fund  has  actually  been  a  seller  < 
Japanese  stocks.  It  has  cut  its  ej 
posure  in  them  from  4.5%  of  its  $1.! 
billion  portfolio  to  slighdy  over  21 
"We  had  substantial  profits  in  son 
of  these  investments,"  says  investm 
officer  Kenneth  Oberman.  "We've  h 
the  feeling  that  the  slowdown  in  Wei 
em  Europe  may  impact  Japanese 
ports.  We've  become  cautious." 

So  that  leaves  Niagara  Share 
of  alone,  and  even  it  is  moving  slowl 
and  for  the  long  run.  But  Irwin  has  . 
gut  feeling  that  Japan,  having  riddeij 
out    the    quadrupling    of    oil    price! 
can  ride  through  just  about  anythinj 


Keystone's  Roller  Coaster 


"Tius  is  one  speculative  vehicle  thd 
doesn't  have  an  expiration  date  on  it, 
says  William  W.  Hennig,  executiv 
vice  president  of  Keystone  Custodia 
Funds,  taking  a  not-so-subtle  jab  a 
option  trading.  Hennig  is  boostin 
Keystone's  $400-million  (assets)  S-^ 
Fund,  one  of  the  industry's  more  un" 
usual  products. 

S-4  is  designed  for  those  who  like  i 
fast  ride  for  their  money  but  arc  I 
afraid  of  options,  commodities  OJj 
horses.  The  prospectus  bristles  witti 
such  red-flag  phrases  as  "high  risk,';i 
"speculative"  and  "expected  .  .  .  widdi 
fluctuations."  j 

"We  have  created  a  universe  (Aj, 
400  stocks  from  the  New  York,  Ameri^ll 
can  and  OTC  markets  for  this  fund.'ii 
explains  Hennig.  In  this  universe* 
price  volatility  is  the  most  important! 
feature  (the  list  is  updated  periodicah*] 
ly).  The  175  stocks  in  the  S-4  port-i; 
folio  arc  a  mixture  of  "new  ana 
emerging"  companies,  such  as  Inte^ 
Houston  Oil  &  Minerals  and  \M 
valued     Micro     Dt>viccs,     and     \vr\\*. 
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To  meet  the  demands  d  the 
jClectr  ic  Economy,  our  computers 

are  playing  house. 


Through  computer 
simulation,  home 
builders  in  the  Southern 
electric  system's  four-state  area 
are  able  to  forecast  the  energy  ^ 
requirements  and  estimate  related 
energy-saving  benefits  of  a  number  of 
residential  construction  methods. 

The  residential  building  energy 
computer  program  is  offered  free  to 
builders  by  the  system  companies.  And 
the  results  could  be  used  to  create 
substantial  savings  in  energy  bills  for 
homeowners  —  at  the  same  time  helping 
to  reduce  our  expenditures  for  costly 
generating  facilities. 

That's  important  —  to  the  Southern 
electric  system  and  to  its  customers. 
Because  we  see  a  day  when  just  about 
everything  that  moves  will  be  powered  by 


electricity. 

And  that 

means  finding 

ways  to  use 

electricity  more  efficiently. 

It's  why  Alabama  Power,  Georgia  Power, 
Gulf  Power,  and  Mississippi  Power,  with  the 
help  of  Southern  Company  Services  and 
The  Southern  Company,  are  determined  to 
be  ready  for  the  Electric  Economy. 

Demanding  work.  But  it  means  we'll  have 
the  electricity  needed  to  supply  something 
that  will  work.  The  Electric  Economy. 


Southern  Company 

the  southern  electric  system 


Announcing 
TIME  EuroExecutive. 


The  publishers  of  TIME  announce  the  first  demographic  advertis- 
ing edition  ever  published  in  Europe.. TIME  EuroExecutive... cen- 
tered precisely  on  the  Executive  Market  of  Europe. 

The  edition  has  a  circulation  of  85,000  and  a  black  and  white  page 
rate  of  $3,570. 

These  85,000  were  chosen  from  TIME  Europe  subscribers  who, 
by  questionnaire,  Individually  identified  themselves  as  executives  in 
business,  government  or  the  professions. 

The  basic  page  rate  of  $3,570  brings  TIME  EuroExecutive  within 
range  of  those  limited-budget  advertisers  who  have  long  sought  a 
way  to  reach... economically... a  major  segment  of  the  European 
Executive  Market  in  a  high-prestige  setting. 

TIME  EuroExecutive  becomes  available  with  the  issue  of  February  7, 
1977.  Matching  pages  in  TIME  Top  Management  in  the  U.S.  will  earn  a 
5%  discount  for  both.  For  further  details  call  your  TIME  representa- 
tive, or  International  Area  Director  Dave  Gibson  in  New  York  at 
212  556-4452. 
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r  vn  stocks  such  as  Teledyiie,  Boe- 
and  even  Federal  National  Mort- 
;   (Fannie  Mae)    that  meet  S-4's 
ria  for  price  stabihty. 
0   insure   its   volatility,   S-4   stays 
invested  at  all  times.   Even  if 
stone's  money  men  think  the  stock 
ket  is  headed  for  a  crash,  S-4  will 
■^  in  the  market.  Says  Hennig,  "We 
>  advise  the  investor  on  timing." 
.( stone  simply  provides  the  vehicle. 
-4   meets   the  expectations  of  its 
1  agers;  it  is  volatile.  "S-4  goes  up 
1  h    more    than    the    market    and 
(  a  much  more  than  the  market," 
.  s   Hennig.   The  fund  received  a 
I  ly  A+  rating  in  the  Forbes  Mutual 
id  Survey    (Aug.   15)   for  perfor- 
1  ce  in  up  markets  and  a  horrible 
or  performance  in  down  markets, 
ween  1972  and  1974,  the  fund's 
assets  plunged  from  $911  million 
nder  $250  million.  Since  the  mar- 
lows,    S-4   has    moved   up    88%, 
ter    than    the    63%    on    the    Dow 
es  industrials  or  the  66%  for  the 
rage  growth  fund, 
lowever,  the  stock  market  overall 
n't    gone    anywhere    since    1966, 
L  so  S-4  Fund's  ten-year  record  is 
ible.    It   has    had    a   total    return 
lich  includes  reinvestment  of  capi- 
gains    and    income)    of    15%    vs. 
average  mutual  fund's   total   re- 
of  55%. 

•Jot  surprisingly,  S-4  has  a  fairly 
h  turnover  rate,  over  50%  a  year, 
tuations  here  change  more  rapidly 
n  normal,"  says  S-4  portfolio  man- 
■r  Donald  Keller. 

>-4  is  part  of  an  unusual  series  of 
r  common  stock  funds.  Keystone's 
is  a  fund  for  stodgy  stocks.  The 
ids  get  dicier  with  each  succeeding 
nber.  All  stay  fully  invested.  "The 
estor  makes  his  decision  as  to 
ether  or  not  he  wants  to  be  in  the 
rket,"  says  Hennig,  and  with  what 
pree  of  risk.  Keystone's  is  an  old 
Qce  1935)  and  intriguing  idea;  un- 
tunately  for  ^  shareholders,  only 
L  has  kept  up  with  the  market  in 
!  last  five  years.  The  rest  have 
;ged  with  varying  degrees,  S-4  far 
)re  than  the  others. 
Wouldn't  you  know  it?  S-4  at- 
rCted  money  at  the  wrong  time— 
len  it  was  riding  high  in  the  late 
60s  and  early  1970s.  Many  inves- 
s  didn't  quite  realize  they  were 
tting  their  money  in  a  stomach- 
ning  roller  coaster.  Now,  as  the 
/  asy  customers  get  even,  many  are 
tring  out,  and  S-4,  like  most  funds, 
experiencing  net  redemptions.   ■ 


■Edson  Grould's— — — — — — — — 

1977  FORECAST 

Can  another  bear  marfcet,  similar  to  the  near  500  point  1 973- 1 974  decline,  possibly  begin  In  late- 1 976 

or  early-1977? 

How  much  higher,  if  at  all,  might  the  market  go?  Is  a  major  reaction  now  due?  Should  the  investor  cut 

back  his  riaka  right  now  or  wait  for  a  further  rise,  possibly  to  a  new  all-time  high? 

Edson  Gould,  In  his  1977  Forecast,  also  discusses  hia  conclualona  about  the  1977  outlook  for  gold, 

gold  atocka,  Intereat  ratea,  inflation  versus  deflation,  and  the  bond  market  outlook. 

Unhedged  answers  to  these  and  many  other  thought-provoking  questions  are  attempted  in  this  Special 

Report,  EDSON  GOULD'S  1977  FORECAST,  which  carefully  discusses  the  market's  present  position 

and  near-  and  longer-term  outlook. 


AN  UNPRECEDENTED  DEFER 

Prior  to  thia  offor,  IdM*  gonoratad  by  EDSON  GOULD  and 
our  othar  aacurlty  analyata  wara  avallabia  only  for  $500 
annually  In  FINDINGS  A  FORECASTS,  our  uncommonly 
Intaraating  advlaory  aarvlea. 

TWO  ALTERNATIVES 

I.  ThIa  Spaclal  Raport,  "Edaon  Qould'a  1977  Foracaat", 
plua  our  naxt  laaua  of  FIndlnga  A  Foracaata  for  $12  In 
total  tax  daductlbla.  Vou  alao  racalva,  aa  a  bonua,  a 
copy  of  our  1 8  paga  brochura,  "A  Vital  Anatomy",  whicfi 
axplalna  Edaon  Qould'a  matliodology  and  how  to  baal 
undaratand  hIa  atock  markal  forocaating  tachnlquaa 
and  mathoda  and  how  to  boat  uaaFlndlnga  t  Foracaata. 

II.  ThIa  Spaclal  Raport,  "Edaon  Gould'a  1 977  Foracaat",  la 
avallabia  at  no  additional  charga,  togathar  with  Edaon 
Qould'a  thraa  Spaclal  Ma|or  Raporta:  1)  Edaon  Qould'a 


22  paga  "Induatry  and  Stock  Foracaat";  2)  Edaon 
Gould'a  15  paga  Spaclal  Raport,  "A  Major  Top?";  3) 
Edaon  Qould'a  25  paga  Spaclal  Raport,  "A  Major  Bot- 
tom?"; and  4)  our  "Vital  Anatomy"  brochura.  All  of  tha 
abova  ara  avallabia  with  a  thraa  month  trial  aubacrlp- 
tlon  to  our  ragular  FINDINGS  A  FORECASTS  advlaory 
aarvlea  for  SI  SO,  or  with  a  ona  yaar  aubacrlptlon  for 
$500  both  fuMy  Us  daductlbla. 


DISCRETIONARY 
INVESTMENT  MANAGEMENT 

If  you  would  Ilka  to  racalva,  with  abaolutaly  no  obligation. 
Information  on  our  diacratlonary  Invaatmant  managamant 
program  for  accounta  of  $200,000  or  mora,  plaaaa  chack 
tha  bottom  box  to  tha  right. 


ANAMETRICS.  INC 


199  PARK  AVENUE.  NEW  YORK  NEW  YORK  10017  •  PLAZA  8  5500 
Please  send: 

D  The  Special  Report,  "EOSON  GOULD'S  1 977  FORECAST"  plus  the  next  issue  ot  FINDINGS  &  FORECASTS,  and  the  1 8  page 

Vital  Anatomy  Brochure.  $12  PAYMENT  ENCLOSED.  TAX  DEDUCTIBLE. 
QThe  Special  Report,    "EDSON  GOULD'S  1977  FORECAST"  plus  the  next  issue  of  FINDINGS  &  FORECASTS,  EDSON 

GOULD'S  three  Special  Reports:  "Industry  and  StocK  Forecast",  "A  Major  Top?  ",  and  "A  Major  Bottom?"",  as  well  as  18  page 

Vital  Anatomy  brochure,  all  as  a  bonus  with  a  three  month  trial  subscription  to  FINDINGS  &  FORECASTS  at  $1 50.  My  payment  is 

enclosed   TAX  DEDUCTIBLE. 
DThe  Special  Report,  "EDSON  GOULDS  1977  FORECAST"  plus  the  next  issue  ol  FINDINGS  &  FORECASTS.  EDSON 

GOULDS  three  Special  Reports:  "Industry  and  Stock  Forecast",  "A  Major  Top?"',  and  "A  Major  Bottom?'",  as  well  as  18  page 

Vital  Anatomy  brochure,  all  as  a  bonus  with  a  one  year  subscription  to  FINDINGS  &  FORECASTS  at  $500.  My  payment  is 

enclosed.  TAX  DEDUCTIBLE. 
Q  Please  send  information  on  your  discretionary  Investment  Management  Program  for  accounts  of  $200,000  or  more 

D  Individual  Account     □  Pension  or  Profit  Sharing 
PLEASE  pniNT 

Name 


a  Address 
'  City  


State - 


Zip- 


A  Registration  Statement  relating  to  these  securities  has  been  filed  with  the  Securities 
and  Exchange  Commission  but  has  not  yet  become  effective .  These  securities  may  not 
be  sold  nor  may  offers  to  buy  be  accepted  prior  to  the  time  the  Registration  Statement 
becomes  effective.  This  advertisement  shaH  not  constitute  an  offer  to  sell  or  the 
solicitation  of  an  offer  to  buy  nor  shall  there  be  any  sate  of  these  securities  in  any  state 
in  which  such  offer,  solicitation  or  sale  would  be  unlawful  prior  to  the  registration  or 
qualification  under  the  securities  laws  of  any  such  state. 


The 
Edson  Gould  Fund^  Ince 

A  NO-LOAD  HIND 
InlllQl  Price  $10  Per  Share 

THE  EDSON  GOULD  FUND,  INC.  is  a  new,  open  end  diversified  no-load  investment 
company.  The  Fund's  primary  investment  objective  is  growth  of  capital  consistent 
with  the  preservation  of  investor's  capital.  In  an  effort  to  achieve  its  investment 
objective,  the  Fvmd  will  borrow  money  ftxjm  time  to  time.  Current  income,  vhile  not 
the  primary  objective  of  the  Fund,  will  also  be  considered  in  selecting  securities  for 
the  Fund's  portfolio. 

^ =  HIGHLIGHTS  =^ = 


•  No  Sales  or  Purchase  Charge  •  Minimum  Subsequent  Investment:  $50 

•  Minimum  Initial  Investment:  $500   •  No  Redemption  Charge 


The  Edson  Gould  Fxmd,  Inc. 

■^MNAMETRICS.  INC 

299  PARK  AVENUE.  NEW  YORK.NEW  YORK  10017  •  PLAZA  85500 

For  more  complete  information,  including  all  charges  and  expenses,  please  send  for  a 
preliminary  Prospectus  by  filling  in  and  returning  this  coupon  or  telephoning  the  above 
number.  Read  the  Prospectus  carefully  before  you  invest.  Send  no  money  now. 


Name 


Address 


City 

F1115 


State. 


Zip. 


IRBES,    NOVEMBER    15,    1976 


167 


Money  And  Investments 


Commodities 


w 


The  Ultimate  Commodity 


By  Stanley  W.  Angrist 


ant  to  trade  the  ultimate  com- 
modity—foreign currencies? 

The  International  Monetary  Market 
of  the  Chicago  Mercantile  Exchange 
now  makes  a  market  in  eight  major 
foreign  currencies— the  British  pound, 
the  French  franc,  the  Mexican  peso, 
the  Canadian  dollar,  the  deutsche 
mark,  the  Dutch  guilder,  the  Swiss 
franc  and  the  Japanese  yen.  Contracts 
are  oflFered  for  each  of  diese  commod- 
ities for  as  much  as  a  year  in  ad- 
vance, expiring  in  March,  June,  Sep- 
tember and  December.  All  you  have 
to  worry  about  is  what  the  finance 
minister  of  each  of  these  covmtries  is 
likely  to  announce  over  the  next  week- 
end. Comphcated?  Risky?  The  an- 
swer to  both  questions  is  a  loud  yes. 

Hedging  A  Risk 

Currency  futures  are  important  to 
businessmen.  Suppose  that  your  firm 
has  sold  equipment  worth  £50,000 
to  a  company  in  Great  Britain  for  de- 
livery next  March.  Given  the  state  of 
the  British  pound,  you  are,  to  put  it 
mildly,  not  quite  sure  what  your  pay- 
ment will  be  worth  next  March.  Thus 
you  sell  short  two  March  contracts  of 
£25,000  each  at  $1.50  per  pound. 
(The  minimum  exchange  margin  on 
each  contract  is  $2,000.)  Now  when 
you  receive  your  payment  in  March 
of  £50,000,  you  may  deliver  it 
against  your  short  position  and  re- 
ceive $74,870  (£50,000  x  $1.50  less 
$130  in  commissions).  You  have 
hedged  your  currency  risk.  You  may 
use  a  similar  strategy  in  the  event 
you  were  buying  goods  overseas  that 
must  be  paid  for  in  some  medium  of 
exchange  other  than  dollars. 


Stanley  W.  Angrist  is  a  professor  at  Carnegie-Mellon 
University  and  has  written  many  books,  including  one 
on  commodities. 


"Complicated?  Risky? 
The  answer  to  both 
questions  is  a  loud  yes/' 


Until  May  1972,  if  you  wanted  to 
speculate  in  currencies  as  an  individ- 
ual and  not  hedge  foreign  transac- 
tions, you  were  simply  out  of  luck. 
The  massive  "forward  market"  main- 
tained by  the  large  banks  in  money- 
center  cities  such  as  New  York  and 
London  were  not  interested  in  dealing 
with  speculators  in  a  mere  25  million 
yen  or  250,000  deutsche  marks  six 
months  hence.  They  viewed  such 
transactions  as  a  nuisance. 

Chicago's  IMM  changed  all  that 
with  its  smaller-sized  contracts,  mar- 
gins and  commissions. 

Influence  On  Currencies 

There  are  a  number  of  factors  that 
will  influence  what  the  world  is  will- 
ing to  pay  for  a  given  country's  cur- 
rency. The  most  important  factor  be- 
ing its  balance  of  payments— that  is 
the  net  inflow  or  outflow  of  its  total 
currency  transactions  with  other  coun- 
tries. Since  currency  transactions  on 
the  IMM  always  involve  U.S.  dollars 
on  one  side  (unless  a  spread  is  set  up 
between  two  foreign  currencies),  let's 
examine  those  factors  that  influence 
the  U.S.  balance  of  payments. 

First,  consider  claims  by  the  U.S. 
against  foreigners,  which  increases  the 
demand  for  dollars  by  foreigners  and 
tends  to  increase  the  value  of  the  dol- 
lar vis-a-vis  other  currencies.  These 
demands  include:  exports  of  goods 
and  services,  foreign  investments  in 
the  U.S.,  net  amounts  received  through 
U.S.  oflBcial  transactions,  and  other 
amounts  received  from  foreign  sources 
including  gifts,  loans  and  expenditures 
of  foreigyi  travelers  while  in  the  U.S. 

Now  let's  look  at  claims  against  the 
U.S.  by  foreigners,  which  tend  to  de- 
crease the  value  of  the  dollar  vis-^-vis 
other    currencies.    Included    in    this 


would  be:  imports  of  goods  and  ser- 
vices, investments  by  U.S.  citizens 
abroad,  foreign  aid  and  grants  to  oth- 
er countries  and  expenditures  by 
U.S.  travelers  abroad. 

In  addition  to  that  list  of  factors 
that  can  help  or  hurt  a  currency's  val- 
ue, one  must  also  consider  the  relative 
inflation  rate  between  the  U.S.  and  the 
other  country  of  interest.  If  country 
X  has  a  10%  inflation  rate  and  the 
U.S.  has  a  5%  rate,  it  will  be  diflBcult 
(if  not  impossible)  for  country  X's 
cunency  to  rise  substantially  vis-a-vis 
the  dollar;  it  would  be  much  more 
likely  to  fall.  That's  what  the  pound 
has  been  doing. 

Whither  The  Pound  And  The  Mark? 

Since  the  beginning  of  the  year  the 
world  has  devalued  the  pound  by 
about  25%.  Has  it  been  too  hard  on 
the  pound  and  can  it  rally  from  here? 
Though  the  inflation  rate  in  Britain  is 
down  to  something  like  14%  from  the 
25%  level  reached  in  1975,  the  market 
is  saying  that  it  is  not  looking  for 
much  improvement  from  this  point 
on.  The  inflation  rate  differential  be- 
tween the  U.S.  and  Britain  is  about 
8%  and  the  March  pound  is  selling 
at  about  a  6%  discount  to  the  spot 
pound.  Thus  it  appears  unreasonable 
to  me  that  the  pound  could  rally  sub- 
stantially in  the  next  few  months.  In- 
deed, if  inflation  starts  to  rise  again  in 
Britain,  the  once-mighty  pound  may 
yet  suffer  further  indignities.  On  the 
other  hand,  even  after  the  minor  re- 
valuation of  the  deutche  mark  in  mid- 
October,  most  analysts  see  the  mark  as 
still  undervalued.  They  look  for  fur- 
ther revaluation  relatively  soon. 

Currency  speculation  does  allow 
one  to  ignore  crop  reports,  but  in  their 
place  comes  a  whole  new  set  of  num- 
bers—inflation rates,  exports,  imports, 
interest  rate  differentials  and  maybe 
even  how  the  finance  minister  of  coun- 
try X  slept  last  night.  Is  this  for  you? 
The  late  John  Maynard  Keynes  onco 
made  a  fortune  on  it.  But  not  many 
of  us  arc  that  smart  or  that  well 
plugged  in.   ■ 
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Celebrating  our  50th  consecutive  year  of  Annual  Forecasts. 
You  are  cordially  invited  to  share  a  look  into  the  future  with 


United's  clear  unhedged  analysis  of  the 
Stock  Market  and  the  Economy  for  1977  issued 
December  13  covers  such  vital  issues  as: 

Inf  I  Economics 
Energy 
Autos/ Trucks 
Retail  Trade 


Stock  l\/larket 
Business 
Inflation 
Interest  Rates 


Production 
Services 
Raw  Materials 
Federal  Policies 


Labor  /  Employment 
Dividends 
Commodities 
Capital  Spending 


Earnings  Building 

Plus  United's  selections  for  investnnent  in  the  conning  year 
including  analysis  of  profit  and  risk. 

•  15  Profit  Makers  for  1977 

•  5  High  Quality  Growth  Stocks  Still  Behind  the  Market 

•  5  Emerging  Growth  Stocks  for  the  Courageous 

•  Stocks  >^ith  Liberal  and  Rising  Yields 

^r%^  •  Bondsforlnconne— Both  Taxable  and  Tax  Free 

E^JwQ^H^      •  Convertibles  for  Both  Income  and  Profit 

You  will  also  receive  a  copy  of  this  useful  booklet 
INCOME  TAX  SAVINGS  GUIDE  FOR  INVESTORS 

When  to  sell  securities  for  Inconne  Tax  Savings 

How  to  handle: 

•  Year-end  sales  •  Wash  Sales  •  Puts,  Calls,  and 
straddles  •  Stock  Rights  •  Short  Sales 

•  Exchanges  •  Dividends  •  24  pages  of  how  to  treat  almost 
any  Security  Transaction. 

and  with  this  Golden  Anniversary  Package  you  receive  a 
4- week  subscription  to  United  Reports 


4  issue  subscription  to  United  Reports  is  a  $9  value  in  itself — tliis  entire  pacloge  only  *3. 

Mail  the  postage-paid  reply  card  today!  Send  no  nnoney ...  we  will  bill  you. 

"ILTTVj  I'^l^lTi  V  Business^^Investment Seivice 

\yl.  ^  A  X    W   jM  9  210  Newbury  St.,  Boston.  Massachusetts  021 16 
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FORBES:  CAPITALIST  TOOL 


Market  Trend: 


The  Bargains 

By;  Peter  G.  Banzhaf 


B  our  or  five  years  ago,  these  com- 
ments couldn't  have  been  published 
in  a  magazine  hke  this.  The  danger 
of  inflammatory  impact  on  the  secur- 
ities that  are  mentioned  would  have 
been  too  great. 

But  that  was  then  and  this  is  now. 
And  in  the  now  that  confronts  us,  it 
is  unlikely  that  even  a  smallish  ripple 
will  be  created  in  the  marketplace. 
So  here  goes. 

It  is  our  thesis  that  substantial  op- 
portunity currently  exists  in  the  shares 
of  relatively  small  firms.  These 
shares  once  sold  at  generous,  even 
vulgar,  multiples  of  earnings,  but  now 
they  are  widely  available  at  very  mod- 
est prices.  For  as  we  approach  the 
end  of  stock  market  1976,  this  seg- 
ment of  the  equities  structure  has 
been  abandoned  by  virtually  every 
important  buyer  around;  the  institu- 
tions have  been  busy  with  the  smoke- 
stack group  and  a  few  select  members 
of  the  Favorite  Fifty.  And  these 
stocks  are  cheap.  Many  of  the  once- 
popular  smaller  corporate  organiza- 
tions—despite what  in  some  cases  has 
been  truly  remarkable  growth— find 
themselves  selling  at  wizened  year- 
end  price  levels.  And,  since  they 
haven't  produced  much  in  the  way 
of  gains,  they  are  being  callously  vm- 
loaded  to  provide  1976  losses. 

Now  we  are  not  necessarily  talking 
about  the  exotic  manufacturers  be- 
loved of  the  1960s  that,  with  three 
Ph.D.s  and  a  tax-loss  carryforward, 
could  command  prices  that  were  lit- 
erally incomprehensible.  Tho.se  days 
—those  foolish,  indulgent,  but  not  en- 
tirely unhappy  times— are  well  behind 
us  and  probably  won't  be  repeated  for 
at  least  half  a  generation. 

No.  The  companies,  most  of  which 
are  traded  over  the  counter,  have  sub- 
stance, earnings,  a  balance  sheet  that 
will  stand  up  to  more  than  a  cursory 

Mr.     Banzhaf    is    o    vice    president    witii    Robert    W. 
Boird  &  Co.    Inc.,  Milwaulcee,  Wis. 


examination.  They  may  have  a  tei 
porary  problem  here  or  there,  but 
sically  they  are  much  stronger  thi 
they  were  a  few  years  ago.  The 
cession,  in  some  cases,  actually  tougl 
ened  them.  Yet  here  they  are,  w« 
below  their  1976  highs,  sometimes  i 
price/earnings  ratios  under  10. 

These  organizations  have  a  uniqi 
product    or    market    dominance    thi 
makes  them  inherently  more  intrigi* 
ing    than    a    bigger,    stronger,    ol 
company.    Additionally,    they   poss 
steady— and    sometimes    spectacul; 
records  of  growth  in  sales  and  e 
ings,  high  and  consistent  profit 
gins  at  a  healthy  return  on  equity, 

These  are  not  tiny  companies.  Sale 
in  most  cases  are  well  over  $50 
lion.     Sometimes     $100    million 
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Those  foolish;  indulgent, 
but  not  entirely  unhappy* 
times  are  well  behind  us. . .  .c 


more.  But  one  way  or  another,  thi 
seem  to  hold  a  claim  on  the  fut 
that  has  legitimacy.  And  for  them 
years  ahead  look  infinitely  bright) 
to  us  than  they  do  over  at  U. 
Steel  or  Union  Carbide. 

Admittedly,  time  will  be  require 
for  a  change  in  the  market  enviroi 
ment.  These  shares  are  not  for  til 
demanding,  intemperate  speculate 
who  can't  put  up  with  a  bad  quart 
or  two.  He  should  go  elsewhere. 

When  buying  relatively  small  con 
panics  in  the  past,  we  have  usually  au 
sumed  the  traditional  broker's  standi 
—a  hedged  position— and  suggested  '! 
package  approach.  We'd  rather  dive  \ 
sify  away  from  riches  than  concci 
trate  ourselves  into  trouble. 

Some   of   these    companies,    as    vi 
mentioned,     encountered     a     flat    0' 
break-even  quarter  upon  ocx'asion, 
they  all   possess  admirable  long-tei 
trends.  So  as  the  tax-selling  pressu|j[^ 
mounts,  consider: 

Fotomot  Corp.   (lOJi),  the  largi 


172 


FORBES,    NOVEMBER    15,    191 


Ibdayls  Babcock&WilccBc 

We^  a  lot  more  than 
a  synonym  for  steam. 


Mom,  what's  for  dinner?  Kaowool®  a 
mic  fiber  product  made  by  our  Ref rac- 
s  Division,  and  widely  used  to  conserve 
in  industrial  furnaces,  is  also  an 
Drtant  ingredient  in  today's  "counter 
ranges.  In  combination  with  Nichrome® 
3l,  it  is  vacuum  formed  into  a  shape 
acts  as  both  thermal  and  electrical 
lation.  In  addition  to  Kaowool  we  manu- 
jre  many  other  specialty  ceramic 
ucts,  making  us  a  leading  supplier  to 
teel,  petroleum  and  chemical  industries, 


r  eking  noise  pollution  for  a  loop. 

]  jmbat  the  excessive  noise  created 
i  ost  control  valves,  our  Control 
ponents  subsidiary  has  devel- 
i  a  valve  that  controls  velocity 
is  much  quieter  than  conven- 
i\  models.  Result:  lower  equip- 
it  wear-out  and  less  damage  to  the 
lan  ear  in  factories,  power  plants 
processing  operations. 


More  power  to  the  people.  With  25  years  experience 
in  nuclear  technology,  it's  not  surprising  that  there  are 
32  B&W  nuclear  power  plants  in  stages  of 
negotiation,  planning,  con- 
struction, start-up  or  com- 
mercial operation.  The  fact^ 
that  no  B&W  nuclear 
steam  system  has  everj 
been  de- rated 
for  any  reason 
speaks  for  itself. 
We  have  also 
earned  a  role 
as  a  major 
nuclear  supplier 
to  the  U.S.  Navy. 

Putting  the  heat  on  coal. 

In  an  effort  to  find  better 
ways  to  burn  coal,  B&W  has 
built  the  combustor  pressure 
vessel  for  a  coal  gasification 
'  test  project  in  Homer  City,  Pa. 
sponsored  by  ERDA  and  the 
U.S.  Bureau  of  Mines.  Inside 
the  vessel,  coal  is  burned  and 
converted  to  methane  in  a  closed  cycle  that 
keeps  all  pollutants  contained. 


The  hidden  steel  company.  Surpris- 
ingly enough,  B&W  is  generally  ranked 
among  the  25  largest  steel  producers 
in  the  U.S.  And  our  entire  output  is  used 
for  our  own  specialty  steel  tubing  and 
welding  fittings  vitally  needed  by 
industries  such  as  petroleum,  chemical, 
bearings  and  electrical  generation. 


Building  energy  from  the 
'ground  up. Technical  com- 
petence has  earned  B&W  Construction 
Company  an  enviable  reputation.  In  addition 
to  its  worldwide  business  of  erecting  utility 
and  industrial  boilers  and  doing  general  and 
mechanical  construction,  the  company  is 
also  a  factor  in  the  building  of  nuclear  power 
plants. 

Babcock&  Wilcox 

161  EAST42ND  ST.,  NEW  YORK,  N.Y  10017 


Half-price  trial 
subscription  will  bring  you: 


babson's 


stock,  bond  &  business 

FORECAST  for  77 


Now  your  half-price,  8-week  trial 
all  for  only  $5.00: 

■  Stock  Market  Forecast  ■ 

■  Business  Outlook 

■  Investment  Strategy 

■  12  Babson's  Best  Buys  for 
appreciation  and  growth 

■  4  Common  Stocks  for  high 
income 

■  4  Preferred  Stocks  for  high 
income 

■  4  Bonds  for  high  income 


will  include  these  extras 

r 

4  Convertible  Securities  for 
appreciation  and  income 

Pius  Buy,  Sell,  Hold  on: 
100  IMajor  Stocks 
30  Depressed  Stocks 
30  Low-Priced  Stocks 
25  Utilities 

Plus  $100,000  Sample 
Retirement  Portfolio. 


Mail  this  coupon  today.  Full  refund  if  not  entirely  satisfied. 
All  reports  by  Ist-class  mail. 


4fHmi  babson's 
*»'' reports  inc. 

Wellesley  Hills,  Mass.  02181 

FOUNDED   IN   1904  BY   ROGER  W.   BABSON 


Please  send  my  8-week  trial  plus  Forecast 
for  1977  and  bonuses.  $5.00  enclosed. 


Name 


Street  &  No, 


City. 


.State. 


.Zip. 


This  subscription  will  not  be  assigned. 


R.J.Reynolds  Industries,  Inc. 


Common  Stock  Dividend 

A  quarterly  dividend  of  82  cents  per  share  has  been 
declared  on  the  Common  Stock  of  the  Company, 
payable  December  6, 1 976  to  stockholders  of  record 
at  the  dose  of  business  November  1 0, 1 976. 

C.  F.  BENBOW 

Senior  Vice  President  and  Secretary 
WInston-SaJem,  N.  C,  October21, 1976 

Seventy-Six  Consecutive  Years  of  Cash  Dividend  Payments 


Tobacco  Products 

Food  Products 

Fruit  Beverages 

Containerized  Freight  Transportation 


Aluminum  Products 
Packaging  Materials 
Petroleum 


I 
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most  profitable,  lowest  unit  cost  filn 
processor  in  the  U.S.  Eastman  Ko 
dak's  biggest  customer,  Fotomat  has 
more  than  2,500  outlets  in  North 
America,  an  excellent  earnings  record 
and  a  high  return  on  equity.  Despite 
all  of  this,  the  shares  are  only  about 
half  their  1976  high  of  21.  Price/  ; 
earnings  ratio:  24. 

Another  relatively  large   company' 
that    is    severely    depressed    is    R.P.  \ 
Scherer  Corp.   (8),  the  world's  larg-jt 
est  manufacturer  of  soft  elastic  gela-j  i 
tin  capsules,  in  which  I  have  a  per- 
sonal interest.  Scherer  ran  into  trou- , 
ble  a  year  ago  when  gelatin  prices 
went    through     the     roof.     Earnings  , 
dropped  oflF,  breaking  a  long  string  of  i 
successes.  From  that  standpoint,  the  i 
difficulties  seem  to  be  over  and  this! 
company,  which  has  more  than  $12Q|j 
million  in  sales,  will  probably  contin- 
ue to   share   in   the  natural   growth 
of   the   drug   industry.    The   balance 
sheet  is  extraordinary,  and  the  shares 
had  a  high   of   11    this   year,    14  in 
1975,  and  once  sold  as  high  as  40, 
P/E:  8. 

Sound  Concept 

Another  stock  that  comes  to  mine 
is  Presto  Products  (7%),  an  enormous 
ly  successful,  private-label  consumer 
plastic  wrap   and  bag  manufacturer. 
A  smallish  company  in  terms  of  sales, 
it  is   nonetheless   one  of  the  largest 
and  most  advanced  companies  in  its 
industry.  Earnings  have  increased  at 
a  compound  rate  of  80%  in  the  past 
five  years,  but  a  down  quarter  anc 
the  prospect  of  another  have  taken 
the  shares  down  from   14.  Over  the! 
longer   term,   the   trend  looks  intact.! 
P/E:  10. 

To  add  a  couple  of  names  in  con-, 
elusion,   the  investor  might   consider! 
pie-maker  Chef  Pierre  (13),  which  is* 
down  from  18,  and  consumer  goods 
manufacturer     Regency     Electronics, 
11,  down  from  27.  Both  are  essential- 
ly solid  but  under  pressure  from  what! 
should  be  temporary  phenomena.         h 

That's  our  story.  If  you  have  enough^ 
patience,  we  think  the  timing  may  be| 
very,  very  right.  These  companies! 
have  real  earnings  power  and  offer  an  i 
opportunity  for  genuine  growth,  notil! 
just  participation  in  a  general  eco- , 
nomic  expansion.  Investing  in  suchl! 
companies  isn't  a  new  concept,  of' 
course,  just  a  sound  one  that  got  tooi 
fashionable  for  a  while  and  is  nowjli 
paying  the  temporary  price  for  its'* 
old  excesses.   ■  ; 
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JESUS  TO  THE  COMMUNIST  WORLD  INC 
Box  11,  Glendale,  CA   91209 


POLITICAL  PRISONERS 


SIBERIAN  CAMP 


We  ask  our  friends  to  gather  signatures  on  the  petition  below.   Mail 
them  to  us  and  we  will  forward  them  to  President  Ford.   Ask  your  friends 
to  print  their  names  and  addresses,  not  forgetting  the  zipcode  and  then 
sign. 

To  President  Gerald  Ford 
White  House 
Washington,  D.  C. 


Dear  Mr.  President: 

The  Communist  governments  have  signed  together  with  you 
promising  declaration  in  Helsinki.   They  have  signed  before  m 
declarations  guaranteeing  freedom  of  conscience  in  their  coun 
know  that  they  don't  respect  such. 

Please  request  from  them  a  first,  small  token  of  change. 
Soviet  leaders  to  release  from  prison: 

VLADIMIR  OSIPOV,  imprisoned  for  his  Orthodox  faith 
GEORGE  VINS,  imprisoned  for  his  Baptist  faith 
A.  JAUGELIS,  imprisoned  for  his  Catholic  faith 
GEORGE  FEDOTOV,  imprisoned  for  his  Pentecostal  faith 
VALENTIN  MUROZ,  Ukrainian  freedom  fighter 
You  said  rightly  that  history  will  judge  the  conference 
not  by  what  you  said  there  but  by  what  every  participant  did 
The  Communist  governments  should  do  at  least  so  much:   to  fre 
six  of  the  thousands  of  prisoners  whom  they  keep  in  jail  only 
belief  in  God.   The  Soviet,  leaders  talk  about  many  subjects. 


a  very 
any  other 
tries.   You 

Ask  the 


in  Helsinki 
after  it. 
e  five  or 
for  their 


about  their  victims. 

The  Almighty  in  whom  we  all  trust  will  reward  you  for  yo 
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285th  common  DIVIDEND 


A  regular  dividend  of  Seventy  Cents  (70^) 

per  share  has  been  declared  upon  the  Common  Stock  of 

American  Brands,  Inc.,  payable  in  cash  on  December  1,  1976,  to 

stockholders  of  record  at  the  close  of  business  November  10,  1976. 

Checks  will  be  mailed. 

C.  A.  Memos,  Vice  President— Finance 
-^  ^  October  26,  1976 

GALLAHER    LIMITED 


James  ]iS-  Jlpeatn  jUisiilling  m 

Nlaster  Ltoclc  c:ompany 


/A/L 


INC. 


Sunshine  Biscuits, 

«VAOJSHNET  COMPANY 

©Wilson  Jones 

4fe*«fi/UGHTING  CORPORATION 
The  Andrew  Jergens  Company 


VISIBLE      RECORDS.  INC. 


W.  R.  (CG^n  &  Sons  Cutlery 
DUFFV-MOTT  COA\PANY,  INC. 

AMERICAN  BRANDS.  INC..  245  PARK  AVENUE,  NEW  YORK,  N.Y.  10017 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  off  Disadvantage" 
a  free  booklet. 

NEW  INCOME 
FUND,  INC. 

A  fully  managed  No-Load  fund  seeking  the  highest  investment 

income  consistent  with  preservation  of  principal— not 

just  for  today,  but  for  the  future  as  well. 

No  Sales  Charge.  Write  or  call  collect  for  a  prospectus  301  -547-21 36. 

Rowe  Price  New  Income  Fund,  Inc. 
100  East  Pratt  Street,  Dept.  A6 
Baltimore,  Maryland  21202 

I    I  Self-Employed  Retirement  Plan  Available 

Name 


Address. 
City 


.State. 


-Zip- 
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I  noughts . . .  Business  of  Life 


Gratitude  is  the  fruit  of  great 
cultivation;  you  do  not 
find  it  among  gross  people. 
Samxjel  Johnson 


The  lottery  of  honest  labor, 
drawn  by  time,  is  the  only  one 
whose  prizes  are  worth  taking  up 
and  carrying  home. 
Theodore  Parker 


Gratitude,  in  most  men, 
is  only  a  strong  and  secret 
hope  of  greater  favors. 

La  RoCHEFOUCAtTLD 


The  deed  is  everything, 
the  glory  naught. 
Goethe 


Many  enjoy  the  shade 
but  few  rake  leaves. 
Jack  Morton 


Beware  what  you  set  your  heart  upon. 
For  it  surely  shall  be  yours. 
Ralph  Waldo  Emerson 


The  greatest  gains  and  values  are 
farthest  from  being  appreciated. 
We  easily  come  to  doubt  if 
they  exist.  We  soon  forget  them. 
They  are  the  highest  reality. 
Henry  David  Thoreau 


Life  has  a  way  of  overgrowing  its 
achievements  as  well  as  its  ruins. 
Edith  Wharton 


Knowledge  may  give  weight, 
but  accomplishments  give  lustre, 
and  many  more  people  see  than  weigh. 
Lord  Chesterfield 


More  worship  the  rising 
than  the  setting  sun. 
Plutarch 


Nothing  is  easier  to  avoid 
than  publicity.  If  one  genuinely 
doesn't  want  it,  one  doesn't  get  it. 
C.P.  Snow 


The  position  you  hold 
and  the  work  you  are  now  doing, 
are  part  of  the  road  on  which 
you  are  traveling— and  to  shght 
your  present  duties  is  to  destroy 
the  retaining  ballast  of  the 
track  by  which  you  expect 
to  reach  your  goal. 
Roderick  Stevens 


You  can't  pull  yourself  up  by  the 
roots  to  see  if  you  are  growing. 
Frank  Lloyd  Wright 


When  we  are  young— 
and  some  of  us  never  get  over  it— 
we  are  apt  to  think  that  applause, 
conspicuousness  and  fame 
constitute  success.  But  they 
are  only  the  trappings,  the 
trimmings.  Success  itself  is 
the  work,  the  achievement  that 
evokes  these  manifestations. 
The  man  or  woman  who  values  the 
applause  more  than  the  effort 
necessary  to  elicit  it  is  not  apt 
to  be  deafened— at  least  not  for 
any  length  of  time.  Corwentrate 
on  your  work  and  the  applause 
will  take  care  of  itself. 
B.C.  Forbes 


Happy  is  the  man 
who  hath  never  known 
what  it  is  to  taste  of  fame- 
to  have  it  is  a  purgatory, 
to  want  it  is  a  hell. 
Edward  Bulwer-Lytton 


Gratitude  is  not  only 
the  memory  but  the  homage 
of  the  heart— rendered  to  God 
for  his  goodness. 
Nathaniel  P.  Willis 


Every  outstanding  success 
is  built  on  the  abihty  to  do 
better  than  good  enough. 
William  Feather 


If  you  would  take,  you  must 
first  give,  this  is  the 
beginning  of  intelligence. 
Tao-Te-King 


Endurance  is  the  best 
success  insurance. 
Arnold  Glasow 


The  illusions  of  hope  are  apt 
to  close  ones  eyes  to 
the  painful  truth. 
Harry  F.  Banks 


I 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text  .  . 


Sent  in  by  K.C.  Hinnant,  Hampton, 
Va.  What's  your  fayorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders 
of  texts  used. 


And  let  the  peace  of  God  rule  in  your 
hearts,  to  the  which  also  ye  are  called 
in  one  body;  and  be  ye  thankful. 

COLOSSIANS  3: 15 
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We're  going  from  one  extreme 
to  another  to  help  hold  down  the  cost 
of  Long  Distance  calling. 


In  the  Atlantic  Ocean,  a  remote-controlled 
sea  plow  buried  our  sixth  transatlantic  cable 
off  the  shore  of  the  U.S.  The  17-nation  project  will 
handle  4,000  additional  simultaneous  phone 
calls  between  the  U.S.  and  Europe. 

While  overhead,  two  new  satellites  can 
trM°',n^^ZZTZd^unl7J'ac^^^^^^  beom  down  thousands  more  long  distance 
conversations  from  domestic  locations,  including  Hawaii. 

Our  new  undersea  cable  handles  nearly  a  hundred  times  as  many 
calls  as  our  first  Atlantic  cable,  laid  20  years  ago.  And  at  5%  the  cost  per 
circuit  mile  of  the  old  cable. 

And  major  Bell  innovations,  such  as  the  transistor,  the  solar  battery, 
and  the  microwave  network  help  the  satellites  relay  a  strong,  clear 
voice  on  interstate  calls. 

The  satellites  are  important  additions  to  our  long  distance 
network.  Making  domestic  service  more  flexible  and  more  dependable 
than  ever 

So  you  see,  sometimes  going  to  extremes  can  improve  long 
distance  service  from  country-to-country  and  coast-to-coast.  And  help 
hold  down  costs,  too. 

The  Bell  System-people  using  technology  to  improve  service  and 
keep  down  costs-Keeping  your  phone  system  the  best  in  the  world. 


(S)  Bell  System 
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\&u  can  tell  a  lot  about  an  individual  by  what  he  pours  into  his  glass. 
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Bushmills. 

The  worlds  oldest  whiskey. 

What  individuals  have  poured 

into  their gjass  since  1608. 
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That's  why  so  many  corporations 
rely  on  us.  Marsh  &  McLennan. 
We  handle  more  insurance  of  more  kinds  for  more  businesses, 
large  and  small,  than  anyone  else.  Not  cookie-cutter  plans,  but 
tailor-made  programs  prepared  by  business-insurance 
specialists,  that  meet  your  needs  precisely.  Complete,  cost- 
efficient  coverage  for  your  myriad  risks... plus  frequent 
evaluation  to  assure  that,  as  conditions  change,  your  protec- 
tion is  neither  excessive  nor  eroding.  Maybe  that  helps  explain 
how  we  got  to  be  the  world's  leading  insurance  broker. 


When  it  comes 
to  insurance, 
come  to 

tlie  leader. 


Ibdayis  Babcock&WilcQx. 

W^  a  lot  more  than  a 
great  boilermaker. 


uncommon  use  for  common  clay.  By  produc- 
ceramic  fibers  from  naturally-occurring 
mina-silica  fireclay,  our  Refractories  Division 
nufacturesan  insulation  material  called 
)wool?Widely  used  to  conserve  fuel  in  indus- 
furnaces  -  and  for  hundreds  of  other  uses  - 
duct  sales  are  growing  at  a  rate  of  about  20% 
5ar.  In  addition  to  Kaowool,  we  manufacture 
ny  other  specialty  ceramic  products,  making 
3  leading  supplier  to  the  steel,  petroleum 
j  chemical  industries. 


0  yards  straight  off  the  tee.  In  the 

arch  for  a  new  material  combining 
;h  strength  and  light  weight,  our 
vanced  Composites  Department 
veloped  an  improved  graphite  golf 
jb  shaft  providing  bet- 
control  and  more 
itance  with  an  easier 
ng.We  are  also  using 
3  same  material  for  ten 
i  racquets  and  other 
orting  equipment  and  exploring 
Justrial  applications  for  potentially 
ge  markets  such  as  valves  and 
Ding. 


A  specialist  in  specialty  steel  tubing.  With  our  own  large 
electric  furnace  steel  plants,  hot  mills  and  finishing 
facilities,  we're  the  leading  manufacturer  of  every  type 
of  specialty  steel  tubing-carbon,  alloy,  stainless.  To 
help  meet  increasing  demand  from  a  number  of  indus- 
tries, we  are  now  completing  a  $60  million  expansion 
program. 


Sootblowers  that  work  by  the  numbers. 

A  solid  state  boiler  cleaning  system  devel- 
oped by  our  Diamond  Power  subsidiary 
now  allows  industry  and  utilities  to  change 
cleaning  programs  with  changing  grades 
of  fuel.  A  tiny  microprocessor  chip  controls 
sootblowers  in  programmed  sequences 
or  in  any  number  of  manual  modes  to 
remove  soot  accumulations  and  keep 
boilers  operating  efficiently.  Diamond  is 
also  a  leading  producer  of  reflective 
metallic  insulation  and 
nuclear  control 
rod  drives. 


•iking  coal  payoff  in  a  big  way.  To  help  utilities 
'vitalize  on  the  abundance  of  U.S.  coal,  we've 
sned  and  built  the  eight  largest  coal-fired 
rs  in  the  world  -  each  of  which  produces 
1000  megawatts  of  power  and  provides 
omy  of  scale  without  sacrificing  reliability, 
e  U.S.  turns  more  and  more  to  coal  for 
..  rical  generation,  this  B&W  experience  can 
invaluable  to  meet  the  needs  of  utilities. 


Power  to  run  silent  and  deep.  In  1954,  we  helped 
build  the  nuclear  steam  system  for  the  Nautilus 
-first  of  our  nation's  nuclear  submarines.  As  the 
fleet  has  grown  we  have  continued  to  supply 
components  and  have  also  become  the  major 
supplier  of  nuclear  fuel  for  the  U.S.  Navy.  In 
addition,  B&W  nuclear  power  systems  are  on 
such  ships  as  the  N.S.  Savannah  and  Otto  Hahn. 


Babcock&  Wilcox 
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Cook  of  Forbes 


Jim  Cook,  Detective 

In  an  article  that  appeared  in  oui"  July  15, 
1976  issue  we  reported  that  there  would  be  a 
royal  snafu  when  all  that  Alaskan  oil  hit  a  Cali- 
fornia market  that  lacked  both  the  refining  and 
transport  capacity  to  handle  it.  A  couple  of 
months  later,  the  same  story  hit  the  front  page 
of  The  New  York  Times.  Suddenly  Frank  Zarb 
was  being  asked  about  it  at  press  conferences. 
Newsweek  did  a  big  piece  on  it,  and  so  did 
The  Wall  Street  Journal. 

Forbes  had  the  story  first,  thanks  to  the  sen- 
sitive antennae  of  James  Cook,  who  has  been 
keeping  our  readers  abreast  of  and  ahead  of  the 
energy  situation  for  a  good  many  years  now. 
What  is  perhaps  his  most  brilliant  piece  of  re- 
porting on  energy  appeared  earlier  this  year.  In 
a  long  and  stunning  article  Cook  showed  that 
the  original  impetus  to  increase  the  price  of  oil  ' 

came,  not  from  the  oil-producing  nations  themselves,  but  from  our  owl 
State  Department.  Cook's  work  was  more  than  reporting.  It  was  a  fine 
piece  of  detective  work  as  well— which  is  what  the  best  journalism  often 
is.  We  are  convinced  this  article  will  in  time  find  its  way  into  the  historj 
books,  long  after  a  great  deal  of  the  recent  hysterical  writing  about  th^ 
energy  crisis  has  been  forgotten.  ] 

With  this  issue,  Jim  Cook,  who  has  just  turned  50,  becomes  an  execui 
tive  editor  of  Forbes.  A  graduate  of  Maine's  Bowdoin  College,  with  an 
M.A.  in  English  from  Columbia  University,  Cook  started  his  career  as  a 
teacher,  later  edited  western  pulps  and  wound  up  as  managing  editor  ol 
Railroad  magazine.  He  joined  Forbes  in  1955.  Among  his  many  accom- 
plishments here  was  his  editorship  of  our  first  two  Arabic  editions.  This 
led,  among  other  things,  to  one  of  Cook's  more  memorable  cover  stories— 
on  Kuwait  (Forbes,  Aug.  i,  1975),  which  hardly  pleased  the  Kuwaitis, 
but  certainly  enlightened  our  readers.  But  Cook  is  nothing  if  not  versatile 
In  this  issue  he  has  written  an  engaging  article  on  a  highly  successful  chain 
of  women's  dress  shops  (".  .  .  But  We  Never  Make  A  Deal,"  p.  38). 

While  Cook  is  best  known  to  our  readers  for  his  writing  and  reporting; 
inside  the  staflF  he  is  equally  highly  regarded  for  his  cool,  experienced  judg- 
ment on  editorial  problems  and  for  his  willingness  to  help  younger  writers. 
In  his  new  title  as  Executive  Editor,  Jim  Cook  will  continue  to  play  all 
these  roles:  reporter,  writer,  editor,  teacher— and  detective 

IMotes  From  Our  Man  In  Lagos 

James  Flanigan,  chief  of  our  European  Bureau,  spent  five  weeks  in  Ni-i 
geria  reporting  this  issue's  cover  story,  which  begins  on  page  51.  HerC'i 
with,  some  Flanigan  glosses  on  the  Flanigan  report: 

Nigeria  can  be  a  nervous  place.  The  Ministry  of  Information— to  whicM 
I'd  written  in  advance— was  my  first  call  in  Lagos.  In  most  countries,  sucH 
ministries  are  helpful  with  governmental  interviews.  In  Nigeria,  the  Dep4 
uty  Director  looked  over  his  desk  and  asked  ominously:  "How  did  you  get 
into  this  country?  What  do  you  want  here?"  My  explanations  cut  no  ice,! 
Finally,  he  muttered,  "We  can't  have  you  journalists  running  around  thU| 
country.  ..."  J  left  his  office,  fast. 

Lagos'  traffic  only  crawls,  and  the  phones  don't  work  at  all,  so  you'rd 
better  off  walking  from  place  to  place— in  tropic  heat.  You  hand  in  youl| 
card,  an  explanatory  note,  and  ask  for  an  interview.  Sometimes  it  works.  i 

You  pick  up  a  lot  just  watching  people,  asking  them  "How's  life?"  Ni- 
gerians like  to  chat.  But  pictures  are  taboo.  Ever  since  the  February  assassi-J 
nation,  Nigerians  have  been  told  by  their  government  to  be  "vigilant"  ot( 
the  foreigner.  "Vigilance"  had  landed  a  U.S.  bank  employee  in  jail  foil] 
taking  pictures  of  his  bank  the  week  before  I  arrived.  I  look  no  picturesr 
But  I  talked  to  a  lot  of  people.  Slowly,  understanding  comes.   ■ 
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THE  TALL  SHIPS 


® 


The  Official  Commemoratiye  Print  of  the  Historic  1976  Gathering  of  Tall  Ships 


Two  years  in  the  painting  and 
meticulously  accurate  in  nautical  de- 
tail, this  high  fidelity  lithograph  will 
delight  all  those  who  admire  fine  art. 
Painted  by  the  renowned  marine 
artist,  Kipp  Soldwedel  (Tall  Ships 
Artist  of  Record),  this  official  com- 
memorative print  is  reproduced  in 
magnificent  color,  21  x  28  inches. 

Depicted  here  in  misty  nautical 
splendor  are  the  Blue  Nose  (Canada), 
Danmark  (Denmark),  Segres  (Portu- 
gal), Christian  Radich  (Norway)  and 
the  Gorch  Foch  II  (Germany),  winner 


of  the  International  Trans  Atlantic 
race. 

Good  art  that  is  bound  to  accrue 
in  value,  handsome  decoration  for 
office  or  home,  nostalgic  memorabilia 
for  sea  lovers  and  sailors  alike. 


Handsomely   framed   in   silvery   metal, 
ready  to  hang. 

$20.00.  add  $2  shipping  and  handling 

Signed  by  the  artist  and  framed. 
$55.00.  add  $2  shipping  and  handling 

Unframed  in  protective  shipping  tube. 
$10.00.  add  $1  shipping  and  handling 


"Received  your' very  lovely  lithograph 
and  it  now  has  a  place  of  predominance 
in  my  office.  This  is  truly  a  magnificent 
work  and  is  a  conversation  piece  for  all 
who  come  into  my  office." 

Gerald  E.  Bauer,  Dallas,  Tx. 

"/  have  just  received  a  print  of' the  "Tall 
Ships"  by  Kipp  Soldwedel  from  my  niece. 
It  is  truly  a  lovely  work  of  art.  It  is  in 
my  foyer  and  has  added  much  charm  to 
that  area.  I  am  sure  that  other  people 


will  enjoy  these  beautiful  ships  in  their 
homes." 

Mrs.  M.  B.  Flournoy,  New  York,  N.Y. 

"Those  who  thrilled  at  the  sight  of  the 
soaring  masts  and  graceful  hulls  in  July 
will  recapture  that  thrill  when  they  see 
the  clean  lines  of  Kipp  Soldwedel's 
paintings.  His  works . . .  carry  the  fresh, 
salty  tang  of  ocean  air  wherever  they 
go. 
Genesis  Galleries  Ltd.,  New  York,  N.Y. 


OUR  GUARANTEE: 

You  must  be  completely  satisfied 
or  we  will  refund  your  money. 

American  Ajax,  Inc..  Dept.  F-12-1 
P.O.  Box  256,  Norwood,  N.J.  07648 


Gentlemen: 
Please  send- 


.framed  "Tall  Ships"  print(s) 


@  $20.00  each  plus  $2  handling  and  shipping. 


Please  send- 


framed  and  signed   "Tall 

Ships"  print(s)  @  $55.00  each  plus  $2  handling 
and  shipping. 


.unframed  "Tall  Ships" 


Please  send 

print(s)   @   $10.00  each  plus  $1   handling  and 
shipping.  No  C.O.D.'s 

Okay  to  charge  it.  Fill  in  credit  information. 

n  American  Express  D  Diners  Club 

n  Bank  Americard  D  Carte  Blanche 

n  Master  Charge  interbank  # 

My  credit  card  # 

Expiration  date 

Signature 

Name 

Address 

City 


-State- 


Jip_ 


0to60 


in 


30  seconds 


If  there's  anybody  who  can 
appreciate  a  high-performance  machine, 
it's  the  automotive  industry.  ^ 

So  when  the  major  manufacturers 
were  looking  for  a  faster  way  to  get 
out  things  Uke  specification  changes, 
dealer  reports,  and  crucial  sales 
figures,  they  naturally  turned  to  the 
Xerox  9200  Duplicating  System. 

That's  because,  with  its  comput- 
erized programmer,  the  9200  can 
automatically  feed,  cycle,  reduce  and 


sort  a  limitless  number  of  sets  at  the 
incredible  speed  of  two  pages  a 
second. 

Which  means  that  now  they  can 
get  a  lot  more  done  in  a  lot  less  time. 

In  fact,  the  automotive  companies 
were  so  impressed  with  the  Xerox 
9200,  they  now  have  40  of  them 
parked  in  their  offices. 

XEROX 


XEROX®  and  9200®  are  trademarks  of  XEROX  CORPORATION. 


?!? 


the 
Capitalist 

Tool 
umbrella 
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Keep  dry  in  the  wettest  weather  with 
this  handsome,  sturdy  jumbo  umbrella. 
"Capitalist  Tool"  appears  tastefully  in 
red  on  the  oversized,  deep  blue, 
double-ribbed,  nylon  canopy.  Heavy 
wood  shaft  and  Rnnce  of  Wales  handle. 
Not  available  in  stores.  Price:  $20  (in- 
cludes shipping  and  handling). 


FORBES  Magazine 

60  Fifth  Avenue  •  New  Yorl<,  NY  10011 


Please   send   me 

Umbrellas   for    $20.00 


Capitalist   Tool 

each.    I'd    also    like 


— Capitalist  Tool  neckties  at  $10  00 
Enclosed    is   my   check   or   money 


apiece. 

order.  Allow  4  weeks  for  delivery. 

Name 


Address- 
Oily 


State- 


-Zlp- 


CHANGE  OF  ADDRESS 

If  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  D  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
NewYork,N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


-  V^«-«'-*'*'4W^ *W 


Name 

(please 

print) 

New  Address: 

City 

State 

Zip 

F-4826 

Trends  &Tangents 
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Foreign 


Whose  Law? 

European  companies— and  their 
governments— are  getting  increasinjgly 
nettled  at  U.S.  agencies'  attempts  to 
apply  U.S.  law  to  their  activities. 
The  latest  fray  involves  shipping.  The 
Federal  Maritime  Commission  has  re- 
fused permission  for  a  new  U.S. -West 
Africa  service  to  be  operated  jointly 
by  a  British,  a  French  and  a  Belgian 
company.  The  three  already  operate  a 
coordinated  service  under  the  name 
North  America  West  Africa  Lines,  but 
they  want  to  turn  it  into  a  real  joint 
venture  with  a  single  management 
and  a  single  revenue  pool.  The  U.S. 
says  this  contravenes  antitrust  laws. 
The  Justice  Department  is  already  in- 
vestigating the  North  Atlantic  ship- 
ping conferences,  which  agree  on 
rates.  Six  European  governments  have 
reacted  by  refusing  to  release  infor- 
mation on  the  conferences.  This  latest 
U.S.  ruling  is  bound  to  increase  their 
intransigence. 


Fall  From  Grace 

After  more  than  a  year  of  prelimi- 
nary work,  W.R.  Grace's  hoped-for 
$250-million  petrochemical  project  in 
Kuwait  has  fallen  through.  The  prob- 
lem? According  to  the  official  version, 
the  inability  of  Kuwait  and  the  com- 
pany to  agree  on  terms.  But  rumor 
has  it  that  the  problem  was  more  ba- 
sic. Long  after  the  project  was  an- 
nounced, Grace  discovered  that  the 
Kuwaitis  had  a  different  concept  of 
its  basic  terms.  Grace  wanted  an  aro- 
matics  plant,  Kuwait  reportedly  want- 
ed an  ethylene  plant;  and  the  two 
never  recognized  until  too  late  that 
they  had  different  objectives.  In  the 
Arab  world,  an  agreement  is  all  too 
often  not  a  thing  in  itself:  It's  a  point 
from  which  you  begin  to  negotiate. 

Mao's  Way 

Arbitration— used  to  settle  most  in- 
ternational trade  disputes— is  consid- 
ered "unfriendly"  by  the  People's  Re- 
public of  China,  says  Donald  Straus, 
president  of  the  American  Arbitration 
Association  (AAA)  Research  Insti- 
tute, and  U.S.  corporations  that  push 
for  arbitration  take  the  risk  that  their 
contracts  will  not  be  renewed.  So,  af- 
ter two  years  of  negotiations,  the 
AAA,  aided  by  the  National  Council 
for  U.S. -China  Trade,  arrived  at  an 
unusual  conciliation  technique  with 
China's  Foreign  Trade  Arbitration 
Commission.   In  order  to  settle  bilat- 


eral disputes,  the  AAA  and  FTAC  will 
each  appoint  a  bilingual  "conciliator" 
who  is  familiar  with  the  other  coun- 
try's ways.  The  conciliators  will  en- 
gage in  "friendly  negotiations"  to  de- 
termine whether  a  meeting  is  neces- 
sary and  what  would  be  a  fair  ac- 
commodation between  the  parties. 
But  unlike  arbitration,  Straus  noted, 
their  recommendations  will  not  be 
binding. 


Business 


Stamp  Act 

Postage-meter  manufacturer  Pitney- 
Bowes  is  field-testing  a  remote  meter 
resetting  system,  which,  as  its  name 
implies,  would  allow  a  user  to  reset  his 
meter  without  taking  it  to  the  near- 
by post  oflRce  or  having  to  arrange 
for  a  service  visit.  Using  a  Touch- 
Phone  hookup  to  the  Pitney  comput- 
er center,  the  meter  user  would  dial 
into  the  computer  and  reset  his  own 
meter.  His  postage  account,  deposited 
in  advance  with  the  company,  would 
be  charged  for  the  amount  of  postage 
desired,  and  the  money  transferred  au- 
tomatically to  the  U.S.  Postal  Service. 
Meters  with  the  remote-setting  fea- 
ture will  probably  cost  a  bit  more 
than  a  regular  meter,  but  the  resetting 
charge  should  be  no  more  than  that 
for  a  service  visit.  Assuming  just  10% 
of  Pitney 's  customers  adopt  the  sys- 
tem, and  that  they  reset  their  meters 
every  two  weeks,  Pitney-Bowes  could 
have  the  use  of  a  $20-mi]lion  float 
in  postal  balances. 

Buttlegging 

Law  enforcement  officials  are  step- 
ping up  their  drives  against  cigarette 
smuggling.  According  to  the  Law  En- 
forcement Assistance  Administration, 
buttlegging  is  costing  New  York  State 
$110  million  in  taxes  because  of  the 
44  million  cartons  of  contraband  cig- 
arettes entering  the  state;  Minnesota. 
Michigan,  Indiana,  Ohio  and  Illinois 
will  lose  $100  million  in  state  and  city 
revenues.  Why?  New  York  has  a  15- 
cent  cigarette  tax,  Minnesota  an  18- 
cent  levy.  And  the  cigarettes  invari- 
ably come  from  North  Carolina  (2- 
cent  tax),  Kentucky  (3-cent  tax)  or 
Virginia  (2J«-cent  tax).  While  it's  not 
illegal  for  wholesalers  in  the  tobacco- 
producing  states  to  sell  to  out-of-stat- 
ers,  it  is  illegal  to  transport  the  butts 
acro.ss  the  borders  of  the  destination 
state  without  paying  the  appropriate 
tax.    Worse,    says    LEAA,    organized 
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These  are  the  SX-70  Land  cameras.  The  uhimate  in  instant  photography,  the  finest  from  Polaroid. 

Holid^  shopping  guide 
to  Polaroid's  8X70. 


$210 

$165 

$132 

The  New  Alpha  1 

The\1odel2 

The  Model  3 

Worlds  only  folding  SLR  viewing 
system  (through-the-lens  focusing) 

Same 

To  focus,  you  set 
the  distance 

Folds  to  about  I"x4"x7" 

Same 

Same 

Lightweight  (24  ounces) 

.                          Same 

Same 

Velvety  chrome  finish 

Off-white  plastic  body 

Black  plastic  body 

Genuine  leather 

Brown  Porvair 

Deep  tan  Porvair 

Camera  ejects  picture  automatically 

Same 

Same 

You  watch  the  image  develop 

Same 

Same 

Picture  is  hard,  dry,  durable, 
fade-resistant 

Same 

Same 

Nothing  to  peel,  nothing  to  throw  away 

Same 

Same 

Focuses  from  10.4  inches  to  infinity 
without  special  lens 

Same 

Same 

Precision  ground  4-element  glass  lens 

Same 

Same 

10-sho^^color  film,  big  prints 

Same 

Same 

Fresh  power  every  time  you  load 
(battery  is  in  the  film) 

Same 

Same 

Uses  10-shotFlashBar 

Same 

Same 

Automatic  time  exposures  up  to 
14  seconds 

Same 

Same 

Automatic  film  counter 

Same 

Same 

12,000  RPM  motor 

Same 

Same 

Uses  all  o{»tional  SX-70  accessories 

Same 

Will  not  accept  lens  shade 
or  close-up  lens 

Monitored  flash  to  control  exposure 

Same 

Same 

Flash-In-Daylight  capability 

Normal  flash  capability 

Normal  flash  capability 

Flash  Inhibit  will  not  allow  you  to 
waste  a  flash  or  a  picture 

Same 

Same 

Built-in  tripod  mount 

Same 

Accepts  tripod  mount  accessory 

Adjustable  and  detachable 
leather  neck  strap 

Adjustable  and  detachable 
nylon  neck  strap 

Adjustable  and  detachable 
nylon  neck  strap 

•Suggested  list  price.  ©  '976  Polaroid  Corporation.  "Polaroid"  and  "SX-70"* 


Thelalking  Bridgie. 


Today,  when  people  in 
Cape  Coral,  Florida,  want  to  talk 
to  their  neighbors  across  the 
Caloosahatchee  River,  they  just 
pick  up  the  telephone.  And  talk 
over  the  bridge. 

Instead  of  connecting  these 
areas  by  laying  cable  across  the 
river  bottom.  United  Telephone 
had  a  better  idea. 

Stretching  the  cable  through 
some  3,400  feet  of  Cape  Coral 
Bridge  railing. 

Saving  money  and  assuring 
quick  restoration  of  service  in  the 
event  of  future  cable  damage. 

Imagination. 

We  might  add  that  only  in  an 
environment  that  encourages 
creative  enterprise  instead  of 
stifling  it,  can  imagination  flourish. 

And  we  at  United  Telecom 
want  to  remind  you  that 
preserving  this  environment , 
equally  beneficial  to  us  all,  is  the 
job  of  us  all. 


United  Telecom  ■■■ 

United  Telecommunications.  Inc     HHH 

We  operate  the  United  Telephone 
Jk  1    System,  America's  3rd  largest. 


United  Telecommunications,  Inc.,  P.O  Box  11313.  Plaza  Station,  Kansas  City,  Missouri  64112 

United  Telecom  companies:  United  Telephone  System,  United  Computing  Systems,  North  Electric  Company 

New  York  Stock  Exchange  symbol;  UT  Newspaper  lifting:  UniTel. 


Trends  &Tangents 


crime  is  infiltrating  the  legitimate 
wholesalers  in  the  high-tax  destina- 
tion states. 

Trading  In  The  Tube 

In  a  new  move  to  keep  up  with  the 
Joneses,  people  are  starting  to  trade 
in  their  television  sets  as  quickly  as 
they  trade  in  their  cars.  Within  just 
seven  weeks  of  a  national  program 
conducted  by  RCA  Corp.,  customers 
turned  in  more  than  60,000  sets,  the 
majority  of  them  less  than  five  years 
old.  Instead  of  burning  out  their  av- 
erage 12-year  life,  the  sets  were  trad- 
ed up  for  advanced,  solid  state  ver- 
sions with  more  automatic  controls. 
RCA  is  predicting  that  replacement 
sales  will  reach  $2  billion  next  year; 
in  fact,  60%  of  all  TV  set  sales  could  be 
replacement  by  1978.  Currently,  some 
52  million  of  the  130  million  U.S.  TV 
sets  are  over  five  years  old,  about  11 
million  over  ten  years  old. 

Rural  Revival 

How  ya  gonna  keep  'em  down  on 
the  farm?  Don't  worry,  says  the  De- 
partment of  Agriculture.  Recently  re- 


leased statistics  suggest  that  the  ex- 
odus of  farmers  to  urban  areas  has 
slowed  from  an  annual  migration  rate 
of  5.6%  of  the  national  farm  popula- 
tion between  1960  and  1970  to  a  rate 
of  2.1%  since  1970.  In  the  Pacific 
states,  there  has  actually  been  a  re- 
verse flow  of  2%  since  1970.  The 
trend,  of  course,  continues  toward 
larger,  more  mechanized  farms  re- 
quiring fewer  human  hands,  but  there 
is  a  simple  reason  why  this  is  not 
causing  more  people  to  leave:  Many 
of  those  most  likely  to  leave  have  al- 
ready left.  In  1960  there  were  1.8  mil- 
lion farms,  largely  marginal  and  sub- 
sistence operations  in  the  South,  that 
sold  less  than  $2,500  worth  of  farm 
products;  today  only  730,000,  or  less 
than  half,  survive  in  that  category. 

Prepaid  Legal  Aid 

One  of  the  major  obstructions  to 
prepaid  group  legal  plans  was  re- 
moved by  last  fall's  Tax  Reform  Act. 
As  part  of  the  measure.  Congress  voted 
to  exempt  from  personal  federal  in- 
come tax  both  the  employer  contribu- 
tion paid  to,  and  the  legal  benefits  re- 
ceived from,  group  legal  plans.  Under 
the  law,  a  qualified  group  legal  ser- 
vices plan  must  be  established  by  an 
employer  for  the  benefit  of  his  em- 
ployees and  their  families  and  must 


provide  specified  legal  services  paid 
for  in  advance  wholly  or  in  part  by 
the  employer.  At  the  moment  there 
are  estimated  to  be  between  2,000 
and  5,000  group  legal  plans  in  exist- 
ence, covering  over  800,000  American 
families.  But  considering  that  almost 
everyone  is  eventually  involved  in 
some  legal  tangle,  whether  for  repairs 
never  done  or  advice  in  family  mat- 
ters, the  field  is  still  wide  open. 

A  New  Army  Game? 

The  Army  is  now  trying  to  teach 
its  oflBcers  tactical  maneuvers  in  the 
barracks  as  well  as  on  the  battlefield. 
It  has  contracted  with  Simulations 
Publications,  a  consumer  war-game 
manufacturer,  to  produce  a  game 
called  Firefight  that  simulates  actual 
field  conflicts,  but  which  can  be 
played  anytime  and  anywhere.  Based 
on  raw  military  data  on  the  range  and 
lethal  capabilities  of  modem  weapons, 
Firefight  was  developed  at  a  cost  of 
$25,000— one-twentieth  the  cost  of  a 
single  tank.  Officers  throughout  the 
world  are  now  testing  1,000  copies  of 
the  game,  and,  depending  on  its  suc- 
cess, the  Army  is  considering  procur- 
ing one  for  virtually  every  platoon. 
Yep,  you  too  can  buy  it,  for  $12,  and 
learn  the  same  lessons  as  lieutenants 
and  generals.   ■ 


Siktilcyo  SeikJ  <Am«rlca)  Inc. 

13000  So«&«lliftMt«sy.  LosAimsJes.  Csl.  98061 


The  Sankyo 
Micro-Mini  Tape 
Recorder  is  not  Sor 
9  to  S  people. 

You'll  be  home  late  again,  tonight.  And  tomorrow 
morning  you'll  be  catching  the  eight  o'clock  flight.  People 
with  a  schedule  like  yours  need  a  Sankyo  Micro-Mini 
MTC-10  Tape  Recoitler, 

It's  so  easy  to  use.  It  weighs  just  12  ounces  and  fits  into 
your  palm,  pocket  or  attache  case.  However,  when  combined 
with  the  optional  Transcriber,  it  makes  what  is  probably 
the  most  inexpensive  dictating  machine. 

It  has  a  Capstan  Drive  sysstem  that  allows  you  to 
record  a  full  60  minutes. .  .not  30  like  many  others.  It  has 
a  built-in  condenser  microphone,  noise  filt<  r,  and 
pushbutton  operation  for  play,  record,  fast  forward/cue, 
rewind/review,  pause,  and  stop. 

When  yx)u  add  the  optional  Sankyo  MTC-10  A 
Accessory  Pack  which  includes  a  telephone  pick-up,  tie- 
pin  microphone,  remote  microphone,  AC  adaptor,  short 
lug  and  carrying  case  you  add  even  more  ways  to  use  the 
licro-Mini. 

Th:5  Sankyo  MTC-10  Micro-Mini  Tape  Recorder:  it  may 
not  be  for  9  to  5  people ...  but  it's  certainly  for  you.  Visit 
your  nearest  Sankyo  dealer. 

S«nkyo  Seiki  (America)  Inc. 

149  Fifth  Avenue,  New  York,  N-Y.  10010 

Piease  send  coinptete  Micro-Mini  information. 

Name „ 

Address  „        - 

City/State/Zip 


F   '' 


''^■'■'^^/'■/.i^'y/M  .^,,, 
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It's  been  a  pretty  exciting  1976  for 
Amcord.  We  managed  to  record 
almost  as  many  milestones  this 
year  as  our  bicentennial-happy 
country. 

For  one,  this  was  the  first  full  year 
our  Western  cement  plants  have 
enjoyed  the  benefits  of  our  $9.5 
million  coal  conversion  program, 
which  has  freed  up  to  12  billion 
cubic  feet  of  natural  gas,  enough 
to  heat  all  the  homes  in  Des 
Moines  for  a  year,  every  year. 

Now  that's  what  we  call  an  appro- 
priate gift  to  America  on  its  200tti. 
And  we  even  got  a  Federal  Energy 
Administration  award  for  it 

Another  major  milestone  has  been 
financial;  record  nine-month  reve- 
nues and  net  income. 

Our  shareholders  should  be 
pleased,  too:  we've  raised  our 
cash  dividend  8  out  of  the  past  10 
quarters,  in  line  with  our  continu- 
ing earnings  improvements. 

And  now  our  most  recent  mile- 
stone: the  Milestone  line  of  new 
flat-roofed,  pre-engineered  metal 
building  systems  designed  and 
produced  by  our  Pascoe  Steel 
Corporation  division. 

For  a  company  such  as  ours,  Mile- 
stone is  a  pretty  good  choice  for  a 
name,  wouldn't  you  agree? 


William  T.  Pascoe,  III 
Chairman  of  the  Board  and 
Chief  Executive  Officer 


JVMCORD 

Listed  NYSE;  PSE.Symbol:AAC. 


WilliamT  Pascoe.  III.  Chairman 
Amcord,  Inc 

610  Newport  Center  Drive 
Newport  Beach.  California  92663 

I  want  to  hear  more  about  your  company 
and  the  industries  it  serves    My  card 
is  attached 


Readers  Say 


Too  Much  Gimmickry 

Sir:  Re  "Instant  Replay's  Better 
Than  The  Real  Thing"  {Fact  b-  Com- 
ment, Oct.  1).  T"V's  propensity  for 
gimmickry  cuts  out  much  of  the  per- 
spective of  a  football  game.  You  get 
a  tight  shot  of  the  line  of  scrimmage/ 
then  of  the  quarterback,  if  he  throws, 
then  of  the  receiver.  Then  come  re- 
plays at  multiple  angles,  then  replays 
in  slow  motion  at  multiple  angles 
with  commentary  that  even  the  best 
announcers  can't  keep  interesting.  If 
the  guy  with  the  ball  only  made  two 
yards  and  the  play  is  rerun  only  twice, 
you  might  get  a  close-up  of  the 
coach's  left  ear  or  of  a  player  sitting 
on  the  bench  spitting. 

-7.W.  Hw#  ]r. 
Norfolk,  Va. 


Biting  Article 

Sir:  Your  article  on  dentists  {Nov. 
1)  should  make  each  reader  appreci- 
ate his  owTi  $33,000-a-year  dentist 
who  is  more  interested  in  maintaining 
oral  health  than  meeting  your  concept 
of  dental  professional  success.  A  self- 
certified  specialist,  a  "dental  factory" 
entrepreneur— I  can't  believe  it. 

-John  H.  Healy,  D.D.S. 

Assistant  Director, 

Goldwater  Memorial  Hospital 

New  York  Univ.  Medical  Center 

New  York,  N.Y. 

Lightening  The  Pound 

Sir:  Re  your  articles  on  the  woes 
of  Britain.  Britain  is  considering  re- 
naming the  pound  the  ounce. 

—E.E.  DeMuzzio 
Elizabeth  City,  N.C. 

Forbes  For  President? 

Sir:  What  do  you  say,  folks,  how 
about  getting  off  Jimmy  Carter's  back 
{Fact  h-  Comment,  Nov.  15)?  Mr. 
Forbes,  if  you  have  all  the  answers, 
why  don't  you  run  for  President? 

-C.C.  Wagner  II 
Portsmouth,  Ohio 

Editor's  Note:  Answers  are  easy, 
but  who'd  vote  for  an  editor  for  any- 
thing?-MSF. 

Expensive  Stock 

Sir:  Your  article  "In  Privacy  They 
Thrive"  {Nov.  1)  lists  the  100  largest 
private  companies.  The  stocks  of  at 
least  four  of  these  companies  trade 
sporadically  in  the  over-the-counter 
market:  Simpson  Timber,  Doubleday 
&  Co.,  H.P.  Hood  and  Kohler.  Our 
fund    owns    the    first    two.    A    while 


back  Simpson  reverse-split  its  shares 
1-for-lO,  and  there  are  now  less 
than  5,000  shares  outstanding.  With 
a  bid  price  of  $13,500  and  a  book  val- 
ue of  $27,000  a  share,  it  may  be  the 
most  expensive  issue  around. 

—Ralph  P.  Coleman  Jr. 

President, 

Over-The-Counter  Securities  Fund 

Oreland,  Pa. 

Uncle  Deserves  The  Credit 

Sir:  You  gave  credit  to  both  my 
dad  and  his  brother  for  coming  up 
with  the  Cross  Century  pen  ( Nov.  1 ) . 
My  uncle,  Ellery  Boss,  developed  that 
and  had  a  patent  on  its  unique  twist 
mechanism.  ...  I  have  looked  in  sev- 
eral dictionaries  and  am  unable  to 
come  up  with  the  "forceful,  aggres- 
sive" meaning  of  the  word  "punchy" 
that  was  used  to  characterize  me. 

—Bradford  R.  Boss 

President, 

A.T.  Cross  Co. 

Lincoln,  R.I. 

Editor's  Note:  In  Webster's  New 
Third  International  Dictionary  (1968), 
the  "forceful"  definition  precedes  that 
of  punch-drunk. 

At  Least  They  Did  Something 

Sir:  Re  the  article  on  Standard  Oil 
of  Ohio  {Nov.  1).  Knowledgeable 
investors  have  been  aware  of  the  de- 
tails of  the  deal  in  which  in  1969 
Sohio  gave  up  a  54%  interest  in  its 
company  for  British  Petroleum's  5- 
billion-barrel  oil  reserves  at  Prudhoe 
Bay,  payable  upon  completion  of  the 
Trans-Alaska  pipeline.  Sohio's  man- 
agement in  1969  recognized  the  com- 
ing oil  shortage  and  did  something. 

—Kurt  B.  Karmin 

Vice  President, 

Drexel  Burnham  6-  Co. 

Chicago,  III. 

Switch  With  Us 

Sir:  You  gave  advice  to  an  Inves- 
tors Stock  Fund  customer  regarding 
his  investment  now  that  the  fund  is 
back  to  $20  a  share  {Other  Com- 
ments, Oct.  15).  Assuming  your  rec- 
ommendation [to  sell]  is  followed,  the 
investor  should  give  consideration  to 
a  transfer  into  our  Cash  Management 
Fund.  Upon  reinvestment  of  his  cash, 
my  recommendation  would  be  that  he 
move  his  money  into  our  Investors  Se- 
lective Fund  (an  income  fund),  which 
he  can  do  at  no  load.  IDS  has  one  of 
the  best  records  in  the  industry  as 
a  bond  manager  .  .  .   Investors  Srlec- 
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HERTZ  NATIONWIDE 

TOLL-FREE,  24  HOUR 

S.O.S.  EMERGENCY 

SERVICE  HELPS 

KEEP  YOUR  TRUCKS  ON-THE-JOB. 

This  is  the  Hertz  emergency  repair 
kit.  One  phone  call  will  get  you 
rolling  again  quickly. 


SCHEDULED  PREVENTIVE 
A/IAINTENANCE  KEEPS 
YOUR  TRUCKS  ON-THE-JOB. 

Just  last  year  our  Hertz  team 
of  mechanics  performed  over 
100,000  preventive  maintenance 
checks  alone.  Small  wonder 
they're  proud! 


THE  HERTZ  TRUCK  TEAM. 

THEY  RE  ON-THE-JOB 

SO  YOU  WON'T  HAVE  TO  BE. 

They're  specialists  in  trucking.  You 
are  a  specialist  in  your  ovm  business. 

They  want  to  get  you  out  of  the 
trucking  business 
and  back  into  your 
own. 


"O.J.  Trucks 

Mean 
On-The-Job 
^  Trucks'.' 


OWNING  OR  LEASING? 
SEND  FOR  THE  BOOK 
THAT  HELPS  YOU  DECIDE. 

The  Hertz  O.J.  Truck  team  per- 
forms so  many  services,  you  could 
write  a  book  on  them  all. 

So  we  have. 

Send  for  this  free  12  page,  full 
color  booklet  before  you  reach  a 
decision. 


D  Please  send  me  the  free  12  page  color 

brochure, 

D  I'm  interested  in  further  information  on 

Hertz  Trucks.  Mail  to  Edward  H.  Biickstein, 

Vice-President,  Sales,  Hertz  Trucks, 

660  Madison  Avenue,  New  York.  N.Y.  10021 

or  call  collect  (212)  980-2184. 

Name 

Address 

City 


-State. 


.Zip_ 


Company. 
Title 


.f 


Hertzlhick 


ON-THE-JOB  TRUCKS 

Hert2  leases  Fords  and  other  sturdy  trucks. 


Hen;  System  Inc   1976 
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ive  of  the  country  s  financially  strongest 
'*     ads  are  in  a  pretty  surprising  state. 
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The  state  is  Virginia 

And  one  of  the  reasons 
its  railroads  are  so  strong  is 
because  its  industry  is  among 
the  nation's  strongest. 

Growing  at  5  times  the 
national  rate  over  the  last  9 
years.  And,  even  in  a  generally 
tough  1974,  generating  116 
new  or  expanded  plants. 

It's  this  kind  of  manu- 
facturing activity,  along 
with  Virginia's  position  as  a 
major  national  rail  center, 
that  has  kept  her  railroads' 
profits  up  And  new  industry  | 
coming  in. 

Why  not  find  out  what  | 
we  can  do  for  you? 

Profit  from  the 
Vigor  of  Virginia 


Write  Frank  Alspaugh.  Div  of  Industrial  Development,  Rm  COS  State  Office  BIdg.  Richmond.  Va.  23219  Phone  (804)  786  3791 

Handling  freight 
your  way 


is  our  M^ay  of  serving  you 


NotioruA/icIe 
service 


There's  no  better  way  to  secure  assistance 
with  your  freight  shipments  than  through 
local  Santa  Fe  representatives.  They  know 
how  to  apply  Santa  Fe  operations  to  the  job 
of  moving  your  freight  the  best  wav. 


Each  dot  locates 

a  Santa  Fe  traffic 

rep.  Check  the  yellow 

pages  for  the  telephone 

of  the  one  nearest  you. 


Readers  Say 


tive  is  only  one  of  tliree  funds  which 
kept  pace  with  inflation  over  the  past 
seven  years. 

—William  H.  Dudley 

Senior  Vice  President, 

Investment  Operations, 

Investors  Diversified  Services,  Inc. 

Minneapolis,  Minn. 

Who's  Number  Two? 

Sir:  The  article  on  Wang  Labora- 
tories {Oct.  15)  states  that  "IBM  still 
commands  80%  to  85%  of  the  [word- 
processing]  market,  with  Wang  and 
Xerox  accounting  for  most  of  the  rest." 
Also,  that  Wang's  new  series  of  ma- 
chines is  "using  much  faster  printers 
bearing  the  company's  own  label." 
Our  client,  Redactron,  a  division  of 
Burroughs  Corp.,  has  the  second-larg- 
est installed  base  of  such  equipment 
after  IBM.  It  is  possible  that  Xerox 
has  begun  to  catch  up  but  improb- 
able that  Wang  is  in  the  position  im- 
plied by  you.  The  carefully  phrased 
"own  label"  on  the  printer  is  just 
that:  The  printer  is  Xerox'  Diablo 
High  Type  2  with  the  steel  wheel. 

-Roslyn  Willett 

Roslyn  WiUett  Associates 

New  York,  N.Y. 

Keep  Out  The  Politics? 

Sir:  I  am  most  unhappy  with  your 
Editor-in-Chief  Malcolm  Forbes'  pre- 
judiced political  views.  We  subscribers 
don't  pay  for  his  political  viewpoints. 
Please  cancel  my  subscription. 

—D.L.  Edmunds 
Roanoke,  Va. 

Sir:  I  consider  to  be  amusing  let- 
ters from  those  who  are  not  capable 
of  being  tolerant  of  ideas  other  than 
their  own.  May  you  always  have  suffi- 
cient profits  to  air  your  opinions. 

—Robert  L.  Caryl  Jr. 
Arlington,  Tex. 

Subscription  Beneficiary? 

Sir:  I  will  soon  be  77  years  old 
and  would  like  to  take  advantage  of 
the  savings  to  a  three-year  subscrip- 
tion, but  facing  reality,  probably 
what  I  most  need  is  a  six-month 
subscription.  Have  you  ever  con- 
sidered a  suljscription  that  would  al- 
low a  subscriber  to  name  a  bene- 
ficiary? .  .  .  When  a  man  is  young,  he 
knows  he  can  get  to  work  on  time  so 
he  is  often  late.  When  he  grows  old, 
he  is  never  late  because  he  knows 
that  each  day  he  has  to  prove  to  him- 
self  that   he   can    be    there   on    time. 

-Frew  C.  Boyd 
Newark,  Ohio 
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JAmfae  is  a^ahdFr— ^ 
oh  land  or  under  the  sea 


Feeding  people  has  been  an  Amfac  concern  for  and  cattle  ranches.  We're  herding  140,000  sheep  and 

more  than  126  years.  First  with  supplies  from  our  general  15,000  cattle,  sowing  20,000  acres  annually  to  fodder 

store  in  Honolulu.  Next  our  sugar  Then  frozen  french  and  cash  crops. 

fries.  Most  recently  the  best  canned  crab  and  shrimp  In  the  U.S.  Northwest  we  grow  and  process  potatoes 

from  Alaskan. waters.  into  frozen  french  fries  for  the  food  service  market.  And 

Seafoocf  is  a  good  business— people  all  over  the  in  Hawaii,  whereAmfac  began,  we  packed  over  4  million 

world  are  showing  more  appetite  for  it.  But  Amfac  is  pounds  of  papaya  and  350,000  tons  of  raw  sugar  last  year, 

interested  in  the  sea's  bounty  for  another  reason,  too.  OtherAmfacoperations— merchandising,  hospitality 

Population  is  outpacing  food  from  arable  land.  This  could  and  asset  management— evolved  just  as  naturally  as 

make  seafarms  important  in  everyone's  future.  That's  our  interest  in  food.  Each  reflects  our  island  philosophy: 

one  reason  we're  interested  in  the  potential  of  aquaculture.  to  regard  every  customer  and  employee  as  a  neighbor 

Meanwhile,  Amfac  is  fishing  the  waters  responsibly.  whose  goodwill  we  want  to  keep. 

From  our  islahd  beginnings,  we've  always  been  conser-  The  Amfac  way  of  doing  things  has  helped  us  grow 

vation-conscious.  Now  we  want  to  be  sure  there'll  be  into  a  billion-dollar  company,  with  most  of  our  revenue 

enough  fish  for  the  future.  from  the  American  West.  Since  incorporating  in  1897,  we 

Down  under  in  Australia,  Amfac  is  heightening  the  have  paid  cash  dividends  every  year 

productivity  of  land.  We're  greening  vast           jwu  mbz                   For  a  copy  of  our  newest  report,  write  to 
tracts  of  the  outback,  helping  transform     JP^~"Y[Trini  ||7^ IP"     Amfac,  Inc.,  Dept.  104,  P.O.  Box  3230, 

the  dry  bush  into  modern  family  farms     H^     ^^ll  II  IIII^IIIL^      Honolulu,  Hawaii  96801. 

Serving  People  in  the  U.S.  and  the  Pacific  Basin 
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A  revolutionary  power  drive 
tliat  lieipeci  set  a  motorcycie  speed  recon 


It  isn't  a  gear,  a  chain,  or  an  ordi- 
nary belt  drive.  Instead,  it  uses 
curvilinear  rubber  "teeth"  that 
change  the  way  machinery  runs. 

Spectators  were  skeptical  when  vet- 
eran cyclist  Warner  Riley  rolled  out 
his  95  cu.  in.  Harley- Davidson  to  try 
for  a  Bonneville  speed  record. 

There— of  all  things— was  a  rubber 
belt  connecting  the  Harley's  engine  to 
its  clutch.  Instead  of  a  chain. 

But  Riley  was  confident.  That 
rubber  belt  was  a  Uniroyal  HTD"  (for 
High  Torque  Drive)  power  drive  with  a 
revolutionary  rubber  tooth  design. 
It  was  one  example  of  a  new  Uniroyal 
advance— an  advance  that  is  changing 
the  transmission  systems  in  many  dif- 
ferent kinds  of  machines. 

The  search  for 
a  better  transmission 

Behind  Riley's  dramatic  race  was  a 
quest  that  is  almost  as  old  as  the  wheel 
itself— the  search  for  a  better  kind  of 


power  transmission  system . 

Every  system  in  use  today  has  ; 
vantages  and  disadvantages. 

Metal  gears  are  sturdy,  but  usual 
require  lubrication  and  heavy  prot 
tive  enclosures.  All  this  addition 
weight  squanders  some  of  the  pow 
engines  put  out.  Drive  chains— Hi 
the  ones  on  motorcycles— are  light 
But  they  can  wear  and  "stretch."  Th 
also  waste  energy  in  ways  of  their  ov 


Chain  DRIVE. 


Schematic  drawing  '^' 

reveals  chordal  rise  andc^ 
fall  of  pitch  line  in  chain 
drive  moving  over  •* 

sprocket  teeth.  At  high 
speeds,  chain  links 
vibrate,  rub  metal  against 
metal,  waste  energy. 

HTD  Belt  DRIVE 


Belt  maintains  constant 
angular  velocity. 
Generates  little  or  no 
vibration,  less  friction. 
Works  more  efficiently. 


UNIROYAt 
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TD  Belt  drive  on  Riley's  Harley  needs  no  lubrication,  weighs  50%  less  than  chain  drive,  handles  the  Hariey's  110  horsepower— without  a  slip. 


mple  rubber 
belts— like  the  one  that 
rns  the  radiator  fan  in  your  car— can 
ip.  Belts  with  trapezoidal  teeth  do 
t  slip,  but  are  not  designed  for 
gh-torque  loading.  Their  teeth  can 
eak  off  under  extreme  stress. 

Uniroyal  engineers 
find  a  better  answer 

niroyal  spends  $50  million  a  year  in 
isearch  and  development.  Some  of 
lat  money  has  gone  into  developing 
itter  transmission  systems. 

A  team  of  -Uniroyal  engineers 
2gan  by  studying  conventional  drive 
^Its  with  trapezoidal  rubber  teeth, 
hrough  a  process  called  photoelastic 
ress  analysis,  they  found  that  conven- 
onal  trapezoidal  teeth  take  stress 
ainly  in  one  spot. 

So  the  engineers  tried  different 
tapes  and  came  up  with  curvilinear 


teeth  which  could  take  more 

punishment  because  stress 

is  distributed  more  evenly 

throughout  each  tooth. 

Fine  in  theory.  But  does 

it  work  in  practice? 

Top  speed  on  a  stock 

Harley  Sportster  is  about 

105  mph.  The  HTD  drive 

on  Riley's  Harley  helped  him 

streak  past  that  mark  to  159.414 

mph— a  new  Bonneville  record  in  the 

Harley  Sportster  class. 

Scores  of  industrial 
applications 

Eventually,  you  could  see  rubber  belt 
drives  used  on  many  stock  motor- 
cycles and  in  scores  of  industrial  appli- 
cations—thanks to  the  characteristics 
of  HTD  drives.  For  example: 

The  HTD  belt  on  Riley's  Harley 
was  only  half  the  weight  of  a  stock 
chain  drive.  There's  almost  no  vibra- 
tion, friction,  abrasion,  corrosion.  Or 
mess  or  downtime  for  lubrication. 

HTD  belts  are  already  eliminating 
downtime  and  solving  other  technical 
problems  in  rock-crushing  equip- 
ment, grain  elevators,  and  food  pro- 
cessing plants.  And  in  chemical  plants 
where  corrosion  is  a  problem. 


Swirling  lines  in 
photoelastic  stress 
analysis  show  how 
stress  forces  concen- 
trate at  base  of  trape- 
zoidal teeth.  Stress 
on  curvilinear  teeth 
is  more  even. 


Over  1,400 
Uniroyal  discoveries 

The  Uniroyal  HTD  belt  drive  is  one  of 
more  than  1,400  patents  we've  been 
granted  in  the  past  17  years.  We  have 
3,000  scientists,  engineers  and  tech- 
nicians working  in  research  and  devel- 
opment alone.  They've  discovered 
ways  to  increase  crop  yields.  To 
improve  the  golf  ball .  And  more. 

The  flood  of  Uniroyal  discoveries 
has  paid  off  in  substantial  growth. 
We're  a  company  with  $1.6  biUion  in 
assets  these  days.  But  we  like  to  think 
our  biggest  asset  isn't  even  on  the  bal- 
ance sheet.  Our  urge  to  discover. 


For  more  information  about  the  Uniroyal 
HTD  Belt  Drives,  write  to  Jack  Leitner, 
Uniroyal  Industrial 
Products,  Middle- 
bury,  Connecticut 
06749.  Or  you  can 
phone  this  number : 
(203)573-4177. 


UNIROYAL 
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mers  helps  ; 
neof  the  world's  largest  blast  furnaces 
^     develop  an  air  of  assurance. 


Basic  industries  have  basic  needs— and  the 
air  for  blowing  blast  furnaces  in  steelmaking 
is  one  of  them.  Furnishing  the  air  supply  for 
one  of  the  largest  tonnage,  highest  top  pres- 
sure furnaces  operating  in  North  America 
are  two  axial  compressors  built  by 
Allis-Chalmers. 

With  field  experience  dating  back  nearly 
a  century,  Allis-Chalmers  is  a  major  supplier 
of  axial  compressors.  Today's  A-C  axial 


compressors  are  used  in  a  wide  assortment  of  air 
handling  applications.  Among  these  are  catalytic 
cracking,  air  separation,  oxidation,  test  facilities, 
sewage  aeration  and  many  more. 

As  a  world  leader  in  compressor  technology, 
Allis-Chalmers  is 

helping  to  meet        XhC  "WOtM  IlCCdS 
basic  needs  for  ^  of  what 

water,  food,  energy      m  ^^,      ^^^     ^  ^ 

and  minerals       /\ilis-Linalmers  maKCS. 


ALLIS-CHALMtRS 


'With  all  thy  getting  get  understanding' 
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Fact  and  Comment 


CARTER  WON'T  TAKE  ON  BURNS 

I  don't  think  Jimmy  Carter  will  ultimately  take  a  flying  big  help,  of  course,  if  his  Treasury  Secretary  gets  along 

tackle  at  Our  Arthur  of  the  Reserve.  I  believe— and  hope!—  with  Mr.  Burns,  and  if  both  of  'em  share  some  of  the 

he's  too  smart  to  start  something  he  can't  win.  thinking  of  the  man  the  new  President  names  to  head  his 

Mr.   Burns  likes  his  job;   so,  by  statute,  he's  Federal  Council  of  Economic  Advisers. 

Reserve  Board  chairman  until  Jan.  31,  1978,  he's  a  Board  To  confront  or  to  try  publicly  pressming  Our  Arthur 

member  until  Jan.  31,  1984.  In  addition  to  loving  his  job  to  reverse  his  course,  or  to  adopt  one  that  the  Carter 

and  tending  to  it  with  stubborn,  pipe-pufBng  care,  he  is  people  want  but  he  doesn't,  would  do  much  damage  and 

most  keenly  aware  that  the  whole  purpose  was  to  set  up  in  no  way   accomplish   their  objective.   The   economists, 

the  Federal  Reserve  so  it  wouldn't  have  to  capitulate  to  the  business  community  and  the  international  comity  of 

presidential  pressures,  however  precipitous.  economists  (a  contradiction  in  terms,  I  know)  would  be 

As  President,  Mr.  Carter  will  continue  to  convey  to  Mr.  shook  up  enough  to  aggravate  every  problem  the  Carter 

Bums  his  thoughts  on  the  course  he  thinks  the  Fed  should  Administration  was  trying  to  alleviate, 

follow,  but  he  won't  be  able  to  force  anything.  It  will  be  a  So,  we  predict  no  confrontation,  no  Burning  conflagration. 

EXXON  PULLS  A  DANGEROUSLY   DUMB  FAST  ONE 

Exxon,  biggest  of  the  beleaguered  oil  biggies,  has  long  fraternity.  Using  the  "Dutch  auction"  (see  Forbes,  Nov. 

been  as  ably,  or  more  ably,  run  than  most  of  the  Seven  15,  p.  144),  they've  saved  some  commissions.  But  Exxon 

Sisters.  has  as  little  to  gain  as  the  rest  of  the  money-needing  cor- 

But,   in  end-playing  Wall   Street  uoderwriters  with   a  porate  world  by  threatening  the  foundations  of  the  under- 
current (and,  for  Exxon,  small)   $55-million  financing,  its  writing  commimity. 

top  management  has  succumbed  to  the  Ivure  of  a  quick  The  expertise  of  Wall  Street  is  vital  to  an  orderly  mar- 
buck  at  the  price   of  rocking  the  Wall   Street  financing  ket,   which   in  turn   is   vital   to  the   gathering  of  capital. 

"BIG  BANKERS  NOT  WORRIED  ABOUT   THIRD  WORLD   BIG  LOANS" 

Why? 

."WE  NEED  SOME  BOLD  ACTION   TO  TRIGGER  CONFIDENCE" 

is   what  "Bill   Wearly,   top-notch,   broad-gauged   chief   of  out.   A  great  housing  boom.  A  pipeUne  boom.   The  sud- 

IngersoU-Rand,  said  to  me  the  other  day.  That  the  econo-  den   burst  of   Soviet   orders   a   while   back.    The   Middle 

my    seems    stalled    at    dead    center,    threatening    to    tip  East's  huge  buying  spree. 

down  rather  than  up,  is  an  opinion  that  Mr.  Wearly  shares  Right    now,    Mr.    Wearly    observes,    "There's    no    such 

with  a  number  of  economic  thinkers.  He  makes  a  provoca-  stimulus.  Nothing  dramatic,  impactful  is  happening.  Noth- 

tive,  effective  point  by  pointing  to  specifics  in  the  past  ing  to  make  waves  that  roll  across  the  world's  economies, 

that  have  *triggered  good  times  for  our  economy,  things  "So  few  can  stop  so  much,  and  are,"  he  points  out.  A 

which  have,  in  his  words,  "had  a  ripple  effect  on  Ameri-  relatively   small   number  of  fanatical  believers  in   atomic 

can  business  and  on  the  economies  of  other  countries."  dangers  have  succeeded  in  virtually  halting  our  develop- 

Examples:    Eisenhower's   great  highway  program.   The  ment  of  atomic  energy  and  have  put  brakes  on  the  full 

advent  and  once-swift  development  of  nuclear  power.  The  expansion  of  coal  as  an  energy  source.  A  relatively  small 

conquest  of  space  and  its  extraordinary  technological  fall-  number  of  career  Consumerists  have  put  the  kibosh  on 
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much  new  product  development  and  on  many  selling  ef- 
forts, and,  by  vociferousness  and  exaggeration,  have  shak- 
en consumer  confidence. 

Bill  Wearly  would  be  the  first  to  say  that  business  mal- 
practices by  some  sharpshooters  in  the  marketplace  have 
to  be  ended  and  that  America's  indifference  to  the  abuse 
of  its  life-giving  ecology  has  to  cease.  But  his  point  is 
patently  valid.  The  reaction  has  been  overblown,  and  the 
recent  referenda  turning  down  efforts  to  legislate  into 
oblivion  atomic  energy  and  to  effectively  halt  the  growth 
of  the  economy  that's  required  to  provide  jobs  seem  to 
indicate  that  most  Americans  have  had  enough  of  this 
well-intentioned  but  unjustified  overkill. 

APPLE  WAS 

In  the  uncountable  reams  written 
by  countiess  correspondents  covering 
our  presidential  campaign  year,  the 
reports  by  the  New  York  Times'  R.W. 
Apple  Jr.  consistently  provided  more 
enlightenment  than  any  I  read  (or 
heard)  anywhere.  That  great  perfor- 
mance was  capped  by  the  best  post 
mortem  on  the  election.  I  hope  there's 
some  sort  of  reward  (monetary)  and  award  (honorary) 
for  this  truly  big  Apple  for  his  reporting  par  excellence. 

*       *       # 

Re  the  election  results:  While  the  outcome  for  a  while 


To  repeat  Bill  Wearly's  words,  "So  few  can  stop  so 
much,  and  are." 

I  think,  as  President,  Carter  may  well  be  inclined  to 
propose  some  steps  that  could  indeed  trigger  confidence 
without  triggering  an  inflationary  spiral  that  would  kill 
both  the  economy  and  confidence. 

Perhaps  it  could  be  a  combination  of  tax  cuts,  an  ac- 
tivist energy  program  and  incentives  to  business  growth  by 
ameliorating  the  discouraging  taxation  on  corporations 
making  a  buck. 

So  much  depends  on  which  trigger  Mr.  Carter  pulls, 
at  what  (or  whom)  he  aims  the  powerful  weapons  now 
in  his  hands. 

THE  BIG  ONE 

was  somewhat  of  a  cliffhanger  in  terms  of  electoral  votes, 
even  such  firm  Ford  rooters  as  thus  one  have  to  be  glad 
that  the  final  electoral  vote  reflected  the  fact  that  in  the 
popular  vote  Mr.  Carter's  victory  was  not  nearly  so  narrow 
as  j[ohn  Kennedy's  win  over  Nixon. by  119,000  votes  in 
1960,  and  as  Nixon's  win  over  Hubert  Humphrey  by 
510,000  in  1968. 

Sxire,  a  switch  of  5,000  votes  in  both  Hawaii  and  Ohio 
could  have  given  President  Ford  an  Electoral  College  ma- 
jority despite  Carter's  1.7  million  majority.  But  that 
would  have  most  seriously  disturbed,  if  not  disrupted, 
our  political  and  economic  climate.  {For  more  on  the  sub- 
ject, see  MSF  Jr.'s  editorial  on  the  opposite  page.) 


CARTER  INAUGURAL  THOUGHTS 


Inviting  the  300,000  to  400,000  who  worked  hard  for 
Jimmy  Carter's  election  is  a  great  idea.  There  hasn't  been  a 
Jacksonian  inaugural  since  Jackson.  The  logistics— whether 
to  have  heated  tents  on  the  White  House  lawn  and  around 
the  Washington  Monument  maU,  or  to  use  auditoriums  and 
ballrooms  all  over  the  city— matter  little  compared  with 
striking  the  note  the  President-elect  seeks. 

After  all,  the  Greats-to-be  will  have  their  day  in  the 
days  that  follow,  and  the  ones  who  are  Out  or  are  Has 
Beens  have  had  their  days  in  the  Glory. 

I  never  realized  free  gas  had  been  solicited  for  inaugural 

limos  previously,  and  eliminating  that  sort  of  thing  has  to 
be  all  plus. 

The  idea  that  the  President-elect's  wife  may  wear  the 


same  dress  she  wore  to  her  husband's  inauguration  as 
governor  of  Georgia  five  years  ago  is  an  inspiration.  It 
would  be  uniquely  meaningful,  and  a  ten-strike  in  every 
respect.  As  for  Mr.  Carter  possibly  wearing  a  business  suit 
instead  of  morning  clothes— that's  overkill.  He's  being  in- 
augurated President,  and  precedent  should  matter  where 
small  matters  mean  much  without  mattering  in  terms  of 
money  or  ostentation. 

Thoughts  about  keeping  the  military  presence  in  the 
parade  symbolic  rather  than  numerous  are  good. 

The  Carter  inaugiu-ation,  if  it  is  indeed  "traditional  but 
modest,"  involving  people  more  than  pomp  and  ex- 
travagance, will  get  the  new  President  well  and  appropri- 
ately launched. 


THE  ABBY'S   BLESSING 

When  one  of  our  country's  favorite  counselors.  Dear  Abby,       a  blessing  before  we  broke  bread  together.  Her  prayer  ( foe- 
joined  us  here  at  a  luncheon,  she  asked  if  she  could  give       low)  is  really  beautiful,  don't  you  agree? 

Oh,  Heavenly  Father:  We  thank  Thee  for  friends  May  these  remembrances 

We  thank  Thee  for  food  And  remember  the  friendless.  Stir  us  to  service, 

And  remember  the  hungry.  We  thank  Thee  for  freedom  That  Thy  gifts  to  us 

We  thank  Thee  for  health  And  remember  the  enslaved,  May  be  used  for  others. 

And  remember  the  sick.  Amen. 


ONE  CANCER  THAT  CAN  BE  CURED 

Self -sympathy. 


HE  WHO   FINDS   SELF 

endlessly  fascinating  is  boring  from  within. 
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-MALCOLM  S.  Forbes, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


More  Cause,  ISo  Cure 

.  .  .  the  difficulties  of  [Britain, 
France  and  Germany]  have  been  cre- 
ated by  inflation  and  cannot  be  cured 
by  further  doses  of  it.  Obviously,  the 
eradication  of  inflation  there  will  have 
a  social  cost,  and  there  might  be  some 
political  fall-out.  That  danger,  how- 
ever, is  small  compared  to  the  politi- 
cal risks  of  a  resumed  worldwide  in- 
flation, stoked  by  panicky  action  in 
the  three  major  economies. 

—Barron's. 

ContinentaV s  Pilot  Strike 

The  pilots  initially  had  put  on  the 
table  486  proposals  that  the  company 
estimated  would  cost  $134  million— 
or  more  money  than  Continental  has 
earned  in  profit  since  it  began  flying. 
Among  the  demands:  free  vasectomies, 
and  salaries  above  $100,000  a  year. 

The  pilots  also  want  to  reduce  the 
amount  of  time  they're  required  to  be 


"^ion  duty  .  .  .  they  also  seek  longer  lay- 
overs between  flights. 

Many  pilots  own  outside  businesses 
(ski  resorts,  cattle  ranches,  law  prac- 
tices) and,  says  [Chairman  Robert] 
Six,  there  is  a  feeling  that  "they  are 
trying  to  get  more  free  time  to  de- 
vote to  those  businesses." 

—Time. 

For  Health's  Sake, 

Take  Your  Secretary 

Businessmen  have  been  found  to 
suffer  less  time-zone  disorientation 
when  they  travel  in  pairs,  which 
could  provide  a  valid  argument,  at 
last,  for  taking  your  secretary  along. 

—Fortune. 

Gourmets  on  Wall  Street 

The  biggest  news  in  Washington, 
Hickman  [Bert  Jr.  of  Research  From 
Washington]  said,  is  the  growing 
number  of  government  people  who 
are  asking:  What  does  it  cost?  "We're 


minimizing  the  threat  of  a  capital 
shortage  in  the  latter  part  of  the  de- 
cade .  .  .  it's  why  I'm  more  positive 
than  I've  ever  been  on  government." 

But  Hickman  is  frustrated  over 
the  fact  that  he  can't  convey  the 
significance  of  this  new  cost-con- 
sciousness to  Wall  Street:  "Wall  Street 
is  a  closed-loop  system.  Those  guys 
drink  their  own  bath  water." 

Hickman,  a  graduate  of  the  Uni- 
versity of  Florida  with  a  BS  in  fi- 
nance, recalled  that  LB  J  used  to  say: 
"The  big  problem  in  Washington  is 
separating  the  chicken  salad  from  the 
chicken  s — .  I'm  afraid  that  a  lot  of 
these  guys  on  Wall  Street  .  .  .  eat  very 
little  chicken  salad.  .  .  ." 

—Dan  Dorfman, 
New  York  magazine. 

Or  in  Both  at  the  Same  Time? 

There  is  more  pleasure  in  loving 
than  being  loved. 

—Thomas  Fuller. 


A  FEW  GOOD  WORDS  FOR  THE  ELECTORAL  COLLEGE 


The  Electoral  College  is  coming 
under  heavy  attack  again.  Critics 
point  out  that  a  shift  of  a  handful 
of  votes  in  Ohio  and  Hawaii  would 
have  enabled  President  Ford  to 
stay  in  the  White  House  another 
four  years  even  though  he  trailed 
Carter  in  the  popular  tally  by  1.7 
million  votes. 

Three  times  in  the  19th  century  „ 
(1824,  1876,  1888)  a  man  be- 
came President  despite  finishing 
second  in  the  popular  vote,  and 
five  times  in  this  century  (1916, 
1948,  1960,  1968  and  1976) 
small  voter  shifts  in  key  states 
would  have  made  the  popular  vote 
loser  the  Electoral  College  winner 
—and  hence  President.  "Every  four 
years,"  declared  the  late  Senator 
Estes  JCefauver  back  in  1961,  "the 
Electoral  College  is  a  loaded  pistol 
aimed  at  our  system  of  government. 
Its  continued  existence  is  a  game  of 
Russian  roulette."  Amen,  say  the 
critics,  it's  time  to  scrap  this  dan- 
gerous 18th-century  relic. 

Before  consigning  this  "anach- 
ronism" to  history's  dustbin,  how- 
ever, the  consequences  of  such  a 
move  should  be  closely  examined. 

Twice  in  recent  times,  the  Elec- 
toral College  has  saved  this  coun- 
try from  a  grave  political  crisis.  In 
the  presidential  elections  of  1960 
and  1968,  the  popular  vote  was  so 


by  M.S.  Forbes  Jr. 
close  as  to  be  a  virtual  tie.   The 
outcomes  could  have  been  litigated 
for  years  if  it  hadn't  been  for  the 
Electoral  College. 

If  we  were  to  go  the  direct  popu- 
lar vote  route  for  the  presidency, 
we  would  certainly  need  a  new, 
large,  powerful  federal  bureaucracy 
to  set  and  enforce  uniform  voting 
standards  and  procedures  through- 
out the  country  and  to  police  the 
election  itself.  There  are  some 
200,000  voting  precincts  in  this 
country.  To  see  that  everything 
went  according  to  law,  you'd  need 
at  least  one  bureaucrat  at  each 
polling  place.  Even  then,  given  the 
Government's  penchant  for  volu- 
minous, intricate  rules,  there 
would  be  plenty  of  technical  viola- 
tions, providing  ample  material  for 
litigious  lawyers. 

The  Electoral  College  also  helps 
underwrite  the  two-party  system, 
one  of  this  coimtry's  great  political 
strengths.  To  win,  each  party  has 
to  strive  for  a  national  coalition. 

History  shows  that  the  Electoral 
College  isn't  quite  so  undemocratic 
as  current  opinion  would  have  it. 
In  the  late  election,  there  were  14 
states  where  the  popular  vote  was 
quite  close.  Ford  carried  ten.  Car- 
ter only  four,  and  yet  Ford  still 
lost.  The  probabihty  of  a  candidate 
decisively  winning  the  popular  vote 


and  losing  the  electoral  vote  is  re- 
mote. What  is  amazing  about  1976 
is  just  how  well  Ford  did  in  the 
electoral  count. 

The  other  close  calls  in  this  cen- 
tmy  show  much  the  same  pattern 
—there  were  a  number  of  close 
states,  with  each  candidate  win- 
ning some  and  losing  some,  just  as 
you  would  expect. 

What  about  the  three  times  in 
the  last  century  when  the  pop- 
ular vote  loser  ended  up  in  the 
White  House?  In  1824,  the  pop- 
ular vote  was  fractured  four  ways; 
no  one  could  validly  claim  he  was 
robbed  at  the  ballot  box.  In  1888, 
an  election  with  widespread  vote 
cheating  on  both  sides,  the  raw 
vote  difference  between  the  two 
candidates  was  minute.  The  Elec- 
toral College  prevented  a  poten- 
tial deadlock. 

Only  in  1876  was  the  decisive 
winner  among  voters,  Samuel  Til- 
den,  denied  the  presidency,  and  he 
would  have  won  the  Electoral  Col- 
lege if,  after  the  election,  the  Re- 
publicans hadn't  brazenly  used  fed- 
eral troops  to  change  the  outcome 
in  key  southern  states. 

It  has  been  100  years  since  the 
Electoral  College  triggered  a  polit- 
ical crisis,  and  that  was  the  result 
of  massive  fraud.  In  the  meantime, 
it  has  saved  us  considerable  grief. 
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The  profitable 

hospitaL 


"On  the  surface,  profits  and  patient 
care  migfit  seem  to  be  two  points  in 
conflict.  ButfHumana,  a  private 
enterprise  fiospital  company,  has 
proved  otherwise.  Profitability  is 
what  provides  the  resources  which 
allow  Humana  to  set  standards  for 
higher  quality  hospital  care,  at  a  time 
when  many  hospitals  must  struggle 
to  maintain  the  status  quo'.' 

David  A  Jones  Chairman.  Humana  Inc 


Humana  Is  among  the  first  to  evaluate  hospital 
services  from  the  standpoint  of  patient  and  physician 
values  and  to  establish  measurable  performance 
standards  to  assure  that  these  values  are  satisfied 

For  example,  most  hospitals'  procedures 
require  that  financial  information  be  obtained  from 


a  patient  before  medical  treatment  is  given.  But  the 
Humana  hospital  emergency  room  standard  puts 
the  patient's  need  for  prompt  attention  first,  requir- 
ing that  the  patient  be  seen  by  a  medical  professional 
within  60-seconds  of  arrival. 

The  Humana  approach  to  hospital  services  has 
already  resulted  in  a  successful,  growing  company, 
owning  and  operating  hospitals  in  seventeen  states. 
But  we  are  actually  just  at  the  threshold  of  our  growth 
potential.  Looking  ahead,  the  need  to  renew  Amer- 
ica's hospitals  cannot  be  met  by  traditional  means. 

Humana  will  play  an  important  role  in  fulfilling 
these  needs  because  our  profitability  enables  us  to 
attract  the  financial  resources  for  this  vital  task.  And 
by  using  private  enterprise  incentives  and  the  skills 
of  the  Humana  professional,  we  are  able  to  make 
our  new  facilities  a  better  kind  of  hospital. 

If  you  would  like  to  know  more  about  a  leader- 
ship company  in  the  rapidly  growing  47  billion 
dollar  hospital  services  industry,  we  would  be 
pleased  to  send  you  a  copy  of  our  annual  report. 
Please  write,  Humana  Inc  ,  1800  First  National 
Tower,  Dept.  2B.  Louisville,  Kentucky  40201. 


The 

Hospital 

Company 


Where  private  enterprise  is 
making  possible  a  toetter 
kind  of  hospital. 


Forbes 


The  Half-Billion-Dollar 
Unsure  Thing 

In  which  it  is  shown  that  the  genius  of  the  law  lies  in 
making  the  simplest  dilemmas  as  obscure  as  possible* 


Imagine  a  tin  can  with  $2  billion  in 
it— and  you  without  a  can  opener.  Just 
what  do  you  suppose  you'd  be  willing 
to  pay  for  the  use  of  a  Swiss  army 
knife  for  a  few  minutes? 

This  is  the  dilemma  of  a  three- 
way  family  feud  that  stretches  over 
half  a  century  and  that  pits  the  high 
and  mighty  du  Pont  family  of  Dela- 
ware against  the  obscure  but  persis- 
tent Bremner  clan  of  Chicago,  and 
that  will  be  ruled  upon  by  the  Su- 


ment  of  the  company  is  unstable  and 
undependable  must  be  stopped. 

Act  One,  Scene  Two:  Wilmington, 
the  offices  of  Alfred  I.  du  Pont  a  month 
later.  Cousin  Alfred  has  discovered 
that  cousins  Pierre  and  Irenee  have 
quietly  bought  cousin  Coleman's  con- 
trol block  for  $14  million— bad  news 
to  Alfred  since  before  the  purchase 
he,  Pierre  and  Coleman  had  enjoyed 
about  an  equal  say  in  the  company's 
aflFairs.    Alfred    demands    that   Pierre 


Ponts;  their  share  of  the  powder  com- 
pany is  the  result  of  their  member- 
ship in  an  informal  investment  club. 
In  Wilmington,  they  scarcely  notice. 

The  tin  can  sits  on  the  shelf.  Scarce- 
ly anyone  outside  the  inner  circles  of 
finance  has  ever  heard  of  it,  and  yet 
it  is  the  vehicle  for  what  is  about  to 
become  the  most  extraordinary  indus- 
trial empire  in  the  history  of  the 
world:  Who  controls  the  tin  can  con- 
trols du  Pont,  and  du  Pont  controls 
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Irenee  du  Pont 


Pierre  du  Pont 


Alfred  I.  du  Pont 


Irving  Shapiro 


Lewis  C.  Murtaugh 


preme  Court  some  day  soon.  And  this 
is  the  story  of  that  tin  can. 

Act  One,  Scene  One:  A  New  York 
City  pier,  January  1915.  The  Lusitania 
docks.  A  mysterious  financier  from 
England  ^named  Kraftmeier  debarks 
and  is  njet  by  Pierre  du  Pont,  who 
runs  the  gunpowder  firm  on  which 
England,  France  and  Russia  depend 
for  their  very  existence  in  the  war 
against  Cermany.  Kraftmeier  draws 
Pierre  aside  and  explains  his  mission: 
London  is  alarmed  at  rumors  that  T. 
Coleman  du  Pont  may  sell  his  block 
of  the  company  stock  in  order  to  sup- 
port his  habit  of  building  skyscrapers 
in  New  York.  The  English  worry: 
that  the  stock— and  so  control  of  du 
Pont— might  fall  into  the  hands  of 
Kuhn  Loeb  &  Co.,  a  then  pro-Ger- 
man investment  banking  house.  Pierre 
is  shocked;  rumors  that  the  manage- 


tum  the  shares  over  to  the  company; 
Pierre  refuses  and  locks  the  stock  in  a 
safe— a  glorified  tin  can— soon  to  be 
called  the  Christiana  Securities  Co. 
Alfred  buys  a  newspaper,  so  does 
Pierre,  and  for  five  years  they  call 
each  other  names  in  print,  in  the  fash- 
ion of  the  day.  In  the  end,  Alfred 
moves  to  Florida.  The  tin  can  stays 
in  Wilmington.* 

Act  Two,  Scene  One:  A  powder 
factory  in  Joplin,  Mo.  1924.  A  minor 
du  Pont  functionary  seals  a  deal:  A 
few  thousand  shares  of  du  Pont  com- 
mon are  traded  for  a  gunpowder 
plant.  Among  the  recipients  of  the 
stock:  a  few  members  of  the  Bremner 
family.  The  Bremners  are  big  in  bis- 
cuits in  Chicago,  but  they  are  not  du 

'For  a  lull  account,  see  "Pierre  S.  du  Pont  and  the 
Molclng  of  the  Modern  Corporation"  by  Alfred  Chandler 
and  Stephen  Salisbury,  probably  the  best  corporate  his- 
tory  ever  written. 


General  Motors.  Within  20  years,  the 
chemical  company  will  invent  nylon, 
and  manufacture  an  atom  bomb  for 
the  U.S.  Government— then  lose  con- 
trol of  GM  to  the  trustbusters. 

Act  Three,  Scen'^  One:  Granogue, 
a  mansion  near  Wilmington,  1972. 
Irenee  du  Pont  Jr.,  chairman  of  Chris- 
tiana, sits  down  to  write  a  painful  let- 
ter. In  elegant  phrases,  he  writes  the 
chairman  of  du  Pont— C.B.  McCoy, 
the  first  outsider  to  head  the  firm  in 
170  years— and  says,  in  effect,  Brel, 
the  tin  can  has  outlived  its  usefulness 
—it's  time  to  open  her  up. 

Brip— as  Irenee  Jr.  is  called  around 
the  family— doesn't  need  to  explain. 
The  contents  of  the  original  $14-mil- 
lion  tin  can  are  now  worth  over  $2 
billion.  For  a  number  of  reasons— the 
double  taxation  of  dividends,  for  one 
—the  market  value  of  Christiana  shares 
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has  traditionally  been  about  a  25% 
discount  from  the  market  value  of  the 
du  Pont  shares  within.  The  differ- 
ence is  a  not-so-cool  half-billion  dol- 
lars. That  discount  was  a  price  worth 
paying  when  family  control  was  a  big 
issue— but  the  melancholy  fact  is  that 
the  family  has  run  out  of  managerial 
steam.  Given  the  prospects  of  death 
and  taxes,  the  best  thing  to  do  is  to 
open  the  tin  can  and  share  what  is 


is  a  shareholder  because  he  married 
into  the  Bremner  family,  the  ones  who 
sold  their  share  of  that  little  powder 
factory  in  Joplin,  Mo.  to  du  Pont  50 
years  before,  and  that  he  now  more  or 
less  represents  the  inheritors,  some 
7,500  shares  in  all;  his  logic,  like 
that  of  the  Christiana  shareholders',  is 
the  logic  of  a  clan,  \'isceral  but  bril- 
liant. Also  unknown  is  the  fact  that 
Murtaugh  once  presented  a  case  ulti- 


The  company  men  all  snicker  at  Murtaugh's  habit  of 
showing  a  few  inches  of  midwestern  leg  between  his 
sock  tops  and  trouser  legs.  But  Murtaugh  perseveres. 


inside  of  it. 

Act  Four,  Scene  One:  The  study 
of  a  pleasant  suburban  home  in  Win- 
netka.  III.,  autumn  of  1973.  Lewis  C. 
Murtaugh  returns  from  a  European 
vacation.  Murtaugh,  a  reasonably 
prosperous  Chicago  attorney,  finds  in 
his  mailbox— like  every  other  du  Pont 
shareholder— a  notice  from  the  compa- 
ny of  its  intent  to  merge  Christiana 
into  it,  trading  a  little  more  than  one 
share  of  du  Pont  common  for  each 
share  of  Christiana.  Murtaugh  quick- 
ly recognizes  the  nub  of  the  issue- 
that  du  Pont  is  providing  a  can  open- 
er, a  tax-free  swap  of  stock,  to  Chris- 
tiana at  what  seems  to  be  a  nominal 
charge   of   some   2.5%   of   the    assets. 

The  deal  was  worked  out  in  this 
way  for  the  profit  of  the  du  Pont 
family  and  other  Christiana  share- 
holders. Had  they  simply  liquidated 
Christiana  and  distributed  the  assets 
pro  rata  to  stockholders  they  would 
have  been  hit  with  a  big  tax  bill. 
Hence  the  decision  to  make  the  deal 
as  a  stock  swap.  Du  Pont  manage- 
ment, however,  told  the  family  they 
would  have  to  take  a  discount;  there 
would  have  to  be  something  in  the 
deal  for  the  other  du  Pont  sharehold- 
ers. After  a  bit  of  bargaining,  the  dis- 
count was  set  at  2.5%. 

"Hold  it,"  says  Murtaugh.  For  a 
service  like  that,  the  Christiana 
stockholders  should  have  been  nicked 
at  least  10%.  Two  days  before  the  end 
of  the  period  in  which  it  is  permitted, 
he  fires  off  a  complaint  to  the  Securi- 
ties &  Exchange  Commission.  The 
money  at  stake  is  not  peanuts;  Chris- 
tiana holds  13.5  million  du  Pont 
shares;  the  difference  between  a  2.5% 
discount  and  a  10%  discount  is  a  mil- 
lion shares,  nearly  $200  million  at 
then  current  prices. 

Unknown  to  Murtaugh,  the  SEC 
staff  has  already  virtually  made  up  its 
mind  to  okay  the  2.5%  deal.  Un- 
known to  du  Pont,  however,  are  a 
couple  of  other  facts:  that  Murtaugh 


mately  worth  $250  to  the  Supreme 
Court— and  only  narrowly  lost.  He  is 
that  stubborn  kind  of  a  man. 

Act  Four,  Scene  Two:  A  hearing 
room  at  the  SEC,  Washington,  D.C., 
February  1973.  Murtaugh  has 
changed  the  SEC's  mind;  it  holds 
hearings  after  all.  Suddenly,  what  had 
been  a  sure  thing  barely  a  month  be- 
fore is  now  in  jeopardy.  Murtaugh 
has  been  joined  by  Richard  Collins  of 
St.    Louis,   another   lawyer;    together. 


In  the  end,  it  is  Shapiro  who  makes 
the  most  telling  case  for  the  merger 
terms.  It  is  very  much  in  du  Pont's 
interest  to  perform  the  can-opening 
operation,  he  tells  the  SEC;  getting 
rid  of  that  potential  control  block  is 
worth  more  than  money.  He  comes 
close  to  implying  that  one  reason  is 
the  fear  that  a  black-sheep  du  Pont 
tamily  member  might  get  his  hands 
on  Christiana  and  wreck  the  chemical 
company.  Black-sheep  du  Fonts  are 
not  exactly  in  short  supply;  Lammot 
du  Pont  Copeland  Jr.  has  recently  filed 
the  largest  personal  bankruptcy  in 
history,  for  example.  The  SEC's  imag- 
ination is  stimulated. 

The  hacks  at  the  Wilmington  news- 
paper fairly  gibber  with  excitement. 
"Irving  Is  One  Smart  Shapiro,"  one 
of  them  crows  on  the  front  page,  in 
outrageously  bad  taste.  The  flacks  at 
du  Pont  fold  their  fingers  across  their 
vests  and  say  of  Murtaugh,  "No  way. 
No  way!" 

Act  Five:  The  scene,  the  Supreme 
Court;  the  time,  some  time  next 
month.  Five  years,  50  lawyers,  5 
million  words— and  a  half-dozen  ap- 
pjeals— later,  Murtaugh  will  go  to  the 
Supreme  Court  a  second  time.  De- 
spite being  represented   now   by  the 


Feuding  Mad:  Alfred  I.  du  Pont  surrou 
glass-top  wall,  "to  keep  out  intruders, 


nded  his  mansion  with  a  jagged- 
mostly  of  the  name  du  Pont." 


they  claim  that  if  du  Pont  manage- 
ment had  not  been  in  the  family's 
thrall,  it  would  have  driven  a  far 
tougher  bargain. 

A  thousand  pages  of  record  are 
arrayed  against  Murtaugh:  2.5%  of  the 
contents  of  the  can  is  an  eminently 
fair  price  for  the  use  of  a  can  opener, 
they  say— illustrious  Wall  Street  names, 
distinguished  legal  names.  Arbitra- 
geurs, the  reporters  who  cover  the 
hearings,  the  company  men,  all  snick- 
er at  Murtaugh 's  habit  of  showing  a 
few  inches  of  midwestern  leg  between 
his  sock  tops  and  trouser  legs.  The 
SEC  decides  against  him.  The  merger 
is  fair,  it  says— the  price  of  the  can 
opener  is  just. 


Clint  Eastwood  of  class-action  law- 
yers, Irving  Morris  of  Wilmington, 
Murtaugh  and  his  little  band  still 
stand  alone.  Even  the  Securities  &  Ex- 
change Commission  has  joined  Chris- 
tiana and  du  Pont  in  opposing  him. 
Nobody,  but  nobody  is  amused. 

Those  5  million  words  are  the  best 
legal  thought  that  money  can  buy. 
But  their  whole  purpose  is  ultimately 
to  obscure  the  basic  issue,  to  disguise 
the  fact  that  it  is  a  simple  feud  be- 
tween two  greedy  families  over  the 
price  to  be  charged  for  the  use  of  the 
can  opener.  Who's  right?  In  spite  of 
the  unevenly  matched  antagonists,  the 
case  could  be  decided  either  way. 
Only  in  America.  ■ 
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Gasoline  Isn't 
Expensive  Enougii! 


At  least  not  for  American  Motors. 

It  ought  to  be  doing  well  at  60  cents 

to  70  cents  per  gallon.  Instead^  it's  in  the  red. 


"We  don't  have  any  troubles  that  a 
gasohne  price  of  $1  per  gallon 
wouldn't  cure  in  a  big  hurry,"  Chair- 
man Roy  D.  Chapin  Jr.  of  American 
Motors  Coip.  remarked  to  colleagues 
recently. 

American  Motors  certainly  has 
troubles  these  days— troubles  reminis- 
cent of  those  that  brought  it  to  the 
brink  of  bankruptcy  ten  years  ago,  be- 
fore Chapin,  61,  took  over  as  chief 
executive.  Wholesale  sales  of  its  pas- 
senger cars  slumped  horrendously 
during  the  year  ended  Sept.  30,  from 
320,000  to  255,000.  With  its  market 
share  down  from  4.5%  to  3%  of  U.S. 
car  sales,  AMC  ran  deep  in  the  red 
for  the  second  year  in  a  row.  It  lost 
$46  milhon  on  sales  of  $2.3  billion, 
after  losing  $27.5  million  in  1975. 

So  how  come  Chapin,  even  half 
jokingly,  dreams  of  $1  a  gallon  for 
gasoline?  Wouldn't  that  drive  car 
buyers  ©at  of  the  market?  Not  out  of 
AMC's  market.  Chapin  has  positioned 
AMC  predominantly  in  small-sized 
economy  cars— its  Hornet,  Gremlin* 
and  Pacer.  He  figures  that  at  $1  a 
gallon  for  gasoline,  its  showrooms 
would  be  swarming  with  buyers. 

The  irony  isn't  that  they  aren't 
swarming  with  buyers  nev^.  After  all, 
gasoline,  at  60  cents  to  70  cents  per 
gallon,  costs  twice  what  it  did  in 
1973,  before  the  Arab  oil  embargo. 
And  for  a  time,  after  the  price  shot 
up  to  that  level,  AMC  did  do  very 
well.  Shocked  car  buyers  turned  to 
econom/  models,  and  AMC's  sales 
went  up  sharply  while  those  of  Gen- 
eral Motors',  Ford's  and  Chrysler's  big 
cars  went  down. 

Then  the  shock  wore  ofiF.  Car  own- 
ers discovered  that  60-cent  gasoline 
didn't  hurt  as  much  as  they  had 
feared.  The  figures  vary  from  city  to 
city,  and  Irom  driver  to  driver.  But 
the  fact  is  that  gasoline  is  not  the  ma- 
jor cost  item  in  operating  a  car.  The 
insurance,  maintenance  and  deprecia- 
tion on  a  standard-sized  $5,000  car 
driven  10,000  miles  a  year  runs  more 
than  $1,500;  the  gasoline  costs  only 
about  $400. 


With  that  discovery,  buyers  who 
postponed  purchases  just  after  gaso- 
line prices  rose  are  now  turning  to 
the  bigger  cars  of  General  Motors, 
Ford  and  Chrysler  to  replace  their 
aging,  preembargo  gas-guzzlers.  A 
year  and  a  half  ago  small  cars  ac- 
counted for  54%  of  all  domestic  auto 
sales;  today  they  account  for  47%. 
"People  seem  to  have  forgotten  that 
there  is  an  energy  crisis,"  laments 
Chapin.  "There  is  no  guilt  complex 
attached  to  buying  a  big  car." 

The  recession  and  today's  lingering 
unemployment  have  hurt,  too,  says 
Chapin.  "Our  biggest  market  is  fami- 
lies with  incomes  of  less  than  $15,000 
a  year.  A  lot  of  people  in  that  bracket 
are  still  out  of  jobs  and  regard  the 
future  with  great  vmcertainty;  they're 
not  buying  many  cars  these  days." 

Good  For  AMC 

So  what  can  Chapin  do?  He  has 
given  the  market  what  it  needs,  but 
not  what  it  wants  or  is  willing  to  buy. 
Gasoline  won't  go  up  to  a  $1  a  gal- 
lon, or  anything  close  to  that.  The 
oil-producing  countries  are  talking 
about  a  10%-to-15%  rise  in  crude 
prices  later  this  month,  but  that 
shouldn't  up  the  price  of  gasoline  more 
than  a  few  pennies— not  enough  to 
drive  auto  buyers  back  to  small  cars. 
Will  a  pickup  in  the  economy  help? 
Perhaps,  says  Chapin,  but  so  might  a 
slowdown.  "I  know  that  sounds  contra- 
dictory," he  says,  'Tjut  it  could  make 
car  buyers  more  economy-conscious." 

Chapin  isn't  leaving  it  up  to  the 
economic  fates,  however.  The  small- 
car  market  is  price-conscious,  too.  So 
last  month  he  chopped  $253  oflF  the 
price  of  the  Gremlin,  reducing  the 
price  tag  to  $2,995.  Chapin  expects 
the  price  cut  to  bring  AMC's  inven- 
tory of  unsold  cars,  already  down  from 
a  119-day  supply  on  Oct.  1  to  83 
days  as  of  Nov.  1,  closer  to  the  48- 
day  industry  average. 

He  has  made  some  other  potential- 
ly helpful  moves,  too.  His  1977  line 
of  cars  includes  a  new  Pacer  station 
wagon  which  he  hopes  will  account 


Encore:  Roy  Chapin,  son  of  an  AMC 
founder,  saved  the  company  once, 
and  now  he  must  do  it  again. 


for  half  of  Pacer's  total  sales  in  the 
year  ahead.  After  January,  AMC  cars 
will  be  powered  by  a  new,  more  ef- 
ficient four-cylinder  engine  bought 
from  Volkswagen.  Chapin  has  also  ex- 
tended AMC's  warranty  program,  the 
well-publicized  Buyer  Protection 
Plan,  to  cover  engines  and  drive  trains 
for  two  years  or  24,000  miles. 

Chapin,  a  22-year  AMC  veteran, 
is  an  optimist  at  heart.  He  wasn't 
fazed  by  the  job  he  inherited  in 
1967,  when  AMC  seemed  to  teeter  on 
the  brink  of  bankruptcy.  He  brought 
the  company  back  to  the  point  where 
it  earned  $44  million  in  1973,  an  18% 
return  on  shareholders'  equity.  Two 
large  subsidiaries  that  account  for 
close  to  half  of  AMC's  total  sales- 
Jeep  Corp.  (Universals,  lightweight 
trucks,  station  wagons)  and  AM  Gen- 
eral Corp.  (buses  and  military  trucks) 
—are  now  solidly  in  the  black.  With 
the  Gremlin  price  cut,  the  extended 
warranty  program,  the  new  Pacer  sta- 
tion wagon  and  the  new  four-cylinder 
engine  all  is  not  bleak  for  AMC. 

But  Roy  Chapin  is  clearly  taken 
aback  by  the  failure  of  his  small  cars 
to  sell  at  a  time  when  the  nation's  en- 
ergy crisis  is  worsening.  "Jimmy  Carter 
will  serve  this  country  well  if  he  has 
the  guts  to  tell  people  the  truth  about 
how  bad  the  energy  situation  really 
is,"  says  Chapin.  What's  good  for  the 
country  would  clearly  be  good  for 
American  Motors  as  well.  ■ 
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Washington  Moving  Time 

As  Democratic  hopefuls  shop  for  D.C.  real  estate, 
Republicans  are  putting  their  homes  on  the  market. 
There's  nothing  like  a  change  in  national 
leadership  to  boom  the  Washington  realty  market. 


By  PAUL  STURM 

The  stock  makket  sometimes  antic- 
ipates economic  trends.  The  Wash- 
ington real  estate  market  can  be  a 
leading  indicator  of  political  trends. 

Late  last  year,  when  Gerald  Ford's 
election  seemed  a  good  bet  to  many, 
Treasury  Secretary  William  Simon 
quietly  listed  his  seven-acre  Virginia 
estate  with  a  local  realtor.  Asking 
price  for  six  bedrooms,  pool  and  sta- 
bles: over  $600,000. 

At  about  the  same  time,  Smith 
Bagley,  a  little-known  Democrat, 
moved  into  town  and  started  looking 


for  a  chic  Georgetown  house.  Money 
didn't  matter.  Bagley  is  R.J.  Reynolds' 
grandson. 

Today,  Simon's  property  is  still  on 
the  market,  though  he  has  lowered 
his  price  to  $525,000  and  will  soon 
be  leaving  town.  Bagley,  on  the  other 
hand,  is  handing  out  coveted  dinner 
invitations  to  the  $500,000  N  Street 
digs  that  he  picked  up  from  for- 
mer New  Jersey  Congressman  Peter 
Freylinghuysen. 

As  Simon's  star  falls,  the  tobacco 
heir's  Washington  status  is  rising.  The 
41 -year-old  Bagley,  it  seems,  is  good 
buddies  with  Jimmy  Carter,  who  va- 


cationed recently  at  his  other  house— 
Musgrove  Plantation  on  Georgia's  ex- 
clusive St.  Simons  Island. 

Jeanne  Begg,  the  silver-haired 
doyenne  of  expensive  Washington  real 
estate,  wishes  them  both  well.  As 
broker  for  Simon  and  Bagley,  she 
could  make  over  $50,000  on  their  two 
transactions.  Steady  6%  commissions 
on  deals  like  that  help  Mrs.  Begg  live 
as  well  as  most  of  her  clients.  She  has 
her  own  listing  in  Washington's  Green 
Book,  the  social  Who's  Who,  and 
breeds  racehorses  on  a  nearby  farm. 

SeUing  houses  in  the  nation's  capi- 
tal can  be  very  good  business  indeed. 
A  transient  population  of  diplomats, 
politicians  and  military  people  means 
that  upper-income  homes  there 
change  hands  roughly  every  three 
years— about  twice  as  often  as  in  other 
cities.  This  encourages  scores  of 
Washington  wives  to  become  brokers. 
The  best-known:  Antoinette  Hatfield, 
wife  of  Senator  Mark  Hatfield  (Rep., 
Ore.),  who  has  an  inside  track  with 


Capitol  Hill 


Bethesda^  Maryland 

This  neighborhood,  favored  more  by 
local  dentists  than  political  bigwigs, 
is  nearly  an  hour's  commute  from 
the  White  House.  For  $235,000  you 
get  five  bedrooms  and  an  express- 
way in  the  backyard,  but  streets 
are  safe  and   the  schools  are  good. 


This  town  house  is  a  17-block,  not- 
too-dangerous  walk  from  the  Capitol. 
The  area— "a  Georgetown  waiting  to 
bloom,"  according  to  brokers— looks 
overpriced  to  many.  Residents  are 
aides  and  staffers,  not  name  people. 
Three  bedrooms,  needs  work:  $72,000. 


McLean^  Virginia 

Land  here  sells  for  $100,000  an  acre, 
the  price  of  privacy  for  people  like 
the  Kennedys,  LBJ's  son-in-law,  El- 
liot Richardson  and  Stewart  Udall.  A 
mere  $230,000  buys  this  miniestate. 
But  better  to  ride  to  hounds  than 
try  driving  to  work  before  9:30  a.m. 
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many  incoming  lawmakers. 

Housing  costs  surprise  many  Wash- 
ington newcomers— especially  those 
from  the  lower  priced  Midwest  and 
South.  "I've  already  had  calls  from 
people  who  know  they'll  get  jobs  and 
want  something  in  the  seventies,"  says 
agent  John  Pagones.  "For  that  they 
expect  a  circular  driveway  and  a 
swimming  pool.  They'll  get  a  hell  of  a 
shock."  (For  a  look  at  what  is  avail- 
able, see  p.  30  and  below. ) 

Potomac  Fever  is  what  keeps  prices 
up.  Washington  is  the  fastest-grow- 
ing major  metropolitan  area  in  the 
country— in  part  because  most  out- 
siders who  take  short-term  govern- 
ment jobs  don't  move  out  when  their 
tenure  ends.  Some  neighborhoods,  in 
fact,  still  have  their  quota  of  old  Ei- 
senhower hands. 

The  change  of  administrations— and 
all  those  2,200  positions  to  fill— makes 
this  a  boom  time  for  realtors.  Since 
more  people  are  coming  than  going, 
prices  will  probably  move  up  another 
notch.  But  unlike  some  pushy  sales- 
men, the  well-connected  brokers  don't 
stoop  to  soliciting  incoming  congress- 
men via  long-distance  telephone  or 
mailing  form  letters  to  White  House 
staffers    who    are    losing    their    jobs. 


"We  get  85%  of  our  customers  through 
referrals,"  explains  Begg,  who  isn't  a 
big  advertiser.  "Lots  of  times  we 
know  a  man  is  leaving  even  before 
he  does.  His  replacement  is  already 
in  town  looking  for  a  house.  We  try 
not  to  say  a  word  about  our  clients 
—just  like  a  doctor's  office." 

Despite  vows  of  secrecy,  capital 
house  pushers  are  a  font  of  gossip. 
Knowing  who  lives  where  is  part  of 
their  business.  Powerful  people  give 
a  neighborhood  cachet,  a  word  that 
rolls  readily  from  the  lips  of  all  the 
right  realtors.  That  can  raise  prop- 
erty values.  "We  just  sold  a  simple 
three-'bedroom  house  with  one  acre 
of  land  for  $180,000,"  explains  Vir- 
ginia broker  Carolyn  Campbell.  "That 
includes  an  extra  $30,000  because  it 
was  two  doors  down  from  Ethel  Ken- 
nedy." Being  next  to  a  current  celeb- 
rity would  mean  even  more. 

For  real  estate  people— like  every- 
one else  in  the  capital— Jimmy  Carter 
brings  major  uncertainty.  Georgetown 
became  socially  secure  during  John 
Kennedy's  Camelot  days.  Nixon  cabi- 
net members  made  the  Watergate 
apartment  complex  a  status  address 
long  before  the  break-in.  Spiro  Ag- 
new    gave    old-line    Kenwood,    Md.'s 


once-exclusive  suburb,  a  big  boost. 
Where  will  the  Carter  big  shots  live? 

Already,  brokers  are  touting  Cleve- 
land Park— with  tree-lined  streets  and 
roomy,  setback  houses— as  "Mondale 
country."  But  the  Vice  President-elect 
will  soon  leave  there  for  his  ofiBcial 
Embassy  Row  residence.  Others  spec- 
ulate that  Carter  appointees  from  the 
South  will  forsake  the  townhouses 
of  Capitol  Hill  and  Georgetown  for  the 
more  spacious  but  cheaper  suburban 
yards  of  Maryland  and  Virginia. 
"Democrats  just  can't  afford  the  same 
rents  and  down  payments  as  Repub- 
licans," advises  William  Evemgam  of 
the  local  real  estate  board. 

That  may  not  be  the  case.  One  33- 
year-old  Carter  lawyer  with  family 
money  already  has  a  $435,000  Vir- 
ginia mansion  picked  out— waiting  for 
a  firm  job  offer.  And  brokers  say 
choice  property  is  selling  very  well. 

Such  news  bodes  well  for  those 
Republicans  who  do  want  to  sell  out 
and  leave  town.  Though  Secretary 
Simon's  home  involves  big  numbers, 
the  increase  isn't  out  of  line.  He  paid 
$325,000  four  years  ago.  His  current 
asking  price  includes  a  $200,000  gain 
—nearly  as  much  as  his  total  salary 
during  his  Washington  years.   ■ 


Georgetown 

Just  $350,000  gets  you  this  four- 
bedroom  Federal— doors  away  from 
where  Henry  Kissinger  now  rents. 
That  price  already  discounts  his  de- 
parture, though  you'll  need  a  gov- 
ernment limousine.  With  no  garage, 
parking  is  well-nigh  impossible. 


Watergate 


This  is  still  the  apartment  address, 
home  for  six  senators  and  views  that 
range  from  leftish  Judge  David  Baze- 
lon  to  economist  Alan  Greenspan. 
Three  bedrooms  with  balcony  goes 
for  $267,000;  the  $1,500-a-month 
fee   buys   the   best  security   in   town. 


Fairlington  Villages 

if  status  isn't  a  factor,  try  this 
$51,000  two-bedroom  in  Arlington, 
Va.  Once  wartime  housing,  it  is  one 
of  3,400  units  redone  by  Chicago 
Bridge  &  Iron.  Social  stars  don't  live 
here,  but  the  close-in  location  has  at- 
tracted five  small-fry  congressmen. 
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Howv  Does  16%  Grab  You? 


Britain^  that  New  York  City  among  nations,  offers  some  glittering 
returns  to  investors  willing  to  hold  sterling  obligations. 


Do  YOU  have  confidence  that  Britain 
will  yet  muddle  through  her  econom- 
ic and  social  difficulties?  Are  you  will- 
ing to  place  a  bet  on  those  chances? 
Then  take  a  look  at  British  govern- 
ment bonds— "Gilts,"  they  are  called. 
They  pay  almost  16%— more  than  dou- 
ble what  equivalent  U.S.  Treasuries 
pay.  Provided  the  pound  doesn't  con- 
tinue its  precipitate  decline,  they 
could  be  a  successful  speculation. 

After  dropping  as  low  as  $1.57, 
the  pound  has  been  relatively  steady 
recently,  bolstered,  so  the  story  goes, 
by  Arab  money  seeking  to  take  ad- 
vantage of  those  high  interest  rates. 

With  Britain's  national  debt  a  tow- 
ering £56.6  billion,  you  can  take  your 
choice  of  a  wide  range  of  issues.  There 
are,  for  example,  the  recent  15/4%s  of 
1996.  These  recently  sold  at  around 
97-yielding  15.66%  to  maturity. 

Or  there  are  the  famous  "Consols," 
perpetual  bonds  that  never  come  due 
and  are  issued  to  pay  for  Britain's 
old  wars.  On  his  deathbed,  one  of 
novelist  John  Galsworthy's  Victorian 
characters  cries:  "Don't  sell  Gonsols! 
Hold  your  Consols!"  Good  literature, 
that,  but  poor  financial  advice.  In- 
come from  £.  20,000  worth  of  Consols 
supported  a  Briton  in  modest  comfort 
in  the  time  Galsworthy  was  describ- 


ing; that  same  income  today  would 
barely  keep  him  in  beer.  The  Consol 
2J2S,  dating  from  the  19th  century, 
currently  sell  at  16. 

At  these  prices,  what  are  the  risks? 
Outright  default  is  unlikely.  The  real 
risk  is  disguised  default— continued 
erosion  of  the  pound  sterling.  Suppose 
you  had  bought  the  Consol  2/2S  when 
the  pound  was  at  $2.40;  £1,000 
worth  of  bonds  would  have  cost  you 
$2,400:  With  the  pound  at  $1.64, 
that  same  bond  would  be  worth  only 
$1,640,  even  though  it  still  pays  the 
same  £.250  a  year  in  interest. 

If  the  pound  should  continue  down 
to,  say,  $1,  the  same  bond  would  drop 
in  value  to  $1,000— a  staggering  loss. 
But  if  the  pound  should  stabilize  for 
a  while  at  $1.70  or  so,  the  Gilts  could 
well  put  on  a  nice  rally.  After  that? 
Points  out  a  prominent  Wall  Streeter: 
"The  pound  could  slump  8%  a  year 
in  exchange  value,  and  you'd  still 
be  no  worse  off  than  buying  U.S. 
Treasuries,  which  yield  only  8%." 

But  Gilts  are  no  longer  gilt- 
edged.  Says  Tony  Mortimer,  invest- 
ment manager  of  Kleinwort,  Benson, 
a  highly  regarded  London  merchant 
bank,  "A  foreigner  should  be  pre- 
prepared  to  see  his  investment  be- 
have like  a  yo-yo." 


British  government  bonds  are  often 
referred  to  as  "stocks"  in  London  and 
their  interest  as  "dividends."  In  fact. 
Gilts  are  traded  more  like  U.S.  stocks 
than  U.S.  bonds.  For  instance,  there 
is  no  minimum  amount  with  British 
government  bonds.  You  can  theoreti- 
cally buy  as  little  as  one  pound's 
worth.  The  London  commissions  on 
Gilts  rarely  go  above  0.25%. 

Gilts  are  sold  through  London  bro- 
kerage houses  such  as  Cazenove  & 
Co.  (which  has  ofiBces  in  New  York 
and  San  Francisco),  W.  Greenwell, 
Rowe  &  Pitman  and  Joseph  Sebag.  A 
buyer  could  make  arrangements  di- 
rectly or  through  a  U.S.  brokerage 
firm  with  a  London  connection. 

A  Gilt's  interest,  or  "dividend,"  is 
paid  twice  a  year  in  sterling.  The  in- 
terest from  most  issues  is  tax-free  to 
nonresidents  of  the  U.K.  (you  would 
still  be  liable  for  U.S.  income  tax). 
There  are  issues  where  the  British 
government  deducts  a  flat  35%  before 
sending  you  the  money  (but  in  that 
case,  you  would  get  a  tax  credit  on 
your  U.S.  return). 

There  is  no  problem  for  nonresi- 
dents repatriating  their  money— inter- 
est or  principal.  The  big  question,  of 
course,  is:  At  what  exchange  rate? 
You  don't  get  16%  without  risk.  ■ 


What  About  1 3%— Tax  Free? 

It's  easier  to  buy  British  government  bonds  than  New  York's. 


Neither  Great  Britain  nor  New  York 
City  has  actually  defaulted  on  its 
bonds;  both  continue  to  pay  interest. 
New  York  City  bonds  are  the  safer 
speculation  in  a  way:  Devaluation 
isn't  a  factor  and  the  interest  is  fed- 
eral-income-tax exempt. 

There  are  some  alluring  yields.  The 
4.9%  coupon  New  York  City  bonds 
due  in  1981  yield  13%,  for  example. 

But  be  careful!  This  particular  sea 
is  full  of  sharks.  The  better  known 
brokerage  firms  are  reluctant  to  even 
deal  in  New  York  City  bonds.  They 
prefer  the  Municipal  Assistance  Corp. 
issues,    which    are    considered    state 
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bonds.  And  dealers  who  tvill  trade 
in  the  city  bonds  are  frequently  charg- 
ing outrageous  spreads.  New  York 
has  $6.54  billion  in  bonds  outstand- 
ing, but  few  holders  are  .selling  and 
few  buyers  are  buying.  Where  there 
is  buying  and  selling,  Forbes  finds, 
the  spread  sometimes  comes  to  as 
much  as  $80  for  a  $1,000  bond.  Since 
the  bond  may  sell  for  $600  or  less, 
that  means  the  "spread"  or  commis- 
sion is  as  high  as  13%! 

So,  there's  a  dilemma:  It's  actually 
easier  and  safer  to  buy  British  govern- 
ment bonds  than  bonds  of  our  own 
leading  city.  ■ 
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Cumulative 
Trauma 


What  was  the  sweetest  game  in 
town  has  become  a  nightmare. 
Paying  for  black  lung  is  one  thing. 
But  for  neuroses? 


By  HOWARD  RUDNITSKY 
DAVID  WARSH 

It  was  a  hell  of  a  life— until  it  end- 
ed. In  30  years,  he  worked  his  way 
up  from  stock  boy  to  executive  vice 
president  of  a  California  manufactur- 
ing firm.  Then  he  died  of  a  heart  at- 
tack while  playing  golf.  A  shame?  Cer- 
tainly. But  a  claim?  In  California,  you 
bet:  His  widow  sued  under  workers' 
compensation,  not  just  the  company 
that  insured  him  when  he  died,  but 
the  company  that  had  insured  him 
20  years  before  when  he  was  just  start- , 
ing  his  rise.  Her  argument:  that  the 
intense  pressure  of  his  job  killed  him. 
Under  the  doctrine  of  "cumulative 
trauma,"  which  makes  injury  a  mat- 
ter of  psychological  or  physical  stress, 
she  has  a  sound  chance  of  collecting. 

Bottomless  Bucket 

New-fangled  interpretations  of  the 
doctrine  of  cumulative  trauma  or  in- 
jury (pioneered  in  the  state  of  Cal- 
ifornia, naturally)  are  making  a  night- 
mare of  what  used  to  be  one  of  the 
sweetest  games  in  the  insurance  in- 
dustry—the cash-flow-rich  workers' 
compensation  line. 

Already,  and  with  cumulative  in- 
jury just  getting  started,  workers' 
compensation  is  spurting  red  ink.  In 
1971,  the 'industry  charged  employ- 
ers $3.7  billion  in  premiums;  last  year 
$6.1  billion;  this  year  about  $7  bil- 
lion. But  it  hasn't  been  enough. 

Last  year  New  York's  Continental 
Corp.  dropped  around  $50  million  on 
comp  after  dividend  payments;  ITT's 
Hartford  Fire  Insiurance  some  $41  mil- 
lion; Travelers  Corp.  about  $32  mil- 


lion; Crum  &  Forster  and  INA  and 
Commercial  Union  about  $20  million 
to  $25  million  each.  Total  stock  and 
mutual  company  underwriting  losses 
for  1974  and  1975  alone  add  up  to 
over  $850  million. 

For  over  half  a  century,  it  wasn't 
that  way.  Workers'  comp  provided  a 
steady  front-end  cash  flow— money 
that  could  be  invested  in  high-yield 
bonds  and  stocks.  A  dozen  or  so  large 
carriers  picked  up  15%  to  20%  or  more 
of  their  total  premium  dollars  from 
workers'  comp,  and  better  than  that 
in  earnings.  The  reason  was  simple: 
It  was  easy  to  figure. 

Not  these  days.  First  there  was  the 
increasing  inflation  rate  of  the  1960s. 
Before  anyone  noticed,  it  rendered  the 
schedule  of  compensation  unrealisti- 
cally  low.  Company  profits  were 
plush;  workers'  awards  a  mockery. 
The   resolve    to    raise   benefits    grew. 

Then  the  terms  and  ground  rules 
swiftly  changed.  New  benefits  were 
handed  out  as  fast  as  people  could 
ihink  them  up.  The  definition  of  injury 
was  liberalized,  and  emphasis  shifted 
to  rehabilitation,  a  very  costly  busi- 
ness. The  concept  of  cumulative  in- 
jury is  only  the  latest  wrinkle.  Michi- 
gan and  recently  Kentucky  now  also 
have  forms  of  the  doctrine,  and  if  it 
continues  to  spread,  costs  will  really 
skyrocket. 

Cumulative  trauma  isn't  so  much 
new— it's  just  taking  on  new  dimen- 
sions. The  lawyers  are  catching  on. 
When  a  capital  goods  company  closed 
a  plant  in  Michigan  recently,  it  was 
hit  by  34  cumulative  trauma  claims 
in  two  weeks— all  from  the  same  at-* 
torney.  In  California,  an  agent  of  an 


ironworkers'  union  mailed  a  mass  so- 
licitation to  fellow  retirees  in  the  un- 
ion advising  them  to  investigate  the 
possibility  of  "cash  awards"  due  them 
for  job-related  disabilities.  Most  took 
him  up  on  it.  "He  did  everything  but 
give  them  an  800  [toll-free]  number," 
says  a  weary  insurance  man. 

How  justified  are  these  claims? 
Some  of  them  are  certainly  reason- 
able. But  some  fairly  boggle  the  mind: 
In  California,  a  person  sued  for  work- 
ers' compensation  after  he  underwent 
a  sex  change  from  male  to  female. 
His  doctor  told  him  to  wear  skirts; 
his  coworkers  laughed  at  him;  he  had 
a  breakdown.  So  he  cited  cumulative 
injury  and  filed  a  claim.  Common? 
"Oh,  by  all  means,"  says  Don  Mc- 
Comber,  executive  vice  president  of 
Industrial  Indemnity,  a  division  of 
Crum  &  Forster.  "Psychoneurosis  is 
an  increasingly  frequent  claim  out 
here  in  California."  This  year,  ac- 
cording to  his  company's  analysis,  al- 
most 12%  of  all  their  California  claims 
are  in  that  category,  vs.  8%  in  1975. 
Says  McComber:  "At  the  rate  they 
are  coming  in  in  recent  months,  that 
figure  will  jump  to  18%  in  1977." 

The  Cost  Of  Tomorrow 

Harried  insurers  have  tried  to  re- 
cover through  rate  increases,  natural- 
ly, though  the  regulatory  process  is  a 
lagging  one,  since  in  most  states  trend 
isn't  allowed  in  the  rate  structure. 
State  regulators  are  loosening  up;  Il- 
linois' insurance  department  granted 
a  24%  increase  in  premiums  in  June, 
its  third  in  a  year.  California  grant- 
ed two  in  ten  months.  Even  legisla- 
tures are  becoming  alert  to  the  prob- 
lem, not  all  that  surprisingly.  Several 
states  administer  their  own  nonprofit 
workers'  comp  schemes;  California's 
plan,  which  writes  about  25%  of  all 
premiums  in  the  stf.te,  is  said  to  be  al- 
most out  of  surplus  funds. 

Many  executives,  like  INA  Vice 
Chairman  Charles  K.  Cox,  figure  that 
rate  increases  should  start  to  catch  up 
with  costs  by  late  1977  or  early  1978 
and  will  produce  solid  positive  cash 
flows  again.  Cox  says,  "We  figure  that 
workers'  comp,  unlike  product  lia- 
bility, has  a  long-run  futiu-e.  That's 
why  we're  staying  in."  But  what  hap- 
pens if  claims  keep  escalating? 

With  the  unions  pressing  for  still 
more  benefits,  the  seductive  logic  can 
go  something  like  this:  WTiy  not  raise 
benefits  and  premiums?  People  de- 
serve it,  don't  they?  It  will  all  en- 
hance cash  flow  levels  for  the  insur- 
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ance  industry;  let  business  pay  for  it, 
since  it  can  fold  the  increased  costs 
into  its  prices. 

For  a  sense  of  how  these  things 
can  balloon,  consider  an  insurance 
progiam  about  which  there  can  be 
fairly  little  argument  on  the  justice  of 
the  claim— the  federal  mine  safety 
and  black  lung  legislation  enacted  in 
1969  (and  amended  in  1972).  Be- 
fore it  became  law,  proponents  esti- 
mated it  would  cost  around  $40  mil- 
lion to  $60  million  annually.  In  fact, 
first-year  costs  ran  $330  million  and 
later  jumped  to  $1  billion.  Now  the 
Government  itself  figures  the  pro- 
gram's total  cost  will  run  to  over  $10 
billion  by  1981. 

So  it's  a  matter  of  no  small  interest 
that  a  federal  workers'  comp  mini- 
mum standards  bill  (Senate  2018), 
stalled  in  committee  last  year,  will  be 
back  on  the  legislative  calendar  next 
year.  Sponsored  by  Senators  Jacob 
Javits  (Rep.,  N.Y.)  and  Harrison  Wil- 
liams (Dem.,  N.J. ),  the  measxire  calls 
for  benefits  that  are  more  general 
and— more  significantly— uni/orm,  so 
that  employers  will  no  longer  have 
any  incentive  to  shut  down  local 
plants  if  costs  climb  too  high. 

What  would  be  the  cost?  Some- 
thing like  $14  billion  annually,  or  more 
than  twice  the  current  price  tag  of 
workers'  comp,  according  to  employ- 
ers and  insurers.  That's  far  too  high, 
claim  the  bill's  backers— who  are  by 
and  large  the  people  who  substan- 
tially underestimated  the  cost  of 
black  lung. 

Total  Protection 

And  where  will  it  all  end?  In  that 
staggeringly  ambitious  concept  called 
"social  insurance"?  Social  insurance  is 
different  from  health  insurance.  In  ef- 
fect, it  protects  people  against  any 
kind  of  accident— whether  one  gets 
mugged;  gets  cirrhosis  of  the  liver 
from  drinking;  whether  one  carelessly 
steps  oft  a  curb  and  injures  oneself. 
Behind  it  is  the  idea  that  people 
aren't  much  responsible  for  what  hap- 
pens to  them,  therefore  the  state 
should  protect  them  from  fate. 

It  seems  an  easy  step  from  "cumu- 
lative travuna"  to  "social  insurance," 
to  spreading  all  the  risks  of  life  away 
from  the  individual  and  onto  the 
whole  society.  But  should  the  careful 
have  to  subsidize  the  careless,  the 
lucky  the  unlucky,  the  healthy  the 
unhealthy?  And  to  what  extent? 

The  poet  T.S.  Eliot  foresaw  it  all, 
years  ago: 

The  whole  earth  is  our  hospital 

Wherein,  if  we  do  well,  we  shall 
Die  of  the  absolute  paternal  care 
That  will   not   leave  us,   but   pre- 
vents us  everywhere.   ■ 


You've  Come 

A  Long  Way,  Baby 

Before  workers'  compensation  came 
into  law  some-.  65  years  ago,  an  on- 
the-job  accident  was  almost  always 
the  worker's  own  tough  luck— with  the 
emphasis  on  tough.  The  scene  in 
which  the  survivors  of  an  industrial 
disaster— a  coal  mine  cave-in,  say,  or  a 
black  powder  plant  explosion— passed 
their  cloth  caps  to  collect  a  few  pen- 
nies for  the  victims'  widows  and  chil- 
dren became  a  national  shame  in  the 
years  after  the  turn  of  the  century. 

The  legal  obstacles  to  a  successful 
suit  for  damages  were  formidable. 
The  employer  was  loaded  with  three 
defenses:  the  doctrines  of  "assumption 
of  risk,"  "the  fellow  servant  rule,"  and 
"contributory  negligence."  The  em- 
ployer and  his  insurance  company 
could  beat  recovery  by  showing  that 
the  employee's  injury  was  due  to  "nor- 
mal" risks  on  the  job,  or  to  the  neg- 
ligence of  his  fellow  worker,  or  to  his 
own  negligence. 

Even  where  a  sympathetic  employ- 
er set  aside  ftmds  for  injured  work- 
ers, there  was  a  legal  obstacle.  By  the 
very  act  of  providing  for  such  con- 
tingencies, the  employer  left  himself 
open  to  an  assumption  of  guilt.  De- 
cency of  this  sort  was  simply  bait  for 
hungry  lawyers. 

And  what  of  the  fortunate  unfor- 
tunate—the one  man  out  of  eight  who 
actually  won  his  claim  for  damages? 
The  lawyers  and  courts  would  grab 
albout  70%  of  whatever  meager  amount 
he  was  able  to  collect. 

The  campaign  against  industrial 
carnage  was  fought  on  many  fronts, 
and  much  of  it  now  seems  quaint. 
For  example,  does  any  man  alive  re- 
member "Sure  Pop  and  his  Safety 
Scouts?"  But  mostly,  workers'  comp 
—like  so  many  other  reforms— was  a 
product  of  "the  experts,"  lawyers 
and  insurance  men. 

New  York  was  one  of  the  first  to 
pass  a  compensation  law.  But  in 
1911  when  a  railroad  worker  named 
Ives  tried  to  collect  under  it  from  the 
South  Buffalo  Railway  Co.,  a  New 
York  Court  of  Appeals  threw  his  case 
out  of  court  on  constitutional  grounds, 
terming  it  "plainly  revolutionary."  The 
judge  was  right  under  law,  but  wrong 
under  justice. 

The  day  after  the  court  ruled,  how- 
ever, a  disastrous  fire  killed  146 
women  in  a  New  York  garment  loft 
fire  at  the  Triangle  Shirt- Waist  Co.  It 
was  too  much.  In  the  resulting  fire- 
storm of  public  opinion,  first  Wiscon- 
sin, then  nine  other  states  circumvent- 
ed the  legal  problem  by  making  the 


Tragic  Justice:  It  wasn't  until  after 
this  fire  that  workers  got  a  fair  shake. 


scheme  voluntary.  Participation  was 
now  possible  for  employers  who  gen- 
uinely wanted  to  protect  their  work- 
ers as  well  as  for  those  who  wanted 
to  avoid  the  risk  of  costly  lawsuits. 

Thus  was  bom  the  nation's  first  no- 
fault  system.  You  demonstrated  an  in- 
jury, you  were  paid  a  specified 
amount.  Within  a  few  years,  the  sys- 
tem was  operating  smoothly— quick, 
automatic  compensation  for  the  vic- 
tims, without  argument,  without  cost- 
ly lawyers. 

Something  as  "plainly  revolution- 
ary" is  going  on  today.  The  challenge 
to  the  law  of  torts— the  part  of  our 
legal  folklore  that  considers  the  ques- 
tion who  is  to  blame?— has  widened 
considerably.  Increasingly,  legislatures 
and  the  law  answer:  No  one  is  to 
blame;  simply  compensate  the  victim 
without  argument  from  a  social  insur- 
ance fund. 

No-fault  proponents  like  the  Uni- 
versity of  Illinois'  Jeffrey  O'Connell 
argue  plausibly  that  no-fault  is  cheap- 
er than  tort  law  for  compensating  the 
victims  of— say— auto  accidents.  The 
key  to  the  cost-cutting:  All  those  law- 
yers and  their  claims  for  pain  and 
suffering  are  dealt  out— just  as  it  has 
been  for  workers'  compensation.  In 
both  cases,  no-fault  cuts  out  the  im- 
necessarily  costly  business  of  lawyers, 
judges  and  delays.  But  no-fault  nms 
into"  problems  when  you  extend  the 
concept  of  injury  to  less  clear-cut  mat- 
ters—like, say,  cumulative  trauma. 
Few  people  object  to  paying  for 
ruined  lungs— as  in  black  lung  disease 
—but  paying  for  damaged  psyches  is 
something  else.  We  are  beginning  to 
stray  a  long,  long  way  from  the  origi- 
nal spirit  of  workers'  comp. 
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What  your  body  will  tell  you 
about  The  New  Chevrolet. 


Your  eyes  will  tell  you  if  s  beautiful  inside,  ntoely 
furnished  and  completely  carpeted,  a  ptoce  you'd 
be  proud  to  bring  your  friends. 

Bring  five,  if  you  like,  This  is  a  true  sJx-pxKsaogar 
car,  with  even  more  room  than  last  year's  fud-iJz* 
Chevys  for  heads  and  hats  and  hairdos.  And,  In  Ih© 
rear,  more  room  for  legs  and  knees  orxj  fe«t.  >touf 
whole  body  will  tell  you  that  there  is  p)lenty  of  room 
to  relax,  to  enjoy,  to  feel  good. 


MDur  ears  will  tell  you  "it  sure  is  quiet  in  here"  Two 
reasons;  A  new  one-piece  acoustical  ceiling,  a  new 
one-piece  deep-pile  carpet,  both  of  which  help 
trap  unwanted  noise. 

The  New  Chevrolet. 

A  thoroughly  pleasant  place  to  spend  a  few 
mifxites,  a  few  hours,  a  whole  day 

Come  on  down  to  Chevy  and  set  a  spell. 


More  head  room, 
more  hat  room. 


Mofe  room  for  your  legs,  your  kneet. 


«vlth  available  Special  Custom  Interior. 


A  car  for  people  who  like  people. 


•egellrieMMil. 


Chevrolet 


Feel  good  all  over. 


Our  Interior  decorators 
have  really  outdone  themselves. 


Now  thafe  more  like  it. 


"  W^th  MVS, 
our  computers  are 

helping  us  set  new 

highs  in  service 

and  productivity 

at  John  Hancock." 


John  Hancocks  J.  Edwin  McL 


I 

Inothej 


"We're  projecting  a  $2  million  reduction 
in  operating  expenses,"  says  J.  Edwin  Matz, 
president  and  chief  operating  officer  of  the 
John  Hancock  Mutual  Life  Insurance  Com- 
pany. "And  we're  halfway  there  already. 

"We're  providing  more  information  to 
our  policyholders  and  agents  than  ever  be- 
fore, and  we're  able  to  process  our  steady 
increase  in  business  with  ease." 

These  are  some  of  the  advantages 
Hancock  has  realized  since  its  recent  instal- 
lation of  advanced  computer  applications 
that  operate  under  MVS  (Multiple  Virtual 
Storages).  The  Boston-based  insurance 
company  is  one  of  more  than  185  large  IBM 
customers  in  the  United  States  that  are 
already  using  MVS  as  their  primary  com- 
puter operating  system. 

MVS  also  makes  possible  the  concept  of 
multiprocessing— interconnecting  two 
IBM  System/370  computers  to  form  a  sin- 
gle operating  unit.  Multiprocessing  offers 
users  the  combined  power  of  both  comput- 
ers as  if  they  were  one. 

200,000  transactions  daily 

In  the  individual  life  insurance  area,  one 
of  the  systems  supported  by  MVS  adminis- 
ters more  than  four  million  policies— in- 
cluding 35,000  premium  notices  and  as 
many  as  3,000  address  changes  daily. 

"Our  individual  life  system  alone  han- 
dles an  -average  of  200,000  transactions 
each  day,"  says  Mr.  Matz.  "With  it,  some 
customer  services,  like  address  changes 
and  reinstatements,  are  now  being  proc- 


CMSTOMER 
SERVICE  IMPROVEMENTS 


essed  in  half  the  time.  Home  office  loans 
are  done  in  one-fourth  the  time." 

Under  MVS,  Hancock  also  operates  a 
network  of  550  terminals  nationwide. 

Called  Hanstar, 
the  network  han- 
dles virtually  all 
aspects  of  claims 
payment  service 
for  group  accident 
and  health  insur- 
ance. During  1976, 
it  has  enabled  the 
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company  to  absorb  an  18%  increase  in 
volume— more  than  a  quarter-million 
transactions— with  no  increase  in  the  staff 
or  transaction  time. 

"We  expect  the  utmost" 

"Because  our  entire  operation  centers 
on  our  computer  systems,  we  expect  the 
utmost  in  reliability  from  them,"  Mr.  Matz 
says.  "MVS  has  allowed  us  to  capitalize  on 
the  greater  performance  offered  by  tech- 
nological advances  while  also  enhancing 
reliability." 

Multiprocessing  under  MVS  is  one  of  a 
number  of  ways  IBM  extends  the  power  of 
the  computer  to  people  who  need  it.  For 
more  information,  call  your  IBM  Data 
Processing  Division  marketing  represen- 
tative. Or  write  for  "MVS:  Multiplying 
Computer  Power"  to  the  IBM  Corporation, 
Dept.  83F,  1133  West- 
chester Avenue,  White 
Plains,  N.Y.  10604. 


IBM 

Data  Processing  Division 


M)rds,  results. 


''...But  We  IMever 
Make  A  Deal'' 


"V.- 


MiLTON  J.  Petme,  74,  is  one  of  the 
richest  men  in  the  U.S.,  but  you've 
probably  never  heard  of  him.  Petrie 
employs  no  press  agents  nor  does  he 
hit  the  gossip  columns  or  the  beauti- 
ful-people places.  He  just  goes  on 
minding  the  store— Secaucus,  N.J.'s 
Petrie  Stores  Corp.— and  coining  mon- 
ey for  himself  and  his  stockholders. 

Petrie  is  worth  some  $300  million  in 
stock  and  in  tax-free  bonds  bought 
with  the  proceeds  of  a  public  offer- 
ing of  Petrie  stock;  because  his  stock 
sells  at  only  15  times  earnings,  that's 
not  highly  inflated  paper. 

After  much  trying,  Forbes  finally 
wrangled  an  interview  with  the  dif- 
ficult entrepreneur  last  month.  When 
it  was  over  we  could  see  why  Wall 
Street  had  given  Petrie  Stores  one  of 
the  highest  price/ earnings  ratios 
among  retailing  stocks,  and  why  its 
stock  sells  even  in  this  market  for 
about  four  times  book  value. 

At  first  glance  there  is  nothing  very 
special  about  Petrie.  It  retails  cloth- 
ing for  young  women;  so  do  dozens  of 
other  chains.  It  locates  the  bulk  of  its 
stores  in  shopping  centers;  so  do  doz- 
ens of  others.  It  is  only  a  middling- 
sized  company,  with  sales  this  year  of 
around  $325  million  from  374  stores 
— Petrie's,  Stuarts  and  Marianne. 
What  makes  Petrie  unusual  is  excep- 


Milton  Petrie  is  sitting 
on  too  much  cash  and 
his  company  is  entirely 
undiversified.  But  how  can 
you  argue  with  a  manage- 
ment that  earns  better 
than  100%  on  the  money 
employed  in  its  business? 


tional,  single-minded  management, 
which  runs  the  business  as  if  it  were 
handling  its  own  money— which  it  is: 
Milton  Petrie  himself  owns  63%  of  the 
7  million  common  shares. 

"You  not  only  have  to  be  good," 
Petrie  told  us,  "you  have  to  be  lucky. 
That's  important  in  this  business."  Pe- 
trie got  started  in  teenage  apparel 
long  before  teenagers  became  the 
spoiled  darlings  of  U.S.  society,  and 
cashed  in  when  that  market  suddenly 
exploded  in  numbers  and  affluence. 

That's  where  the  luck  ended  and 
Petrie's  ability  took  over.  Once  Petrie 
established  his  successful  formula— in- 
expensive clothing  for  very  young 
women  at  moderate  prices— he  stuck 
to  it.  He  refused  to  be  carried  away 
into  things  he  hadn't  mastered. 

The  results  have  been  head-spin- 
ning. Petrie's  earnings  per  share  in- 
creased from  52  cents  in  1967  to  $3.95 
in  1975,  were  ahead  another  25%  at 
the  nine-month  mark  in  1976.  This 
year's  sales  should  increase  by  about 
20%,  twice  the  average  retail  gain. 

Profit  margins?  The  company 
earned  more  than  retailer  Macy's  did 
last  year  on  four  times  Petrie's  sales 
volume.  Petrie's  net  profit  margins— 
nearly  10  cents  on  the  sales  dollar- 
were  more  than  twice  those  of  Sears, 
Roebuck  and  Federated  Department 


Stores.  But  these  figures  tell  only  half 
the  story.  Petrie  Stores  is  sitting  on 
nearly  $100  million  in  cash.  It  has  not 
a  penny^of  debt,  long  or  short  term. 
*  Filter  out  its  excess  cash,  and  the 
capital  normally  employed  in  Petrie's 
business  is  probably  not  much  more 
than  $20  million.  On  this,  Petrie  net- 
ted $27.8  million  last  year— for  a  re- 
turn of  140%  on  the  capital  actually 
used  in  the  business.  This  isn't  simply 
impressive.  It  is  astounding.  The  cash 
earned  a  smaller  return— about  5%. 

How  does  Milton  Petrie  do  it? 

First  of  all,  by  turning  his  inven- 
tory over  like  crazy.  He  did  $278  mil- 
lion in  volume  last  year  and  ended 
the  period  with  inventories  of  only  $20 
million.  That  13.5  turnover  compares 
with  Lemer  stores'  seven.  Receivables? 
For  all  practical  purposes,  Petrie  sells 
only  for  cash;  receivables  are  almost 
nonexistent.  Real  estate?  Petrie  doesn't 
own  any  to  speak  of;  it  leases  almost 
exclusively.  It  doesn't  deliver.  It 
doesn't  make  alterations.  It  doesn't 
advertise. 

Petrie  can  avoid  advertising  be- 
cause it  counts  on  the  advertising  pow- 
er of  the  shopping  centers  to  create 
the  traffic  it  needs.  "We're  sort  of  a 
parasite  on  the  department  stores'  ad- 
vertising," Milton  Petrie  says  frankly. 
It's  a  lovely  circle:  Petrie  can  pick 
and  choose  his  shopping  centers  and 
demand  favorable  terms,  because  his 
stores  are  themselves  traffic  builders. 
"We're  known  to  be  one  of  the  high- 
est producers  per  square  foot  in  the 
U.S.,  so  the  shopping  center  owners, 
who  get  paid  a  fixed  rental  plus  a 
percentage  of  our  sales,  want  to  deal 
with  us.  We  start  off  with  a  big  plus." 

With  low  overhead  and  fast  turn- 
over, Petrie  saves  big  money.  And  all 
that  cash  comes  in  handy.  In  the  rag 
business  the  man  with  cash  gets  the 
best  values.  Some  of  these  savings  Pe- 
trie passes  on  to  its  customers.  "We're 
not  a  discount  operation,"  Petrie  says, 
"but  I  think  our  values  are  exception- 
al." Petrie  claims  that,  on  an  overall 


WHAT  A  BALANCE  SHEET! 

Petrie  Stores  fiscal  1976 

millions 

Cash  &  Equivalent  (73%)       $98.5 
Receivables  (1%)  1.5 

inventories  (15%)  20.0 

Property  &  Equipment  (10%)    13.2 
Miscellaneous  (1%)  1.7 

Total  Assets 


$134.9 
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basis,  his  price  lines  are  normally  the 
lowest  in  any  shopping  center. 

Petrie  sells  only  unbranded  goods, 
which  are  often  made  to  his  own  spec- 
ifications. He  has  kept  his  line  of  mer- 
chandise simple— coats,  dresses,  sports- 
wear, underwear,  hosiery,  handbags 
—no  hats,  no  shoes,  no  cosmetics.  And 
he  has  refused  to  follow  his  competi- 
tors disastrously  into  children's  wear, 
men's  and  boy's  wear,  or  discounting. 

If  an  item  doesn't  sell,  Petrie's  pol- 
icy is  ruthless:  Mark  it  down,  get  rid 
of  it,  don't  let  it  get  stale.  "When 
something  doesn't  sell  within  a  cou- 
ple weeks,  we  don't  fool  around,"  Pe- 
trie says.  "We  don't  wait  until  the  end 
of  the  season  the  way  a  lot  of  re- 
tailers do.  That's  why  we  have  fresh 
groceries  all  the  time. 

"Our  inventories  are  controlled  by 
the  merchandising  staff,"  Petrie  says. 
"Our  controller  doesn't  enter  into  it, 
as  he  does  in  most  companies." 

Expansion,  a  nightmare  to  many  re- 
tailers, is  very  simple  for  Petrie  be- 

Women's  Liberationist 

Success,  real  success,  came  late  in 
life  to  dark-haired,  beetle-browed, 
ruddy-cheeked  Milton  Petrie:  He  was 
born  in  Salt  Lake  City  where  his  fa- 
ther ran  one  of  the  first  dry  goods 
chains  in  the  West.  Petrie  worked  for 
a  time  at  J.L.  Hudson's  basement 
store  in  Detroit,  then  in  his  father-in- 
law's  cigar  business.  He  finally  opened 
the  first  store  of  his  own— a  hosiery 
shop-in  Cleveland  in  1927.  With  the 
help  of  the  Reconstruction  Finance 
Corp.,  he  expanded  into  women's  ap- 
parel in  the  Thirties— overexpanded,  in 
fact— and  went  bankrupt  in  1937.  In 
the  Forties,  in  the  wartime  boom,  he 
paid  off  all  his  creditors  100  cents  on 
the  dollar.  By  then,  he  was  already  in 
his  40s.  He  was  in  his  late  50s  before 
Petrie  Stores  passed  the  $10-million 
mark  in  sales. 

A  good  part  of  his  success,  Petrie 
says,  stems  from  the  fact  that,  unlike 
most  women's  apparel  chains,  Petrie 
Stores  has  always  been  uncommon- 
ly receptive  to  women.  Long  before 
women's  lib  became  fashionable,  Pe- 
trie was  hiring  women  and  moving 
them  rapidly  up  through  the  execu- 
tive ranks.  Petrie  Stores'  president 
is  a  woman,  Hilda  Kirschbaum,  65, 
and  so  is  one  of  its  two  senior  vice 
presidents,  Dorothy  Fink,  57. 

Both  haye  been  with  the  company 
for  years,  and  both  were  handpicked 
by  Milton  Petrie  himself.  Back  in 
1927,  Petrie  remembers,  Kirschbaum 
wandered  into  his  new  store  on  open- 
ing day  looking  for  a  job— at  the  age 
of  16.  The  first  time  he  and  Fink  met, 
they  got  into  a  bitter  argument,  and 


cause  he  runs  a  simple  business.  "We 
don't  have  to  add  to  the  organization 
as  the  volume  increases,"  Petrie  points 
out.  "We  open  a  10,000-square-foot 
'  store,  and  all  we  have  to  do  is  get  a 
manager,  usually  a  woman,  and  in- 
variably we  find  her  by  running  an 
ad  in  the  local  paper.  Beyond  that, 
all  we  need  is  a  cashier  or  two,  a 
porter  and  some  salesgirls." 

Petrie  himself  spends  most  of  his 
time  studying  sites  for  stores  and  ne- 
gotiating leases.  He  is  known  as  one 
of  the  roughest  bargainers  in  the  shop- 
ping center  business.  "We're  taking  on 
all  the  stores  we  can  without  over- 
reaching ourselves,"  he  says.  This  year 
he  will  add  44.  Next  year  40. 

About  all  that  cash.  At  the  begin- 
ning of  this  year,  it  represented  73% 
of  Petrie's  total  assets,  nearly  $100 
million  in  all;  and  it  should  be  even 
more  when  1976  ends. 

To  most  businessmen,  a  mountain 
of  cash  would  be  a  terrible  temptation 
to  branch  into  other  businesses.   But 


buried  the  hatchet  later  on  when  they 
met  in  New  York  during  World  War 
II.  Fink  was  in  the  WACs,  and  Petrie 
said,  "How'd  you  like  to  come  and 
work  for  me  here  in  New  York?" 

Petrie  calls  Kirschbaum  and  Fink 
his  "high-priced  women"  as  he  calls 
Senior  Vice  President  Robert  Man- 
del,  52,  his  "high-priced  man,"  but 
none  of  the  executives  who  run  Pe- 
trie are  high-priced  by  anyone  else's 
standards,  Milton  Petrie  included. 
Petrie  pays  himself  only  $125,000  a 
year,  Kirschbaum,  $100,000  and  Fink 
and  Mandel,  $85,000.  Nobody  else 
in  the  company  makes  more  than 
$50,000.  "Our  salaries  are  modest," 
Petrie  says,  "and  I  believe  in  keeping 
them  modest."  In  the  mid-Sixties  Pe- 
trie set  up  an  employee  stock  option 
program,  since  completed,  but  none 
of  the  company's  employees  seem  to 
have  wound  up  really  rich. 

Petrie  still  keeps  a  close  watch  on 
the  company.  He  makes  the  25-min- 
ute  drive  from  Manhattan  to  Petrie 
Stores'  Secaucus  headquarters  and 
works  from  10  a.m.  to  3:30  every  day. 
Kirschbaum  handles  the  day-to-day 
operations  of  the  company— the  mer- 
chandising, the  labor  relations  and  so 
on,  and  Petrie  concentrates  on  the  real 
estate  negotiations  that  are  part  and 
parcel  of  successful  retailing. 

Once  widowed  and  twice  divorced, 
Petrie  is  a  little  saddened  that  his  son, 
a  lawyer  in  California,  has  never 
had  any  interest  in  taking  over  the 
business.  "I've  asked  him  ten  or  a 
dozen  times  to  come  into  the  business, 
though  not  in  the  last  ten  or  15  years. 


Petrie  is  too  tough-minded  for  that. 
He  refuses  even  to  carry  maternity 
garments  or  larger  sizes.  "We  sell  only 
to  teenagers,"  he  says,  "and  to  the  old- 
er woman  who  is  slender." 

Acquisitions?  "We  look  at  a  lot  of 
things,  but  we  don't  like  to  go  out  of 
our  line  of  business.  Every  month  we 
look  at  something— I  do  that— but  we 
never  make  a  deal."  Petrie  adds:  "One 
of  these  days  we'll  do  it."  But  he 
doesn't  sound  very  convincing. 

So  the  cash  piles  up.  Petrie  regu- 
larly increases  its  dividend;  it  is  $1.60 
now,  up  from  40  cents  in  1971.  But 
when  you  are  earning  140%  on  your 
investment  and  yom-  basic  field  is  nar- 
row, there  are  limits  to  what  you  can 
do  with  money.  Meanwhile,  what's 
wrong  with  being  too  liquid? 

And  what's  wrong  with  sticking  to 
customers  like  Petrie's?  "Those  girls," 
muses  Milton  Petrie.  "They'll  live  on 
hot  dogs  so  they  can  spend  their  mon- 
ey on  clothes.  You  can't  beat  a  mar- 
ket like  that."  ■ 


Busy  Life.  Kirschbaum  found  time 
to  marry,  have  a  daughter. 


He's  too  much  in  love  with  the  law." 
Which  perhaps  explains  why  Mil- 
ton Petrie  hangs  on,  why  he  contin- 
ues to  spend  his  days  poring  over 
shopping  center  studies,  analyzing 
traffic  flows  and  demographic  studies. 
He  simply  can't  bear  to  pass  it  all  on 
to  someone  not  of  his  flesh  and  blood. 
Sympathetically,  he  mentions  William 
Paley,  the  CBS  boss,  who,  at  75  also 
refuses  to  let  go.  Petrie  admires  Paley 
—they  both  started  in  the  cigar  busi- 
ness and  branched  out.  "Paley's  a  great 
part  of  CBS,"  Petrie  muses,  "and  if  he 
wasn't  down  there  pretty  consistently, 
they  would  sure  miss  him."  Without 
quite  saying  so,  Petrie  is  speaking 
about  himself  as  well. 
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High  technology 

is  our  basic  strength. 

We  make  it  wori^ 

in  many  ways. 
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Power.  197  airlines  around  the  world  depend  on  jet 
engines  from  our  Pratt  &  Whitney  Aircraft  Group.  In 
peak  periods,  nearly  1 500  of  their  aircraft  make  some 
20,000  take-offs  in  a  single  day. 


Systems.  With  the  Autosense®  engine  analyzer  from  our 
Hamilton  Test  Systems,  mechanics  can  provide  a 
computer  printout  that  not  only  shows  what's  wrong  with 
a  car,  but  confirms  that  all  repairs  have  been  made. 


Industrial.  In  Fairlane,  a  new  community  in  Dearborn, 
Mich.,  five  glass-walied  Otis  elevators  travel  13  stories 
through  the  Hyatt  Regency  hotel.  Every  nine  days,  Otis 
moves  the  equivalent  of  the  world's  population. 


By  uniting  basic  technologies  we  have  accomplished 
these  results. They  give  us  a  solid  foundation  for  con- 
structive growth. 


The  man  who  has  everything, 
doesrft  necessarily  have 

Royal  Salute. 


Presented  in  limited  supply.  In  blue, 
green,  or  brown  Spode  china  decanter, 
with  matching  \'eK  et  opera  sack. 


Royal  Salute  by  Chivas. 
21  years  old. 

About  $40  the  bottler 


•PRICE  MAY  VARY  ACCORDING  TO  STATE  AND  LOCAL  TAXES. 
21-YEAR-OLD  BLENDED  SCOTCH  WHISKY  •  80  PROOF  •  GENERAL  WINE  4  SPIRITS  CO  ,  NEW  YORK,  NY 


The  Egg  And  l)s 

Consumption  is  down  and  prices  aren't  up  much^ 
but  some  pretty  big  companies  are 
now  major  factors  in  the  egg  business. 


By  PHYLLIS  BERMAN 

If  you  rushed  out  of  the  house  this 
morning  with  only  com  flakes  to  sus- 
tain you— or,  worse  yet,  if  you  skipped 
breakfast  altogether— you're  part  of  the 
problem  facing  the  egg  industry.  If 
you  thought  Americans  stopped  eat- 
ing eggs  solely  because  of  cholesterol, 
the  fatty  substance  that  can  build  up 
on  the  arteries'  walls,  you're 
wrong.  The  American  Heart 
Association's  warning  on  the 
matter  was  issued  in  I96I. 
Egg  consumption  has  been 
declining  since  World  War  II. 
Egg  producers  generally 
agree  that  their  basic  prob- 
lems are  the  increasing  num- 
bers of  working  women,  the 
more  hectic  pace  of  family 
life  and  ever-widening  alter- 
natives—"instant"  breakfasts, 
for  example,  dry  cereals, 
health  foods,  or,  of  course, 
nothing  at  all. 

That's  bad  news  for  egg 
farmers  who  produced  64  bil- 
lion eggs  last  year,  only  25% 
of  which  are  dried  or  frozen 
for  use  as  ingredients  in 
things  like  cake  mixes.  Con- 
sumption, which  stood  at  403 
eggs  per  capita  right  after 
World  War  II,  dropped  to 
287  per  capita  last  year. 

Worse  yet,  the  egg  busi- 
ness generally  moves  in  five- 
year  cycles,  with  sharp 
swings  from  gross  overpro- 
duction to  shortages  that  en- 
tice the  farmer  "to  put  down"  more 
laying  hens  and  start  the  cycle  again. 
"Year  in  and  year  out  the  farmer  may 
net  a  half-cent  on  each  dozen  eggs 
he  produces,"  explains  Albert  E.  Pope, 
executive  vice  president  of  United 
Egg  Produ.cers,  an  Atlanta  coopera- 
tive. "But  he  could  make  or  lose  as 
much  as  8  cents  a  dozen  other  years. 
We'd  be  dreaming  to  say  farmers  can 
hope  for  an  average  of  10%  return  on 
their  investment." 

Eggs  today  are  relatively  cheap- 
large  grade-A  eggs  cost  an  average 
of  77  cents  a  dozen  at  supermarkets 


last  year.  That's  only  34%  more  than 
they  were  in  1960,  compared  with  an 
82%  rise  in  the  Consumer  Price  Index 
in  the  same  period.  But  the  demand 
for  eggs  is  inelastic— no  matter  how 
low  the  price,  people  won't  necessari- 
ly buy  more. 

"In  the  past,  the  problem  was  that 
the  small  farmer  who  paid  his  taxes  on 
a   cash   basis   would   be   looking   for 


someplace  to  put  his  surplus  dollars. 
What  he  did  was  put  down  more 
birds,"  explains  Malvin  Avchen,  vice 
president  of  Sun  City  Industries,  a  ma- 
jor distributor  of  shell  eggs  along  the 
Eastern  Seaboard  and  a  producer  of 
eggs  as  well.  And  when  hundreds  and 
thousands  of  these  small  farmers  all 
put  down  more  birds,  production  sky- 
rocketed and  prices  plunged.  Says 
Avchen,  "In  the  early  Seventies,  farm- 
ers were  losing  as  much  as  $3  on 
every  case  they  produced.  Who  could 
take    those    kinds    of    losses    for    two 


years  m  a  row 


?" 


Price  swings  of  that  magnitude 
have  iniined  many  smaller  farms,  and 
now  egg  production  is  concentrated 
in  relatively  few  hands.  In  1964  there 
were  1.2  million  egg  farmers;  now 
there  are  200,000.  About  4,000  of 
those-the  top  2%-own  90%  of  all  lay- 
ing hens.  At  least  50  farms  have  more 
than  1  million  hens  each. 

The  largest  by  far  is  Cal-Maine, 
a  Mississippi-based  producer  that 
earned  $2.7  million  on  $260  million 
in  revenue  by  producing  and  market- 
ing more  than  2  billion  eggs  in 
fiscal  1976. 

In  recent  years  Cal-Maine  set  up 
partnership  deals  much  like  cattle 
feedlot  tax  shelters.  An  investor  could 
"own"  some  hens  in  partnership  with 
Cal-Maine  and  get  a  front- 
end  tax  deferral.  Cal-Maine 
managed  the  hens  and  pur- 
chased and  marketed  the 
eggs  from  the  partnership. 
Supplying  feed  and  services 
also  helped  stabilize  Cal- 
Maine's  earnings.  But  last 
fall's  tax  reform  bill  closed 
that  loophole.  Now  the  egg 
market's  cycles  will  hit  Cal- 
Maine  directly.  Says  Fred 
Adams  Jr.,  Cal-Maine's  presi- 
dent, hoping  for  the  best:  "In- 
vestors will  still  be  interested 
in  us,  but  it  will  have  to  be 
people  who  understand  our 
business." 

Despite  the  egg  industry's 
cyclicality,  it  is  not  unusual 
for  large  independent  fam- 
ily enterprises  to  have  as 
many  as  1.5  million  birds 
today.  And  a  few  large,  well- 
known  corporations  have 
been  getting  into  egg  produc- 
tion as  well,  including  Con- 
Agra, Central  Soya,  Cargill, 
Carnation,  Kroger  and  Jewel. 
"Cargill  got  into  egg  produc- 
tion back  in  1960  because 
we  recognized  a  void  in  the  business," 
explains  Fred  C.  Nordstrom,  general 
manager  of  Cargill's  egg  operations. 
"Agriculture  was  getting  more  special- 
ized, and  it  took  a  larger  amount  of 
capital  to  get  volume  growth  in  the 
business."  It  also  offered  companies 
a  chance  for  vertical  integration. 
Those  like  Cargill  gained  an  assured 
outlet  for  their  feed  grains,  those  like 
Jewel  or  Kroger,  an  assured  source  of 
eggs  for  their  food  chains. 

The  larger  egg  producers  often  line 
up  individual  farmers  on  a  yearly 
contract  to  care  for  a  specified  num- 
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ber  of  birds,  typically  from  20,000  to 
50,000.  They  supply  the  layers  and 
feed;  the  fanner  supplies  the  housing 
and  his  own  labor.  The  big  producer 
then  buys  the  eggs  for  processing  and 
marketing,  paying  the  farmer  a  spec- 
ified amount  for  each  dozen.  Explains 
Charles  E.  Gray,  who  runs  ConAgra's 
operation  in  Boaz,  Ala.,  "The  contract 
guarantees  the  farmer  an  income,  but 
generally  it's  pretty  flat.  It  has  run 
about  $1  to  $1.35  per  hen  for  the  past 
five  years.  The  farmer  doesn't  suffer 
when  prices  fall,  but  he  doesn't  get 
the  gains  when  prices  firm  up." 

Contract  farmer  or  independent,  no 
one  today  lets  hens  run  free  in  a 
barnyard.  They  are  kept  in  cages,  of- 
ten under  artificial  daylight  16  hours 
a  day.  Thanks  to  specialized  feeds  and 
controlled  temperatures,  one  hen  pro- 
duces on  average  240  eggs  per  year 
nowadays,  compared  with  207  eggs 
in  1960.  The  eggs  are  collected  me- 
chanically and,  in  all  but  the  smaller 
family  farms,  rolled  directly  from  the 
cage  floor  onto  a  conveyor  belt,  then 
automatically  washed,  sized  and  can- 
dled. Eggs  bound  for  local  supermar- 
kets can  be  on  the  shelf  within  24 
hours.  But  under  refrigeration,  fresh 
eggs  can  be  held  up  to  30  days  and 
shipped  long  distances. 

Does  the  trend  toward  bigness 
mean  the  end  to  a  classic  U.S.  type 
—the  farmer  as  entrepreneur?  There's 


^'Producers  are  focusing  on 
changing  the  egg's  image. . . . 
with  ads  extolling  the 
'incredible,  edible  egg/  " 


some  sensitivity  on  the  subject.  Says 
Nordstrom  of  Cargill:  "I  don't  like  to 
use  the  word  integration.  I  like  to 
think  of  it  as  'contract  farming.'  It's 
a  fine  arrangement.  We  have  helped 
the  farmer  expand  his  enterprise." 
In  any  case,  egg  farming  may  nev- 


er totally  integrate,  like  the  broiler 
business.  The  U.S.  Department  of  Ag- 
riculture estimates  40%  of  the  eggs 
marketed  today  are  produced  under 
contract  and  another  30%  are  pro- 
duced by  large,  integrated  firms.  By 
contrast,  91%  of  all  chickens  in  the 
U.S.  are  produced  under  contract,  and 
8%  of  them  are  produced  by  com- 
pany-owned farms. 

Meanwhile,  the  egg  industry's  cy- 
chcality  has  been  reduced,  according 
to  Avchen  of  Sun  City  Industries. 
"With  major  businesses  in  eggs,  the 
price  swings  in  the  market  just  don't 
affect  the  number  of  birds  that  will 
go  into  production  the  way  it  used  to. 
A  big  company  will  have  a  million 
birds  in  production— give  or  take  5% 
or  10%— no  matter  what  the  market. 
Years  ago,  it  was  not  uncommon  to 
see  the  market  price  of  large  eggs  fluc- 
tuate between  35  cents  and  70  cents 
a  dozen.  Today  the  range  is  a  lot  nar- 
rower—between 55  and  70  cents." 

Now  producers  are  focusing  on 
changing  the  egg's  image  by  fighting 
the  cereal  manufacturers  on  their  own 
turf.  Through  a  levy  on  every  dozen 
eggs  its  members  produce,  the  Amer- 
ican Egg  Board  in  Chicago  will  col- 
lect about  $6  million  for  a  consumer- 
education  program,  which  includes 
TV  ads  that  extol  the  "incredible,  edi- 
ble egg."  No  mention  will  be  made 
of  cholesterol.  ■ 


The  Avis  Of  Fried  Ciiicken 

Church's  got  far  as  a  runner-up  in  the 

fast-food  business.  Will  ambition  ruin  a  good  thing? 


The  fast-food  game,  fried  chicken 
division,  is  littered  with  the  bones  of 
losers.  Minnie  Pearl's  Chicken  fran- 
chise is  no  more.  Gone,  too,  is  Eddy 
Arnold's  Tennessee  Fried.  Moving 
along  nicely,  however,  is  an  outfit 
called  Church's  Fried  Chicken. 
Church's  is  only  a  distant  No.  Two  in 
the  fried  chicken  business,  behind  the 
Kentucky  Fried  Chicken  division  of 
Heublein,  Inc.,  but  Church's  is  a  prof- 
itable No.  Two. 

Church's,  the  Avis  of  fried  chicken, 
will  probably  end  the  year  with  sales 
of  more  than  $170  million,  up  25% 
from  the  year  before,  and  aftertax 
earnings  of  $14.5  million,  or  $3.55  a 
share,  up  50%.  Its  return  on  equity 
now  exceeds  25%.  In  recent  months, 
moreover,  while  sales  at  the  924  Ken- 
tucky Fried  stores  Heublein  owns 
have  been  dropping  (off  5%  in  the 
last  quarter),  average  tmit  sales  vol- 
ume for  Church's  600  company- 
owned  stores  has  been  up  about  10%. 

Church's   got  this  far  with  a  very 


simple  approach— manage  well  and 
let  word  of  mouth  take  care  of  the 
marketing.  When  Chairman  George 
Church's  father  stopped  selling  chick- 
en incubators  in  1952  and  opened  the 
chain's  first  store  in  downtown  San 
Antonio,  Tex.  he  cooked  and  sold 
chicken  himself,  long  enough  to  tell 
the  help  what  to  do.  Then  he  opened 
five  more  stores  without  fanfare. 

George  Jr.,  who  is  now  44,  took 
over  in  1963  and  began  building 
more  Texas  stores.  The  chain  now 
stretches  across  the  South  to  Florida, 
and  is  in  California.  He  also  went  the 
franchising  route,  but  only  for  a  while. 
"It  didn't  pay  and  we  couldn't  keep 
all  our  stores  up,"  he  says. 

Church  also  avoided  the  tempta- 
tion to  "integrate."  He  buys  his  eight- 
to-ten-week-old  broilers  from  about 
30  suppliers  throughout  the  South. 
Heublein,  in  contrast,  is  now  making 
provisions  to  sell  its  poultry  produc- 
tion operation  at  a  $7.2-million  loss. 

More   recently,    however.    Church's 


has  begun  to  look  like  a  very  dif- 
ferent company.  For  example,  until 
last  year  Church's  spent  very  little  on 
radio  and  TV  advertising.  Tliose  days 
are  over.  Pushing  the  theme, 
"Church's  is  choosy,"  local  TV  and 
radio  ads  now  fill  airwaves  in  its  mar- 
kets. George  Church  has  Kentucky 
Fried's  former  national  director  of  re- 
tailing on  hand  to  orchestrate  the 
pitch.  He  will  spend  more  than  2%  of 
sales  on  advertising  this  year. 

Church's  is  also  going  back  into 
the  franchise  business,  offering  fran- 
chisers a  4%  royalty  on  gross  sales- 
double  the  2%  royalty  on  earlier  deals. 
It  has  already  signed  up  15  licensees 
who  will  open  250  to  300  stores  over 
the  next  five  years.  A  program  to  open 
100  or  more  company-owned  stores  a 
year  will  also  be  pushed. 

All  this  raises  the  chance  of  satura- 
tion in  the  field.  Kentucky  Fried 
Chicken,  the  Hertz  of  the  field,  is 
completing  the  first  year  of  a  three- 
year  program  to  open  1,200  new  fast- 
food  restaurants,  more  than  half  of 
them  chicken  places.  George  Church 
knows  that  being  a  Uttle  bit  different 
can  pay  off  when  you're  small  and 
don't  crow  about  it.  He's  about  to 
find  out  whether  you  stay  different 
when  you're  big.   ■ 
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Flying  Cheap. ..And  Full 

The  other  airlines  do  not  love  Lamar  Muse  and  his  Southwest 
Airlines^  but  the  Texas  traveling  public  sure  does. 


One  of  the  most  successful  airlines  in 
the  country  operates  out  of  cramped 
quarters  in  Dallas.  It  swarms  with 
flight  attendants  clad  in  orange  hot 
pants,  many  of  whom  look  as  if  they're 
on  their  way  to  a  reunion  of  Texas 
college  baton  twirlers.  But  there's  a 
lot  more  to  Southwest  Airlines  Co. 
than  its  good-natured  sex  exploita- 
tion. This  brassy  little  intrastate  air- 
line is  rolling  in  profits. 

Southwest  is  relatively  new  on  the 
airlines  scene.  It  started  flying  in 
1971.  It  first  broke  into  the  black  in 

1973  with  a  profit  of  $175,000.  Its 
earnings    soared    to    $2.1    million    in 

1974  and  $3.4  million  in  1975  on 
revenues  of  $22.8  million.  Nine- 
month  profits  this  year  for  Southwest 
were  up  another  51%. 

Last  year's  profit  amounted  to  15% 
of  revenues,  an  almost  incredibly  high 
profit  margin  for  an  industry  where— 
if  they're  making  any  money  at  all— 
the  companies  are  showing  2%  to  5%. 
Southwest's  return  on  equity:  37.3%. 
This  despite  having  to  spend  $2.5 
million  in  legal  fees  to  fight  oflF  ef- 
forts by  other  airlines  to  keep  it 
from  flying.  Since  the  profits  started 
soaring    back    in    1974,    Southwest's 


stock    price    has    more    than    tripled. 

The  mastermind  of  this  airline 
phenomenon  is  now  looking  for  big- 
ger skies  to  conquer.  By  Dec.  1,  M. 
Lamar  Muse,  56,  Southwest  Airline's 
president  and  chief  executive  officer, 
expects  to  have  plunked  down  at  the 
Civil  Aeronautics  Board  a  formal  re- 
quest for  authority  to  operate  a  low- 
cost  commuter  air  service  out  of  Chi- 
cago's nearly  deserted  Midway  Air- 
port {see  map)  to  14  major  eastern 
and  midwestern  cities.  His  experiment 
could  turn  out  to  be  just  the  begin- 
ning of  such  travel  bargains  through- 
out the  more  densely  populated  areas 
of  the  U.S. 

With  cheap  fares  and  frequent  ser- 
vice. Southwest  has  clobbered  its  big- 
ger competition.  Because  it  now  op- 
erates solely  within  Texas,  South- 
west does  not  need  Washington's  ap- 
proval for  its  routes  and  its  fare 
structure;  it  operates  under  the  au- 
thority of  the  Texas  Aeronautics  Com- 
mission. Southwest  has  a  novel  two- 
tier  pricing  structure.  On  Monday 
through  Friday  until  7  p.m.,  th3  fare 
is  generally  $25  one-way  in  South- 
west's  one-class  service;  weekends  and 
after  7  p.m.   the  fare  drops  to  $15. 


H 


Muse's  Modest  Proposal 

Lamar  Muse  of  Southwest  airlines  wants  to  link  14  major  eastern 
and  midwestern  cities  with  Chicago  in  a  low-cost  commuter  ser- 
vice. Major  competitors  on  these  routes  will  not  thank  him  if  his 
rate-clobbering  proposal  goes  through. 

■:5n 


I 


Friendlier  Skies:  Southwest  blends 
legs,  free  drinks  and  low  fares  for 
passenger  fun  and  corporate  profit. 


Even  the  day  fare  is  $10  to  $20  be- 
low what  the  competition  charges  in 
economy  class.  And  Southwest  doesn't 
subject  its  passengers  to  the  stripped- 
down  service  of,  say,  Eastern  Air- 
lines' East  Coast  shuttle  services;  the 
day-rate  price  includes  all  the  free 
booze  you  can  drink  in  a  typical  50- 
minute  flight. 

Southwest  also  has  an  important 
edge  by  being  the  only  airline  serving 
close-in  Love  Field  in  Dallas,  a  15- 
minute  drive  to  downtown;  its  rivals 
use  the  giant  Dallus/Fort  Worth  Air- 
port, a  30-minute  drive. 

Not  siirprisingly,  Southwest  has 
murdered  the  competition  on  the  Dal- 
las-Houston route;  it  has  nearly  three- 
fourths  of  the  passengers,  leaving  the 
remnant  to  be  scrapped  over  by 
Branifl^  Airways  and  Texas  Interna- 
tional Airlines,  two  much  larger  CAB- 
certificated  carriers. 

Behind  all  this  is  a  dapper,  mus- 
tachioed, rather  low-keyed  man  whose 
only  concession  to  Texan  flamboyance 
is  his  sleek  foam-green  1977  Conti- 
nental Mark  V  with  license  plates 
reading  "FLY  SWA."  Muse,  a  former 
accountant  who  had  been  president 
of  a  small  regional  airline  and  a  char- 
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ter  carrier,  was  plucked  by  South- 
west's  three  founders  from  a  boring 
early  retirement  on  the  golf  course  to 
launch  the  company's  operations. 

Now  serving  four  Texas  cities  and 
with  the  recommendation  of  a  Texas 
Aeronautics  Commission  administra- 
tive law  judge  for  approval  to  add 
five  more  to  his  routes  within  the 
state,  Muse  is  itching  to  move  his 
concept  of  low  fares  and  full  planes 
into  the  Midwest.  His  preliminary 
plans  for  the  Midway  service  call  for 
the  same  two-tier  fare  system  that  he 
uses  in  Texas;  the  day  service  will  be 
priced  at  close  to  one-half  regular 
coach  fare  charged  by  other  airlines. 
For  example,  the  current  Chicago- 
Detroit  one-way  coach  fare  is  $39  and 
Muse's  fares  would  be  $25  and  $15, 
respectively.  He  says  he  is  planning 
87  flights  out  of  Midway  daily,  with 
a  high  of  14  to  Minneapolis  and  a 
low    of    four    flights    daily    to    places 


such  as  Louisville  and  Des  Moines. 
All  the  cities  Muse  has  selected  for 
the  Midway  commuter  service  are  be- 
tween 200  and  500  miles  from  Chica- 
go, so  that  he  can  retain  the  eflBcien- 
cies  that  come  from  specializing  in  one 
type  of  service.  He'll  operate  the  same 
Boeing   737s   he   does   in   Texas   with 


This  brassy  little 

intrastate  airline 
is  rolling  in  profits. 


their  economical  two-engine,  two- 
man  cockpit  crew  and  tight  one-class 
seating.  Because  of  the  short  flight 
times,  he  won't  have  to  provide  meals. 
Muse  is  convinced  that  he  can  dupli- 
cate his  Texas  success.  He  says:  "They 
[the  other  airlines]  just  don't  under- 
stand. They  want  to  make  money  by 


raising  fares  and  we  make  the  high- 
est profit  margin  in  the  airline  indus- 
try by  cutting  fares." 

Beyond  expanding  his  commuter 
service.  Muse  also  plans  to  propose 
an  experimental  service  from  Midway 
to  Las  Vegas  in  bigger  aircraft,  offer- 
ing round-trip  fares  slightly  below 
one-way  coach  prices. 

A  few  years  ago  an  application 
«uch  as  Muse  is  planning  would  have 
been  scoffed  at,  but  the  current  po- 
litical climate  seems  to  favor  some 
degree  of  regulatory  relaxation.  May- 
or Richard  Daley  is  anxious  to  get 
some  traffic  into  Midway,  which  his 
administiation  spent  $12  million  to  re- 
furbish in  the  late  1960s.  Daley  failed 
to  carry  Illinois  for  Jimmy  Carter— 
but  not  for  want  of  trying.  Presum- 
ably the  Mayor  will  have  some  influ- 
ence in  Washington  after  Jan.  20,  and 
that  influence  won't  do  Lamar  Muse 
any  harm.   ■ 


Comeback  For  Cartwheels 

Chances  are  good  that  the  Treasury  Department 
will  soon  start  minting  new  $1  coins. 


You're  tooling  down  a  deserted  high- 
way at  2  a.m.  and  the  gas  gauge  reads 
near  empty.  There's  a  service  station 
ahead,  shut  tight.  But  is  it?  You  slip 
out  of  your  car,  drop  two  $1  coins 
into  the  pump  and  you're  golden. 

Vending  machine  operators  would 
love  that.  The  Treasury  Department 
may  help  by  minting  a  new  easier-to- 
5,p!;!id  version  of  the  old  silver  dollar. 
Siuprisingly,  there's  little  opposition. 
Most  people  find  the  present  Eisen- 
hower cartwheel,  introduced  in  1971, 
too  unwieldy  for  commercial  use. 
Numismatists  say  it  has  lost  its  charm. 
It  only  circulates  in  Las  Vegas,  with 
its  slot  machines.  Vending  machines 
that  can  handle  $1  bills  are  too  cost- 
ly at  $5,000  or  so  per  machine. 

Coining  the  dollars  will  save  dollars 
for  Uncle  Sam.  The  present  $1  bill 
costs  1.5  cents  to  produce  and  lasts 
18  months.  The  proposed  $1  coin,  to 
be  struck  from  the  same  kupro-nickel 
alloy  as  its  older  cousin  Ike,  costs  3 
cents,  but  lasts  over  15  years.  On 
congressional  approval,  which  seems 
likely,  the  Mint  could  put  250  million 
$1  coins  in  circulation  in  four  months. 

Plans  for  a  $1  coin  are  part  of  a 
grander  scheme  by  the  Treasury  De- 
partment to  reevaluate  U.S.  coinage 
requirements.  The  Government  is  also 
considering  abolishing  the  half-dollar, 
which,  too,  isn't  used  much  and— the 
most  controversial  proposal— eliminat- 
ing the  penny.  The  latter  has  met  stiff 


opposition:  Penny  candy  has  all  but 
disappeared,  but  the  copper  coin  still 
has  its  uses. 

The  only  controversy  surrounding  a 
$1  coin  is  on  how  big  it  should  be. 
Vendors,  of  course,  want  a  $1  coin 
small     enoiieh     for    people    to     carry 


around.  Initial  Treasury  designs  show 
it  smaller  than  today's  half-dollar  and 
only  slightly  larger  than  the  current 
quarter.  Others  say  there's  psychologi- 
cal need  for  the  new  dollar  to  be 
sizably  larger  than  the  present  two- 
bit  piece. 

Assuming  the  $1  coin  will  be  struck, 
the  major  beneficiary  will  be  the  $9- 
billion-a-year  vending  industry.  "It's 
a  proven  fact  that  an  item  purchased 
with  one  coin  is  more  successful  than 
a  multicoin  buy,"  says  Richard  Schrei- 


ber  of  the  National  Automatic 
Merchandising  Association.  Marvin 
Heaps,  executive  vice  president  of 
ARA  Services,  an  industry  leader 
($1.2  billion),  foresees  upgraded 
products— full  course  meals  and  higher 
quality  toiletries. 

Others  have  bigger  visions:  coin- 
operated  gas  pumps,  machines  in 
apartment  complexes  that  spew  forth 
milk  and  bread,  and  old-style  Horn 
&  Hardart-type  operations  for  pack- 
aged clothing— underwear,  stockings 
and  handkerchiefs.  A  $1  coin  will 
help  cigarette  sales,  which  have  been 
taking  a  smaller  (currently  17%)  por- 
tion of  the  vending  market  as  prices 
require  a  multicoin  purchase. 

To  some,  at  the  very  least,  a  $1 
coin  will  be  a  pain— much  like  the 
new  $2  bill,  which  has  never  caught 
on.  Nornian  Tice,  president  of  the 
City  Bank  of  St.  Louis  and  vice  chair- 
man of  the  American  Bankers  Associa- 
tions operations  committee,  thinks  the 
$2  bill  flopped  because  the  equipment 
couldn't  handle  it.  "Bank  tellers  didn't 
have  enough  tills,"  he  says.  "In  cash 
registers,  they  were  stuck  under  the 
twenties.  The  banks  shoved  them  out, 
but  they  came  right  back  in."  He 
suggests  a  three-year  lead  time  to  re- 
tool for  $1  coins.  Nevertheless,  Don- 
ald Jones,  president  of  Abbott  Coin 
Counter  Co.,  which  makes  counters 
and  sorters  for  many  banks  and  the 
Mint's  plants,  says,  "We're  set  to  go. 
All  we  need  is  the  final  dimensions." 

One  numismatist  is  betting  that  this 
will  be  settled  before  Director  of  the 
Mint  Mary  Brooks  leaves  office  with 
the  Ford  Administration.  Brooks  her- 
self is  positive.  Says  she:  "It  makes- 
dare  we  say  it— a  lot  of  'cents.' "  ■ 
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Managed  growth. 


Another  reason 
Georgia-Pacific's  natural 
resource  is  growing 
more  important  to  you. 


■JSSs^" 


Year  in  and  year  out, 
wherever  we  have 
harvested  our  land,  we 
have  replanted  as  soon  as 
possible.  In  addition, 
we  have  purchased  land 
with  vigorous  stands 
of  young  timber:  Result: 
G-P  now  has  trees  in  all 
classes — seedlings,  sap- 
lings, and  mature  trees. 


Every  year,  anew 
crop  of  trees  reaches 
maturity  This  assures  us 
a  perpetual  yield, 
a  continuing  supply  of 
raw  material  for  our 
manufacturing  facilities. 

Georgia-Pacific  now 
owns  4.5  million  acres  of 
timberland.  We  also  have 
exclusive  cutting  rights 
on  1.5  million  additional 
acres,  bringing  our  total 
to  6  million  acres.  On  the 
land  we  own,  we  grow 
about  1.5  billion  board 
feet  of  wood  fiber 


annually.  And  that  figure 
is  increasing. 

What's  more,  because 
of  our  modern  forest 
management  practices 
and  acquisition  policies, 
our  timber  is  relatively 
young.  So  it's  growing 
rapidly.  And  becoming 


more  valuable.  Every  year. 

For  detailed 
financial  and  operating 
information  on 
Georgia-Pacific,  write: 
Director  of  Financial 
Information, 
Georgia-Pacific 
Corporation,  Dept.  8MF-1276, 
900  S.W.  Fifth  Avenue, 
Portland,  Oregon  97204. 


Douglas  Fir 
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Georgia-F^cific 

The  Growth  Company 


>r  90  yean 

ps  Dodge  pioneering 
has  helped  electrk  utilities 

To  light  Edisons  lamp... 

"Great  cities  lighted  by  central  stations"  was  Thomas  Edison's  dream.  The  dream  began  to  become 
reality  in  1882  as  power  flowed  from  his  Pearl  Street  Station  in  New  York. 

By  1884,  the  station  had  508  customers  using  10.164  lamps.Twenty  years  later,  there  were  over 
3.600  electric  systems  in  the  U.S.The  age  of  electricity  had  begun-and  copper  was  its  carrier. 

Even  before  there  was  an  electric  utility,  Phelps  Dodge  had  been  producing  copper  wire  for  the  fifty 
or  more  telegraph  companies  that  sprang  up  following  Samuel  Morse's  invention  in  1 844.  and  had 
been  mining  copper  since  1881. 


L 
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Reduce  drudgery... 

Simple  appliances  for  the  home-electric  fans,  irons  and  sewing  machines- 
made  their  appearance  early  These  were  followed  quickly  by  electric  ranges, 
vacuum  cleaners  and  washing  machines,  Later  came  refrigerators  and  air- 
conditioning. 

As  the  demand  for  power  grew  and  utilities  expanded,  the  forerunners  of 
today's  Phelps  Dodge  manufacturing  divisions  supplied  electric  power  cable, 
transmission  cable  and  grounding  wire,  street  lighting  cable,  lamp  leads,  magnet 
wire  for  transformers,  motors  and  generators,  bare  copper  products,  and  copper 
alloy  condenser  tube  for  steam  generating  plants. 


Increase  productivity...  I7 


The  first  large  factory  designed  to  use  electricity  to  give  man 
more  muscle  and  speed  at  his  work  WdS  built  in  1894.  The  use  of 
electricity  to  increase  productivity  spread  rapidly  with  the  help  of 
new  Phelps  Dodge  products.  Today  our  Continuously  Trans- 
posed Cables  of  magnet  wire  are  used  in  making  large  power 
transformers  more  efficient. 


Go  underground... 

Ever  since  Edison's  first  110  voit  underground  cable,  electric  utilities 
have  buried  urban-area  transmission  and  distribution  lines  wtierever 
feasible. 

In  1897,  the  company  that  was  later  to  become  Phelps  Dodge  Cable  & 
Wire  Company  made  the  first  1 1 ,000  volt  underground  cable  in  the  U.S. 

Today,  a  number  of  utilities  use  Phelps  Dodge's  345,000  voit  cable. 
Looking  to  the  future,  Phelps  Dodge  has  developed  a  500,000  volt  under- 
ground cable  and  is  working  on  a  prototype  cable  for  750,000  volts. 
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Prepare  for  the  Future- with  new  copper  products... 

In  our  energy-hungry  world,  America's  utilities -relying  on  new  copper  products- 
are  exploring  breeder  reactors  that  create  fuel  faster  than  they  consume  it,  and  fusion 
reactors  (sketched  above)  that  can  be  fueled  by  an  isotope  in  the  world's  endless 
supply  of  sea  water. 

Copper,  man's  first  metal,  is  proving  modern  and  versatile  anain.  And  Phelps  Dodge 
is  responding  with  such  break-throughs  as  enhanced  surface  condenser  tubes  that 
promise  significant  heat  transfer  gains  over  traditional  smooth-wall  tubes. 

At  Phelps  Dodge,  pioneering  is  part  of  our  everyday -helping  industry  with 
underground  high  voltage  cable,  telephone  wire  and  cable,  residential  distribution 
cable,  coaxial  cable,  magnet  wire,  condenser  and  heat  exchanger  tubing, 
plumbing  brass,  bushings,  castings,  bare  copper  and  copper-alloy  wire, 
bar,  strip  and  shape  mill  products.  Phelps  Dodge  Industries,  Inc., 
300  Park  Avenue,  NewYork.  N.Y.  10022. 


/ / ////// / 


Copper:  A  part  of  just  about  everything  America  builds. 


'        '     vVdIKcr  ■  Rl.ick  Utw-I  IMe,n  Old  Blended  Scotch  Whisky.  86  8  Pcnof  Bottled  in  Scotlnnd 
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Christmas  gifts,  $72  and  unde.. 

wlinnic  Walker  Black  Label  Six  Pack, about  $72  Sold  separately  about  $12  a  tittb 


Nigeria: 

Wliere  Tiie  Real  Action  Is 


While  Rhodesia  and  South  Africa  make  the  headlines, 
Nigeria — far  bigger  and  potentially  much  richer — 
blunders  its  way  into  the  modern  world.  In  this  non-Marxist 
land,  a  new  Black  Africa  is  slowly  taking  shape. 


By  JAMES  FLANIGAN 

Nearly  every  Monday  morning,  just 
to  remind  himself  where  he  is,  Mar- 
shall Lewis,  the  California-casual, 
middle-aged  head  of  the  Bank  of 
America  in  Lagos,  Nigeria,  pokes  his 
head  cut  oi  his  private  office  to  watch 
the  comings  and  goings  at  the  tellers' 
windows.  In  pour  the  market  women, 
bearing  leather  bags  full  of  bank 
notes.  They  are  spectacularly  dressed 
in  long,  brightly  patterned  gowns 
with  matching,  intricately  tied  head 
scarves.  Do  not  underestimate  the^e 
women.  True,  they  do  business  out 
of  small  street  stalls,  but  after  a  very 
busy  weekend,  some  of  them  may  de- 
posit as  much  as  $50,000.  There's  an 
oil  boom  going  on  in  Nigeria. 

Almost  as  fast  as  the  women  make 
their  deposits,  other  customers,  some 
of  them  women,  too,  line  up  with 
checks  to  be  cashed  on  these  very 
same  accounts.  For  all  its  growing 
sophistication,  Nigeria  is  still  to  a  ma- 
jor degree  a  cash  economy. 

The  world's  press  and  TV  have  dis- 
covered Africa,  but  they  are  con- 
centrating on  an  impending  race  war 
in  Rhodesia,  on  riots  in  South  Africa. 
However,  it  is  in  Nigeria  where  the 
new  Black  Africa  is  struggling  to  be 
born.  Premier  Ian  Smith  of  Rhodesia 
will  soon  .be  forgotten;  it  is  with  Ni- 
geria that  the  U.S.  and  other  indus- 
trial countries  will  have  to  make  long- 
range  accommodation. 

Nigeria,  population  70  million  to 
80  million,  is  far  and  away  the  most 
populous  nation  in  Black  Africa  and 
also,  thanks  to  oil  revenues  of  $9  bil- 
lion a  year,  the  richest.  It  is  not  yet 
as  rich  as  white-ruled  South  Africa, 
but  soon  will  be.  South  Africa's  econ- 
omy, thanks  largely  to  racial  turmoil, 
is  stagnant.  Nigeria,  having  sui^vived 
a  bitter  civil  war  from  1967  to  1970 
and  several  coups,  is  now  relatively 
stable,  economically  speaking;  the 
military  government  seems  sincere  in 


Transition:  The  prototypical  Nigerian 
on  Forbes'  cover  Is  wearing  both 
Western  garb  and  the  holiday  dress 
worn  by  the  Hausas  tribe. 


wanting  to  hand  over  power  to  an 
elected  government  in  1979.  Encour- 
aged by  this  stability  and  nourished 
by  oil  money,  Nigeria's  economy  is 
growing  at  a  fast  9%  a  year.  This  year 
Nigeria's  gross  national  product  will 
be  about  $27  bilhon,  about  10%  less 
than  South  Africa's.  Sometime  next 
year,  or  in  1978  at  the  latest,  Nigeria's 
economy  will  overtake  South  Africa's. 
Unless  something  goes  terribly  wrong, 
this  Texas-plus-sized  country  seems 
fated  to  become  as  relatively  power- 
ful in  sub-Sahara  Africa  as  the  U.S.  is 
in  our  continent.  Not  surprisingly, 
U.S.  business  wants  in  on  the  action. 

It's  having  a  hard  time. 

Example:  Up  in  Kwara  State,  mid- 
way in  the  sprawling  country,  PhiUp 
Morris  has  a  tobacco-growing  opera- 


tion. Cigarette  smoking  is  catching  on 
only  slowly  in  Nigeria,  but  the  po- 
tential is  certainly  there  as  more  ordi- 
nary people  get  some  spare  cash.  But 
PM  cannot  import  cigarettes;  like 
most  developing  countries,  Nigeria 
wants  to  produce  at  home  everything 
it  can.  So  Philip  Morris  produces  lo- 
cal cigarettes  called  Target  and  Link. 
For  these  it  needs  a  dependable 
source  of  tobacco.  So  PM  persuades 
local  farmers  to  grow  tobacco,  bring- 
ing to  them  all  the  technical  know- 
how  of  U.S.  tobacco  farming— and 
bringing  it  to  them  in  instruction  from 
U.S. -trained  Nigerians.  PM  wants  on- 
ly that  the  farmers  grow  tobacco.  But 
quite  often  the  farmer  with  five  acres 
arranged  by  Philip  Morris  will  take 
PM's  knowledge  and  plant  one  acre 
to  tobacco  and  the  other  four  to  oth- 
er crops  that  he  thinks  will  sell  well 
that  season  in  the  local  markets. 

Example:  In  an  office  overlooking 
traffic-jammed  Tinubu  Square  in  the 
center  of  Lagos,  the  capital,  sits  Don- 
ald Dudman,  an  Englishman  who  is 
the  local  managing  director  of  Gen- 
eral Telephone  &  Electronics.  Dud- 
man—and  idealistic  Nigerian  civil  ser- 
vants—worry  over  whether  GT&E  will 
get  its  share  of  the  big  $1.8  billion 
in  telephone  equipment  contracts  the 
Nigerian  government  is  going  to  let 
xmder  its  Third  Development  Plan 
(1975-80).  They  are  not  worried 
that  GT&E's  equipment  won't  be  a 
match  for  the  competition,  but  that 
GT&E's  policy  of  not  paying  a  cent 
of  bribery— called  dash  in  Nigeria— will 
hurt  it  in  the  competition  with  In- 
ternational Telephone  &  Telegraph, 
Siemens,  Ericsson,  Britain's  General 
Electric  Co.  and  the  Japanese.  The 
initial  decision  of  the  government,  it  is 
whispered  in  Lagos,  gave  the  whole 
$1.8  billion  of  work  to  just  two  com- 
panies, ITT  and  Siemens.  But  that  de- 
cision proved  embarrassing  even  be- 
fore it  was  announced  and  is  V)eing 
reconsidered.     The     competition     has 
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been  restarted  to  save  everyone's  face, 
and  Dudman  is  in  there  pitching. 

How  do  you  get  a  piece  of  the  ac- 
tion in  Nigeria? 

Everywhere  you  go,  you  see  the 
big  initial  "B"  on  a  blue  background, 
the  insignia  of  Juhus  Berger  Inc.  Ju- 
lius Berger  is  a  German  road  builder, 
although  you  won't  find  much  of  his 
operation  back  in  Germany.  But  he  is 
simply  the  biggest  road  builder  in  Ni- 
geria, a  country  that  is  spending 
some  $9  billion  over  the  next  five  years 
to  knit  up  its  sprawling  distances  with 
reinforced  concrete  highways.  How 
did  Berger  become  so  big?  The  Ger- 
man government  financed  him  in  a 
bridge-building  project  in  Lagos.  Ber- 
ger did  a  good  job.  The  Nigerians 
were  impressed.  Now  they  give  the 
lion's  share  of  their  road-building 
work  to  Berger.  An  economic  coun- 
selor at  the  U.S.  Embassy  shakes  his 
head.  "We  had  the  same  chance,  but 
the  Agency  for  International  Devel- 
opment [the  U.S.  foreign  aid  effort] 
sent  in  some  undercapitalized  guy 
from  Rapid  City,  S.D.  He  didn't  have 
the  stuff  to  do  a  proper  job.  We 
blew  it." 

William  Krause  is  the  Westing- 
house  Electric  representative  in  Ni- 
geria. In  October  he  was  visited  by 
seven  of  Westinghouse's  top  manage- 
ment. They  came  to  look  over  the  op- 
portxmities  for  Westinghouse  in  Ni- 
geria's booming  market.  They  saw  the 
difficult  conditions  under  which 
Krause  works,  got  a  first-hand  feel 
for  the  hot,  steamy,  jangling,  hus- 
tling, disorganized  environment  of  La- 
gos today.  Yet  they  are  sending  back 
a  detail  team  to  imdertake  the  real 
preparations  for  Westinghouse  to  be- 
come more  involved  in  Nigeria. 

The  Living  Isn't  Easy 

Which  means  they  will  add  more 
clients  to  Lagos'  already  crowded  and 
expensive  housing  market.  Good 
houses  in  Lagos  and  elsewhere  in 
Nigeria  are  owned  typically  by  local 
entrepreneurs,  some  of  them  the  same 
market  women  who  dominate  the  re- 
tail trade.  Often  they  are  illiterate, 
but  they  can  count.  Rents  for  houses 
—to  Nigerians  as  well  as  foreign  dip- 
lomats and  businessmen— can  go  up 
to  $50,000  a  year.  The  owners  used 
to  demand  five  years'  advance  rent, 
but  that  practice  has  been  outlawed. 
So  now  they  ask  for  one  year's  rent 
in  advance  plus  a  five-year  interest- 
free  loan  of,  say,  $200,000. 

Nigeria,  in  one  way,  is  like  other 
oil-producing  nations  these  days:  one 
of  the  biggest  "boom  towns"  the  world 
has  ever  known.  Nigeria  is  taking  in 
$7  bilUon  of  the  world's  goods  this 
year  and  is  slated  to  import  $10  billion 
worth  by   1979.   It  is  a  bigger  mar- 


ket   today   than   Australia,    and    soon 
will  equal  Sweden  or  Switzerland. 

There  is  historic  irony  that  oil— 
the  Arabs'  wealth— should  bring 
wealth  also  to  Nigeria.  For  the  Ni- 
geria we  know  today  is  a  modem  Unk- 
up  of  northern  and  southern  "nations." 
In  the  12th  through  the  16th  cen- 
turies, the  Hausa-populated  cities  of 
northern  Nigeria  became  converted  to 
Islam  as  they  carried  on  a  thriving  "^ 
trans-Sahara  trade  with  Arab  Egypt 
and  North  Africa.  But  the  venture- 
some Arab  scholars  of  the  Middle 
Ages  never  penetrated  what  they 
called  the  Negro  forest  lands  of  south- 
em  Nigeria  where  lived  the  other  ma- 
jor population  groups,  the  Yoruba 
and  Ibo,  their  histories  even  today 
obscured  from  Western  scholars. 
Hence  the  linguistic  and  cultural  dif- 
ferences impeding  nationhood  today. 

The  slave  trade  began  with  the 
Portuguese  supplying  slaves  to  Span- 
ish America.  Then  the  Dutch  and  Brit- 
ish took  over  and  6.3  million  African 
people,  many  of  them  from  what  is 
now  Nigeria,  were  transported  to  the 
Spanish  and  British  colonies  of  the 
New  World  between  the  16th  and 
19th  centuries.  In  the  18th  century 
alone,  4.5  million  survived  the  ocean 
crossing.  As  a  result,  while  Nigeria 
has  the  world's  largest  black  popula- 
tion today,  the  U.S.  is  second,  the 
Caribbean  third  {see  box,  p.  61). 

It  was  in  the  18th  century,  too, 
that  Britain— no  longer  needing  slaves 
for  the  sugar  cane  of  Jamaica,  but 
needing  lubricant  for  the  machines 
of  Manchester— began  to  suppress  the 
slave  trade  and  substitute  for  it  a  trade 
in  palm  oil,  from  the  abundant  vege- 
tation of  the  southern  Nigerian  rain 
forest.  Thus  began  the  West  African 
trade  for  the  cocoa  of  Ghana  and  the 
palm  oil,  cocoa  and  peanuts  of  Ni- 
geria. Instead  of  himians,  Nigeria  and 
the  other  African  areas  tiimed  to  ex- 
porting agrictiltural  produce. 

But  today  Nigeria's  cash-earning 
agriculture  has  been  ravaged  by  the 
great  dislocations  of  the  country's 
civil  war,  by  the  southern  Sahara 
drought,  which  ended  two  years  ago. 
Most  of  all  it  has  been  ravaged  by 
the  fact  that  many  young  people  have 
left  Nigeria's  subsistence  agriculture 
because  more  money  can  be  made  in 
the  cities.  Nigeria,  remember,  is  no 
sparsely  populated  Kuwait;  its  oil 
revenue  works  out  to  only  $125  per 
capita.  Nigeria  today  has  little  be- 
sides oil.  It  bemoans  the  fact  that 
it  once  fed  itself,  but  now  imports 
$500  million  worth   of  food  a  year. 

Has  Nigeria  neglected  agriculture? 
Neglect  is  probably  not  the  right 
word.  The  simple  fact  is  that  life  in  a 
city,  no  matter  how  precarious,  is 
more     exciting,     especially     for     the 


Capital  Prospects:  Lagos,  a  city 
of  over  3  million,  includes  both 
gleaming  skyscrapers  and  fetid  slums 
—a  common  paradox  in  U.S.  cities 
and  now  an  increasingly  common  one 
in  Africa.  For  all  its  growing 
sophistication,  Lagos  must  absorb 
more  and  more  Nigerians  lured  to 
the  big  city  from  rural  areas. 


young,  and  less  back-breaking  than 
subsistence  agricultiu'e  in  the  coun- 
tryside. And,  more  rewarding.  Urban 
incomes  in  Nigeria  are  estimated  by 
the  World  Bank  to  be  three  times  the 
national  per-capita  income— or  about 
$1,000,  vs.  $320.  Bluntly,  city  living 
is  easier— and  may  be  healthier. 

Easier  living?  The  average  Ameri- 
can recoils  with  horror  from  Lagos, 
where  open  running  gulleys  in  the 
streets  are  stinking  sewers  in  the  tropic 
heat  and  the  people  live  in  ramshack- 
le quarters.  On  the  outskirts  of  Lagos, 
endless  lines  of  vehicles  groan  single 
file  on  choked  roads  while  hordes  of 
people  throng  the  roadsides,  some- 
times setting  up  impromptu  shops  to 
sell  a  few  bars  of  soap.  Teflon  frying 
pans,  bolts  of  cloth,  fresh  oranges,  or 
giant  root  vegetables— the  Nigerian 
staple,  the  yam.  Workers  in  Lagos 
must  rise  at  5  a.m.  to  get  to  their 
jobs  by  8,  so  dense  is  the  traffic. 

Truth  is,  developed  Americans  no 
longer  know  what  development  looks 
like.  They  have  forgotten  their  own 
Wild  West  and  the  slums  and  sweat- 
shops of  only  a  few  generations  ago. 
The  death  rate  in  Lagos  is  lower  than 
in    the    countryside.    The    availal)ility 
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of  some  kind  of  modem  medicine  in 
the  city  makes  that  possible.  Those 
hustling  youngsters  in  the  Lagos 
streets  know  there  is  "gold"  there  as 
America's  immigrants  knew.  So  do  the 
well-to-do  who  hire  guards  for  their 
houses  at  $120  a  month! 

The  potential  for  turmoil,  clearly, 
is  tremendous.  Thus  there  is  a  firm 
understanding  among  those  in  power 
that  the  oil  money  must  be  invested 
wisely  to  provide  jobs  for  the  popula- 
tion that  is  overflowing  from  the 
farms  into  the  city.  Twenty  years  ago, 
Lagos  held  230,000  people;  today  its 
population  is  estimated  at  3  million, 
4  million,  you  guess  it.  And  the  same 
goes  for  other  cities. 

To  top  it  all,  Nigeria  as  a  nation  is 
an  often  uneasy  unity  of  peoples  as 
different  from  each  other  as  were  and 
are  the  Germans,  French  and  British. 
This  diversity  of  peoples  in  African 
nations  is.  often  misunderstood  or  dis- 
missed a^  "tribalism"  by  developed 
Westerners,  who  then  wonder  why 
Africans  get  so  defensive  about  it  in 
conversation.  The  Westerners  forget 
the  painfully  slow,  bloody  and  halting 
unifying  of  their  own  nations.  Italy's 
unity,  for  example,  and  Germany's 
were  completed  only  late  in  the  last 
century,  and  Italy's  is  still  shaky.  Tri- 
balism? What  do  you  call  the  sense- 
less .slaughter  in  Northern  Ireland? 
Or  the  French-English  split  in  Cana- 
da? To  say  that  Nigeria  is  "hope- 
lessly" steeped  in  tribalism  is  to  ignore 
the  fact  that  its  nationhood  is  still  in 
its  infancy,  its  economy  only  now 
emerging  from  subsistence  and  barter. 


The  fact  is,  Nigeria  is  making  im- 
pressive progress  toward  nationhood; 
tribalism  is  its  past,  but  a  nation  does 
not  shed  its  past  in  a  decade  or  two. 
Recognizing  regional  diversity,  the 
Nigerians  have  now  divided  their  own 
country  into  19  separate  states,  de- 
centralizing development  and  region- 
al power.  In  preparation  for  a  return 
to  civilian  rule  in  1979  they  have 
drafted  a  new  constitution  that  owes 
much  to  American  political  thought. 
It  calls  for  a  House  of  Representa- 
tives elected  on  the  basis  of  popula- 


1980  period.  But  already  some  proj- 
ects appear  more  crucial  than  others 
—two  domestic  oil  refineries  now,  ex- 
port refineries  during  the  next  plan 
period— and  there  is  recognition  that 
oil-rich  Nigeria  will  be  coming  to  the 
world  money  markets  to  borrow  for 
specific  projects  as  early  as  next  year. 
There  is  inevitable  waste.  "We  suf- 
fer excessive  waste  because  of  the 
speed  of  the  plans,"  says  John  Oye- 
gun,  who  is  one  of  the  government's 
top  economists.  But  some  waste  is 
tolerable  because  moving  the  money 


", . .  Nigeria,  in  one  way,  is  like  other 

oil-producing  nations  these  days:  one  of  the 
biggest  'boom  towns'  the  world  has  ever  known. . . . 


tion  and  a  Senate  with  a  fixed  num- 
ber elected  from  each  state.  It  envi- 
sions also  an  executive  president  who, 
with  his  handpicked  vice  president, 
will  serve  for  four  years. 

In  the  end,  however,  economics 
rather  than  politics  is  Nigeria's  big 
hope  for  unity,  for  overcoming  diver- 
sity. The  principal  instrument  Nigeria 
is  using  to  knit  up  and  advance  its 
people  is  the  $32-billion  Development 
Plan  to  be  financed  with  oil  money. 
Nigeria's  plan,  like  most  such  docu- 
ments in  today's  world,  sets  out  in 
great  detail  how  money  is  to  be  dis- 
bursed to  build  the  roads,  schools, 
housing,  factories,  sports  facilities,  pe- 
trochemical plants,  oil  refineries  and 
agricultural   projects   in   the    1975-to- 


around  the  country,  encouraging  de- 
velopment of  the  pr!nnanent  base  for 
a  future  diversified  economy,  gives 
more  and  more  people  a  stake  in  the 
nation.  No  accident  then  that  the 
first  priority  in  the  plan  is  the  $4  bil- 
lion for  education,  especially  Universal 
Primary  Education— that  is,  compul- 
sory primary  education  for  the  first 
time  in  Nigeria.  Its  intent  is  to  create 
a  new  generation  of  Nigerians. 

Another  priority  is  the  $660  mil- 
lion listed  in  the  plan's  defense  budget 
—but  by  latest  report  grown  into  the 
billions  of  dollars.  The  bulk  will  go, 
not  for  acquisition  of  sophisticated 
weaponry,  but  for  construction  and 
outfitting  of  barracks.  The  military, 
which   now   rules    the    country   from 
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Power,  Propaganda  And  Politics: 

Top  picture  shows  Brigadier  Oluse- 
gun  Obasanjo  speaking  for  then- 
Head  of  State  Brigadier  Murtala  Mo- 
hammed at  left.  Murtala  was  as- 
sassinated last  February.  His  reluctant 
replacement:  Brigadier  Obasanjo. 
Picture  above  shows  a  public  execu- 
tion in  Lagos.  Last  words  of  the  con- 
demned (their  crime  was  robbery) 
were  recorded  for  the  edification  of 
the  assembled  spectators. 
Below,  a  session  of  the  House  of 
Chiefs,  a  preindependence  conclave 
of  tribal  kings  and  chiefs  and  a 
precedent  of  sorts  for  efforts  to  trans- 
fer power  from  military  rule  to 
democratically  elected  leaders. 


the  center  and  through  a  local  military 
governor  in  each  state,  is  scheduled 
to  retire  to  barracks  in  1979.  It  is 
now  a  bloated  206,000-man  force; 
the  aim  is  a  150,000-man,  disciplined 
force.  They  must  have  good  facih- 
ties  to  go  to:  permanent  buildings  in 
each  of  the  19  states.  As  in  any  de- 
veloping nation,  an  army  is  a  potential 
breeding  ground  for  coups.  But  it  is 
also  potentially  a  unifying,  homogeniz- 
ing force. 

Nigerians  resent  foreigners,  but 
they  know  they  cannot  do  without 
them  if  they  are  to  build  the  schools 
and  barracks,  to  say  nothing  of  the 
factories  and  refineries.  There  is  a 
specific  questing  for  U.S.  business  in 
Nigeria,  a  plaintive  wondering  among 
Nigerian  ci\al  servants  and  busi- 
nessmen as  to  why  U.S.  business  is 
not  more  represented  in  Nigeria.  "We 
would  hke  to  see  the  Americans  come 
into  ventures  here,"  says  Ahmed  Us- 
man  of  the  New  Nigerian  Develop- 
ment Corp.— a  financial-economic  de- 
velopment organization  of  the  north- 
em  states— "because  I  think  you  can 
say  that  their  methods  of  management 
are    more    efficient.    We    need    that." 

U.S.  business,  of  course,  is  involved 
in  Nigeria's  oil,  both  in  production 
of  it— Mobil  and  Gulf  as  well  as  Phil- 
lips and  Ashland— and  in  oilfield  sup- 
plies and  services— Dresser,  Ingersoll- 
Rand,  HalHburton  and  others.  But  the 
principal  producers  in  Nigeria  are 
Shell  and  British  Petroleum.  Americans 
are  involved  in  banking— BofA  with 
a  full  commercial  bank;  Chase  and 
First  National  of  Chicago  with  mer- 
chant banking;  Morgan,  too,  in  a  con- 
sortium. But  the  principal  foreign 
banks  in  Nigeria  are  Standard  &  Char- 
tered and  Barclays.  It  figures:  Ni- 
geria was  until  1960  a  British  colony. 

The  largest  company  in  Nigeria— 
at  roughly  $1  billion  in  revenues— is 
the  trading  conglomerate,  United  Af- 
rica Co.,  a  subsidiary  of  the  Anglo- 
Dutch  giant,  Unilever.  But  Britain's 
prestige  is  fading;  the  U.S.',  despite 


temporary  setbacks,  remains  high. 

That  they  are  attracted  by  America 
—in  spite  of  political  difi^erences— is 
no  accident.  Like  ours,  Nigeria's  is  an 
upwardly  mobile  society.  The  young 
army  officers  who  today  rule  the  coun- 
try are  not  an  elite  from  "best"  fam- 
ilies. They  are  largely  sons  of  railway- 
men,  government  clerks,  fanners  and 
the  like.  The  London-  and  U.S. -edu- 
cated new  Nigerians  in  the  office 
buildings  of  every  city,  whether  they 
are  civil  servants  or  private  lawyers, 
have  both  a  desire  and  a  need  to 
make  money.  They  want  cars,  stereos, 
T\'s.  They  are  no  longer  living  in  a 
single-level  cement  house  with  a  cor- 
rugated iron  roof,  or  a  mud-and-wat- 
tle  hut  with  a  thatched  one.  They  are 
living  in  an  apartment,  or  a  house. 
They  are  no  longer  fattening  on  a  diet 
of  pounded  cassava  or  roasted  yam. 
They  are  eating  the  meat  and  want- 
ing the  tenderloin.  It's  all  well  and 
good  to  speak  of  making  sacrifices 
for  development;  the  fact  is  that  a 
higher  standard  of  hving  is  what  de- 
velopment is  all  about  for  everyone 
except  ideological  fanatics. 

Local  Talent 

Unlike  many  less-developed  coun- 
tries, Nigeria  already  has  a  function- 
ing indigenous  middle  class— the  mar- 
ket women,  after  all,  antedated  the 
coming  of  the  Europeans.  Thus  there 
are  a  lot  of  upwardly  mobile  people 
in  Nigeria;  18,000  Nigerians  go  to  the 
U.S.  alone  each  year  for  some  part  of 
their  education.  Nigeria  is  no  Saudi 
Arabia,  where  a  small  elite  of  princes 
and  others  control  the  incredible  oil 
wealth.  In  Nigeria  there  are  maybe  4 
million  people  with  what  are  called 
middle-class  aspirations  and  life-styles 
to  support.  There  are  another  20  mil- 
lion people  currently  thronging  the 
cities  and  their  outskirts,  coming  into 
the  cash  economy  as  construction 
workers,  messengers,  clerks,  peddlers, 
you  name  it.  The  balance  of  the  pop- 
ulation lives  on  subsistence  farming 
out  in  the  vast  country.  But  they,  too, 
only  await  their  turn,  or  their  chil- 
dren's turn,  to  move  into  the  modern 
world— for  better  or  worse. 

The  middle-class  tradition  in  Ni- 
geria is  a  product  of  history.  Nigeria 
was  never  an  ordinary  British  colony. 
Its  climate  and  terrain— its  endemic 
malaria— was  too  forbidding  to  the 
European.  So  there  was  no  colony  of 
permanent  British  settlers  or  farmers 
as  there  was  in  Kenya  or  Rhodesia. 
Nigeria's  population  was  too  spread 
out  to  form  a  convenient  market  for 
the  British  to  organize,  as  was  done 
in  cocoa-growing  Ghana. 

Today  the  country's  business  class 
is  working  to  supplant  the  foreign 
agents     who    have    enjoyed     a     mo- 
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", . .  It's  all  well  and  good  to  speak  of  making 
sacrifices  for  development;  the  fact  is  that  a  higher 
standard  of  living  is  what  development  is  all  about. . . . 


nopoly  in  Nigeria's  market.  One  such      has  the  skilled  labor  to  offer.  So  you 

wind  up  splitting  the  profits  to  get  the 
guy  you  trained. 


is  Aminu  Dantata  of  Dantata  Broth 
ers,  the  largest  indigenous  business 
organization  in  the  North.  The  Dan- 
tatas  are  in  road  haulage,  among  oth- 
er things.  Aminu  Dantata  recently  got 
fed  up  paying  agents'  commissions, 
so  he  went  directly  to  Japan  to  buy 
150  Hino  trucks.  "It  would  have  cost 
half  a  million  pounds  more  to  buy 
from  their  agent  here,"  says  Dantata. 
His  wood-paneled  oflBce  in  Kano  is  a 
stone's  throw  from  the  giant  and 
ancient  market  where  everything  from 
live  animals  to  fine  silks  is  sold  amid 
the  warren  of  stalls  and  shouting.  The 
contrast  is  stunning.  The  old  Nigeria 
lives   on   as   the   new   is   being  bom. 

A  messenger  enters  Dantata's  of- 
fice. Dantata  pardons  the  interruption 
and  hands  the  messenger  (who  genu- 
flects before  approaching  Dantata's 
desk)  about  $1,000  in  Nigerian  naira. 
The  messenger  shuflBes  off  and  Dan- 
tata relates  how  his  father  was  the 
chief  agent  and  customer  for  United 
Africa  Co.— when  it  was  called  the 
Royal  Niger  Co.  and  practically  ruled 
Nigeria.  But  United  Africa  and  others 
like  it  are  being  superseded  by  men 
like  Dantata. 

The  Nigerian  insistence  on  a  piece 
of  the  action  is  something  a  foreign 
businessman  must  live  with.  For  ex- 
ample, Nigeria  keeps  the  number  of 
foreign  personnel  you  can  bring  in  to 
an  absolute  minimum,  sometimes  to 
the  point  of  ineflBciency.  "It's  hell  get-* 
ting  a  man  into  the  country,"  says  a 
U.S.  engineer  working  on  a  project 
in  the  north.  "You  have  to  keep  going 
back  to  the  immigration  oflBce  again 
and  again.  ..." 

"Maybe,"  you  say  knowingly,  "the 
guy  at  the  immigration  oflBce  wants 
a  little  something." 

"You  mean  dash?  Look,  you  pay 
dash  or  grease  in  every  developing 
country.  .But  here,  even  when  you  do, 
they  only  let  the  guy  in  for  three 
months.  Then  he  has  to  leave  and 
come   back   and  you   start   all   over." 

Adapting  to  this  situation  is  not  so 
easy,  but  it  can  be  done.  "Sure,  we 
train  stu-veyors  and  engineers  here," 
this  same  American  says.  "But  then 
a  Nigerian  engineering  company 
sets  up  and  lures  our  guy  away  by 
oflFering  more  money  or  benefits  like 
a  car  loan— that's  very  important  here. 
Then  when  you  bid  another  job  it's 
suggested  you  form  a  joint  venture 
with  a  Nigerian  company,  like  this 
Nigerian    engineering    company    that 


In  some  fields,  the  profits  in  Ni- 
geria are  so  good  that  there  is  plenty 
of  cake  to  cut  up.  The  U.S.  and 
British  banks'  returns  on  capital  run 
35%  to  40%  and  more  annually.  The 
relatively  few  U.S.  construction  and 
engineering  firms  and  the  industrial 
companies  just  beginning  to  come, 
are  probably  doing  equally  well. 
Their  Nigerian  partners  would  make 
sure  to  see  to  that.  Nobody's  kidding 
anybody  in  Nigeria;  they're  just  cut- 
ting up  the  cake. 

Two  years  ago  there  was  a  decree 
listing  certain  kinds  of  businesses  and 
specifying  whether  they  had  to  be  40% 
Nigerian-owned    or    60%.     This     last 


summer  the  current  military  govern- 
ment upped  the  ante  and  decreed 
that  some  businesses  like  cosmetics 
and  perfume  manufactiu"e,  the  small 
retail  trade,  real  estate,  bus  services, 
etc.  had  to  be  100%  Nigerian.  Also, 
other  kinds  of  businesses— notably 
and  immediately  insurance  and  bank- 
ing—had to  be  60%  Nigerian-owned. 
This  frequently  rubs  Americans  the 
wrong  way.  Citibank,  which  had  a 
merchant  banking  operation  in  Ni- 
geria, took  a  walk.  Citibank  ex- 
plained that  a)  it  did  not  go  partners 
with  governments  anywhere  in  the 
world,  and  b)  it  did  not  put  the  Citi- 
bank name  on  any  operation  it  did 
not  own.  Citibank  had  explained  its 
terms  from  the  outset.  Still,  some  Ni- 
gerian oflBcials,  particularly  at  the 
Central  Bank,  were  surprised  and 
angered.  They  had  shared  the  prevail- 
ing Nigerian  opinion  that  a  market  of 
over  70  million  people  would  draw 
the  international  businessman  under 
any  conditions  they  might  impose. 
This  was— and  is— a  serious  miscal- 


Federalism— 
Nigerian  Style 

Tribalism  is  Nigeria's  past,  and  so  its 
future  will  depend  on  how  well  it  can 
reconcile  regional  and  linguistic  di- 
versity. The  nation  has  now  been  divided  into  19  separate  states. 
A  constitution  drafted  by  the  present  military  government—a 
return  to  civilian  rule  is  promised  in  1979— owes  much  to  Amer- 
ican political  thought,  it  envisions  a  House  of  Representatives 
elected  on  the  basis  of  population  and  a  Senate  within  which  all 
the  states  will  have  equal  votes. 
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The  aircraft  industry  kno>vs  us. 
The  automotive  industry  knows  us. 
The  marine  industry  kno^vs  us. 
The  petroleum  industry  knows  us. 
The  construction  industry  knows  us. 
The  paper  industry  knows  us. 
Even  tennis  fans  are  getting 
to  know  us;^ 

If  you  don't  know  us,  don't  you 
think  it's  time  you  did? 

Over  the  past  12  years,  our  stock  dividends  have  totaled  more 
than  55%  and  our  50th  consecutive  quarterly  cash  dividend 
was  paid  on  October  31,  1976. 

For  an  annual  report  that  tells  you  who  we  are  and  what 

we  do,  vvTite  us:  Grow  Chemical  G:»rporation,  345  Park  Ave., 

N.Y,N.Y  10022. 

Gro^v 
Chemical 

Lcadcr>  in  the  New  Tech noUv'N 


"W'c  are  the  sp(inscir  ot 
the  annual  Grow  U.  S 
Doubles  Tennis 
Championship.  The 
first  major  competition 
of  its  kind  in  America 
with  fjrand  prix  status. 


culation.  For  example,  two  years  ago 
Nigeria  turned  off  a  potentially  valu- 
able partner  in  Dow  Chemical.  Dow 
had  made  a  two-year,  determined  ef- 
fort to  arrange  a  joint  venture  in 
which  Dow  would  build  a  petrochem- 
ical plant  to  supply  both  Nigeria  and 
Dow's  operations  in  Europe  with  the 
basic  petrochemical  building  block, 
ethylene.  But  the  Nigerians  wanted 
Dow  to  build  a  smaller  facility,  to 
produce  polyvinyl  chloride  solely  for 
the  construction-oriented  current  Ni- 
gerian economy.  Dow  didn't  see  much 
in  the  deal,  and  didn't  want  to  em- 
ploy its  chlorine  knowhow  in  an  op- 
eration where  it  would  be  in  the  mi- 
nority. So  it  lost  interest  in  Nigeria. 
The  Nigerian  response  was  to  ask  why 
the  U.S.  Government  couldn't  force 
Dow  to  build  such  a  plant  and  make 
its  knowhow  available. 

The  Nigerian  attitude  toward  in- 
ternational business  is  like  that  of  any 
other  developing  country.  When  the 
lights  go  out  in  Nigeria,  as  they  fre- 
quently do  because  greatly  increasing 
demand  is  overloading  existing  power 
stations,  even  worldly-wise  Nigerians 
say:  "You  see.  Western  businesses 
send  us  their  shoddy  equipment." 

Compensations 

Despite  such  misunderstandings, 
the  attraction  of  Nigeria  remains.  The 
country  produces  now  something  over 
2  million  barrels  of  oil  a  day.  To  sus- 
tain that  rate  of  production  past  1979, 
further  development  and  exploration 
of  the  waters  of  the  Gulf  of  Guinea 
and  the  Bight  of  Benin  must  be  un- 
dertaken and  quickly. 

Happily,  the  prospects,  according 
to  a  U.S.  oilman,  are  very  good.  It  is 
estimated  that  Nigeria  has  22  billion 
barrels  offshore  and  on,  of  which  5 
billion  barrels  will  have  been  produced 
through  the  end  of  1976.  That  leaves 
a  17-billion-barrel  potential— although 
fully  a  third  of  it  is  completely  un- 
developed. It  will  take  capital  invest- 
ment now  to  assure  Nigeria  long-term 
production  of  the  2-million-barrel-a- 
day  target.  The  oil  companies  arc  ar- 
guing with  the  Nigerian  govcnimcut 
—which  owns  55%  of  every  concession 
—for  a  little  better  share  in  the  prof- 
its from  the  oil,  for  another  20 
cents  or  so  per  barrel. 

FoHBES  was  assured  by  the  top  ci\ - 
il  servant  in  the  Ministry  of  Petroleum 
Resources  that  the  matter  would  be 
resoKed  amicably.  "We  are  going  to 
work  out  incentives  for  the  companies 
to  do  greater  exploration  and  devel- 
opment," said  S.B.  Awoniyi,  immedi- 
ately citing  as  his  authority  the  Ni- 
gerian Independence  Day  (Oct.  1) 
speech  by  the  head  of  state,  Lt.  Gen- 
eral Oluscgun  Obasanjo. 

What   this   is   saying   is   that   oil    is 
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too  important  for  Nigeria  to  allow  po- 
litical rhetoric  to  interfere  with  its 
development.  In  industry,  the  situa- 
tion is  not  so  clear-cut,  but  here,  tOQ^ 
deals  advantageous  to  both  sides  still 
can  be  made.  The  3M  Co.  is  produc- 
ing Scotch  tape  in  a  plant  outside  La- 
gos in  return  for  the  right  to  bring 
its  hundreds  of  other  products  to  Ni- 
geria's market.  That  way  Nigerians  get 
training,  get  a  wage,  and  Nigeria 
makes  a  product;  and  the  American 
makes  a  profit  and  gets  a  market. 
Bechtel  took  on  supervision  of  a  hotel 
building  project:  It  wants  more,  and 
bigger,  jobs.  General  Electric  may  set 
up  a  spare  parts  depot  in  Lagos.  Fish- 
er Scientific  is  happy  with  its  initial 
$12-million  order  for  lab  equipment 
from  Nigeria's  big  education  budget. 

Even  in  agriculture,  U.S.  firms  are 
doing  business.  FMC  has  been  in  the 
north  for  2/2  years  doing  feasibility 
studies.  It  wants  to  get  going  on  an 


actual  growing  project.  There  are  de- 
lays—even payment  for  the  feasibility 
studies  involves  endless  wrangling 
—but  FMC  is  patient.  So  is  Tiffany  In- 
dustries of  St.  Louis,  which  after  two 
years  is  making  a  small  start  on  a 
vast  land-clearing  and  grain-growing 
scheme  in  middlewestern  Nigeria. 

Luckily,  in  Nigeria,  U.S.  business 
gets  the  aggressive  help  of  the  em- 
bassy commercial  attache,  a  nonstop 
U.S.  salesman  named  Harry  Cahill. 
The  embassy  in  Lagos  will  turn  hand- 
springs for  you,  will  see  that  your  let- 
ters get  to  the  right  Nigerian  office, 
will  take  messages  for  you,  will 
open  doors.  Under  Ambassador  Don- 
ald Easum,  it  is  one  of  the  hardest- 
working  embassies  on  behalf  of  U.S. 
business  that  Forbes  has  ever  seen. 

Harry  Cahill  explains:  Politically, 
there  is  not  much  love  lost,  publicly, 
between  the  U.S.  and  Nigeria.  The 
latter  would  sully  its  Third  World  cre- 


dentials, alas,  with  a  too-friendly  re- 
lationship with  the  U.S.;  in  touchy 
Africa,  perhaps,  the  best  profile  po- 
litically for  the  U.S.  is  a  low  one.  And 
so,  says  Cahill,  "the  skills  of  U.S.  busi- 
ness, U.S.  knowhow,  are  the  only  way 
we  are  going  to  fly  our  flag  in  this 
country,  the  only  way  we  are  going 
to  show  these  people  how  good  Amer- 
ica really  is.  Every  time  I  help  get  a 
U.S.  company  together  with  a  Ni- 
gerian, so  that  this  country  can  get 
the  benefit  of  U.S.  knowhow,  the  ex- 
ample of  how  we  reaUy  work,  then  1 
figure  I'm  doing  a  job  for  my  country." 
Cahill  has  sensed  a  very  deep  real- 
ity: Behind  the  hostility  openly  ex- 
pressed toward  the  U.S.  in  this  and 
other  Third  World  countries,  behind 
the  socialist  slogans  and  the  bitter 
rhetoric  against  multinational  compa- 
nies, there  remains  a  great  admira- 
tion of  and  need  for  what  the  U.S. 
has  to  offer.   ■ 


Roots,  Yes,  But  Not  Ties 


Alex  Haley's  bestselling  epic. 
Roots,  is  an  engrossing  account  of 
how  one  black  American  traced  his 
own  roots  back  to  a  West  African  an- 
cestor. It's  a  poignant  story  because  it 
fills  an  emotional  gap:  Almost  alone 
among  the  immigrant  groups  that 
make  up  the  American  people,  the 
blacks,  because  of  the  trauma  of  slav- 
ery, know  little  of  whence  they  came 
or  of  the  culture  of  their  forebears. 

What  Haley  has  done  for  millions, 
a  small  number  of  black  Americans 
have  done  on  their  own:  gone  to  Af- 
rica in  search  of  self.  And  what  have 
they  found?  By  and  large,  they  have 
found  what  so  many  other  Ameri" 
cans  have  found  about  the  lands  of 
their  origins:  that  you  can't  go  home 
again,  that  they  are  strangers  in  their 
ancestors'  homeland. 

It's  not  that  Nigerians  dislike  Amer- 
ican blacks;  it's  just  that  they  feel 
they  are  culturally  different.  It's  not 
that  American  blacks  tend  to  patron- 
ize Nigerians;  it's  just  that  they  be- 
come irnpatient  with  a  country  which 
is  not  as  well  organized  as  the  U.S. 
"These ^people  better  get  themselves 
together,"  says  a  black  American  of 
the  Nigerians.  "They  seem  to  think 
the  world  owes  them  a  living." 

Arthur  Ashe,  the  smart  and  articu- 
late black  American  tennis  star,  points 
out  that  though  we  tend  to  look  upon 
Africa  as,  monolithic,  it  is  not.  It  is  a 
diversity  of  peoples.  "What  ties  there 
are,  are  based  on  mutual  rejection  by 
the  white  man."  Therefore,  black 
Americans,  too,  share  only  this  now- 
fading  tie  with  Africans. 

Beyond  that,  there  are  clear  dif- 
ferences between  Africans  and  black 


Americans,  differences  of  manner 
more  than  of  complexion.  "Africans 
think  of  themselves  as  culturally  su- 
perior to  black  Americans,"  says  Ashe. 
Says  Representative  Yvonne  Burke, 
head  of  the  Congressional  Black  Cau- 
cus, "They  [Africans]  don't  have  a 
great  admiration  for  what  we  have 
achieved  in  this  country." 

What  this  means,  among  other 
things,  is  that  a  U.S.  company— or  a 
President-elect— making  a  point  of  fa- 
voring black  personnel  for  positions  in 
Africa  could  be  making  a  mistake. 
Nigerian  lawyer  O.N.  Efueye  puts  it 
well:  "Look,  this  doesn't  mean  we 
won't  deal  with  an  Afro-American,  or 
even  that  we  might  not  give  him  first 
consideration.  We  just  want  to  know 
that  he  is  competent;  that  he  is  well 
supported  by  the  organization  he 
represents,   and  that  he  will  be  re- 


spectful both  toward  us  and  our 
institutions." 

A  black  American  architect  think- 
ing about  getting  in  on  Nigeria's  con- 
struction boom  was  told  recently  by 
an  old  hand  in  Africa,  "You're  work- 
ing under  a  disadvantage.  You're 
black."  True  in  several  ways.  First, 
Africans  tend  to  be  suspicious  if  a  U.S. 
organization,  government  or  business, 
sends  a  large  number  of  blacks— it 
looks  patronizing.  Also,  educated  Ni- 
gerians in  a  job-short  country  may 
ask:  "Why  send  a  black  man  from 
America?  There  are  plenty  here." 

For  U.S.  companies,  what  it  boils 
down  to  is  this:  If  you  have  a  black 
executive  who  is  equally  well  fitted  to 
do  a  job  in  Oslo  or  one  in  Lagos, 
send  him  to  Oslo;  you'll  score  no 
points  for  tact  or  finesse  by  sending 
him  to  Nigeria.  — J.F. 


West  Africans  Caught  In  The  19th-century  Slave  Trade:  You  can't  go  home  again. 
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Ninety-Two  Years  Young 

These  may  be  uncertain  days  for  capital 
goods,  but  Harnischfeger  has  no  complaint. 


In  the  stately,  and  lately  uneasy, 
world  of  the  capital  goods  business, 
Milwaukee-based  Harnischfeger  Corp. 
has  been  carrying  on  in  a  remarkably 
high-spirited  way.  As  recently  as  1970 
its  Fciles  were  under  $150  million,  just 
about  where  they  were  four  years 
earlier,  and  the  company  brought 
barely  more  than  1%  of  it— just  $1.8 
million— to  the  bottom  line  as  net  prof- 
it. (At  that,  1970  was  a  distinct  im- 
provement over  1969,  when  Harnisch- 
feger barely  broke  even  on  sales  of 
$141  million.) 

Since  then,  Harnischfeger's  sales 
have  nearly  tripled,  and  its  net  profit 
has  increased  more  than  thirteenfold. 
Having  netted  around  $24  million  on 
sales  of  an  estimated  $430  milhon  in 
fiscal  1976  (ended  Oct.  31),  Hai-- 
nischfeger's  return  on  sales  is  now 
5.6%,  its  return  on  equity  15.2%. 

Such  numbers  might  be  routine 
from  a  hot  little  computer  outfit.  But 
from  a  92-year-old  machine  manu- 
facturer, they  are  astonishing.  In  fact, 
they  document  the  ability  of  one  old 
family-run  business  to  break  with  its 
past  in  order  to  brighten  its  future.  "It 
didn't  happen  all  of  a  sudden,"  Presi- 
dent Henry  Harnischfeger  recalled 
with  a  wry  laugh  recently.  "I  hope  I 
never  have  to  spend  another  ten  years 
like  I  did  in  the  1960s." 

Founder  Henry  Harnischfeger,  a 
German  immigrant  toolmaker,  and  his 
son  Walter,  who  served  as  president 
and  then  chairman  until  he  retired  in 
1970,  had  run  the  company  pretty 
much  as  a  small  family  affair.  When 
grandson  Henry,  Walter's  boy,  joined 
the  company  in  1950,  80%  of  the  stock 
was  still  controlled  by  Harnischfeger 
interests.  But  young  Henry,  a  burly, 
blunt-spoken  man  who  spent  two  years 
with  the  company  as  a  machinist's  ap- 
prentice, and  another  year  apprentic- 
ing in  a  steel  mill  before  joining  man- 
agement, had  other  ideas.  When  he 
became  president  in  1958,  he  set 
about  updating  Harnischfeger. 

Burdened    with    debt    and   with   a 


make  a  go  of  such  things  as  prefabri- 
cated homes,  diesel  engines  and  weld- 
ing equipment.  "We  thought  we  had 
a  good  thing  in  diesels,"  says  Vice 
President  for  Finance  WiUiam  Car- 
ter, by  way  of  example,  "but  suddenly 
we  realized  that  if  we  were  really  go- 
ing to  make  o\ir  mark  in  that  business, 
we  would  have  had  to  put  in  an  in- 
vestment that  was  larger  than  the  to- 
tal investment  of  the  company." 

So  Henry  Harnischfeger  decided  to 
bet  his  money  on  what  the  company 
has  always  done  best.  The  welding 
and   diesel    divisions   were    sold,    and 


Harnischfeger's  timing  couldn't 
have  been  better.  The  devaluation  of 
the  dollar  in  1972  helped  all  U.S.  ma- 
chinery companies  sell  overseas.  The 
oil  embargo  the  following  yeai"  cre- 
ated a  new  interest  in  coal  mining, 
which  in  turn  created  a  good  market 
for  Harnischfeger's  shovels.  The  com- 
pany had  never  been  sbong  in  coal 
because  it  did  not  make  the  big  strip- 
ping draglines  favored  by  the  coal  in- 
dustry. But  the  opening  up  of  west- 
ern coal  fields,  where  the  coal  is  closer 
to  the  surface  and  can  be  stripped 
without  draglines,  should  make  Har- 
nischfeger more  competitive  with 
companies  like  Bucyiiis-Erie  and  Mar- 
ion Power  Shovel,  whose  draglines 
and  shovels  have  dominated  the  coal 
industry.  And  as  more  Harnischfeger 
machines  go  into  the  market,  there 
will  be  more  of  the  lucrative  business 


". . .  'Our  position  overseas  was  an  asset  that 
didn't  appear  on  the  balance  sheet/  says  Henry 
Harnischjfeger,  'but  it  paid  off/  . . ." 


prefabricated  homes  quietly  phased 
out.  The  company  was  then  reorga- 
nized into  two  major  divisions,  con- 
struction and  mining,  and  industrial 
and  electrical  products  (which  in- 
cludes material  handling  equipment 
and  the  large  overhead  cranes  where 
Harnischfeger  is  the  industry  leader 
with  25^  of  the  market). 

A  series  of  public  stock  ofterings 
( three  in  the  last  five  years )  increased 
public  ownership  of  the  company  and 
diminished  the  Harnischfeger  family's 
percentage— today,  the  family  controls 
less  than  10%  of  the  common. 

With  the  money  from  the  equity 
ofterings  plus  .some  long-term  financ- 
ing, Henry  Harnischfeger  was  able  to 
more  than  double  plant  capacity,  thus 
reducing  his  dependence  on  subcon- 
tractors and  enabling  him  to  take  ad- 
vantage of  the  surge  in  demand  for 
construction  and  mining  equipment 
that  began  in  the  early  1970s.  Long 
active  in  overseas  markets,  the  com- 
pany was  easily  able  to  divert  excess 
domestic  production  overseas  to  meet 
burgeoning    demand    from    the    Mid- 


dle East  and  South  Africa.  By  the 
stock  price  well  below  book  value,  the  end  of  this  year  close  to  40%  of  the 
company  was  hard-pressed  to  raise  the      company's    U.S.    production    will  be 


money  it  needed  to  grow.  In  addi- 
tion to  its  major  businesses  in  the  man- 
ufacture of  construction  cranes  and 
mining  shovels,  it  was  also  trying  to 


sold  abroad.  "Oiu"  position  overseas 
was  an  asset  that  didn't  appear  on 
the  balance  .sheet,"  says  Hamischfcg- 
er,  "but  it  paid  off." 


in  replacement  parts,  which  can  sus- 
tain profits  when  demand  for  new 
machines  is  weak. 

Harnischfeger  still  has  growing 
pains.  What  cash  is  generated  is 
quickly  used  up  in  plant  expansion 
and  machine  tools  to  produce  a  line  of 
larger  shovels  for  coal;  so  the  com- 
pany will  have  to  continue  to  rely 
on  outside  financing.  Difficulties  were 
experienced  this  year  in  .shifting  pro- 
duction of  its  large  crawler  cranes  to 
a  plant  in  Escanaba,  Mich.;  a  move 
necessitated  by  the  need  for  more  pro- 
duction space  in  its  Milwaukee  plant 
to  fill  orders  for  overhead  cranes  and 
mining  shovels.  This,  combined  with  a 
continuing  weakness  in  demand  Irom 
the  U.S.  construction  industry,  caused 
third-quarter  earnings  to  bo  down 
from  the  same  period  a  ye-ar  ago. 
But  1976  as  a  whole  was  the  fourth 
year  in  a  row  of  growth  in  sales  (the 
seventh  year  in  earnings),  and  Henry 
Harnischfeger  looks  like  he  has  got 
the  hang  of  it. 

In  1970  when  Hemy  Harnischfeger 
announced  that  his  company  would 
double  sales  and  earnings  in  five 
years,  not  many  people  believed  hini. 
Well,  he  did  it  in  thiee.  This  year 
when  h'-'  said  sales  and  earnings 
would  again  double  in  five  years,  peo- 
ple were  prepared  to  believe  in  a  92- 
year-old  growth  company.  ■ 
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By  manufacturing  products  for  just 
about  everything  that  moves.  From 
trailers,  cars,  ships,  trains,  and  planes,  to  the 
industries  of  aerospace  and  recreation. 
Plus  the  materials  handling  equipment  needed 
to  move  goods  from  one  form  of  transportation 
to  another 

To  see  where  it's  taking  us,  v/rite  for  our  Annual 
Report.  Fruehauf  Corporation,  Dept.  FO-126, 
10900  Harper,  Detroit,  Michigan 
48232.  Total  Transportation ...  the 
World  of  Fruehauf . . .  v\^e're  rolling. 


We  make 

the  wheels  for 

your  car 


The  trailers 
for  your 
business. 


We  even  help 

build  the  roads 

you  roll  on. 


to  get  our  name  across 
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Olin  Corporation,  Stomtord,  Conn.  0A904 


/ 


In  just  seven  short  years  Olin  skis  have  become  tops  in 
alpine  skiing  circles.  We  went  about  it  the  way  we  go  about 
all  our  business— meticulously. 

First  we  designed  a  truly  high  performance  ski.  Then 
we  put  together  professional  racing  and  freestyle  teams  to 
prove  our  skis  where  it  counts— on  the  slopes.  Effective 
marketing  has  helped  earn  us  the  number  one  position  in 
high  quality  skis  in  America.  Our  growth  rate  has  been 
unparalleled  in  the  ski  business.  ^^1^^/ 

But  getting  down  to  brass  tacks,  most  of  the  things 
Olin  makes  don't  bear  our  name.  Did  you  know  we've  helped 
produce  just  about  every  dime,  quarter,  and  half  dollar 
made  in  this  country  today  with  our  exclusive  Posit-Bond"' 
process?  Olin  Brass  helps  get  your  car  started,  your  com- 
puter computing,  and  your  TV's  vertical  and  horizontal 
holds  holding.  Olin  Agricultural  Chemicals  help  put  food 
on  your  table.  And  our  dry  chlorine  prevents  swimming 
pools  from  becoming  harbors  for  disease. 

Whatever-  business  we're  in  we  make  it  a  point  to  be 
the  best.  Our  name  is  on  the  line  even  though  our  name 
might  not  be  on  the  product.  %%  —^ 
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We  know 
the  mountai] 

But  it  takes 
a  partnership 

effort  for 
success. 
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BUSINESS  INSURANCE 
IS  A  PARTNERSHIP  It  takes  a 
knowledgeable  insurance  com- 
pany to  provide  guidance  and 
direction  to  help  prevent  losses. 
Plus  a  policyholder  who's  will- 
ing to  work  hard  on  his  own  be- 
half. Because  in  the  long  run, 
the  only  way  a  business  can 
keep  its  insurance  costs  down 
is  by  keeping  its  losses  down. 

If  your  goal  is  to  take  your 
company  to  new  levels  of  suc- 
cess, controlling  your  business 
insurance  costs  is  a  necessity. 
When  you  work  with  the  people 
who  know  business  insurance 
like  nobody  else  in  the  business, 
you've  got  a  leg  up  on  reaching 
your  goal. 


Come  to  the  source 


^^^f^^?^ 


Employers  Insurance  of  Wausau 

Wausau,  Wisconsin 
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Calculated 
Risk 

Monsanto  stands  to 
make— or  lose— a  bundle 
in  plastic  bottles. 

One  question  continually  tantalizes 
chemical  producers:  Why  not  also 
make  the  end  products  and  reap  the 
value-added  profits  too?  In  plastic  soft- 
drink  bottles,  du  Pont  decided  to  re- 
main a  raw  material  supplier;  Mon- 
santo, in  what  is  shaping  up  as  an 
act  of  corporate  daring,  decided  to 
take  the  plunge. 

Monsanto's  tough,  lightweight  Cy- 
cle-Safe bottles  are  made  principally 
from  acrylonitrile.  It  is  the  world's 
largest  producer  of  the  stuff.  It  is  sell- 
ing them  in  a  32-ounce  size  to  Coca- 
Cola  Co.,  which  has  just  begun  pro- 
moting them  aggressively  in  New 
York  and  ten  other  cities.  They  have 
about  a  year's  headstart  on  the  com- 
petition. Pepsi-Cola's  64-ounce  bottle, 
made  by  outside  manufacturers  from 
du  Pont-produced  polyethylene  ter- 
ephthalate  (PET),  won't  appear  until 
next  year. 

Downside  Risk 

Even  so,  Monsanto  could  lose  a 
bundle  on  Cycle-Safe,  or  earn  such 
marginal  profits  that  its  decade-long 
development  effort  would  seem  like  a 
gross  waste  of  time— and  of  corporate 
assets.  One  stumbling  block  is  that  its 
acrylonitrile  resin  is  not  strong  enough 
for  use  in  64-ounce  bottles,  now  the 
fastest-growing  size  on  the  market. 
Another  is  that  Monsanto,  which  is 
using  bottle-maldng  equipment  of  its 
own  design,  currently  has  its  hands 
full  with  production  bugs. 

James  J.  Kerley,  Monsanto's  chief 
financial  officer,  concedes  that  the 
Cycle-Safe  division  is  still  in  the  red, 
even  with  the  recent  swing  into  full 
production,  'and  that  he  doesn't  see 
any  black  ink  until  1978  at  the  ear- 
liest. By  then  Monsanto,  which  has 
already  sunk  $60  million  into  15  pro- 
duction lines  and  spent  "considerably 
more  than  that"  on  research  and  de- 
velopment, may  have  invested  well 
over  $100  million. 

If  Cycle-Safe  is  a  bust,  it  could  give 
Chairman  Jolin  W.  Hanley  and  his 
management  a  painful  write-off  and  a 
temporary  black  eye.  If  successful,  it 
could  make  a  neat  contribution  to 
Monsanto's  total  take— some  $400  mil- 
lion net  on  sales  of  over  $4  biUion. 

Isn't  that  the  sort  of  calculated  risk 
managements  are  paid  to  take.  ■ 


It's  easy  to  see 
why  Ferro's  growing... 


Total  Sales 
Frit  Group 


Pre-Tax  Income 
Frit  Group 
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just  look  around  you. 


Frit,  the  basic  ingredient  in  porcelain  enamel  and  ceramic  glazes, 
continues  to  be  Ferro's  most  important  product.  Over  five  years 
frit  sales  have  stayed  steady  at  about  36%  of  total  sales  while 
pre-tax  income  from  frit  ranged  from  a  low  of  38.5%  to  a  high  of 
57.3%.  So,  in  its  basic  product  area,  Ferro  remains  strong.  You  see 
Ferro  frit  and  other  specialty  materials:  coatings,  colors,  ceramics 
and  specialty  chemicals  in  products  you  see  and  use  every  day  . . . 
paint,  glass,  cookware,  wall  tiles,  industrial  noise  control  curtains, 
appliances  and  more.  Just  look  around  you.  What  you  can't  see 
is  how  Ferro's  decentralized  approach  to  product  development 
around  the  world  gives  Ferro  the  flexibility  to  respond  quickly  to 
needs  . . .  anywhere.  You  can  read  about  it  in  Ferro's  1975  Annual 
Report.  For  your  copy,  write:  Department  F,  Ferro  Corporation, 
One  Erieview  Plaza,  Cleveland,  Ohio  44114. 
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Fly  l\le,  I'm  Russian 

The  Soviets  are  making  a  new  bid  for  the 
U.S.  market.  Besides  trying  to  sell  us  cars, 
they're  now  pushing  airliners. 


LEO^aD  Brezhnev  says  the  U.S.  po- 
litical campaign  caused  the  cooling 
of  detente.  With  our  election  over, 
it's  back  to  business  as  usual— or  .so 
the  Soviet^  leader  apparendy  feels. 
The  Russians  are  busily  planning  to 
increase  their  manufactured  exports 
to  the  West,  and  in  the  big  U.S.  mar- 
ket they  are  putting  their  chips  on 
two  rather  unlikely  products:  air- 
planes and  automobiles. 

"Don't  say  we  are  pushing  any- 
thing," warns  Eugene  Bahtiarov, 
closemouthed  transportation  special- 
ist at  the  Soviet  trade  mission  in 
Washington.  "This  is  just  usual,  every- 
day work." 

Those  denials  to  the  contrary,  some- 
thing unusual  is  indeed  afoot. 

Item:  ICX  Aviation,  a  small  U.S. 
firm,  is  working  to  redesign  a  30- 
passengcr  Russian  airliner  for  sale 
here.  The  plane,  which  would  com- 
bine the  frame  of  the  Soviet  Yak-40 
with  U.S. -made  engines  and  elec- 
tronics, fills  a  void  between  small  and 
large  jets.  The  hybrid  craft  could  be 
attractive   to   commuter  carriers,   and 
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the  Soviet  government  is  acti\  ely  sup- 
porting the  project  by  displaying  its 
eight-year-old  plane  at  current  inter- 
national air  shows. 

Item:  Satra  Motors,  another  U.S. 
company  that  trades  with  the  Soviets, 
recently  signed  a  contract  with  the 
Georgia  Ports  Authority  to  build  a 
$2.1-million  "predelivery  center  and 
spare  parts  depot"  in  Savannah.  It 
will  import  the  Lada,  a  Russian-built 
Fiat,  beginning  late  in  1977.  Satra 
says  it  will  sell  25,000  cars  a  year 
here.  Its  Georgia  facility  will  employ 
150  workers  initially— pos.sibly  includ- 
ing a  few  Soviet  nationals. 

What's  up?  Given  the  Russians'  im- 
age and  their  reputation  for  poor 
workmanship,  these  thrusts  are  clear- 
ly no  threat  to  General  Motors  or 
Boeing.  It  might  make  more  econom- 
ic sense  for  the  Soviets  to  market 
products  like  textiles  and  hand  tools, 
where  brand  names  and  service  are 
less  important.  But  they  cherish  the 
prestige  that  goes  with  marketing  so- 
phisticated assembly-line  items.  How 
good  it  would  make  the  Kremlin  feel 


A  jet-Age  DC-3?  The  Russians 
hope  modified  versions  of  these 
Yak-40  airliners  will  yield  fat 
export  profits.  In  the  West, 
they  are  flown  today  by  only  one 
short-haul  Italian  carrier.  A  big 
sales  push— with  ad  campaigns  and 
air  show  visits— is  now  on. 


to  read  in  Pracda  about  Americans 
lined  up  to  buy  Russian  cars!  Or  to 
see  Russian  aiiplanes  flying  in  the 
land  that  invented  the  airplane! 

The  export  drive  is  also  a  measure 
of  the  Soviets*  desperate  need  for 
foreign  exchange.  The  U.S.S.R.  has 
a  foreign  debt  of  over  $15  billion  and 
a  growing  $6-billion  trade  deficit. 
Last  year  their  attempts  to  earn  more 
hard  currency  by  selling  oil  were 
snagged  by  consumption  declines  in 
Europe  and  Japan.  Manufactured 
goods  now  represent  less  than  10%  of 
total  exports,  but  gosernnienl  leaders 
singled  them  out  for  growth  at  Feb- 
ruary's Communist  Party  Congress. 

The  Russians,  of  course,  have  been 
trying  to  sell  their  cars  on  the  world 
market  for  years  (Forbes,  Oct.  15, 
1974).  Currently,  nearly  205^  of  tlu« 
680,000  annual  Lada  production  run 
is  exported— but  mostly  to  Eastern  Eu- 
rope and  Cuba.  Western  importers 
can  get  the  Ladas  for  $1,200-$  100 
less  than  Communist  ciistonuMS  pa\ 
—but  sales  are  poor  divspite  the  low 
prices.    Last  year  fewer   than    20,000 
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Inthewodd 

of  fbie^  exdbai^je, 

youneedthe 

wisdcMn  of  the  Pyramid. 


In  olden  times,  the  pyramid  stood  for  a  kind  of 
knowledge  that  few  possessed. 

In  Uxmy's  world  oi  foreign  exchange,  the  Bankers  Trust 
Pyramid  stands  for  very  much  the  same  thing. 

For  half  a  century,  the  knowledge  and  experience  of  our 
traders  has  been  one  of  the  cornerstones  ofour  reputation 
in  the  field. 

This  experience  is  extremely  valuable  in  dealing  with 
the  complexities  of  day-to-day  trading,  and  becomes 
crucial  in  times  of  political  volatility  or  in  other  circum- 
stances which  affect  the  markets. 

While  our  traders  operate  out  of  offices  in  the  seven 
principal  foreign  exchange  centers  of  the  world  (among 
others),  our  capacities  are  global.  We  are  effectively 
making  mar4cets  around  the  world  24  hours  a  day. 

The  quality  ofour  execution  is  another  hallmark  ofour 
reputation.  Because  we  are  constantly  buying  and  selling, 
as  well  as  handling  large  trades,  we  can  often  maintain- 


even  during  periods  of  currency  and  monetary  crises— an 
access  to  marlcets  that  not  every  bank  can  claim. 

To  back  up  our  traders  in  key  locations,  we  have  market 
trend  advisors  with  an  additional  sort  of  expertise.  They  keep 
our  customers  informed  and  current  on  aeveloping  trends 
in  the  market,  focusing  on  the  nature  and  scope  of 
their  risks. 

But  our  expertise  isn't  limited  to 
foreim  exchange.  Wherever  you  see 
the  Bankers  Trust  Pyramid,  you're 
dealing  with  a  full  service  bank  in  the 
fullest  sense  of  the  word,  with  the 
capacity  to  raise,  lend  and  manage 
money  worldwide. 

Whatever  your  needs,  a  visit  to  the 
Pyramid  can  be  a  rewarding  experience. 

Bankers  Trust  Company 


New  York,  London,  Birmingham,  Milan,  Paris, Tokyo,  Singapore  and  Nassau.  International  Banking  Subsidiaries  in  Chicago,  Houston,  Los  Angeles 
and  Miami.  Affiliated  Institutions  in  Toronto,  Brussels,  London,  Frankfurt,  Rome,  Zurich,  Panama  City,  Buenos  Aires,  Sydney,  Hong  Kong  and 
Bangkok.  Representative  Offices  in  Chicago,  Houston,  Los  Angeles,  San  Francisco, Toronto,  Vancouver,  Manchester,  Brussels,  Copenhagen,  Madrid, 
Rome,  Mexico  City,  Bogota,  Buenos  Aires,  Caracas,  Rio  de  Janeiro,  Sao  Paulo,  Lagos, Tunis,  Beirut, Tehran,  Hong  Kong,  Bangkok,  Jakarta,  Manila, 

Seoul,  Sydney  and  Taipei.  Member  Federal  Oeposit  Insurance  Corporation   ©  Bankers  Trust  Company 


Step  On  It:  This  Lada,  a  Soviet-built  Fiat,  will  soon  hit  U.S.  showrooms.  Its 
importers  are  now  busy  lining  up  dealers  and  meeting  air  pollution  standards. 


units  were  sold  in  Britain,  France, 
West  Germany  and  Italy. 

This  export  push  comes  even 
though  Soviet  citizens  still  have  to 
wait  years  to  buy  cars.  "The  govern- 
ment's objective  is  to  get  hard  cur- 
rency, not  to  put  the  Soviet  Union 
on  wheels,"  explains  Leon  Goure,  a 
trade  expert  at  Miami  University's 
Center  for  Advanced  International 
Studies.  Earnings  from  auto  sales 
help  pay  for  more  important  things- 
like  U.S.  wheat. 

Satra,  a  subsidiary  of  a  private  New 
York  firm  that  makes  most  of  its  mon- 
ey importing  Soviet  chrome  ore,  will 
have  a  tough  time  promoting  Russian 
cars— even  if  it  sets  a  low,  low  price 
{see  box).  To  begin  with,  its  record 
for  merchandising  Soviet-made  Belo- 
va",  farm  tractors  isn't  good.  Satra  has 
been  offering  them  since  1974  and 
will  import  only  600  units  this  year. 

Though  the  Lada  (Russian  for 
"nke  thing")  is  modeled  after  the 
Fiat  124  sedan— which  the  Italians 
stopped  selling  here  two  years  ago— 
one-third  of  its  parts  are  not  inter- 
changeable. That  means  dealers  must 
carry  duplicate  stocks.  Also,  the  Lada 
is  heavy  and  rough-riding,  beefed  up 
for  bumpy  Russian  roads. 

Prospects  are  somewhat  better  in 
the  U.S.  for  Soviet  airplane  sales.  The 
Yak-40  has  a  market  niche  (though 
there  is  co.ne  uncertainty  about  de- 
mand for  a  30-passenger  jet),  and  a 
new  assembly  approach  combines 
Russian  and  U.S.  production  tech- 
niques. "We're  talking  about  an  air- 
craft that  will  be  up  to  80%  American 
in  terms  of  dollar  cost,"  explains  Dale 
Lewis,  who  runs  ICX  Aviation.  It  is 
owned  by  his  Washington-based  firm. 
Intercontinental  Computer  Exchange, 
which    has    handled    data    processing 


exports  to  the  Soviet  Union. 

Lewis'  idea  is  to  put  U.S.  engines 
made  by  Signal  Cos.'  Garrett  Corp. 
(Nov.  15)  and  electronics  (made  by 
Rockwell  International's  Collins  Ra- 
dio group)  on  a  low-cost  Soviet  air- 
frame. The  Russians  have  already 
built  700  Yak-40s— named  for  design- 
er Alexander  Yaklovlev— so  more  pro- 
duction will  be  easy  for  them.  "We'll 
offer  a  plane  that  is  the  jet  equivalent 
of  the  DC-3  for  under  $2.5  million- 
about  half  what  it  is  worth  by  inter- 
national standards,"  Lewis  explains. 
ICX  even  envisions  military  orders; 
it  quiedy  tried  to  bid  on  a  41 -plane 
Coast  Guard  contract  last  spring. 


There  are,  of  course,  problems. 
ICX  claims  venture  capitalists  will 
fund  its  $10-million  development  pro- 
gram, but  the  Federal  Aviation  Ad- 
ministration must  certify  the  air- 
worthiness of  all  new  planes  sold 
here.  That  is  a  long,  expensive  pro- 
cess; and  ICX  has  hired  James  Dow, 
FAA's  former  acting  director,  to  shep- 
herd its  application.  Lewis  says  the 
Soviets  will  cover  certification  costs. 

Once  the  X-Avia— as  the  hybrid 
craft  is  now  named— comes  on  the  mar- 
ket, are  there  really  U.S.  buyers  for 
it?  None,  argues  Allegheny  Airlines' 
Richard  Spaulding,  who  was  sales 
manager  for  a  money-losing  Fairchild 
Industries  attempt  to  market  a  simi- 
lar plane  in  the  late  Sixties:  "Operat- 
ing costs  are  just  too  high;  no 
short-haul  carrier  can  aflFord  a  jet  even 
if  it  costs  less  than  $3  million."  Other 
airline  men  disagree.  "I've  flown  the 
Yak-40,  and  it's  a  great  plane,"  says 
William  Magruder,  executive  vice 
president  of  Piedmont  Aviation.  He'd 
prefer  an  all-U.S.  version,  but  feels 
there  is  a  firm  commercial  demand  for 
over  200  small  passenger  jets.  The 
Government,  he  adds,  might  buy  200 
as  well.  Would  Magruder  want  his 
airline  to  be  the  first  with  Russian 
equipment?  "Obviously  not." 

In  the  end,  Soviet  cars  and  air- 
planes may  never  be  more  than  curi- 
osities here.  Why  are  the  Soviets  buck- 
ing such  improbable  marketing  odds? 
"The  Soviets  have  absolutely  no  con- 
cept of  salesmanship  or  demand,"  con- 
cludes one  government  observer.  "The 
word  comes  down  to  start  exporting 
something  and  they  just  do  it."  ■ 


What  Price  Polish  Golf  Carts? 


Prices  in  the  Soviet  Union  and  other 
planned  economies  are  set  by  govern- 
ment fiat.  As  a  practical  matter,  bu- 
reaucratic planners  are  rarely  con- 
cerned with  actual  costs.  So,  when 
exports  are  the  goal,  there  is  a  natural 
tendency  to  sell  cheap.  Units,  not 
profits,  measure  socialist  success. 

That  can  benefit  overseas  custom- 
ers, but  it  can  also  make  trouble 
aplenty  for  the  Russians.  Forcing  your 
domestic  buyers  to  subsidize  penetra- 
tion of  foreign  markets  is  called 
dumping.  If  it  throws  U.S.  workers 
out  of  jobs,   it  is   against   U.S.   law. 

All  this  can  raise  thorny  political 
problems— especially  if  the  U.S.  starts 
importing  more  manufactured  goods 
from  Communist  countries.  The 
toughest  legal  test  so  far  involves  golf 
carts  from  Poland.  Five  years  ago, 
they  began  coming  into  this  country 
under  the  brand  name  Melex.  Priced 
below  $500  per  car,  Melex  quickly 
managed   to   snaffle   a   20%   share   of 


the    market    for    country-club    fleets. 

In  1974  Outboard  Marine— a  firm 
that  has  since  gone  out  of  the  golf 
cart  business— filed  a  dumping  com- 
plaint. The  Poles  argued  that  they 
were  not  selling  for  less  in  the  U.S. 
than  at  home:  Poland  has  no  golf 
courses;  Melex  was  manufactured  ef- 
ficiently and  just  for  export.  This 
touchy  economic  issue  drew  the  per- 
sonal attention  of  President  Ford  and 
Polish  leader  Edward  Gierek  when 
the  two  met  that  fall. 

The  case,  a  boon  to  some  Washing- 
ton lawyers,  still  drags  on.  Based  on 
cost  comparisons  with  a  Canadian 
manufacturer,  the  Treasury  Depart- 
ment found  that  Melex  was  imported 
at  $150  less  than  "fair  value."  The 
Poles  unilaterally  agreed  to  limit  sales 
to  8,500  units  a  year,  and  no  dumping 
duty  has  yet  been  imposed.  The  prob- 
lems of  socialist  accounting  will  sure- 
ly cause  more  trouble  if  East-West 
trade  continues  to  grow. 
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chance  to  4is^point 


men 


Frank  Borman,  President,  Eastern  Airlines 


There's  no  better  way  to  ruin 
'  a  perfect  flight  than  to  make  a 
customer  wait  for  his  bags.  Keep 
him  waiting  too  long,  and  you're 
likely  to  lose'  a  good  customer. 

Eastern  believes  that  a  good 
way  to  keep  a  customer  happy  is  to 
get  his  suitcase  to  the  baggage 
claim  area  ahead  of  him.  It's  not 
always  possible,  but  at  the  95 
airports  we  serve,  we're  trying  to 
make  it  happen. 

Our  baggage  handlers 
have  to  hustle.  Their  goal  is 
simple:  get  your  suitcase  from 
plane  to  baggage  claim  almost  as 


fast  as  you  can  walk  the  same 
distance.  There's  no  simple  way  to 
do  it;  we  just  have  to  be  organized 
and  ready  to  move  when  a  plane 
lands. 

The  "Buirs  Eye"  System 
cuts  losses  and  delays.  Some- 
times the  daily  flow  of  baggage  can 
stagger  even  the  most  organized 
crew.  We're  trying  different  ways 
to  solve  that  problem.  For 
example,  at  Miami  International 
Airport,  Eastern  has  built  a  proto- 
type computer-operated  baggage 
scanner  that  sorts,  routes  and 
delivers  baggage  to  the  right 


airplane  quickly  accurately  and 
efficientiy 

99.4%  ofall  bags  we 
handle  go  through  without  a 
hitch.That's  a  pretty  good  record, 
since  we  handle  over  40  million 
bags  a  year,  but  we  know  we  have 
to  improve  it.  Because  sometime^ 
we  goof.  Sometimes  we  mishandle 
a  suitcase.  If  it's  yours,  what  good  is 
a  pretty  good  record? 

We  know  there  are  a  lot  of 
airlines  out  there  you  could  fly 
besides  Eastern.  So  if  we  want  you 
to  fly  Eastern  all  the  time,  we  have 
to  earn  our  wings  every  day. 


^  EASTERIM  THE  WINGS  OF  MAN 


THE  WINGS  OF  MAN  •  IS  A  h::GISTEREO  SERVICE  MARK  OF  EASTERN  AIR  LINES,  INC 
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Co  ^n^Ho  home/ 
fteededene^. 


Tenneco-a  family  of  growing  companies. 
And  here's  our  family  album. 


The  pictures  at  the  left  illustrate  some  impor- 
tant members  of  our  corporate  family. 
Together,  they  represent  Tenneco's  plan  for 
the  kind  of  basic  business  diversification 
that  helps  our  family  serve  the  needs  of 
your  family. 

J I  CASE.  Our  Case  farm  tractors  are  helping 
grow  food  around  the  world.  In  construction 
equipment,  Case  and  its  Davis  and  Drott 
divisions  offer  the  longest  line  of  digging, 
trenching  and  excavating  machinery  in  the 
industry. 

TENNECO  WEST.  Our  agricultural  marketing 
company  supplies  premium  quality  Sun 
Giant®  fresh  fruits  and  vegetables,  almonds, 
dates,  and  raisins  to  supermarkets  across 
the  country.  We  represent  3,000  independent 
growers  in  the  West. 

WALKER  MANUFACTURING.  Waiker  exhaust 
systems,  in  use  on  one  of  every  three  cars  on 
U.S.  roads  today,  are  available  through 
independent  garages  and  service  stations 
nationwide.  The  Walker  family  of  products 
also  includes  catalytic  converters,  lifting 
equipment,  filters  and  heavy-duty  truck  parts 

PACKAGING  CORPORATION  OF  AMERICA. 

Corrugated  shipping  containers  that  deliver 
the  goods  from  manufacturer  to  market 
comprise  a  major  part  of  PCA's  business.  In 


fact,  we  serve  some  300  of  America's  top 
500  companies. 

TENNECO  CHEMICALS.  We  make  versatile 
plastics  that  are  turned  into  such  things  as 
vinyl  flooring,  paneling,  plumbing  pipe, 
phonograph  records,  and  foam  carpet 
underlining.  We're  also  the  leading  supplier 
of  colorants  for  paints  and  plastics. 

TENNECO  OIL.  You'll  find  Tenneco  gasoline 
stations  in  the  South  and  Southeast  U.S.  We 
also  supply  gasoline  and  home  heating  oil 
through  independent  distributors  all  along 
the  Atlantic  seaboard.  And  we  constantly 
search  for  new  oil  and  gas  fields. 

NEWPORT  NEWS  SHIPBUILDING.  Builder  of 
great  ships  for  the  nation's  trade  and  de- 
fense, our  Newport  News  Shipyard  is  now 
constructing  big  tankers  and  LNG  carriers  to 
bring  home  needed  energy  from  abroad. 

TENNECO  NATURAL  GAS.  Our  natural  gas 
transmission  system,  with  15,890  miles  of 
pipeline,  is  one  of  the  country's  largest.  It 
serves  utilities  serving  families  in  25  states. 

That's  the  Tenneco  family,  growing  to  serve 
you  better. 

For  more  information,  write  to  Dept.H-4 
Tenneco  Inc.,  Houston,  Texas  77001 . 


Tenneco 


Now  Remove  The  Handicap 

If  Koppers  can  do  this  well  without  a 
booming  capital  goods  market . . . 


"I'm  holding  my  breath!"  says  Kop- 
pers Chairman  Fletcher  L.  Byrom. 
"In  the  first  half  of  this  year  we  were 
running  about  15%  ahead  of  last  year 
in  new-order  rates.  In  the  third  quar- 
ter we  were  30%  ahead.  And  that 
was  largely  in  the  areas  that  relate  to 
capital  goods.  I  think  it  [the  long- 
awaited  pickup  in  capital  spending] 
is  starting  to  happen." 

A  broadly  diversified  $l.l-billion- 
sales  company  whose  product  line 
ranges  from  blast  fumances  to  shirt 
buttons,  Koppers  went  through  the 
recession  and  the  capital  spending 
drought  like  Jimmy  Carter  campaign- 
ing in  Georgia.  Earnings  have  ad- 
vanced steadily  from  a  depressed 
$11.7  million  in  1970  to  $60.3  mil- 
lion last  year,  and  were  still  20% 
ahead  of  that  in  the  nine  months  of 
1976  despite  a  flat  third  quarter.  That 
kind  of  performance  puts  Koppers 
well  up  in  the  top  quartile  of  major 
U.S.  companies  in  earnings  growth. 
And  that's  without  the  leverage  of 
huge  acquisitions  or  long-term  debt: 
Koppers  has  acquired  just  three  ma- 
jor companies  with  total  sales  of 
$95  million  since  1970;  long-term 
debt  is  a  mere  25%  of  its  capital- 
ization. Part  of  that  superior  earnings 
performance  is  recovery  from  a  de- 
pressed base,  of  course.  But  only  part 
of  it.  Koppers  can  show  an  18.2%  re- 
turn on  equity  in  the  past  two  years. 
That  tops  such  other  established  mul- 
ti-industry companies  as  Minnesota 
Mining,  General  Electric  and  Union 
Carbide  as  well  as  over  75%  of  major 
U.S.  corporations. 

No,  this  performance  has  not 
passed  entirely  unnoticed  on  Wall 
Street.  Koppers  common  (recently 
split  2-for-l  again)  has  tripled  in  val- 
ue over  the  past  two  years.  But  since 
earnings  have  very  nearly  kept  pace, 
the  shares  can  be  had  for  just  eight 
or  nine  times  earnings— which  is 
scarcely  overpriced,  particularly  in 
light  of  its  future  prospects. 

The  intriguing  question  is  how 
Byrom  managed  to  turn  in  such  su- 
perior performance  when  so  much  of 
his  product  line  is  heavily  dependent 
on  sharply  depressed  capital  goods 
spending.  Koppers  designs,  engineers 
and  builds  coke  plants,  blast  furnaces, 


basic  oxygen  furnace  plants  and  con- 
tinuous casting  faciUties  for  the  steel 
industry.  It  makes  pulping  and  pack- 
aging machinery  for  the  paper  in- 
dustry and  ore-processing  machinery 
for  the  mining  industry.  It  sells  large 
quantities  of  couplings,  which  correct 
for  misalignment  and  vibration  be- 
tween motor  and  tool  in  a  broad 
range  of  equipment.  It  produces  air, 
water  and  sound  pollution  control 
equipment.  It  makes  the  telephone 
poles  that  have  to  be  put  in  when 
new  houses  are  built. 

True,  there  was  some  assist  from 
higher  maintenance  spending  (creo- 
soted  railroad  ties,  for  example).  But 
basically,  that  Koppers  earnings  held 
up  despite  the  protracted  slimip  in 
capital  goods  is  a  tribute  to  the  pains- 
taking restructuring  begun  in  1960 
by  Byrom  and  his  former  boss,  re- 
tired Chairman  Fred  Foy. 

"The  truth  of  the  matter  is  that 
this  company  in  1960  was  in  trouble." 
says  Byrom.  "Almost  half  of  our 
sales  of  $300  million  or  so  was  in  the 
construction  business,  which  was  very 
cyclical.  And  we  were  very  vulnerable 
to  price  decreases.  We  actually  lost 
$22  miUion  off  the  bottom  line  due 
to  price  decreases  in  the  first  three 
years  I  was  president.  So  we  decided 
that  before  we  could  start  to  become 
aggressive,  we  had  to  get  ourselves 
back  on  rock  instead  of  sand." 

The  Risk  Takers 

Beyond  overdue  surgery  ( 17  mar- 
ginal plant  closings  over  the  next  three 
years),  that  meant  identifying  the 
company's  strengths  and  then  gam- 
bling on  them— no  easy  task  in  so 
broadly  diversified  a  company.  "In 
1963  we  hadn't  yet  produced  our  first 
piston  ring  for  high-speed  diesel  en- 
gines," says  Byrom.  "Today  we're  the 
main  producer.  First  we  made  auto- 
motive replacement  piston  rings.  We 
got  out  of  that  and  got  into  recip- 
rocating engines  for  aircraft.  Then 
jets  came  in  and  killed  that  mar- 
ket, and  we  were  sitting  there— 'What 
to  do?'  So,  just  on  the  basis  of  a  be- 
lief we  could  do  it,  we  invested  $7 
million  in  machine  tools  to  make  pis- 
ton rings  for  high-speed  diesel  en- 
gines before  we'd  sold  the  first  ring." 


Byrom  of  Koppers 


That  sum  in  that  one  small  division 
was  over  half  of  Koppers'  total  net 
income  that  year. 

In  chemicals  Byrom  integrated 
both  forward  and  backward.  In  1962 
Koppers  made  no  polyester  resins,  and 
very  little  phthalic  anhydride  (one  of 
its  key  ingredients).  One  reason  was 
that  in  1962  the  fast-growing  poly- 
ester resin  market  had  already  at- 
tracted 30  producers.  Why  trade  up 
into  such  a  crowded  market?  "As  we 
were  analyzing  our  basic  strengths," 
Byrom  explains,  "we  felt  that  we 
were  potentially  more  basic  than  any- 
one else,  and  therefore  could  be  the 
low-cost  producer.  Polyester  resins 
are  made  out  of  phthalic  anhydride, 
maleic  anhydride,  styrene  and  glycol. 
We  made  phthalic  and  were  already 
the  largest  producer  of  naphtholene, 
from  which  it's  made.  We  could  make 
maleic  anhydride,  which  is  made  from 
benzene,  essentially  the  same  way 
phthalic  is  made  from  naphtholene. 
And  we  made  styrene." 

Came  the  inevitable  shakeout,  and 
Byrom 's  reasoning  proved  correct.  To- 
day Koppers  is  the  U.S.'  fifth-largest 
producer  of  polyester  resins  (out  of 
ten  major  survivors)  and  the  leading 
merchant  producer  of  phthalic  anliy- 
dride  (a  key  Koppers  strength). 

There  were  bitter  disappointments 
and  near  disasters  as  well,  of  course. 
Koppers  had  long  been  dominant  in 
expandable  polystyrene  (used  in  dis- 
posable foam  plastic  cups,  for  exam- 
ple). In  attempting  to  develop  high- 
volume  markets  for  that  versatile  ma- 
terial, Koppers  nearly  blundered  into 
real  estate  development  in  a  major 
way.  "One  of  the  ideas  we  had  was 
to  use  the  stuff  as  an  insulating  ma- 
terial in  a  sandwich  for  homebuild- 
ing,"  says  Byrom.  "We  got  builders 
to  u.se  our  panels.  Then  we  built  a 
machine  that  could  continuously  make 
a  wall.  Then  we  built  five  homes 
with  it  in  five  different  parts  of  the 
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country.  We  had  a  great  house  you 
could  erect  with  five  guys  in  just 
eight  hours  once  you  had  your  con- 
crete poured.  Good-looking  house. 

"Everything  was  fine,  except  no- 
body wanted  to  buy  it.  We  needed  70 
homes  a  month  to  break  even  and 
we  never  got  above  50.  Then  the  guys 
came  back  and  they  said,  'We've  got 
to  be  a  Levitt,  a  developer,  and 
go  into  the  home-loan-financing  busi- 
ness, too.'  And  I  mean  we  were 
really  at  the  point  where  we  were 
seriously  talking  about  this,  even 
though  all  the  while  we  were  losing 
our  shirts!  And  I  sat  back  and  I  said, 
'Look,  why  did  we  get  into  this  busi- 
ness in  the  first  place?'  Well,  to  try 
to  get  an  outlet  for  polystyrene.  You 
know  how  much  polystyrene  we 
could  sell  that  way  per  house?  Just 
$80  worth!  So  we  got  out  of  the  busi- 
ness in  1964,  I  think  it  was." 

A  narrow  escape. 

Thermoplastics  and  petrochemicals 
were  a  big  disappointment,  however. 


"We  decided  that  before  we 
could  become  aggressive, 
we  had  to  get  ourselves  back 
on  rock  instead  of  sand/' 


Moving  from  World  War  II  synthetic 
rubber  (butadiene)  plants  into  sty- 
rene  and  polystyrene,  Koppers  began 
making  high-  and  low-density  poly- 
ethylene and  polyethylene  film  to  stay 
competitive.  The  business  was  boom- 
ing but  Byrom  spotted  a  problem. 
"We  were  sitting  in  an  expanding 
market  with  no  raw  material  supply," 
he  says.  "We  had  commitments  of  ma- 
jor magnitude,  and  our  competitors 
were  oil  companies  who  were  inte- 
grated back  to  the  wellhead." 

So  Koppers  and  Sinclair  (now  part 
of  Arco)  became  partners.  Koppers 
put  a  value  on  its  thermoplastics  busi- 
ness; Sinclair  put  up  an  equivalent 
amount  in  cash;  and  the  proceeds 
were  used  to*  aggressively  expand  the 
thermoplastics  business.  "We  installed 
a  500-million-poimd  ethylene  plant, 
which  at  the  time  was  the  largest  in 
the  industry,"  says  Byrom.  But  the  big 
oil  companies  had  the  advantage  and 
used  it.  "Because  of  the  difference  in 
the  effective  tax  rate,"  Byrom  goes  on, 
"we  needed  a  5%  to  8%  better  pretax 
return  in  order  for  us  to  come  out 
with  the  same  aftertax  return  as  the 
oil  companies." 

So,  reluctantly,  Koppers  has  begim 
selling  its  share  of  the  thermoplastics 
business  to  Arco.  "It  was  a  big  dis- 
appointment," says  Byrom.  "When 
you've   got    a    thing   that   has    those 
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IF  YOU  PAY  TAXES 

there  are 


reasons  why 

FEDERATED 
TAX-FREE  INCOME  FUND,  INC. 

is  for  you 

The  first  fully  managed  tax-free  income  fund 
organized  as  a  corporation. 

The  recently  enacted  Tax  Reform  Act,  now,  for  the  first 
time,  allows  an  investment  company  formed  as  a  corpora- 
tion to  pass  through  the  tax-free  income  to  shareholders. 

NO  SALES  CHARGE,  NO  REDEMPTION  FEE 

DAILY  LIQUIDITY  at  net  asset  value 

DIVERSIFICATION  through  a  carefully  selected 
portfolio  of  municipal  bonds 

CONTINUOUS  PROFESSIONAL  MANAGEMENT 

DAILY  TAX-FREE  INCOME 

CONVENIENCE  of  monthly  or  quarterly  payment 
plans,  automatic  reinvestment  for  compounding  of 
tax-free  income  and  complete  records 

CHECK  WRITING  PRIVILEGE  is  available  on  your 
tax-free  investment  account 

LOW  MINIMUM  INVESTMENT— $1,000 


t 


For  more  complete  information,  includ- 
ing charges  and  expenses,  a  prospectus 
may  be  obtained  by  mailing  this  coupon. 
Read  it  carefully  before  you  invest  or 
send  money. 


FEDERATED  TAX-FREE  INCOME  FUND,  INC. 
421  SEVENTH  AVENUE 
PITTSBURGH,  PA.  15219 


Name  . 


Addreiw. 


800-245-2423 


CALL 
TOLL  FREE 

CALL  COLLECT  412-2oO-194o 


<;ity_ 


.Zip. 


Telephone 


TFFM       12/' 


WHAT    IS    YOUR 
JEWELRY  Really  WORTH? 


Probably  more  than  you  think. 


7  East  48  Street/New  York,  N.Y.  10017/212-755-0601 

(West  Coast!  Kozonjian  Bros.,   332  N.    Rodeo  Dr. 

Beverly    Hills,    Calif. /21  3-272-0616 


OWN  YOUR  OWN 

MONEY  BUSINESS 

REPRESENT  OVER  2,000  U.S.  SOURCES  OF  CAPITAL 

"BECOME  A  FINANCIER" 

Ideal  for  executive  type  person,  R.E. 
Ins.  and  stockbrokers.  Operate  from 
a  dignified  professional  office.  Cli- 
ents come  to  you  for  venture  Capi- 
tal Assistance.  Must  be  sincere  with 
well-rounded  business  background. 
Instant    Hi    income    for    right    person. 

$U.S.  34,000  Cash  Will  Handle 

For  dtUlls  write  iMng  piione  no.  to:  Dept  21,  Computer  Capital  Corp., 

8922  Hollywood  Blvd.,  Lot  Angola*,  CaHf.  90028 

OR  Call  Mr.  Van:  (213)  463-4841 
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TRANSAMERICA: 
RECORD  NINE  MONTHS. 


NINE  MONTHS  EARNINGS  PER  SHARE 

Transamerica's  earnings  per 
share  increased  71  percent 
during  the  first  nine  months 
of  1976  over  the  comparable 
period  last  year.  Third  quarter 
earnings  advanced 
90  percent. 


$1.34 


1975 


1976 


OPERATING  HIGHLIGHTS 
Life  Insurance,  led  by  Occidental  Life,  recorded  the  highest  nine  months 
earnings  in  the  company's  history. 

Property/Casualty  Insurance,  led  by  Transamerica  Insurance,  showed  a 
sharp  gain  in  profits  on  record  premium  volume. 

Title  Insurance  earnings  of  Transamerica  Title  were  well  ahead  of  the  compar- 
able 1975  period. 

Consumer  Lending  Business  of  Pacific  Fmance  reported  the  highest  nine 
months  earnings  in  the  company's  history. 

Leisure  Activities,  headed  by  United  Artists  and  Budget  Rent  a  Car,  posted 
substantially  higher  nine  months  income. 

Manufacturing  Operations  of  De  Laved  Turbine  recorded  the  highest  nine 
months  profits  in  the  company's  history. 

FINANCIAL  REPORTS 

For  an  annual  report  and  latest  quarterly  report,  write: 

Corporate  Relations  Department,  Transamerica  Corporation, 

600  Montgomery  Street,  San  Francisco,  CA  941 11. 


4P  Tpansamerica 


Perform  a 
death'-defying  act. 


Eaoercise  re^nlailsiL 


Give  Heart  Fund     "t 

American  Hrarl  Association     I . 


kinds  of  growth  characteristics,  and 
you  come  to  the  conclusion  that  you 
just  don't  have  the  muscle  to  stay 
with  it,  it's  a  discouraging  decision 
to  make.  But  on  the  other  hand,  if 
1  may  say  so,  a  very  wise  one." 

These  failures  are  worth  dwelling 
on  because  they  illustrate  an  impor- 
tant point:  Running  a  business  suc- 
cessfully involves  knowing  when  to 
"^  cut  your  losses;  the  decisions  to  get 
out  are  sometimes  tougher  and  trickier 
than  the  decisions  to  get  in.  Byrom 
clearly  has  shown  an  ability  to  handle 
the  getting-out  decisions.  He  has 
demonstrated  an  equal  nose  for  know- 
ing when  to  stay  in.  Take  the  button 
business.  In  the  mid-Sixties,  Koppers 
went  into  buttons  as  another  outlet 
for  its  polyester  resins.  "We  sort  of 
got  in  at  the  top,"  concedes  Kop- 
pers' group  vice  president,  William 
Jackson.  Shortly  thereafter  European 
button  makers  got  around  U.S.  pro- 
tective tariffs  by  flooding  the  market 
with  buttons  without  eyes.  The  tariff 


"We  needed  a  5%  to  8% 
better  return  to  come 
out  with  the  same  return 
as  the  oil  companies.' 


ff 


walls  were  repaired,  whereupon  the 
Europeans  moved  their  machinery 
over  to  the  Virgin  Islands  and  began 
flooding  the  market  again. 

"So  we  picked  up  some  of  these  cus- 
tomers," says  Jackson,  "and  watched 
the  market  shake  out."  Today  Kop- 
pers' button  business,  about  $6  million, 
has  a  return  on  investment  far  above 
Koppers'  corporate  average. 

With  successes  like  that  behind  him 
and  with  Koppers'  high  rate  of  profit- 
ability, Fletcher  Byrom  could  very 
well  have  ended  his  interview  on  a 
note  of  self -congratulation.  But  he 
didn't.  He  ended  by  pointing  out  that 
the  company's  profit  was  not  nearly 
as  high  or  as  satisfactory  as  it  seemed. 
To  replace  Koppers'  plant  and  equip- 
ment, valued  on  the  books  at  around 
$500  milHon,  would  cost  $1  billion, 
he  figures.  That  means  that  deprecia- 
tion charges  are  only  half  as  high  as 
they  should  be.  Doubling  Koppers' 
depreciation  charges— after  allowing 
for  tax  savings— would  probably  cut 
net  profit  by  $15  million  or  so  and 
drop  reported  net  profit  by  abotit  257, 
down  to  about  a  12%  return  on  etjuity. 

If  that  is  true  of  a  profitable  com- 
pany like  Koppers,  how  much  more 
must  it  be  true  of  the  nin-of-the-mill 
American  company?  Is  it  any  wonder 
that  business  has  been  .slow  to  launch 
major  new  capital  spending?  ■ 
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Wherever  in  the 
world  you  have 

family  and  friends, 
wherever  in  the  woric 
you  do  business, 
an  Internationa 
"Blephone  call  is 
"he  next  best  thing 
to  being  there. 

)  Bell  System 
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The  taming 
of  a  rough  diamond. 

You  are  looking  at  the  two  most  important  stages  of  a  diamond. 
As  nature  formed  it.  And  as  man  transformed  it. 

The  search.  Created  in  darkness,  and  bom  of  volcanic  eruption, 
rough  diamonds  are  usually  found  embedded  deep  within  volcanic  rock  or 
buried  under  tons  of  sand.  Forcing  man  to  move  mountains  to  track  them  down. 

The  capture.  It  is  the  cutter  who  tames  a  rough  diamond.  A  master 
who  never  goes  against  th^  nature  of  the  stone.  He  works  with  it  to  bring  out 
the  best  that  it  can  be.  Seeing  an  infinity  of  possibilities,  he  seeks  out  the  one 
cut"  above  all  others.  In  size,  color,  clarity  and  shape.  For  the  destiny  of  each 
and  every  diamond  is  entirely  in  man's  hands. 

The  conquest.  This  is  a  3-carat  emerald  cut  diamond  worth  approx- 
imately $18,000.*  It  is  a  rare  breed.  Because  it  is  large,  and  large  diamonds 
are  becoming  scarcer  every  day.  And  it  is  an  emerald  cut,  a  very  uncommon 
cut  for  diamonds  today.  A  magnificently  proportioned  diamond  that  acts 
like  a  million  prisms.  An  individual  with  a  character  and  a  personality  all  its 
own.  Tamed,  as  all  diamonds  are,  to  behave  beautifully.  Forever. 


A  diamond  is  forever. 

"This  price  refers  to  this  specific  stone.  Other  stones  of  the  same  size  will  vary  in  value,  sometimes 
much  higher  or  lower,  according  to  the  individual  characteristics  of  each  stone.  De  Beers  Consolidated  Mines.  Ltd. 


The  Rag  Pickers 


Conglomerates  are  buying  heavily  into  the  apparel  trade. 
They  have  the  money,  but  do  they  have  the  management 
to  compete  in  a  business  they  know  so  little  about? 

Why  in  the  world  are  the  con- 
glomerates streaming  into  the  ap- 
parel business?  That  they  are,  there 
can  be  no  doubt:  G\ilf  &  Western  In- 
dustries, Consolidated  Foods,  General 
Mills,  Chesebrough-Pond's,  North- 
west Industries,  U.S.  Industries— these 
six  alone  will  have  apparel  sales  total- 
ing well  over  $1  billion  this  year.  And 
they  are  still  picking  up  pieces  of  the 
rag  trade. 

Gulf  &  Western,  for  example,  was 
a  latecomer  in  the  race.  But  last  year 
it  bought  Kayser-Roth  Corp.,  which 
at  some  $545-million  sales  was  No. 
Three  in  the  apparel  industry  (after 
Levi  Strauss  and  Blue  Bell)  but 
which  suflFered  operating  losses  of 
over  $10  million  in  1975.  Her  Majesty 
Industries,  a  South  Carolina-based 
children's  wear  company,  should  join 
the  Gulf  &  Western  fold  early  next 
year  for  an  estimated  $17  million. 

Name  recognition  was  one  reason 
G&W  bought  Kayser-Roth,  says  Neil 
J.  Call,  G&W's  43-year-old  vice  presi- 
dent for  corporate  finance  and  invest- 
ment. "Gulf  &  Western  lacks  a  lot  of 
consumer  identification,  and  Kayser- 
Roth  certainly  gives  us  that." 

But  there  was  more  to  it:  Kayser- 
Roth  also  looked  like  a  bargain.  "We 
bought  it  for  $85  million  less  than 
book  value,  and  at  the  bottom  of  a 
depressed  business  cycle,"  brags  Call. 
"The  timing  was  perfect." 

Perhaps;  that  depends.  But  how  to 
turn  a  $10-million  loss  into  a  profit? 

"In  terms  of  consolidating  and 
streamlining  Kayser-Roth,  there's  an 
awful  lot  of  cash  we  can  boil  out  of 
there,"  says  Call.  Gulf  &  Western  has 
already  sold  some  marginal  shoe  out- 
lets, reduced  inventories  and  elimi- 
nated some  product  lines. 

Sounds  familiar.  U.S.  Industries  has 
been  trying  the  same  thing  with  little 
success.  USI  diversified  into  apparel 
and  has  had  problems  ever  since 
1968  with  its  $382.4-million  apparel 
group.  The  group  has  shown  de- 
clines in  operating  profits  for  three 
straight  years.  What  has  USI  done 
about  it?  All  the  things  Gulf  & 
Western  is  doing:  inventory  controls, 
cash   generation,    control   of  working 


capital,  phasing  out  marginal  product 
lines  and  the  like. 

The  question  is  whether  corporate 
planning  and  cash  control  are  enough. 
"Many  large  corporations  make  the 
mistake  of  looking  at  an  apparel  com- 
pany and  figure  with  a  little  more 
money  and  management,  profits  will 
rise  accordingly,"  says  Melvin  L. 
Bacharach,  executive  vice  president 
of  Levi  Strauss  &  Co.,  the  No.  One 
U.S.  apparel  company. 

Guiding  Star 

What  they  overlook,  according  to 
Bacharach,  is  that  there  is  usually  one 
man  behind  the  company  whose  en- 
trepreneurial genius  is  responsible  for 
the  company's  success.  "When  a  large 
corporation  buys  him  out,  he  takes 
his  chips  and  walks  away,  leaving  the 
company  without  men  who  know  the 
business  like  he  does.  You  must  have 
professionals  who  know  the  business." 

The  "genius"  who  guided  Kayser- 
Roth's  fortunes  down  the  tube,  Ches- 
ter H.  Roth,  is  still  nominally  chair- 
man and  chief  executive  of  the  sub- 
sidiary, but  the  new  president  is  James 
I.  Spiegel,  former  president  of  G&W's 
Manufacturing  Groups  Systems  Di- 
vision, who  was  reassigned  to  Kayser- 
Roth  last  February. 

"Jim  Spiegel  knows  the  apparel 
business  better  than  anyone  at  Gulf  & 
Western,"  Call  says  proudly. 

How  much  experience  does  Spiegel 
have  in  apparel? 


"None,"  admits  Call,  "but  he  knows 
manufacturing,  and  manufacturing  is 
a  large  element  of  Kayser-Roth." 

Fine.  But  according  to  Spiegel,  he 
concentrates  on  "improved  money 
management,  inventory  controls  and 
new  investments"  and  stays  out  of 
areas  Hke  "setting  style  patterns  as  to 
what  we  are  going  to  manufacture  in 
our  plants."  Does  G&W  have  someone 
to  take  on  those  little  chores? 

"No,  we  don't,"  admits  Call,  though 
he  quickly  adds  that  G&W  is  willing 
to  hire  the  best  experts,  etc.,  etc. 

Kayser-Roth  also  has  diversification 
within  the  industry,  and  Call  believes 
that  this  plus  K-R's  product  mix, 
which  tries  to  steer  clear  of  high  fash- 
ion, takes  some  of  the  risk  out  of  ap- 
parel. "People  will  always  need  the 
basic  blue  or  white  shirt,"  says  Call. 
He  claims  Kayser-Roth's  hosiery  and 
lingerie  Unes  don't  change  very  much. 
"There  will  always  be  fads  that  will 
cause  ups  and  downs  in  the  industry, 
but  if  you  measure  us  over  a  five- 
year  average,  we'll  do  very  well." 

That  may  be,  but  hosiery  does 
change,  and  so  does  men's  wear.  Ac- 
cording to  Gulf  &  Western's  own 
summation  of  Kayser-Roth's  prob- 
lems, "The  principal  reasons  for  K-R's 
fiscal  1975  operating  loss  were  declin- 
ing sales  in  its  hosiery  operations  .  .  . 
and  declining  sales  in  its  men's  wear 
and  specialty  textile  products  opera- 
tions, due  primarily  to  changing  fash- 
ion trends.  ..." 

One  doubter  of  the  conglomerates' 
future  in  apparel  is  Koracorp  Indus- 
tries Chairman  Thaddeus  N.  Taube, 
who  is  making  his  company  a  power- 
house again  in  the  apparel  field  after 
an  earlier  management's  disastrous  at- 
tempt at  diversification.  "They  [the 
conglomerates]  tend  to  overcontrol, 
overdirect  their  subsidiaries  until  they 
are  stifled  to  the  point  where  they 
can  no  longer  compete  with  a  com- 
pany of  half  the  size,"  he  says.  "They 
are  not  programmed  to  understand 
an  inventory  reevaluation  of,  say,  $10 
million  overnight." 

Some  conglomerates  seem  to  have 
fared  reasonably  well  in  apparel- 
General  Mills  with  David  Crystal,  for 
example,  or  Chesebrough-Pond's  with 
Health-Tex,  a  maker  of  children's 
wear.  But  it  takes  a  careful  choice  of 
managers  plus  the  lightest  possible 
hand  on  the  supervisory  reins— some- 
thing for  which  few  conglomerates 
are  noted.  Whether  Gulf  &  Western 
can  pull  off  the  trick  remains,  at  the 
very  least,  to  be  seen.  ■ 
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Many  businessmen  would  go  out  of 

their  way  to  fly  Swissair  to  the  Middle  East. 

Fortunately,  it^  not  necessary. 


Swissair  has  65  flights  a 
week  from  the  heart  of  Europe 
to  the  business  capitals  of  the 
Middle  East.  Because  we 
think  an  airline  should  fly  at 
your  convenience.  And  not 
vice  versa.  That's  why  we  fly 
from  Zurich  and  Geneva  to 
twelve  different  cities:  Athens. 
Istanbul,  Tel  Aviv,  Teheran, 
Cairo,  Beirut,  Damascus, 


Kuwait,  Baghdad,  Abu  Dhabi, 
Dubai  and  Dhahran. 

Long  before  the  Middle  East 
became  a  major  International 


economic  center,  Swissair  was 
there.  We  began  service  back 
in  1947.  So  we  offer  the 
business  traveller  the  kind  of 
service  that  comes  with  30 
years  of  experience. 

Of  course,  the  kind  of 
service  that  we  provide 
on  every  one  of 
our  Mideast 
flights  is  con- 
sistent with  the 
service  that  we 
provide  travel- 
lers on  our 
frequent  flights 
to  87  cities  in 
63  countries 
on  5  conti- 
nents. And, 
unlike  many 
other  airlines, 
whenever  a 
Swissair  flight 
takes  off,  a 
choice  of  first 


class  or  economy  is  available. 
When  we  talk  about  our 

Middle  East  service,  we're  also 

referring  to  what  happens  on 

the  ground  .  We      >; 

give  all  of  our 

travellers  a 

pocket-size 

guide  to  the 

Middle  East 

countries.  And 

our  district 

managers,  and 

their  staffs,  in 

those  countries 

are  always  avail- 
able to  help  you 

in  many  ways  with 

your  business  plans  as  well  as 

your  travel  plans. 

Because  if  you're  doing  busi- 
ness in  the  Middle  East,  you 

need  an  airline  that  can  help 
you  do  your  business. 

To  make  any 
reservations,  and 
for  more  detailed 
information  about 
Swissair's  service 
throughout  the 
Middle  East,  see  or 
call  your  TRAVEL 
AGENT,  your 
corporate  travel 
consultant,  or  any 
one  of  Swissair's 
twenty-two  local 
offices  located 
throughout  the 
United  States  and 
Canada. 


WIS5AIR4- 

We  take  on  the  world's 
most  demanding  business  travellers. 
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Faces  Behind  the  Figures 
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The  King  Is  Dead; 
Long  Live  The  Kings! 

The  late  Gustave  L.  Levy  was  a 
cool  and  foresightful  man.  Long  be- 
fore he  suffered  a  fatal  stroke  early 
last  month,  the  boss  of  Goldman, 
Sachs  &  Co.  had  made  a  pact  with 
LW.  (Tubby)  Burnham,  board  chair- 
man of  Drexel  Burnham:  The  sui- 
vivor  would  deliver  the  eulogy  at  the 
other's  funeral.  It  was  Burnham  who 
survived  and  shared  honors  with  Vice 
President  Nelson  Rockefeller  at  Levy's 
funeral  service. 

The  same  foresight  led  Levy  to  pro- 
vide for  his  own  succession  at  the 
booming  firm  he  ran  with  an  iron 
hand.  When  he  was  still  in  full  health, 
Levy  sent  a  memorandum  to  the  sev- 
en members  of  Goldman,  Sachs'  man- 
agement committee  naming  his  own 
successors:  John  Weinberg,  51,  who 
is  responsible  for  fixed-income  opera- 
tions; and  John  C.  Whitehead,  54,  the 
firm's  head  of  corporate  finance.  Both 
men  have  been  partners  of  the  firm 
for  20  years  and  have  worked  closely 
together  and  with  Levy. 

Goldman,  Sachs  is  currently  flying 
high  in  the  securities  industry  during 
a  period  when  so  many  competitors 
are  going  out  of  business.  The  firm 
is  one  of  the  top  five  in  underwriting 
of  corporate  securities,  in  block-stock 
trading,  in  sale  of  money  market  in- 
struments for  institutions.  It  is  the 
leading  issuer  of  commercial  paper. 
It  is  a  small  but  potent  factor  in 
brokerage  for  large  institutions  and 
wealthy  individuals.  Goldman,  Sachs' 
capital  now  is  over  $78  million,  and 
it  is  said  that  even  the  least  of  its 
47  full  partners  could  earn  upwards 
of  $500,000  in  a  good  year.  Most  of 
the  money,  however,  is  reinvested  for 
each  partner's  credit  after  a  generous 
living  allowance. 

At  Levy's  death,  Goldman  was  mak- 
ing a  big  push  to  expand  internation- 
al business  so  that  domestic  corporate 
clients  will  be  able  to  raise  money  in 
any  currency  in  any  financial  center 
ojr  the  world.  Former  Treasury  Secre- 
tary Henry  H.  (Joe)  Fowler  is  a  part- 
ner working  on  the  international  ef- 
fort. And  two  men,  F.  Donald  Kenny 
and  Christian  R.  Sonne,  have  recently 
left  Merrill  Lynch  to  develop  Gold- 
man's foreign  business. 

It  is  a  measure  of  Levy's  impor- 
tance to  the  firm  that  he  chose  not 
one  but  two  men  to  succeed  himself. 
"We    don't    plan    to    divide    responsi- 


Weinberg  and  Whitehead  of  Goldman,  Sachs 


bility  as  comanagers,  but  to  work  as 
a  team  covering  for  each  other," 
Weinberg  says.  Weinberg's  father,  the 
late  Sidney  Weinberg,  was  Levy's  pa- 
tron and  the  man  who  built  Goldman 
from  a  .specialist  in  commercial  paper 
to  one  with  great  political  and  cor- 
porate connections.  John  Weinberg 
himself  seems  a  quiet  man  to  those 
who  don't  know  him  well.  But  vmder- 
neath  the  placid  surface  seethes  a 
tough,  aggressive  personality  who 
would  just  as  soon  clobber  a  partner 
who  disagrees,  as  he  would  a  competi- 
tor going  after  the  same  business. 

Whitehead,  bright,  incisive,  persua- 
sive, was  president  of  the  Securities 
Industry  Association  and  is  a  director 
of    Household    Finance,    Morton-Nor- 


wich Products  and  Pillsbury  Co.  More 
important,  he  is  respected  within  the 
firm  and  has  the  same  clout  that  al- 
lowed Levy  to  overrule  partners  with 
two  words:  "Do  it!" 

With  top-notch  partners  filling  ev- 
ery slot  of  the  complex  investment 
l)anking  business,  Goldman  will  not 
look  very  different.  Robert  Mnuchin, 
the  partner  in  charge  of  the  trading 
department,  for  example,  is  every  bit 
as  daring  as  was  Levy— and  has  the 
authority  to  risk  as  much  as  the  for- 
mer head  of  the  firm  on  a  trade. 

In  a  business  where  persoiuJ  con- 
tacts and  personal  dynamism  are  the 
key,  Weinberg  and  Whitehead  have 
their  work  cut  out  for  them.  Gus  Levy 
will  be  a  tough  act  to  follow.  ■ 
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mesHc  market 
than  thelLS. 
mestic  market? 


It  may  come  as  a  surprise  to  you  that  the  RepubUc 
of  Ireland's  domestic  market  is  bigger  than  the  U.S. 
domestic  market.  The  explanation  is  simple  :  Ireland 
is  a  member  of  Europe's  Common  Market,  with 
tariff-free  access  to  over  260  million  consumers. 

It  only  partly  explains  however,  why  the  Repubhc 
is  becoming  Europe's  fastest  growing  industrial 
location  with  over  600  enterprises  from  19  nations 
locating  here,  including  some  180  from  the  U.S. 

The  full  answer  lies  in  the  Irish  government's 
whole-hearted  approach  to  industrial  expansion. 
Overseas  firms  locating  here  enjoy,  for  example,  non- 
repayable grants  towards  sites,  plant,  machinery ; 
free  worker  training ;  no  tax  on  profits  until  1990  ;  free 
repatriation  of  capital  and  profits. 

And  these  legislated  advantages  are  added  to  an 
already  attractive  industrial  environment  with  abun- 
dant space,  power  and  water  resources  and  a  highly 
skilled  Enghsh-speaking  workforce. 


This  announcement  is  published  by  IDA  Ireland,  200  Park  Avenue.  New  York.  10017,  which  is 
registered  under  the  Foreign  Agents  Registration  Acts,  as  amended,  as  an  agent  of  the  Government 
of  Ireland  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection.  Registration  does  not  indicate  approval  of  the  contents 
by  the  United  States  Government 


For  an  increasing  number  of  firms  the  Republic  of 
Ireland  has  become  their  most  profitable  manufac- 
turing option  in  the  Common  Market.  If  your  com- 
pany is  considering  a  European  expansion,  consult 
the  government's  one-stop  development  service  - 
the  Industrial  Development  Authority.  They  can  give 
you  a  prompt,  detailed  assessment  of  ycur  company's 
eligibility  and  the  degree  of  financial  support  it  can 
obtain  in  the  Repubhc. 

THE  REPUBLIC  OF  IRELAND  -  YOUR  PLACE  IN 
THE  COMMON  MARKET. 

Contact  Industrial  Development  Authority-Ireland  at :''' 
200  Park  Avenue,  NEW  YORK,  NY  10017/(212)  972- 
1000 ;  1  East  Wacker  Drive,  CHICAGO,  IL  60601  /(312) 
644-7476  ;  Suite  2065,  1 100  Milam  Building,  HOUSTON 
TX  77002/(713)  658-0055;  515  South  Flower  Street, 
LOS  ANGELES,  CA  90071/(213)  624-1024. 

Overseas  offices  also  in  Toronto,  Tokyo,  Sydney, 
Brussels,  Paris,  London,  Cologne,  Stuttgart,  Copen- 
hagen, Amsterdam  and  Milan. 


Faces  Behind  the  Figures 


It's  An  III  Wind  .  .  . 

For  more  than  a  decade,  the  Nation- 
al Center  for  Atmospheric  Research 
at  Boulder,  Colo,  has  been  making 
successively  larger  and  more  detailed 
mathematical  "models"  of  the  world's 
weather. 

The  idea  is  simple  enough:  Global 
weather,  like  the  air  in  a  room,  is  all 
of  a  piece;  through  a  chain  of  cause 
and  eflFect,  changes  on  one  side  of  the 
world  travel  to  the  other  side.  Feed 
enough  information  into  a  powerful 
enough  computer  and  you  can  cal- 
culate the  weather  for  every  part  of 
the  world.  Get  one  fast  enough  and 
you  can  forecast  for  days,  or  months, 
ahead. 

Next  summer,  the  National  Science 
Foundation  funded  research  center 
will  hook  up  its  most  ambitious  "gen- 
eral circulation  model"  to  the  world's 
fastest  scientific  computer,  Cray  Re- 
search, Inc.'s  CRAY-1.  Both  the  com- 
pany and  the  computer  are  the  crea- 
tions of  Seymour  Cray,  51,  the  affable 
technological  genius  behind  Control 
Data  Corp.,  who  founded  Cray  Re- 
search in  1972. 

NCAR's    computer    will    be    only 


Cray  of  Cray  Research 

Cray  Research's  second  sale  in  four 
years  (the  other  is  now  in  operation 
at  the  U.S.  Government's  Los  Alamos, 
N.M.  laboratories).  But  that's  enough. 
A  full-size  CRAY-1,  leased  or  pur- 
chased, costs  more  than  $8  million— 
about  CRAY-l's  development  costs. 
Seymour  Cray  raised  that  sum  with 
$500,000  of  his  own  money  and  $7.5 
million  from  venture  capital  sources. 
To  do  it,  he  had  to  give  up  all  but 
about  11%  of  Cray  Research.  But  11% 
of  a  company  selling  a  few  $8-million 
computers  could  be  a  good  invest- 
ment. Not  that  Cray  Research  is  com- 
pletely out  of  the  woods.  Although 
revenue  is  now  coming  in  from  Los 
Alamos,  the  company  is  still  in  the 
red.  And  the  stock  was  down  to  14 


recently    from    24    earlier    this    year. 

Weather  models  were  tried  for 
years,  but  it  took  computers  to  make 
them  work.  "About  1940,  a  scientist 
filled  a  movie  theater  with  people, 
each  person  representing  a  grid 
point  on  the  globe,"  says  NCAR  com- 
puting manager  Stewart  Patterson. 
"Each  person  had  a  calculation  to  do 
and  then  pass  on  to  his  neighbor.  But 
the  people  made  so  many  mistakes 
the  project  failed." 

With  CRAY-l's  future  assured, 
Seymour  Cray  is  now  at  work  on 
CRAY-2  in  his  pleasant  rural  offices 
and  laboratories  at  Chippewa  Falls, 
Wis.  This  one  ought  to  delight  the 
weatherman;  it  operates  four  times 
as  fast.  ■ 


Sacrificial  Lamb 

Imagine  this  situation:  You  have 
worked  diligently  for  your  company 
since  1950.  You  started  up  a  joint 
venture  for  it  in  Germany,  and  now 
you  are  vice  president  and  group  ex- 
ecutive of  a  $300-million  division. 
The  company  is  preparing  to  settle  a 
Federal  Trade  Commission  antitrust 
complaint  by  spinning  ofiF  some  of  its 
operations  and  creating  a  new  com- 
pany to  compete  with  itself.  Your 
boss,  who  is  young  enough  to  make  it 
vmlikely  that  you  will  succeed  him, 
asks  you  to  head  it. 

Unless  you  want  to  look  for  a  job 
somewhere  else,  you  have  no  choice. 
And  that's  how  James  B.  Treacy,  55, 
comes  to  be  in  Tulsa,  Okla.,  running 
$100-million-sales  Facet  (for  Filters, 
Automotive  Components  and  Environ- 
mental Technology)  Enterprises,  cre- 
ated out  of  bits  and  pieces  of  the 
Bendix  Corp.  and  its  disputed  1967 
acquisition,  Fram  Corp.  The  stock  was 
distributed  to  Bendix  shareholders- 
some  35,000  of  them— last  April  and 
promptly  dropped  from  $9  to  $5  in 
trading  on  the  New  York  Stock  Ex- 
change as  many  sold  their  shares. 

Treacy,  a  plump,  jovial  golfer  giv- 
en   to   deUcate   sarcasm,   has   lots   of 
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plans  for  Facet,  including  using  its 
virtually  debt-free  balance  sheet  (with 
$47  million  in  equity)  for  expansion 
and  acquisitions.  But  he's  still  bitter 
about  the  raw  deal  he  thinks  he  got. 
"If  the  FTC  ever  does  this  again,"  he 
says,  "they  should  insist  on  an  inde- 
pendent board  of  directors  to  control 
the  destiny  of  the  company  to  be  spun 
off.  There's  nothing  more  innocuous 
than  a  best-efforts  clause"— hke  the 
one  governing  Facet's  creation. 

Bendix  and  the  FTC  dickered  over 

Treacy  of  Facet  Enterprises 


what  Bendix  would  give  away  with- 
out consulting  Treacy.  "It  wasn't  the 
family  jewels,"  he  says.  It  was,  among 
other  things,  P&D  Automotive  Divi- 
sion, a  supplier  of  the  kind  of  me- 
chanical ignitions  that  are  now  being 
replaced  by  electronic  ignitions. 

It  was  also  an  automotive  compo- 
nents plant  in  Detroit,  Mich.,  which 
still  had  "Zenith  Carburetor  Co."  em- 
blazoned over  its  front  door,  harking 
back  some  30  years.  A  new  sign  now 
says  "Fuel  Devices  Division"  and 
sports  the  Facet  logo.  Facet  also  got 
more  fhan  1,800  pensioners  to  go  with 
its  2,500-odd  employees. 

But  consider  Treacy 's  opportiuii- 
ties  to  make  his  mark.  Facet's  return 
on  equity  last  year  (ended  Sept.  30) 
was  only  3%.  Most  of  the  company's 
products  and  markets  are  fine;  all  it 
lacks  is  a  sense  of  direction  and  some 
economies.  Treacy  hopes  to  supply 
those,  adding  new  plants  and  moving 
carefully  into  related  businesses.  Auto 
components  salesmen,  for  example, 
will  soon  be  able  to  offer  full  product 
lines,  rather  than  a  bolt  here  and  a 
nut  there.  But  the  biggest  growtli  will 
be  in  Facet's  environmental  technolo- 
gy business:  filters,  waste-handling 
equipment.  The  Government  taketli 
away,  but  it  also  giveth.  ■ 
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Presenting  the  lower  thermostat. 


«iiv4i.>l;siir  i«i-*i 


It  saves  gas- 


If  everyone  of  us  with  gas  heat  turns  down  his 
thermostat  four  degrees,  the  energy  savings  will 
be  considerable.  Our  country  needs  all  the  clean 
natural  gas  it  can  get.  Every  bit  you  save  can 
help  run  factories  and  plants.  Help  save  jobs.  If 
we  all  save  a  little,  America  saves  a  lot. 


Use  gas  wisely.  It  s  clean  energy 


i 


for  today  and  tomorrow. 


IMCiA 


American  Gas 
Association 


Faces  Behind  the  Figures 


Forte  of  Trust  Houses  Forte 


Master  Of  Timing 

Charles  Forte  knows  the  sound  of 
opportunity  knocking.  A  month  ago 
the  ItaUan-bom  Scotsman  was  Bri- 
tain's biggest  hoteher.  Now  he  is 
Europe's  biggest,  having  just  bought 
the  hotels  of  the  J.  Lyons  catering 
group  for  his  own  Trust  Houses  Forte. 
It  was  a  must-sell— Lyons  is  drowning 
in  debt— and  priced  accordingly:  $45 
million  for  35  British  hotels,  some  of 
them  prime  urban  properties  and  all 
of  them  in  the  black.  Among  them 
are  the  Cumberland  Hotel  and  the 
Regent  Plaza  in  Piccadilly  Circus. 
Trust  Houses  now  owns  885  hotels. 
Forte,  now  68,  got  his  start  with 
a  single  London  snack  bar.  He  al- 
ready owns  some  of  the  most  elegant 
hotels  in  the  world:  The  Pierre  in 
New  York,  a  money-loser  until  he 
bought  it  in  1974,  the  George  V  and 
the  Plaza  Athenee  in  Paris,  where 
doubles  are  about  $90  a  night,  and 
the  Grosvenor  House  in  London's  Park 
Lane,  site  of  Forte's  own  plush  oflRces. 
But  Forte— now  Sir  Charles— is  no 
snob.  Trust  Houses  Forte's  properties 
also  include  Travelodge  in  the  U.S., 
industrial     catering;     and     a     chain 


of     highway     rest-stop      restaurants. 

Only  last  summer  Sir  Charles  said 
that  THF,  which  itself  has  a  debt 
burden  of  IJ2  times  stockholders' 
equity,  was  going  into  a  holding  pat- 
tern as  far  as  acquisitions  were  con- 
cerned. But  Forte  can't  resist  a  bar- 
gain. "That  was  all  subject  to  a  deal 
[like  Lyons]  not  coming  forward,"  he 
explains.  With  the  fall  in  the  pound 
and  the  U.S.  recovery,  British  tourism 
is  booming  and  hotel  space  is  tight. 

Forte  is  a  small,  genial  man  who 
hkes  to  tell  anecdotes  while  toying 
with  a  basket  of  marble  eggs  on  his 
desk.  But  the  relaxed  front  is  de- 
ceiving. Forte  is  a  tough,  shrewd 
man  with  a  superb  sense  of  timing. 
In  the  early  Seventies,  when  the 
fouled-up  British  government  was 
subsidizing  hotel  construction.  Sir 
Charles  held  off  on  new  hotels.  And 
he  was  right.  The  result  of  the  sub- 
sidy program  plus  the  recession  was 
a  temporary  but  terrible  glut  and 
disaster  for  many  hotel  owners.  Even 
now,  he  reminds  one,  he  is  buying, 
not  building.  Building  a  London 
hotel  these  days  costs  about  $50,000 
per  room.  The  Lyons  purchase  price 
works  out  to  just  $8,000  per  room.   ■ 


Constant  MIonitoring 

There  are  literally  millions  of  com- 
mercial buildings  in  the  U.S.  Last  year 
they  consumed  about  25%  of  the  1.7 
trillion  kilowatt  hours  of  electricity 
sold  throughout  the  country.  Trans- 
lated into  barrels  of  oil,  that's  about 
250  million  annually. 

John  Phillips,  a  43-year-old  inde- 
pendent-minded engineer  from  New- 
port Beach,  Calif.,  believes  that  fig- 
ure could  be  reduced  dramatically. 
"The  amount  of  energy  wasted  in 
such  buildings,"  he  says,  "is  in  reality 
a  downtown  oil  reserve." 

Phillips  is  proving  his  point  in 
downtown  Los  Angeles,  where  his 
firm,  Engineering  Supervision  Co.,  in- 
stalled a  system  that  is  reducing  de- 
mand in  ten  commercial  buildings  by 
10%.  The  goal  there  is  to  iron  out  the 
peaks  and  valleys  in  a  day's  use,  so 
that  the  local  utility  doesn't  have  to 
maintain  a  reserve  for  peak  use.  It's 
nothing  spectacular,  mind  you.  Just 
hundreds  of  little  things:  Scheduling 
elevators  so  that  their  peak  use  does 
not  coincide  with  peak  use  of,  say, 
cafeterias;  turning  down  the  lights 
where  the  illumination  is  more  than 
strictly  necessary;  catching  malfunc- 
tioning air  conditioners  that  are  wast- 


ing electricity.  In  short,  treating  elec- 
tricity—and thus  energy— as  if  it  were 
a  scarce  resource  rather  than  a  plen- 
tiful one. 

Phillips  does  it  with  computers. 
Building  operators  feed  data  about 
their  heating,  cooling,  ventilating  and 
lighting  systems  into  a  computer  ter- 
minal. The  data  is  analyzed  by  ESCO's 
computer  in  Newport  Beach  and  in- 
structions are  sent  back  to  the  opera- 
tors about  what  to  do  to  reduce  total 
demand.  ESCO  has  been  awarded  a 
$550,000  grant  from  the  Energy  Re- 
search &  Development  Administra- 
tion to  carry  out  the  project,  which 
means  it  will  be  studied  for  possible 
national  application. 

Phillips  also  has  projects  going  at 
Chicago's  Civic  Center  and  at  the 
Federal  Building  in  West  Los  An- 
geles. The  energy  savings  in  these 
buildings  are  substantial. 

The  General  Services  Administra- 
tion, which  operates  the  West  Los 
Angeles  building,  likes  what  it  has 
seen  so  much,  it  is  considering  adapt- 
ing Phillips'  system  for  as  many  as 
2,000  more  government  buildings. 
The  total  annual  savings,  Phillips 
claims,  would  be  about  $25  million. 

It's  true,  of  course,  that  saving 
$25  million  won't  make  a  major  dent 


Phillips  of  ESC 

in  our  energy  problems  nor  a  major 
dent  in  the  federal  budget.  But  you 
have  to  start  somewhere.  Energy 
conseiA'ation  won't  come  about  just 
by  talking  about  it.   ■ 
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Not  your  typical  Hollywood  couple. 
But  soon  they'^U  be  movie  stars. 


Raggedy  Ann  and  Raggedy  Andy. 

Remember  them  from  childhood?  Now 
those  golden  memories  are  coming  to  the  silver 
screen,  so  you  can  enjoy  them  again  with  your 
children. 

Ann  and  Andy  star  in  a  delightful  new 
animated  movie  along  with  their  lovable 
nursery  pals. 

The  Camel  with  the  Wrinkled  Knees. 
Babette  and  the  Gazooks.  King  Koo  Koo  and 
the  Loonie  Knight.  The  pirate  Captain  and 
Queasy,  his  parrot. 

They're  being  brought  to  life  by  Richard 
Williams,  Oscar-winning  director  of  Dickens' 


"Christmas  Carol."  With  songs  by  Grammy 
and  Emmy  awards  winner  Joe  Raposo,  the 
music  man  who  made  "Sesame  Street"  sing. 

"Raggedy  Ann  &  Andy"  is  brought  to  you 
by  Bobbs-Merrill,  the  publishing  people  of  ITT. 

It's  our  very  first  movie— a  kind  of  love  song 
to  some  favorite  dollies  that  we'd  like  to  share 
with  another  generation  of  boys  and  girls. 

"Raggedy  Ann  &  Andy."  At  some  very 
lucky  local  theaters  soon. 

The  best  ideas  are  the    I  '  I  "  I ' 
ideas  that  help  people.^.  ^L^L 


Raggedy  Ann,  Raggedy  Andy  the  Camel  with  the  Wrinkled  Knees,  Babette,  the  Gazooks,  King  Koo  Koo,  the  Loonie  Knight, 
the  pirate  Captain  and  Queasy  are  trademarks  of  The  Bobbs-Mernll  Company,  Inc 


International  Telephone  and  Telegraph  Corporation,  320  Park  Avenue,  New  York,  N  Y  10022. 


months 


months 


year 


The  first  six  months  weren't  good. 

The  second  six  months  were  so  good 
that  we  had  on  all  time  record  six-month 
earnings  from  operations. 

This  resulted  in  record  sales  for  our 
entire  fiscal  year.  $951984.000.  Up  9.8% 
from  last  year. 

Our  major  Coatings  Group  hod  a 
strong  showing  throughout  the  entire 
year,  with  an  increase  in  pre-tax  operating 
profit  of  46.5%.  Other  Sherwin-Williams 
business  groups  had  a  mixed  year,  but 
they  all  had  strong  showings  in  the 
second  half 

If  it  hadn't  been  for  the  devaluation 
of  the  Mexican  peso,  which  cost  us  59C 
per  common  share,  fiscal  1976  would 
have  been  a  reasonably  satisfactory 
year  from  an  earnings  point  of  view, 
with  earnings  from  operations  of  $3.81 
per  share  compared  to  $3.38  last  year. 

With  second  half  results  up  so  dramat- 
ically and  improving  business  trends 
continuing,  1977  looks  much  better  for  us. 

To  get  all  the  details,  send  for  your 
own  copy  of  our  1976  Annual  Report. 
Write  William  Inman,  Secretary,  The 
Sherwin-Williams  Company  101  Prospect 
Avenue,  N.  W,  Cleveland,  Ohio  44115. 
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The  Economy 


Jimmy  And  Arthur:  Beautiful  Music? 


Rhetoric  aside.  President-elect  Jimmy  Carter  and  Fed- 
eral Reserve  Board  Chairman  Arthur  F.  Burns  are  not  all 
that  far  apart  on  economic  policy.  Now  that  the  election 
is  over,  Carter  has  been  sounding  as  conservative  as  Burns. 
If  you  doubt  this,  read  the  transcript  of  Carter's  Nov. 
15  press  conference. 

At  the  press  conference,  the  President-elect  gave  high 
priority  to  fighting  inflation  and  avoiding  mandatory  price 
and  wage  controls.  He  indicated  he  would  postpone  se- 
rious consideration  of  tax  cuts  until  a  clear  need  is  demon- 
strated. In  fact,  he  sounded  rather  like  Burns  had  only 
four  days  earlier,  testifying  before  the  Senate  Banking, 
Housing  &  Urban  Affairs  Committee. 

Both  men  recognize  that  there  is  still  a  solid  founda- 
tion for  acceleration  in  the  pace  of  real  growth.  Business 
sales  are  high  and  profits  are  good.  Balance  sheets  are 
sound.  For  the  individual,  personal  income  is  at  a  record, 
employment  is  high  and  savings  are  being  amassed  at  an 
unprecedented  rate. 

What  the  economy  now  needs— as  both  men  recognize 
—is  rather  more  optimism,  so  that  more  of  these  savings 
will  get  invested  and  more  of  the  personal  income  spent 
on  goods  and  services.  There  is  no  concern  about  exces- 
sive speculation  on  inventories,  stocks  or  credit  purchases. 
What  is  needed  is  a  program  to  encourage  spending  and 
inventory.  Like  Burns,  Carter  recognizes  that  confidence 
is  a  fragile  thing.  A  consumer  worried  about  his  job 
will  postpone  buying  a  new  car  or  taking  a  trip.  A  busi- 
nessman worried  about  government  policy  will  put  off 
okaying  a  big  expansion  project.  To  both  these  groups, 
inflation  is  a  danger  signal  and  a  damper  on  confidence. 

Mr.  Carter  addressed  himself  to  these  concerns  when 
he  refrained  from  broad-brush  recommendations  for  big 


spending  or  massive  tax  cuts.  Instead  he  declared  that 
specific  programs  would  be  targeted  at  communities  or 
groups  with  the  highest  unemployment.  And  he  says  he 
is  not  shooting  for  dramatic  results.  He  would  bring  un- 
employment down  over  "a  fairly  long  period  of  time— two, 
three,  perhaps,  four  years."  In  other  words,  he  recognizes 
that  the  country  does  not  need  overwhelming,  large  new 
programs.  Carter  was  careful  not  to  promise  any  such 
massive  programs,  talking  instead  about  job  schemes 
carefully  targeted  to  groups  and  areas  where  the  problem 
is  acute. 

Both  men  realize  that  the  economy  is  in  pretty  good 
shape  in  spite  of  the  existence  of  pockets  of  unemploy- 
ment and  of  sluggish  demand.  The  chart  below  shows 
that  the  total  U.S.  labor  force  has  grown  faster  in  the 
current  rebound  than  in  either  of  the  two  previous  re- 
coveries. But  it  also  shows  that  female  and  teenage  un- 
employment is  much  higher  this  time  than  in  prior 
rebounds.  It  is  these  specific  areas  that  need  help,  not  the 
entire  economy. 

Overall,  however,  if  the  economy  continues  for  much 
longer  on  the  present  plateau.  President-elect  Carter  may 
want  to  produce  some  stronger  medicine.  But  in  that  case, 
he  won't  get  much  resistance  from  Arthur  Burns. 

Of  course,  we  could  be  quite  wrong.  Carter  could  turn 
out  to  be  a  very  big  spender  and  he  and  the  Fed 
chairman  could  end  up  eyeball-to-eyeball.  But  everything 
we  know  tells  us  that  Jimmy  Carter  is  a  cautious  man. 
Like  Arthur  Burns,  he  can  see  that  this  is  not  a  time  for 
massive  tampering. 

Therefore,  unless  the  new  President  surprises  us,  1977 
should  be  a  very  good  year,  bringing  renewed  economic 
growth  without  runaway  inflation.   ■ 


THE  CYCLICAL  CHARACTER  OF  UNEMPLOYMENT 


SOURCE:  BUREAU  OF  LABOR  STATISTICS 
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Money  And  Investments 


The  Bond  &  Capital  Markets 


A, 


The  Importance  Of 
Comparison  Shopping 


By  Ben  Weberman 


kU  year  I've  been  bullish  on  bonds, 
both  for  institutions  and  for  individ- 
uals, but  there  is  one  thing  I  ought 
to  warn  individual  and  smaller  insti- 
tutional investors  about.  Unless  they 
are  very  careful,  they  can  take  an  aw- 
ful hosing  in  buying  and  selling 
bonds.  This  is  sad,  but  true. 

There  is  often  a  large  spread  on 
small  trades  between  what  you  can 
sell  a  bond  for  and  what  you  are 
asked  to  pay  if  you  want  to  buy.  The 
spread  can  run  to  four  or  five  points 
or  even  more.  On,  say,  ten  $1,000 
bonds,  this  can  amount  to  $400  or 
$500.  Even  for  round  lots  the  prices 
can  vary  between  dealers  over  a 
wide  range. 

Selling  or  buying  a  bond  isn't  just 
like  buying  General  Motors  stock— 
with  a  quick  call  to  your  broker.  In 
bonds  it  will  usually  pay  you  to  shop 
around,  to  make  a  number  of  calls  to 
different  brokers. 

The  big  problem  is  that  most 
bonds  are  not  traded  on  an  organized 
exchange.  This  also  goes  for  issues 
listed  on  the  New  York  Stock  Ex- 
change; even  with  these  issues  the 
important  transactions  are  done  by 
member  firms  as  dealers  for  their  own 
account.  Only  in  the  case  of  orders  to 
buy  or  sell  less  than  50  bonds 
($50,000  face  value)  must  the  order 
be  directed  to  the  floor  of  the  ex- 
change. In  short,  the  NYSE  bond  floor 
is  strictly  an  odd-lot  operation,  ignor- 
ing big  blocks. 

Because  of  this  pattern,  where 
there  is  no  single  market  for  round- 
lot  bonds,  the  over-the-counter  quo- 
tations can  vary  considerably.  One  in- 


"Don't  take  that  first 
bid  when  you 
buy  or  sell  a  bond." 

fluence  that  is  quite  obvious  is  that  a 
dealer  who  wishes  to  build  a  position 
in  a  certain  security  will  pay  more 
than  another  dealer  who  is  already 
fully  loaded  with  the  issue  and  does 
not  want  more. 

The  New  York  Stock  Exchange 
bond  transactions  reported  in  the  dai- 
ly newspapers  therefore  provide  little 
guidance  to  the  quotations  of  dealers. 

A  better  system  than  either  dealer 
quotes  or  the  NYSE,  in  theory,  con- 
sists of  the  pricing  matrix  programs. 
These  are  sold  as  a  service  by  Merrill 
Lynch,  by  the  Interactive  Data  sub- 
sidiary of  Chase  Manhattan.  The  ma- 
trices work  like  this:  You  take  the  bid 
prices  of  several  active  issues  of  simi- 
lar quality  and  maturity  and  use  these 
quotes  as  a  basis  for  pricing  less  ac- 
tive issues  of  the  same  quality  and 
maturity.  The  difficulty  with  the  ma- 
trices is  that  they  are  somewhat 
mechanistic.  They  do  not  allow  for 
the    fact    that   the   benchmark    issues 


themselves  can  indulge  in  erratic 
movements;  erratic  benchmarks,  er- 
ratic matrices. 

All  this  creates  problems  for  man- 
agers of  bond  funds.  What  happens  is 
this:  All  of  the  bond  funds  want  to 
be  carried  in  the  Wall  Street  Journal 
tables.  The  deadline  for  inclusion  is 
5  p.m.,  but  the  trading  market  re- 
mains open  until  4  p.m.  So  there  is  a 
big  rush  to  get  prices  and  calculate 
each  fund's  financial  status.  The 
checking  can  be  hairy. 

The  big  funds  generally  prefer  to 
avoid  the  NYSE  market  as  a  basis  for 
pricing  the  portfolios,  and  instead  rely 
on  quotations  supplied  by  active  bond 
dealers  or  a  matrix.  But,  as  the  table 
on  this  page  shows,  prices  can  vary 
by  as  much  as  932  points. 

If  the  big  professional  bond  inves- 
tors have  problems  with  pricing,  you 
can  well  understand  what  individuals 
and  smaller  institutions  are  facing.  So, 
my  advice  is:  Don't  take  that  first  bid 
when  you  want  to  buy  or  sell  a  bond. 
Do  a  bit  of  shopping  around,  or  at 
least  insist  that  your  broker  do  some 
shopping  around.   ■ 


Six  Funds  In  Search  Of  A  Price 

Listed  below  are  ten  issues  held  in  common  by  Montgomery  Street  Income 
Securities  (affiliated  with  the  Bank  of  America)  and  five  other  income  funds. 
Note  the  wide  variations  in  prices  at  which  the  bonds  were  valued  on  a  single 
date,  June  30,  1976.  Note,  too,  that  the  errors  were  not  all  in  a  single  direction; 
in  other  words,  the  pricing  was  not  deliberately  different  among  the  funds,  but 
simply  reflects  the  difficulty  of  knowing  what  a  given  bond  is  worth  at  any 
point  in  time. 
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Queen  Victoria's  Favorite  Dogs  and  Parrot  Sir  Edwin  Landseer,  RA  1802-1873 


From  the  Forbes  Magazine  Collection 


For  Some  Special  Associate,Client  Friend- 
A  Gift  Subscription  to  FORBES 


Twice  each  month  throughout  1977 
FORBES  will  continue  to  challenge  and  in- 
form with  its  inside  stories  of  business  and 
finance.  With  its  face-to-face  interviews  with 
other  executives.  With  its  incisive  analysis  of 
company  performance.  With  valuable  in- 
sights into  the  whys  and  wherefores  of  their 
success . . .  lessons  from  corporate  mistakes . . . 
how  executives  wield  power... the  Hfe  styles 
of  corporate  executives . . .  hunting  grounds 
for  profitable  mergers  and  acquisitions . . .  it's 
all  in  FORBES  and  much  more. 

The  painting  from  the  Forbes  Magazine 
Collection  you  see  above  has  been  repro- 
duced as  a  gift  announcement.  It  will  be  in- 
scribed as  you  wish  and  mailed  to  arrive 
before  Christmas. 

Then... new  gift  subscriptions  will  start 
with  the  important  January  1,  1977  Annual 
Report  on  American  Industry  issue.  Fol- 
lowed during  the  year  with  the  Annual 
Directory  issue,  Annual  Banking,   Mutual 


Fund  Survey,  and  Annual  Insurance  issues. 

Certainly,  the  biggest  issue  will  be  the  spec- 
tacular Forbes  60th  Anniversary  Commem- 
orative—a pictorial  record  of  business  from 
1917  to  the  present  day. 

In  all,  twenty  four  reminders  during  1977 
of  your  generosity  and  thoughtfulness. 

No  shopping,  no  gift  wrapping,  no  guess- 
ing—just fill  in  the  convenient  order  card.  If 
missing,  please  address  your  order  to  Mr. 
Ted  York,  Forbes,  60  Fifth  Avenue,  New 
York,  N.Y.  10011. 


Forbes  Special  Gift  Rates 

One  1-year  gift  subscription— $15 
Each  additional  1-year  gift— $13 

Pan  American  orders  add  $5  a  year. 

Other  foreign  add  $9  a  year. 

This  offer  good  only  to  December  31, 1976. 


Clark  tractor  shovels  move  coal  fast. 


Clark  300  ton  crane  lifts  world's  largest  electric  motoi 


Electric  three  wheel  Clarklift  moves  food  to  market. 


^  ^  Clark  all-wheel  drive  graders  give  30%  more 
'*    •*'  tractive  effort  than  articulated  graders. 
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Clark  Ranger  log  skidders  move  timber  over  rough  terrain. 


New  Clarkiift  C-300  models  meet  tough 
performance  standards  economically. 


Clark  gets 
it  done. 


You  can  count  on  it.  Because  the  equipment 

is  good  to  begin  with.  And  because  your  Clark  dealer 

knows  how  to  keep  it  that  way.  When  you're  under 

pressure  to  get  a  job  done,  that's  good  to  know. 

Clark  Equipment  Company,  Buchanan,  Michigan  49107 


World's  largest  planetary  axle  before  installation 
in  the  Clark  675  tractor  shovel. 


•>\>t- 


i|roe  Spra  Coupe  applies  fertilizer  and  insecticides. 

Melroe  Bobcat  loader  maneuvers 
in  tight  quarters. 


Large  Silver  Presentation  Kovsh  decorated  with  stylized  foliate  motifs  and  set  with  cahochon  amethysts  and 
moonstones.  By  Carl  Faberge,  Jeweler  to  the  Czars  of  all  the  Russias.  From  the  Forbes  Magazine  Collection. 


Carl  Faberge  knew  his  business. 
Forbes  Magazine  knows  its  business. 
Which  is  your  business. 


Today  over  640,000  executives 
subscribe  to  Forbes.  An  additional 
million  read  every  issue. 


Forbes  Magazine  readers  don't 
just  own  American  business. 
They  run  it. 

Forbes:  capitalist  tool 


Money  And  Investments 


Stock  Comments 


Foreign  Woes 


By  Heinz  H.  Biel 


Ihe  number  of  American  compa- 
nies doing  business  abroad  has  mul- 
tiplied in  the  last  20  years  or  so. 
There  are  so  many  now  that  we  even 
coined  a  special  word  for  them:  mul- 
tinationals. Such  expansion  all  over 
the  world  was  made  possible  by  bet- 
ter communications  and  more  rapid 
transportation. 

Even  before  WW  11  there  were  a 
few  multinational  companies:  GM  and 
Ford,  ITT  and  American  Radiator, 
Colgate,  Heinz  and  CPC  Internation- 
al, to  mention  just  a  few,  as  well  as 
the  copper  mining  and  oil  companies. 
But  the  real  rush  to  go  abroad  is 
of  more  recent  origin.  The  wage  dif- 
ferential was  one  of  the  attractions, 
and  the  jumping  of  tariff  barriers  was 
another  reason  for  manufacturing 
abroad.  For  some,  I  suppose,  it  was 
largely  an  ego  trip. 

Funny  Money 

The  experience  of  doing  business 
in  foreign  countries  has  not  always 
been  a  pleasant  one.  Often  the  wage 
differential  was  more  apparent  than 
real.  Adjusting  to  alien  customs  and 
habits  has  not  been  easy  for  Ameri- 
cans; having  always  had  a  huge  con- 
tinent to  live  in,  we  are  more  "pro- 
vincial" than  Europeans.  We  had  to 
learn  to  ^pect  discrimination  and  ex- 
propriations, to  deal  with  terrorists 
and  abductions,  and  to  know  whose 
palm  to  grease.  More  recently  a  new 
problem  has  come  up  which  is  prov- 
ing quite  costly  for  many  multina- 
tionals: foreign  exchange  losses. 

We  have  always  had  a  slightly  con- 
temptuous attitude  toward  other  peo- 
ple's money.  The  American  tourist 
treated  it  as  "funny  money,"  just  as 
the  British  did  in  years  gone  by  when 
the  pound  sterling  was  almighty. 

Mr.   Biel    is  a  senior  vice  president  of  the  New  York 
Stock   Exchange  firm  of  Hoppin,  Watson    Inc. 


Foreign  exchange  losses 
are  proving  costly  for 
many  multinationals. 

American  businessmen  had  little 
difficulty  so  long  as  foreign  exchange 
rates  were  firmly  Rxed—vis-d-vis  the 
dollar  and  against  one  another.  But 
trouble  started  when  things  began  to 
"float"  all  over  the  place.  The  price 
of  gold  soared.  The  German  mark 
became  hard  and  the  Swiss  franc 
even  harder,  while  the  Japanese  yen 
was  wobbly.  Most  European  curren- 
cies ranged  from  steady  {e.g.,  Hol- 
land) to  soft  (France)  to  weak  (Italy 
and  Britain ) .  South  America,  of 
course,  had  been  a  monetary  di- 
saster area  all  along. 

American  managers  were  ill-pre- 
pared to  deal  with  the  vagaries  of 
foreign  exchange,  especially  if  they 
were  involved  with  many  countries. 
Apparently  this  is  a  subject  that  is 
not  being  taught  at  our  business 
schools.  Most  foreign  exchange  deal- 
ers and  arbitrageurs  are  not  native 
bom.  The  money  changer  in  Hong 
Kong  has  a  better  "feel"  for  the  mar- 
ket, and  an  international  airline  hos- 
tess can  juggle  six  cunencies  around 
without  the  help  of  a  computer.  Fi- 
nancial officers  of  American  corpora- 
tions could  use  such  talents. 

The  latest  blow  came  with  the  two 
devaluations  of  the  Mexican  peso. 
The  excuse  from  those  who  took  a 
financial  bath  with  those  devaluations 
is  that  the  peso  had  been  firmly  linked 
to  the  dollar  for  over  20  years  and 
seemed  to  be  "safe."  But  those  who 
kept  their  ear  to  the  ground  could 
see  the  handwriting  on  the  wall  (par- 
don the  mixed  metaphor).  A  flight 
of  capital  out  of  Mexico  had  been 
under  way  for  some  time. 

It  took  us  a  while  to  come  to  this 
point,  the  point  being  that  compa- 
nies now  have  to  disclose  their  for- 
eign exchange  losses,  courtesy  of 
Statement  Number  8  of  the  Financial 
Accounting  Standards  Board.  This  is 
a  highly  controversial  niling,  because 


it  tends  to  distort  reported  earnings 
unless  you  read  the  footnotes  care- 
fully. In  the  good  old  days  of  the 
past,  gains  or  losses  in  foreign  ex- 
change "translations"  were  credited  to, 
or  charged  against,  an  appropriate 
reserve.  Now  you  have  to  confess  to 
your  shareholders  how  badly  you  have 
been  taken. 

Check  The  Footnotes 

The  amounts  involved  in  some  in- 
stances are  anything  but  negligible. 
The  slide  of  the  pound  cost  Ameri- 
can Brands  more  than  a  dollar  a  share 
in  the  first  nine  months  of  this  year, 
which  goes  far  to  explain  the  earn- 
ings drop  from  $4.99  to  $3.80.  With- 
out the  foreign  exchange  translation 
loss  Avon  Products'  profits  for  the  nine 
months  would  have  been  about  10% 
higher  than  the  $1.62  a  share  actual- 
ly reported,  and  the  year-to-year  com- 
parison would  have  been  far  better 
than  the  26%  it  showed.  Even  ITT,  an 
old  hand  in  the  international  money 
game,  "lost"  29  cents  a  share  in  the 
third  quarter,  but  this  is  one  of  the 
rare  instances  where  a  company  is 
doing  much  better  this  year  than  last. 
In  1975  the  third-quarter  foreign  ex- 
change loss  was  40  cents. 

As  I  have  said  many  times  before, 
it  has  become  imperative  to  read  the 
footnotes  in  annual  and  interim  re- 
ports if  you  want  to  gauge  a  com- 
pany's profitability  with  a  fair  degree 
of  accuracy.  Let  us  hope  manage- 
ments begin  to  leain  the  ancient  art 
of  currency  hedging;  then  they  won't 
have  to  worry  about  FASB-8. 

Correction:  In  my  Nov.  15  col- 
umn I  erroneously  stated  that  "a 
short-term  loss  of  only  $1,000  takes 
care  of  a  $2,000  long-term  gain"  etc. 
It  doesn't  work  out  that  way,  as  many 
Forbes  readers  were  quick  to  point 
out  to  me.  Rather  than  become  con- 
fused by  the  details  of  Schedule  D  of 
IRS  Form  1040,  just  remember  to 
avoid  short-term  gains,  if  possible.  But 
if  you  have  taken  short-term  gains, 
use  short-term  rather  than  long-term 
losses  as  an  offset.   ■ 
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Stock  Trends 


Semiconductors: 
The  Price  Is  Rigiit 

By  Richard  B.  Hoey 


B 


•ad  news  is  now  coming  out  for 
the  semiconductor  industry.  I  re- 
gard the  current  bad  news  as  a  good 
buying  opportunity.  Sluggish  capital 
spending  and  semiconductor  orders  in 
the  U.S.  should  prove  to  be  only 
temporary.  Slow  growth  in  foreign 
economies  should  continue  through 
mid- 1977,  but  reacceleration  is  likely 
in  the  last  half  of  1977. 

The  semiconductor  industry  is  one 
of  the  most  dynamic  and  volatile  in 
the  U.S.  The  selling  prices  of  semi- 
conductors generally  drop  25%  to  30% 
every  year,  but  this  price  decline 
opens  new  markets  for  these  highly 
productive  electronic  products.  Semi- 
conductors are  a  key  element  in  the 
continuing  technological  lead  of  the 
U.S.  over  foreign  nations.  New  and 
improved  electronic  devices  are  con- 
stantly being  spawned;  watches  and 
hand-held  calculators  are  two  recent, 
familiar  examples. 

The  first  stock  to  buy  in  the  group 
is  Texas  Instruments  (selling  at  98; 
1976  earnings  $4.35;  1977  $5.50), 
the  world's  largest  and  best  semicon- 
ductor company.  Its  historical  annual 
earnings  growth  rate  has  been  about 
13%,  and  it  should  be  able  to  con- 
tinue this  trend.  The  price  of  the  stock 
is  much  more  volatile  than  its  funda- 
mental prospects.  Texas  Instruments 
should  not  be  bought  in  a  rising,  ex- 
uberant market,  but  rather  in  a  de- 
clining, depressed  one  such  as  we 
now  have.  Now  that  the  stock  is  be- 
low 100—30  points  down  from  its 
1976  high— it  is  time  to  buy. 

Speculators  with  strong  nerves 
should  consider  National  Semiconduc- 
tor (27)  as  a  long-term  speculation 
for  the  next  year  or  two.  Most  specu- 
lators have  a  short-term  perspective, 
but  the  odds  on  successful  long-term 
speculation  are  often  better.  I  believe 
that  sometime  in  mid-1977,  National 

Mr.  Hoey  Is  a  vice  president  and  investment  strategist 
at  Boche  Haisey  Stuart. 


''. . .  the  current  bad  news  in  semiconductors 
is  a  good  buying  opportunity/ 


// 


Semiconductor's  earnings  performance 
is  likely  to  improve,  and  by  that  time 
market  sentiment  is  likely  to  be  more 
favorable.  Today,  the  stock  suffers 
from  disappointing  earnings,  manu- 
facturing problems  in  digital  watches 
and  year-end  tax  selling.  NSM  is  an 
aggressive  company  that  has  gambled 
on  very  high  growth  rates.  A  very 
high  speed— for  a  race  car  or  a  compa- 
ny—is more  dangerous  than  a  moder- 
ate pace,  but  it  can  often  win  the  race. 

National  Semiconductor  could  be 
one  of  the  big  winners  of  the  next  12 
to  18  months.  Earnings  are  somewhat 
unpredictable  but  could  double  over 
the  next  two  years  from  the  $1.44 
per  share  in  fiscal  1976. 

I  also  view  favorably  the  minicom- 
puter industry,  which  benefits  from 
the  declining  cost  and  improving  per- 
formance of  semiconductors.  Digital 
Equipment  (48;  fiscal  1977  estimated 
earnings  $2.70;  fiscal  1978  $3.55)  is 
the  industry  leader.  With  annual 
sales  approaching  $1  billion,  it  has 
a  strong  base  with  which  to  com- 
pete with  IBM,  which  is  moving  into 
this  business. 


The  Multinationals 

As  American  portfolio  managers 
view  the  seriousness  of  the  eco- 
nomic problems  abroad,  they  are 
moving  away  from  multinational  com- 
panies. But  at  these  cheaper  prices, 
there  are  several  which  are  attractive 
buys.  For  one  thing,  the  problems 
may  be  less  disastrous  than  they  now 
seem:  I  believe  that  the  oil  price  in- 
crease will  be  only  about  10%,  and 
that  the  balance-of-payments  financ- 
ing crisis  for  the  United  Kingdom  will 
be  temporarily  eased  over  the  next 
several  months. 

Among  the  multinationals,  I  suggest 
Eastman  Kodak   (84;   $4.20  earnings 


for  1976;  $5.75  for  1977).  Now  that 
the  stock  has  dropped  from  over  120 
to  the  low  80s,  the  potential  risk  of 
further  decline  is  minimal,  while  a  re- 
covery in  the  stock  price  is  more  like- 
ly. Kodak  is  in  the  favorable  phase 
of  a  new  product  cycle,  with  both 
its  new  copier  and  new  instant  camera 
coming  on  stream.  It  is  not  always 
recognized  that  a  normal  cyclical  lag 
in  its  professional  photography  busi- 
ness means  that  Eastman  Kodak  often 
has  its  major  earnings  acceleration 
later  in  the  cycle  than  many  other 
companies.  Wall  Street  expects  an 
earnings  gain  of  about  20%  for  Kodak 
in  1977,  but  we  think  it  could  be 
higher,  closer  to  a  30%  gain. 

Another  major  multinational,  Min- 
nesota Mining  (56;  1976  earnings 
$3.05;  1977  $4),  has  declined  enough 
to  drop  it  to  a  price/ earnings  multi- 
ple of  14  on  next  year's  estimated 
earnings.  3M  should  achieve  a  long- 
term  annual  earnings  growth  of  10% 
to  12%,  but  the  gain  in  1977,  exclud- 
ing currency  translations,  should  be 
much  stronger,  over  20%. 


Growth  Sectors 

If  high  technology  is  the  most  ex- 
citing industry  in  America,  cement- 
must  be  one  of  the  dullest.  But  Lone 
Star  Industries  (19)  is  a  sound  invest- 
ment. The  Carter  Administration  is 
likely  to  create  new  programs  to  stim- 
ulate housing  and  may  also  stimu- 
late severely  depressed  public  works 
spending.  In  any  case,  cement  usage 
and  cement  prices  should  increase  as 
the  U.S.  economic  recovery  continues 
through  1977  and  probably  much  of 
1978.  The  industry  has  been  ignored 
by  most  institutional  investors  for 
years,  so  there  is  little  overhang  of  in- 
stitutional stock.  Earnings  should  be 
$2  this  year  and  $2.75  next  year.  At 
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bout  7  times  earnings,  the  stock  is 

buy. 

Another  sector  that  should  benefit 
"om  continued  economic  growth  in 
977  is  retailing.  I  favor  Kresge  (40, 
2.20  for  1976,  $2.60  for  1977).  Fol- 
)wing  an  estimated  earnings  gain  of 
8%  in  1977,  the  company  should 
e  able  to  achieve  a  growth  rate  of 
5%  or  more  through  1980.  Retail 
;ocks  could  be  one  of  the  best  per- 
jrming  groups  over  the  next  several 
lonths.  Retail  inventories  are  tight; 
ven  an  adequate  Christmas  selling 
sason  should  result  in  good  earnings, 
.s  for  1977,  the  new  Administration 
/ill  do  its  best  to  increase  employ- 
lent  and  personal  income  next  year, 
nd  it  should  have  some  success. 


Portfolio  Choices 

Kennecott's  sale  of   Peabody   Coal 
nder  court  order  seems  likely  to  go 
irough.    Kennecott,    which    sells    at 
round    27,    should    receive    $24    per 
lare  in  cash  and  readily  marketable 
pciirities  plus  $12  per  share  of  low- 
iterest,      30-year     bonds      probably 
'orth  about  $7  per  share.  With  this 
|owry  of  about  $30  per  share  in  mar- 
stable  securities  and  cash,  Kennecott 
early  is   a   buyout   candidate.    Book 
alue  is  over  $40  per  share.  Earnings 
lould  be  about  50  cents  in  1976  and 
3  in  1977,  including  earnings  from 
eabody.    Kennecott's    earning    pow- 
for   1977,   after  the  sale  of  Pea- 
jdy,  should  be  about  $1.50.  Copper 
ices    should   move    up    again    some 
me  next  year.  It's  impossible  to  pre- 
ict  the  timing  of  a  buyout,  but  Ken- 
cott  should  be  profitable  for  buyers 
illing  to  hold  it  for  a  year  or  two. 
Many    investors    are    yield-oriented 
day.    Telephone    utilities    can    par- 
ally  offset  rising  costs  because   im- 
•oved     electronic     technology     can 
crease      productivity.      Continental 
elephone    (15),  for  example,  offers 
7%  yield,  with  earnings  rising  from 
1.35  in   1975  to   $1.60  in   1976  to 
.75   in    1977.    It's   not   an   exciting 
ock,  but  it's  a  sound  buy. 
With  Howard  Johnson  at  11  ($1.30 
1976,    $1.45    in    1977),    about    8 
nes    next    year's    earnings    estimate 
id  down  from  a  1976  high  of  17%, 
e  stock  offers  sound  value.  A  mod- 
ate  OPEC  price  increase  near   10% 
lOuldn't  significantly  affect  the  com- 
my.  HJ  should  be  a  beneficiary  of 
ntinued  consumer  spending.  ■ 


A  Special  Invitation  from  VALUE  LINE 

TO  INVESTORS  WHO  USE 
DISCOUNT  BROKERS 

. . .  and  make  their  own  investment  decisions 


A  growing  minority  of  investors  are  turning 
to  discount  brokers  to  cut  commission 
costs.  Generally,  this  is  appropriate  only  for 
those  who  make  their  own  decisions,  since 
most  discount  brokers  do  not  provide  in- 
vestment research. 

So,  if  you're  doing  business  with  a  dis- 
count broker,  you  need  the  best  indepen- 
dent research  you  can  get.  (Your  commis- 
sion savings  on  just  a  few  trades  may  pay 
for  a  full  year  of  such  assistance.)  Here's 
how  Value  Line  can  help: 


As  an  Introductory  Bonus,  we'd  like  to 
send  you  Value  Line's  latest  full-page  Re- 
ports on  each  of  1600  stocks  under  con- 
tinual review.  These  come  to  you  ready  for 
instant  use,  fully  indexed  and  loose-leaf 
bound  in  the  Investors  Reference  Service 
(sold  separately  for  $45) . . .  and  will  be 
systematically  updated  by  new  Reports  in 
the  weeks  ahead.  Filing  takes  only  one 
minute  a  week. 

These  comprehensive  Reports  cover 
almost  every  stock  that's  likely  to  be  of 
interest  to  you.  The  1600  stocks  covered  by 
Value  Line  account  for  approximately  96% 
of  all  dollar  trading  volume  in  the  U.S. 
equity  markets.  With  Value  Line,  you're 
really  "well  armed." 

A  typical  Value  Line  full-page  Report 
on  a  stock  includes  22  series  of  vital  finan- 
cial and  operating  statistics— going  back  15 
years  and  estimated  3  to  5  years  into  the 


future— plus  ratings  and  estimates  of  rel- 
ative Price  Performance  in  the  next  12 
months,  long-term  percentage  Apprecia- 
tion Potential,  Safety,  and  current  Yield  and 
P/E  compared  to  past  norms.  About  125 
Reports  are  issued  every  week  — 1600 
every  13  weeks,  in  regular  sequence. 

Stocks  to  Avoid  Now 

Because  Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1600  stocks,  you 
can  quickly  and  easily  identify  which  stocks 
we  currently  rate  relatively  best  and  worst 
for  your  particular  goals.  We  especially 
suggest  you  avoid  the  400  stocks  currently 
rated  below  average  for  Performance  in 
the  year  ahead. 

In  addition  to  the  full-page  Reports, 
Value  Line's  key  investment  ratings  and 
measurements  for  all  1600  stocks  are  up- 
dated EVERY  WEEK  in  our  24-page  weekly 
Summary  of  Advices.  With  Value  Line,  you 
are  never  left  "hanging." 

Special  Invitation 

If  you're  an  independent  investor— if  you 
call  your  own  shots— you  should  settle  for 
nothing  less  than  the  best.  So  we  invite  you 
to  let  us  send  you  The  Value  Line  Invest- 
ment Survey  every  week  for  the  next  12 
months.  Plus  two  immediate  bonuses— 
the  two-volume  Investors  Reference  Ser- 
vice (described  above)  and  our  penetrating 
new  64-page  guide  book,  "Investing  in  Com- 
mon Stocks." 

Money  Back  Guarantee:  You  take  no  risk  in 
accepting  this  offer.  If  you're  not  satisfied 
with  Value  Line  for  any  reason  at  all,  just 
return  the  material  you  have  received  with- 
in 30  days  for  a  full  refund  of  your  subscrip- 
tion fee. 

Or  if  you  prefer— and  if  no  member  of 
your  household  has  subscribed  to  Value 
Line  in  the  past  two  years— you  may  take 
an  introductory  10-week  trial  for  only  $29. 
You  get  the  same  bonuses  and  the  same 
money-back  guarantee. 

Please  give  us  your  ir.structions  on  the 
coupon  below  and  mail  it  today. 


The  Value  Line  Investment  Survey 


NAME  (please  print) 


ARNOLD  BERNHARD  &  CO.,  INC.»5  EAST  44TH  STREET»NEW  YORK,  NY.  10017 

Q  Please  enter  my  annual  subscription  to  The  Value 

Line  Survey  and  send  me  as  a  bonus  The  Investors      

Reference  Service  and  the  booklet,  "Investing  in  Com-      signature 
mon  Stocks"  for  $285.  (There  are  no  restrictions  with 
this  offer.) 

D  Payment  enclosed  D  Bill  me  for  $285 

a  I  prefer  a  special  10-week  trial  to  The  Value  Line 
Survey  (limited  once  to  any  household  every  two 
years)  and  send  me  the  Investors  Reference  Service 
and  the  booklet  "Investing  in  Common  Stocks"  as 
bonuses.  My  check  or  money  order  for  $29  is  en- 
closed. (Trial  subscriptions  must  be  accompanied  by 
payment.) 


416N01 


ADDRESS 


STATE  ZIP 

Not  assignable  without  subscriber's  consent.  Foreign  rates 
on  request.  Subscription  fees  are  fully  tax-deductible.  (NY 
residents  add  applicable  sales  tax.) 

GUARANTEE:  If  dissatisfied  for  any  reason.  I  may  return  the  material  within  30  days  for  a  full  refund  of  the  fee  I 

have  paid. 
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How  a  small  company 
.with  giant  competitors 

found  thejoad  to  fame  and 
fortune. 


3  you  know  what  happens  if 
ifre  Lanier  Business  Products 
d  yoifve  got  competitors 
med  IBM5  Dictaphone  and 
)relco? 

What  happens  is  that  when 
Lir  salesmen  go  out  on  cold  calls^ 
y  keep  getting  the  ultimate 
t-down- "Whaf  s  a  Lanier?" 

So  Lanier,  with  a  line  of 
Eility  dictating  machines  and  a 
lited  budget,  needed  a  whole 
from  its  advertising.  It  needed 
build  identity  in  the  market, 
d  then  increase  its  share  of 
urket. 

• 

le  Agency  Recommendation. 

Lanier's  advertising  agency 
arsteller,  recommended- 
(work  radio. 

Network  radio,  because  of  its 
ormous  reach,  frequency  and 
ipact  at  minimal  cost. 

And  drive-time  network 
iio,  because  it  reaches  great 
mbers  of  Lanier  prospects— 
x:utives,  purchasing  agents 
i  like  that. 

And  Stiller  &  Meara  in 
ve-time  network  radio,  because 
mor— with  an  effective  sales 
^ssage-gets  high  recall,  and 


Stiller  &  Meara  are  two  of  the 
funniest  people  around. 
What  happened? 

Oh  Yeah.  Lanier! 

"Job  accomplished,"  says 
Wes  Cantrell,Lanier's  Executive 
Vice  President  for  Marketing. 
"When  we  go  out  and  make 
calls  now,  an  amazing  number 
of  people  know  the  Lanier 
name.  They  say,  'Oh  yeah, 
Lanier?  And  our  business  has 
gone  up." 

Now  it  seems  to  us  that 
many  companies—  perhaps 
yours?— can  profit  from  the 
Lanier  experience  in  today's 
competitive  bind. 

Maybe  thaf  s  why  the  likes 
of  National  Bank  Americard, 
Airborne  Freight,  the 
Allis  Chalmers  Corporation, 
ITW,  Western  Union  and 
Metropolitan  Life  Insurance 
Company  are  using  radio  so 
extensively  today. 

Yeah,  radio. 


THE  CBS  RADIO 
NETWORK 

Bring  Us  Y)iir  Problem. 


Money  And  Investments 


The  Street  Walker 


The  Death  Watch  On  Kennecott 


It's  a  sad  thing  to  say  about  a  once- 
great  company,  but  today  Kennecott 
Copper  Corp.  is  worth  more  dead  than 
alive  as  far  as  investors  are  concerned. 
Despite  news  last  month  that  KN  had 
made  a  deal  to  sell  its  Peabody  Coal 
subsidiary  for  $1.2  billion,  $300  mil- 
lion over  book  value,  KN  stock 
plunged  from  33  down  to  25/4.  At 
that  price  Kennecott  was  selling  for 
just  over  half  its  book  value— less,  in 
fact,  than  the  $36  per  share  in  cash 
and  securities  it  would  get  from  the 
sale  of  Peabody. 

Why  did  the  stock  plummet  on 
what  should  have  been  good  news? 
"I'm  scared,"  said  one  trader,  "that 
management  will  take  all  that  Pea- 
body money  and  pour  it  into  the  cop- 
per business— and  Kennecott  isn't  mak- 
ing a  dime  in  copper."  He's  afraid,  in 
short,  that  the  Peabody  sale  will  en- 
able Keimecott  to  stay  in  business  as 
an  independent  copper  producer. 

As  a  copper  producer,  Kennecott's 
record  has  been  spotty,  to  say  the 
least.  Third-quarter  earnings  were 
$4.8  million— after  a  tax  credit  of  $5 
million— on  revenues  of  $254.7  mil- 
lion. Charles  A.  Bradford,  Merrill 
Lynch's  metals  analyst,  recently 
wrote:  "Kennecott's  cost  of  production, 
including  overhead,  is  among  the  high- 
est in  the  country.  .  .  .  Copper  opera- 
tions have  not  been  maintained  prop- 
erly." Moreover,  Bradford  is  by  no 
means  convinced  that  the  Feds  will  let 
the  consortium  (Newmont  Mining, 
Williams  Cos.,  Bechtel,  Fluor  and 
Equitable  Life  Assurance)  buy  Pea- 
body. If  the  sale  falls  through,  KN  is 
right  back  where  it  was  before:  A  not 
very  profitable  coal  company,  and  a 
not  very  profitable  copper  company. 
And  the  deal  may  very  well  fall 
through.  The  Federal  Trade  Commis- 
sion was  backed  by  the  courts  when  it 
ordered  Kennecott  to  disgorge  Pea- 
body; the  FTC  may  not  cotton  to  the 
idea  of  Newmont  Mining,  another  big 
copper  producer,  ending  up  a  major 
owner  of  the  big  coal  property. 

In  short,  there  are  too  many  uncer- 
tainties in  Kennecott,  and  Wall  Street 
abhors  uncertainty.  A  good  deal  of 
the  selling  that  cracked  the  price  last 
month  must  have  come  from  stock- 
holders unwilling  to  wait  around  long 
enough  to  see  how  the  story  ends. 

Of  course,  all  this  could  change 
if  an  outsider  made  a  tender  offer  for 
KN— or  if  KN  itself  used  some  Pea- 
body money  to  buy  in  a  big  chunk  of 


its  own  stock.   Kennecott,   nothing  if 
not  volatile,  could  have  a  big  runup. 
Things  to  watch  for: 

1)  Approval  of  the  Peabody  sale. 
KN  would  be  rolling  in  cash  and  mar- 
ketable securities  to  the  tune  of  $24  a 
share,  and  could  almost  buy  itself. 

2)  Progress  in  the  Arco- Anaconda 
merger.  If  the  Feds  let  it  go  through, 
the  coast  should  be  clear  for  some- 
body—an oil  company,  in  particular 
—to  buy  Kennecott  at  a  nice  premium 
over  market  price. 

3)  High  trading  volume  in  the 
stock  without  an  appreciable  price  re- 
covery. This  would  suggest  that  big 
money  interests  are  quiedy  accumu- 
lating shares  in  order  to  bring  them  to 
a  prospective  merger  partner. 

But  the  worst  thing  that  could  hap- 
pen—so far  as  the  market  is  con- 
cerned—is  for  the  status  quo  to  con- 
tinue. The  mere  fear  of  that  happen- 
ing was  enough  to  knock  the  stuflBng 
out  of  Kennecott  stock  last  month. 

Meyer  Berman: 
Born  Again 

"You  WANT  a  short-selling  bear?  Not 
me,  baby,  look  elsewhere.  The  mar- 
ket's going  to  1400,  maybe  1500.  I'm 
buying,  I'm  a  raving  bull  these  days!" 

That's  Meyer  Berman  talking.  The 
same  Meyer  Berman  who  built  a  repu- 
tation as  the  king  of  Wall  Street's 
bears  by  being  net  short  throughout 
most  of  the  latter  Sixties  and  early 
Seventies.  What  has  gotten  into  Mey- 
er Berman?  Jimmy  Carter's  election 
has.  Berman  likes  Carter.  He  has  be- 
come a  believer.  Trying  to  talk  Ber- 
man out  of  his  optimism  is  like  trying 
to  get  a  Moonie  to  say  that  Reverend 
Sun  Myung  Moon  isn't  kosher. 

Mention  a  negative,  and  Meyer 
Berman  sees  a  positive. 

Sluggish  bank  loans?  "Terrific!  It 
means  the  bankers  aren't  making 
stupid  loans  the  way  they  were." 
Higher  oil  prices?  "Thank  God  for  the 
Arabs!  Detroit  will  have  to  spend  a 
few  billions  for  smaller  cars,  and  that 
will  be  good  for  the  economy.  It  also 
means  we'll  pay  more  attention  to  our 
own  natural  resources." 

Berman,  43,  now  runs  individual 
and  institutional  money  for  Merkin  & 
Co.,  a  brokerage  firm  known  chiefly 
for  its  bond  business.  Berman  says  he 
turned  bullish  in  early  1974,  and  that 
Carter's  election  has  just  deepened  his 


optimism.  He  freely  admits  taking 
some  lumps,  but  cracks:  "I'm  always 
a  little  early. 

"Historically,  under  Republican  ad- 

c  ministrations,     the     market     performs 

very   poorly   compared  with  what  it 

does    under    Democratic    presidents," 

says  Berman. 

Tires  And  Tubes 

It's  not  at  all  unknown  for  a  spin- 
off to  result  in  two  pieces  of  paper 
being  worth  more  than  the  previous 
one  piece.  Something  like  this  may 
have  been  on  General  Tire  &  Rubber 
President  M.G.  (Jerry)  O'Neil's  mind 
—his  family  owns  16%  of  the  stock- 
when  his  board  proposed  that  the 
company  spin  ofl^  to  stockholders  its 
RKO  General  broadcasting  subsidiary. 

RKO  General  owns  four  TV  and  13 
radio  stations,  129  moviehouses,  sev- 
en soft-drink  bottlers  and  58%  of  prof- 
itable Frontier  Airlines.  On  sales  of 
about  $160  million,  it  will  earn  over 
$20  miUion  this  year— a  very  nice  re- 
turn. The  whole  company  will  prob- 
ably earn  over  $4.50  a  share  this  year, 
but  it  sells  for  only  $24—5/2  times 
earnings.  Spun  off,  the  RKO  shares 
should  command  a  substantial  price/ 
earnings  premium  over  that. 

In  short,  the  arithmetic  of  the  spin- 
off is  quite  attractive.  Excluding 
RKO,  the  company  could  easily  earn 
$3.50  a  share  for  the  fiscal  year  ended 
Nov.  30.  RKO  itself  will  earn  $1  or 
more.  Give  the  new  RKO  shares  a 
price/ earnings  ratio  of  ten,  say— the 
typical  broadcasting  stock  now  sells 
at  a  P/E  of  around  13— and  you  get  a 
price  of  $10  or  so  a  share.  Now  give 
General  Tire  itself  a  P/E  of  only 
six— Goodyear  currently  sells  for  ten 
times  last  year's  earnings— and  what 
do  you  have?  A  possible  price  of  $21 
a  share  for  General  alone. 

If  it  works  out  this  way,  you  end 
up  with  two  pieces  of  paper  worth 
$30  to  $35,  where  »the  one  piece  only 
brings  $24.  So,  why  haven't  the  ar- 
bitrageurs gone  to  work?  In  a  way  they 
have— the  stock  rose  to  26J2  shortiy 
after  the  announcement.  But  the  gap 
has  widened  again  for  several  rea- 
sons. For  example,  General  Tire  was 
involved  in  domestic  and  overseas  pay- 
offs, and,  as  a  result,  there  is  a  serious 
challenge  facing  renewal  of  its  profit- 
able Boston  TV-station  license.  Then, 
too,  the  spin-off  could  fall  through.  So, 
there  are  risks  in  the  deal.  On  the  oth- 
er hand,  no  risks,  no  profit  potential.  ■ 
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"Most  insects  spend 
their  brief  days  cai  earth 
trying  desperately  to  be 


diners  instead  erf  dinners. 


"But  although  man  has  harnessed  the  atom,  he  may  be  losing  the  battle  against  bugs." 


A  bug's  life  is  brief,  but  apparently  not 
joyless:  they  reproduce  so  enthusiastically 
that  they  can  mutate  out  from  under  the 
deadliest  insecticide  within  months.  It's 
war,  and  the  bugs  are  winning.  Which  is 
why,  according  to  a  recent  cover  story  in 
the  Environment  section  of  TIME  Maga- 
zine, scientists  are  leading  insects 
down  the  garden  path  with  fake  sex 

The  Weekly 


hormones  and  other  frustrating  chemicals. 
Is  all  this  just  too  esoteric?  Not  the  way 
TIME  writes  about  it.  If  there's  news  you 
should  know,  however  opaque,  however 
parochial,  TIME  has  an  uncanny  aptitude 
for  making  it  readable,  understandable, 
enjoyable,  even  repeatable.  Another  rea- 
son why  TIME  has  won  more  awards  for 
editorial  excellence  than  any  magazine. 


Newsmagazine 


Money  And  Investments 


Commodities 


A  Relatively  Riskless  Trade 


By  Stanley  W.  Angrist 


I  he  commodity  maiket  does  ap- 
pear to  act  irrationally  from  time  to 
time.  (Some  say  every  day.)  But 
every  now  and  then  it  offers  specula- 
tors a  trading  opportunity  that  ap- 
pears so  rational  that  one  can  truly 
say  that  it  is  a  relatively  low-risk  posi- 
tion. That  is  not  to  say  that  the  trade 
discussed  here  is  a  "sure  thing"— 
that  beast  does  not  exist.  But  it  is,  to 
say  the  least,  a  very  good  bet. 

The  trade  is  simple  indeed:  Go 
long  March  wheat  and  short  March 
corn.  The  margin  on  this  trade  is 
usually  the  margin  on  the  v/heat  con- 
tract alone,  or  about  $1,250  per 
spread.  Total  (round-turn)  commis- 
sions on  this  trade  are,  unfortunate- 
ly, the  sum  of  what  must  be  paid  on 
the  wheat  contract  and  the  com  con- 
tract, or  about  $85  per  spread. 

More  Wheat,  Less  Corn 

Why  is  this  spread  such  a  good  bet? 
This  takes  a  bit  of  explaining,  as  fol- 
lows: Since  July,  wheat  prices  have 
fallen  out  of  bed— March  wheat 
touched  $4.30  a  bushel  then.  Recent- 
ly that  contract  sank  to  $2.80.  The 
factors  that  have  put  the  bears  in 
charge  are  obvious:  1)  The  wheat 
crop  that  was  supposed  to  be  suffer- 
ing from  a  winter  drought  kept  grow- 
ing with  each  crop  report.  Timely 
rains  also  reached  the  spring  wheat 
crop  causing  it  to  flourish.  2)  The 
Russians  brought  in  a  greatly  im- 
proved grain  crop  that  has  drastically 
reduced  their  need  for  U.S.  wheat. 
3)  The  Canadians  have  also  brought 
in  a  great  crop.  And,  4)  to  top  it  all 
off,  the  rest  of  the  world  has  also 
come    through    with    a   record   crop. 


Stanley  W.  Angrist  is  a  professor  at  Carnegie-Mellon 
University  and  has  written  many  books,  including  one 
on   comnnodilies. 


". . .  try  a  trade 

that  will  not  keep 
you  up  at  night " 


Alas,  we  are  afloat  in  a  sea  of  wheat. 

And  what  about  corn?  Initially  the 
corn  crop  was  forecast  to  come  in  at 
a  record  6.6  billion  bushels.  Each  sub- 
sequent monthly  crop  report  reduced 
the  crop  until  the  November  report. 
At  that  time  the  U.S.  Department  of 
Agriculture  raised  its  estimate  from 
the  October  report  by  3%,  forecasting 
a  6.06-billion  bushel  harvest.  The  in- 
crease was  attributed  to  good  weather 
in  the  com  belt  during  the  harvest 
season.  This  is  the  largest  corn  crop 
ever  produced  in  this  country,  but  it's 
less  than  was  at  first  anticipated. 

So,  we  are  dealing  with  a  set 
of  psychological  expectations  here: 
wheat— more  than  expected;  com— less 
than  expected. 

This  set  of  circumstances  has 
caused  wheat  to  drop  to  a  very  low 
premium  over  corn.  Last  March  the 
actual  price  differential  was  $1.35  a 
bushel,  which  gave  wheat  a  premium 
of  43%  over  com.  In  late  October  the 
premium   dropped   to   as   little  as    17 


$1.40 


1.20 


emium  Of  1977 
March  Wheat 
vs.  March  Com 
in  Cents  /  Bushel 


1.00-  ■ 


July  ^ug.  Sept  Oct      Nov  1976 


cents  per  bushel— a  premium  of  only 
6%.  Is  there  anything  to  stop  wheat 
from  selling  at  an  actual  discount  to 
com?  The  answer  to  that  question  is 
a  qualified  "yes." 

A  bushel  of  wheat  weighs  on  the 
average  60  pounds,  while  a  bushel  of 
com  averages  56  pounds.  Based  sole- 
ly on  this  weight  differential,  the  feed 
value  of  wheat  is  1%  more  than  that 
of  corn.  That  is,  when  wheat  sells  for 
a  premium  of  as  little  as  1%  over  com, 
it  is  believed  that  feed-grain  users  will 
switch  from  com  to  wheat  in  their 
feed  mix.  It  is  also  believed  that  for- 
eign buyers  will  be  attracted  to  wheat 
because  it  can  be  used  both  as  an 
animal  feed  and  for  production  of 
flour.  (The  bulk  of  the  com  raised  in 
the  U.S.  can  only  be  used  as  an  ani- 
mal feed. )  In  addition,  alleged  or  real 
moisture  shortages  for  the  new  crop 
will  tend  to  stabilize  prices  during 
the  winter.  This  is  also  the  time  for 
seasonal  strength  in  wheat. 

Therefore,  all  the  logic  points  to 
the  wheat  premium  increasing  again; 
short-corn-long-wheat  looks  like  a 
sound  gamble. 

Volatility 

The  wheat  vs.  com  spread  should 
be  recognized  as  one  with  plenty  of 
volatility.  In  1974,  when  March  wheat 
rose  to  $6,  the  actual  premium  of 
wheat  over  com  reached  $3  per  bush- 
el. In  1970,  when  both  wheat  and 
corn  were  selling  around  $1.50  per 
bushel,  the  premium  of  wheat  over  . 
com  sank  to  a  low  of  8  cents  per  . 
bushel— which  is  only  a  5%  premium. 
However,  within  two  weeks  it  wid- 
ened out  to  a  more  normal  11%. 

There  are  several  factors  that  could 
cause  this  spread  to  widen  by  as  much 
as  25  cents  per  bushel  ($1,250  per 
contract).  The  low  price  of  wheat 
should  cause  domestic  use  and  U.S. 
exports  to  exceed  U.S.  Department  of 
Agriculture  estimates.  Furthermore, 
the  prices  farmers  are  now  seeing  for 
wheat  will  certainly  influence  them 
to  cut  back  on  their  winter  wheat 
plantings.    This   will    reduce   supplies 
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:oming  to  market  next  spring  and 
A'ill  tend  to  support  prices  for  this 
/ear's  crop. 

Com  should  be  pushed  in  the  op- 
josite  direction  by  hedging  pressure 
rom  farmers  as  they  finish  bringing 
n  their  crop  and  find  they  have  in- 
idequate  storage  for  it.  As  all  this 
^om  seeks  a  home,  it  will  have  a 
endency  to  widen  the  basis  (the  dis- 
count of  cash  to  future  prices).  The 
vide  basis  will  restrain  rallies  in  the 
utures  market.  After  the  harvest  is 
;ompleted,  demand  factors  will  cause 
he  cash  price  to  strengthen,  but 
hould  have  little  effect  on  futures  as 
he  basis  narrows. 

P'urther  adding  to  corn's  woes  is 
he  very  high  rate  of  livestock  slaugh- 
er  because  of  the  low  profit  margin 
II  hogs  and  an  actual  negative  mar- 
gin for  cattle.  As  animal  numbers  de- 
line,  so   does  the   demand  for  com. 

avoring  Wheat 

Both  corn  and  wheat  have  been 
1  downtrends  during  the  fall.  But 
ven  bear  markets  experience  sharp, 
Ibeit  brief,  rallies.  Such  rallies,  in  my 
pinion,  will  tend  to  widen  this  spread 
i  favor  of  wheat.  The  chart  shows 
^hat  has  happened  to  the  spread 
nee  July  when  March  wheat  com- 
landed  a  premium  of  $1.20.  The 
ecline  has  been  dramatic,  but  it  now 
ppears  that  the  trade  is  in  a  region 
here  entry  into  it  involves  a  very 
lodest  risk  (see  "Entry  Region"  in 
hart) . 

However,  it  should  be  kept  in  mind 
lat  the  market  could  decide  to  ignore 
le  fact  that  a  bushel  of  wheat  is  in- 
insically  worth,  on  a  weight  basis, 
least  7%  more  than  a  bushel  of 
Mil.  If  the  spread  should  drop  to  a 
oint  where  wheat  is  selling  for  only 

cents  over  corn,  I  would  not  argue 
ith  the  market— I  would  bail  out. 
Though  it  seems  to  me  that  such 
1  occurrence  is  unlikely  because  at 

cents   the   premium   is   just   3%  for 

heat.)    By  the   way,   there   is   some 

)od  news  in  these  bin-busting  com 

id  wheat  crops  even  if  you  are  not  a 

iinodity  speculator— they  will  cer- 

ly  act  to  put  a  damper  on  any  in- 

lonary  tendencies  in  the  food  sec- 

[•r  in  the  Cost  of  Living  Index. 

If  you  are  new  to  the  commodity 

^rket  and  would  like  to  try  a  trade 
:   will  not  keep   you  up   at  night 

d  on  Alka-Seltzer  in   the   daytime, 

i.s  might  be  the  one.   ■ 


A  useful  guide  for  the 

commission-conscious 

investor. 

This  free,  pocket-sized  book  enables  you  to  quickly  figure  and 
compare  practically  any  broker's  stock  and  option  commissions. 
Its  90  pages  of  tables  display  the  old  fixed  commission*  and 

commissions  at  a  wide  range  of  dis- 
counts from  it,  in  cents-per-share  and 
dollars-per-contract  rates  for  almost  any 
whole-priced  trade. 

Get  this  book  simply  by  mailing  this  ad 
or  asking  for  one  at  800-221-5338  toll- 
free  or  in  N.Y.  State  at  212-269-9127 
collect. 

From  the  people  who  started  commis- 
sion discounts  rolling  for  the  individual 
investor. 

♦Base  Commissions.  Pre-May  I,  1975  NYSE  and  CBOE- 
fixed  commissions. 


Name_ 


n 


Address. 


City_ 


.State_ 


_Zip_ 


AUG 


f    ^  Source  Securities  Corporation 

70  Pine  Street,  New  York,  N.Y.  10005  pQR  12/75  I 


Half-price  trial 
subscription  will  bring  you: 


babson's 


stock,  bond  &  business 

.      FORECAST  for  77 


Now  your  half-price,  8-week  trial 
all  for  only  $5.00: 

■  Stock  Market  Forecast  ■ 

■  Business  Outlook 

■  Investment  Strategy 

■  12  Babson's  Best  Buys  for 
appreciation  and  growth 

■  4  Common  Stocks  for  high 
income 

■  4  Preferred  Stocks  for  high 
income 

■  4  Bonds  for  high  income 


will  include  these  extras 

4  Convertible  Securities  for 
appreciation  and  income 

Plus  Buy,  Sell,  Hold  on: 
100  Major  Stocks 
30  Depressed  Stocks 
30  Low-Priced  Stocks 
25  Utilities 

Pius  $100,000  Sample 
Retirement  Portfolio. 


Mall  this  coupon  today.  Full  refund  if  not  entirely  satisfied. 
All  reports  by  1st-class  mail. 


^fSSH^ 


babson's 
reports  inc. 


Please  send  my  8-week  trial  plus  Forecast 
for  1977  and  bonuses.  $5.00  enclosed. 


Name. 


Wellesley  Hills,  Mass.  02181 

FOUNDED  IN   1904  BY   ROGER  W.   BABSON 


Street  &  No. 
City 


.State. 


.Zip. 


This  subscription  will  not  be  assigned. 
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Money  And  Investments 


Why  Closed-End 
Trusts  Pay  High  Yields 


FotTR  of  the  closed-end  investment 
trusts  listed  below  made  the  Forbes 
honor  roll  (Aug.  15,  1976)  for  the 
15  top  j>erformers  among  investment 
funds.  But  the  performance  that 
earned  them  honor  doesn't  seem  to 
help.  Like  all  closed-ends,  Standard 
Shares,  Lehman  Corp,,  Japan  Fund 
and  Niagara  Share  sell  at  hefty  dis- 
counts from  their  net  asset  value.  This 


is  not  a  new  story;  it  has  been  so  for 
years.  Investors  do  not  seem  to  love 
these  companies  that  invest  in  other 
companies.  Short  of  declaring  them- 
selves open-ended  {i.e.,  redeeming 
their  own  shares  on  demand  at  net  as- 
set value),  there  is  almost  no  chance 
that  these  stocks  can  get  rid  of  those 
discounts  anytime  soon. 

So    why    bother    with    the    stocks? 


Statistical  Spotlight 


Look  at  the  yields.  In  part  be- 
cause of  these  discounts,  the  dividend 
yields  are  far  higher  than  for  open- 
ended  investment  companies.  These 
closed-end  stocks,  with  few  excep- 
^  tions,  pay  considerably  more  than 
any  but  the  most  income-oriented 
open-ends. 

As  an  alternative  to  mutual  funds, 
then,  these  closed-ends  have  two  ad- 
vantages: They  yield  better;  and  you 
pay  only  ordinary  stock  exchange 
commissions,  not  an  8%-plus  loading 
charge.  And,  of  course,  there's  al- 
ways a  chance  that  discount  will  nar- 
row a  bit.   ■ 


Latest  12-Month 

Cash  Distributions 

Net  Asset  Value 

Total 

Net 

Assets 

» 

Capital 

Invest- 

Discount 

Recent 

Increase 
Over 

Yield 
On 

ment 

\ 

(mil.) 

Gains 

Income 

Company 

Recent 

12/31/74 

Price 

Recent 

12/31/74* 

Common 

$     8 

$  0 

$  0 

Highland  Capital 

43% 

67% 

4V4 

$  7.45 

64% 



147 

0.50 

1.49 

Baker,  Fentress 

41 

58 

31 

52.94 

42 

4.8% 

n 

0 

0.03 

Value  Line  Devel  Cap 

39 

70 

23/8 

3.90 

-8 

1.3 

107 

0 

0.77 

National  Aviation  &  Tech 

35 

43 

143/8 

22.14 

73 

5.4 

46 

0 

0.40 

Central  Securities 

35 

41 

5V4 

8.04 

47 

7.6 

14 

0 

0.13 

Keystone  OTC 

34 

39 

6V4 

9.49 

61 

2.1 

115 

0+ 

0 

Standard  Shares 

34 

38 

22% 

34.30 

111 

— 

25 

0 

1.20 

New  America  Fund 

33 

58 

93/4 

14.54 

62 

12.3 

14 

0 

0 

Diebold  Venture  Cap 

31 

69 

6y4 

9.11 

52 

— 

374 

0 

0.60 

Madison  Fund 

30 

29 

111/2 

16.33 

63 

5.2 

45 

0 

1.15 

Bancroft  Convertible 

28 

22 

15V2 

21.53 

39 

7.4 

62 

0 

0.60 

Chase  Convertible 

28 

14 

8 

11.06 

36 

7.5 

175 

4.65* 

1.05 

Source  Capital 

27 

45 

IIV4 

15.38 

76 

9.3 

34 

0 

0 

RET  Income 

27 

+34 

13/4 

2.39 

156 

— 

119 

54 

0.57 

US  &  Foreign  Securities 

25 

26 

i6y2 

22.04 

49 

3.5 

22 

0 

1.36 

Castle  Convertible 

24 

23 

163/4 

22.03 

50 

8.1 

653 

0.66 

0.87 

Tri-Continental 

24 

14 

195/8 

25.76 

47 

4.4 

23 

0.31 

0.58 

Carriers  &  General 

23 

16 

i3y2 

17.42 

51 

4.3 

1 

0 

0 

Overseas  Securities 

22 

37 

33/8 

4.33 

37 

— 

135 

0.77 

0.14 

japan  Fund 

22 

43 

8y2 

10.83 

37 

1.6 

214 

0.42 

0.49 

Adams  Express 

21 

25 

115/8 

14.80 

50 

4.2 

108 

0.83 

0.23 

General  American  Inv 

21 

13 

103/8 

13.20 

47 

2.2 

480 

0.67 

0.27 

Lehman  Corp. 

21 

22 

IIV4 

14.26 

39 

2.4 

16 

0 

0.82 

American  Utility  Shares 

20 

17 

11 

13.70 

42 

7.5 

11 

0 

1.24 

Drexel  Utility  Shares 

20 

5 

163/8 

20.39 

60 

7.6 

64 

0 

1.32 

American  General  Cv  Sec 

19 

+  3 

17 

20.86 

47 

7.8 

42 

0 

1.32 

Paul  Revere  Investors 

15 

28 

14 

16.40 

5 

9.4 

98 

0.70 

0.25 

Niagara  Share 

14 

+  4 

113/8 

13.17 

31 

2.2 

79 

0 

1.60 

MassMutual  Corp  Inv 

14 

39 

17V8 

19.80 

0 

9.3 

47 

0 

1.44 

Drexel  Bond— Deb 

13 

13 

i7y2 

20.07 

21 

8.2 

134 

0 

0.97 

MassMutual  Inc  Inv 

13 

13 

113/8 

13.03 

11 

8.5 

134 

0.15 

0.72 

United  Corp 

12 

25 

95/8 

10.92 

37 

7.5 

Average  Closed-End  Funds 

47 

Standard  &  Poor 

's500 

45 

*  includes  reinvestment  of  capital  ga 

ins.     t  $0.73  in  stock  from  portfolio  holdings. 

i  Classified 

as  return  o 

f  capital. 
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Stock  Trends 


The  Stock  Market  As  Neurotic 

By  Myron  Simons 


he  stock  market  is  a  masochist.  It 
gets  accustomed  to  pain,  and  then, 
when  the  source  of  pain  is  removed,  it 
seems  to  resent  it.  During  the  Repub- 
hcan  Administration  of  the  last  eight 
years,  the  stock  market  has  had  some 
of  its  toughest  sledding  since  the 
Great  Depression.  And  how  does  the 
market  greet  the  change  of  adminis- 
trations; the  removal  of  the  source  of 
pain?  By  going  down. 

Is  this  logical? 

Let's  face  the  facts:  The  stock  mar- 
ket has  not  given  the  Republicans 
very  high  marks.  Sure,  the  Dow  Jones 
industrials  have  flirted  with  the  1000- 
mark  many  times,  but  it  has  been 
pushed  up  there  by  earnings,  not  by 
confidence.  In  1969,  the  multiple  on 
the  Dow  was  16;  now  it  is  just  a 
shade  over  9.  So  much  for  the  stock 
market's  own  confidence  poU  and 
what  it  thought  of  Repubhcan  admin- 
istrations. We  have  been  having  a  bull 
market  in  earnings  and  a  bear  market 
in  multiples.  You  have  to  go  back  to 
the  early  Fifties  to  find  a  multiple  on 
the  Dow  as  low  as  today's. 

This  column  is  not  intended  to  be 
a  diatribe  against  the  Republicans. 
Far  from  it.  Obviously,  they  had  to 
struggle  as  heroically  as  they  could 
against  the  economic  mess  they  in- 
herited. Hojvever,  it  might  be  a  good 
idea  for  stock  buyers  to  be  open  to  the 
thought  that  all  is  not  lost.  In  fact,  a 
new  approach  to  the  economic  prob- 
lems of  the  U.S.  and  the  industrial- 
ized world  might  be  a  good  thing. 

If  campaign  promises  mean  any- 
thing, a  main  focus  of  economic  at- 
tention of  the  Carter  Administration 
will  be  an  attack  on  unemployment. 
That  doesn't  necessarily  mean  a  huge 
spending  program.  It's  more  likely 
that  there  will  be  a  rifle-like  approach 

Mr.   Simons   is   director  of  research   at   the  securities 
firm  of  Weeden  &  Co. 


''Under  a  Carter  Administration^  the  big  corporations 
will  be  challenged  from  time  to  time  by  the 
Justice  Department So,  what's  new?" 


that  will  attack  the  worst  areas  of  un- 
employment, at  relatively  modest  cost. 
As  long  as  this  doesn't  mean  massive 
new  programs,  is  such  ameliorative 
spending  a  threat  to  business  and  to 
the  stability  of  the  dollar? 

Under  a  Carter  Administration,  the 
big  corporations  will  be  challenged 
from  time  to  time  by  the  Justice  De- 
partment or  the  Federal  Trade  Com- 
mission. So,  what's  new?  Have  the  Re- 
publicans been  soft  on  antitrust?  Those 
companies  that  have  a  large  share  of 
their  earnings  coming  from  weak  Eu- 
ropean economies  may  have  some  dif- 
ficulties, but  is  that  Carter's  fault? 

Growth  Areas 

To  the  stock  buyer,  in  my  view, 
the  switch  to  a  more  growth-oriented 
administration  ofl^ers  whole  new  fields 
of  opportunity.  All  that  should  be  re- 
quired to  make  the  next  year  an  ex- 
citing time  is  to  pinpoint  the  areas 
that  will  get  an  upward  shove  from 
the  Government  and  to  take  advan- 
tage of  them. 

Housing— Even  though  the  indus- 
try has  been  depressed  for  most  of 
the  year,  a  number  of  companies  are 
going  quite  well.  A  little  bit  of  gov- 
ernment help  can  go  a  long  way  to- 
ward insuring  them  some  pretty  good 
growth.  As  that  becomes  apparent, 
the  price/earnings  multiples  should  im- 
prove. Johns-Manville  (32),  selling  at 
a  httle  over  7  times  1977's  estimated 
earnings,  is  a  good  candidate.  So  is 
Jim  Walter  (38),  which  also  has  a 
stake  in  coal. 

Coal— The  U.S.  is  to  coal  as  Saudi 
Arabia  is  to  oil,  so  we've  got  to  use 
it  to  the  utmost.  Cooperation  between 
a  Democratic  Congress  and  President 
should  finally  clarify  the  laws  govern- 
ing strip  mining  and  other  aspects  of 
the  industry. 

Eastern  Gas  &  Fuel  (26)  gets  most 
of  its  revenues  from  coal,  but  it  also 


has  an  important  natural  gas  divi- 
sion and  a  large  stake  in  barge  trans- 
portation. It  should  earn  about  $3.10 
this  year  and  more  next.  Burlington 
Northern  (41)  has  a  huge  potential 
in  coal  and  should  benefit  when  the 
legislative  problems  of  strip  mining 
are  cleared  up.  Its  railroad  should  also 
see  better  days  if  the  economy  starts 
to  grow  again. 

Energy— The  most  obvious  area 
that  will  benefit  from  an  attempt  at 
more,  energy  self-sufiiciency  is  coal. 
But  around  the  corner  is  greater  use 
of  electrical  equipment  in  place  of  the 
internal  combustion  engine.  Eltra 
(24)  is  a  leader  in  the  electrical  ve- 
hicle market  through  its  Electric  Auto- 
lite  division.  Nothing  so  dramatic  as 
the  electric  automobile  is  likely  to  ap- 
pear in  the  near  future,  but  Eltra  is 
a  leader  in  the  lift-truck  market,  and 
the  conversion  from  gasoline  engines 
to  battery  run  engines  should  accel- 
erate. Even  though  the  company  made 
it  through  the  recession  marking  up 
higher  profits  every  year,  it  still  sells 
for  only  a  little  over  6  times  its  esti- 
mated $4  earnings  for  the  fiscal  year 
ending  next  September. 

There  are  several  reasons  for  low 
price/ earnings  multiples.  Certainly  the 
competition  from  high-yielding  bonds 
has  something  to  do  with  it.  And  the 
weakness  of  a  number  of  our  Euro- 
pean trading  partners  doesn't  help. 
But  what  I  regard  as  the  most  im- 
portant single  depressant  should  soon 
be  removed.  We  are  about  to  get  an 
administration  that  is  pledged  to  an 
acceleration  of  economic  growth.  We 
haven't  had  that  for  years.  It  may 
take  a  while  before  we're  convinced 
that  it  can  really  be  accomplished. 
But,  once  we  are,  it  should  be  easy 
for  the  market  to  add  a  multiple  or 
two.  At  this  level  of  earnings,  every 
point  on  the  Dow  multiple  is  worth 
100  points-plus  on  the  Dow  index.  A 
little  confidence  will  go  a  long  way.   ■ 
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T.ROWE  PRICE 
GROWTH  STOCK 
^  FUND,  IMC. 

A  NO-LOAD  FUND 

Investing  in  stocks 

selected  for  long  term 

growth  possibilities 

Individuals  &  institutions 
are  invited  to  request  free  prospectus 

NO  SALES  CHARGE 

Self-Employed 

Retirement  Plan 

(Keogh  Act) 

Available 


T.   Rowe  Price  Growth  Stock  Fund,   Inc. 

100  East  Prott  Street,  Depl.  A6 

Boltlmore,  Md.  21202  Phone:   (301)  547-2136 


phBlps 
dadge 

165th  CONSECUTIVE 
QUARTERLY   DIVIDEND 

The  Board  of  Directors  of 
Phelps  Dodge  Corporation  has 
declared  a  quarterly  divider)d 
of  55(  per  share  on  ifs  capital 
stock  payable  December  10, 
1976  to  stockholders  of  record 
at  the  close  of  business  on  No- 
vember 79,  1976.  Total  divi- 
dends for  1976  amount  to  $2.20 
per  share,  the  same  as  in  1975. 

ROGER  C.   SMITH, 
Vice  President-Finance 
and  Treasurer 

New  Yorfc,  N.  Y. 
Novembers,  7976 


PUBLIC  LANDS-OPPORTUNITY 

Equal  Opportunity  is  provided  all  citizens 
of  the  U.S.A.  to  participate  in  the  Profits 
and  Tax-Benefits  of  Oil  &  Gas  Lease-Rights 
on  Public  Lands.  Parcels  are  awarded  each 
month  through  PUBLIC  DRAWINGS  which 
provide  profit  potential  in  excess  of  '/2  rnil- 
lion  dollars.  DRAWINGS  are  administered 
by  the  BUREAU  of  LAND  MANAGEMENT. 
To  enter  your  name,  send  $25.00  for  one 
parcel  (two  parcels  $50.00,  three  parcels 
$75.00,  etc.).  For  complete  information 
write  or  call 

FEDERAL  OIL  «  GAS  LEASES,  INC. 

CMlogical  &  Market  Evaluation  Services 

2995  L.B.J.  Freeway 

P.O.  Box  29119,  Dept.  FOR 

Dallas,  Texas  75229  Ph.  (214)  243-4253 

Coll  toll  free  800-S27-26S4  cicepi  from  Teiot 
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A  Good  Idea? 

"It's  a  long  educational  process," 
sighs  Wellington  Management  Vice 
President  Richard  A.  Redeker.  "We 
thought  the  customers  would  be  sun- 
ning to  the  door." 

Redeker  is  referring  to  two  no-load 
funds  Wellington  brought  out  late 
last  year:  Qualified  Dividend  Port- 
folio, which  invests  primarily  in  high- 
yielding  common  stocks,  and  QDP  II, 
which  invests  only  in  preferred  stocks 
and  other  fixed-income  securities.  To 
date,  QDP  has  a  paltry  $1.1  million  in 
assets;  QDP  II,  only  $6.4  million. 

The  funds  were  designed  so  that  all 
their  distributions— capital  gains  and 
interest,  as  well  as  corporate  divi- 
dends—would be  eligible  for  the  85% 
tax  deduction  allowed  to  corporations 
on  dividend  income.  With  that  at- 
traction, Wellington  thought  the 
funds  would  appeal  immediately  to 
two  potentially  large  markets— cor- 
porations with  excess  cash  and  in- 
dividuals in  the  market  for  a  variable 
annuity  or  an  investment  annuity 
(Forbes,  May  J).  Corporations  often 
have  cash  they  don't  need  immediate- 
ly—cash tucked  away  for  deferred 
compensation,  or  cash  earmarked  for 
capital  expenditures  that  might  not 
be  needed  for  a  year  or  more.  Some 
of  this  cash  is  usually  invested  in  pre- 
ferred stocks  (their  dividends  are 
taxed  at  an  effective  rate  of  7.2%) . 

Why,  then,  would  a  company  trea- 
surer go  for  QDP  II,  and  not  invest 
the  money  directly?  The  answer,  in 
large  part,  is  that  QDP  II's  interest 
and  capital  gains  would  be  passed 
through  as  a  dividend  qualifying  for 
that  85%  deduction.  If  a  corporation 
receives  interest  income  or  has  real- 
ized capital  gains,  it  must  pay  regular 
income  tax  rates,  48%  on  the  interest 
on  short-term  gains  and  30%  on  long- 
term  gains. 

How  does  QDP  pull  that  trick? 
Under  the  law,  a  mutual  fund's  dis- 
tributions come  under  two  classes: 
long-term  capital  gains  and  regular 
dividends.  The  dividends  can  include 
short-term  capital  gains  and  interest 
income  (interest  income  so  qualifies 
if  it  does  not  make  up  more  than  2.5% 
of  the  fund's  gross  income).  So  QDP 
always  makes  sure  that  any  capital 
gains  are  realized  before  six  months 
(nine  months  after  Jan.  1  under  the 
new  tax  bill).  A  security  with  a  gain 
is  sold  and  can  then  be  bought  back. 
This    high    turnover    naturally    makes 


for  higher  expenses,  but  the  tax  sav- 
ings   for    a   corporation   offset    them 

For  the  individual  investor  inter 
ested  in  a  variable  or  investment  an 
nuity,  the  savings  are  potentially  jusi 
as  significant.  Under  current  tax  law 
any  realized  capital  gains  in  these  an- 
nuities are  taxed  at  a  30%  rate  i 
they're  long  term,  48%  if  they're  shor 
term.  Unlike  interest  and  dividends 
capital  gains  in  these  annuities  art 
not  tax-deferred.  This  can  hurt.  Say 
an  investor's  annuity  account  ha 
had  reahzed  gains  of  $10,000.  Three 
thousand  dollars  goes  to  Uncle  Sam 
When  the  investor  does  draw  the  re 
maining  $7,000,  he  pays  regular  in 
come  tax  on  it,  getting  no  credit  foi 
previous  taxes  paid.  "A  case  of  dou 
ble  taxation,"  says  Redeker. 

But  if  the  annuity  account  is  in 
vested  in  QDP,  the  capital  gains,  in 
effect,  are  treated  as  dividends  and 
thus  are  tax-deferred. 

QDP  has  similar  tax-deferring  ad 
vantages  for  investment  annuities 
which  are  like  other  annuities  excep 
that  the  investor  decides  what  goe 
into  the  portfolio. 

To  give  QDP,  the  stock  fund 
added  pizzazz,  Wellington  gave  ib 
portfoUo  to  John  Neff,  whose  long- 
term  record  with  Wellington's  Wind 
sor  Fund  (assets:  $500  million)  i 
one  of  the  best  in  the  industry.  QDl 
has  performed  well  since  its  incept 
tion,  appreciating  some  27%  vs.  16.1'*! 
for  the  Standard  &  Poor's  500 
more  successful  issues  include  Misi 
souri  Portland  and  American  Stores 

On  paper,  then,  Wellington  ha-jj 
two  plausible  vehicles  to  tap  excesii 
corporate  cash  and  the  markets  fo  j 
variable  and  investment  annuities  * 
But  marketing  has  been  somethinifi 
else.  "We're  not  geared  to  selling  no^ 
load  vehicles,"  says  Redeker.  Wellin 
ton's  other  funds  have  sales  char; 
and  are  sold  through  broker-deale: 
Wellington  doesn't  have  its  own 
rect  sales  force. 

More  important  for  individuals,  t 
Internal  Revenue  Service  may  now 
the  investment  annuity  vehicle.  Tha 
possibility  has  put  a  serious  crimp  i** 
what  once  promised  to  be  a  vast  neMJ 
market  of  individual  investors. 

"We    think    the    potential    is    stlj 
there,"  says  Redeker.  "It's  just  goi 
to  take  longer  to  realize  it." 

In    funds,    as    in    other   busincsse 
you    need    more    than    a    good    idei 
You  have  to  know  how  to  market 
as  well. 
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The  Funds 


Nice  Try! 


here's  another  bright  idea  that  also 
hasn't  taken  off— the  tax-avoidance 
fund.  We're  talking  about  two  mutual 
funds— American  Birthright  (assets: 
$27  million)  and  Steadman  Tax-Shel- 
tered Trust  ($700,000) -that  invest 
in  common  stocks  but  try  to  avoid  tax 
liabilities  to  their  shareholders. 

"We  want  the  high-income  earner 
who  wants  to  accumulate  some  cap- 
ital," says  Steadman  Trust  President 
Irving  Levine. 

Here's  how  the  funds  work.  Most 
mutual  funds  pass  through  all  income 
and  capital  gains  to  their  sharehold- 
ers. That  way,  the  funds  avoid  pay- 
ing taxes  and  so  avoid  double  taxa- 
tion. But  American  Birthright  and 
Steadman  have  chosen  to  be  taxed 
as  regular  corporations.  In  their  cases, 
this  means  not  being  taxed  at  all.  Tax 
law  says  that  85%  of  a  corporation's 
dividend  income  is  tax-free;  in  effect, 
the  eflFective  tax  rate  on  intercorpo- 
rate dividends  is  about  7%.  But  their 


expenses    will    wash    out   even    that. 

The  shareholders  in  this  case  re- 
ceive no  distributions.  If  they  did, 
they  would  have  to  pay  taxes.  If  a 
shareholder  wants  income,  he  redeems 
some  of  his  shares.  Thus  most  of  the 
money  he  gets  back  is  a  return  of 
principal,  not  taxable  income. 

But  now  the  picture  gets  a  wee 
bit  more  complicated.  The  problem  is 
capital  gains,  both  realized  and  un- 
realized. Under  Internal  Revenue  Ser- 
vice rules,  funds  such  as  these  must 
pay  a  30%  tax  on  all  realized  capital 
gains  and  reserve  a  30%  tax  on  all  un- 
realized gains.  Thus  an  investor,  if  he 
cashes  in  his  chips,  could  get  back 
only  70  cents  of  each  $1  of  capital 
gains— and  still  have  to  pay  taxes  on 
that  70  cents.  Who  needs  that? 

"It's  not  as  bad  as  that,"  says  Amer- 
ican Birthright  President  Richard  J. 
Sluggett.  "When  going  into  this  fund, 
you're  buying  past  reserves.  You're 
sort  of  buying  in  at  a  discount."  It's 
only  the  early  investor  who  gets  hurt 
the  most. 


Realized  capital  gains?  Here  the 
funds  have  to  make  sure  they  have 
losses  to  oflFset  them. 

Both  want  to  absorb  other  funds 
that  have  big  loss  carryforwards. 
These  losses  can  be  used  to  oflFset 
future  gains. 

If  these  funds  and  any  similar  ones 
that  might  come  along  do  become 
popular,  the  IRS  might  try  hitting 
them  with  extra  taxes  for  improper  ac- 
cumulation of  income.  "The  IRS  never 
intended  to  have  that  apply  for 
broadly  held  corporations,"  says  Slug- 
gett, "and  that  has  been  upheld  by 
the  courts."  True  enough  for  now. 
But  in  the  future? 

Steadman  Tax-Sheltered  Trust  is 
too  new  to  have  much  of  a  record. 
While  American  Birthright,  pubUc 
since  1970,  has  not  done  well  since 
the  market  lows  of  1974,  its  five-year 
performance  has  been  good.  It  has  had 
a  total  return  of  29%,  vs.  the  7%  av- 
erage for  the  mutual  fund  industry. 
The  moral:  Buy  a  fund  for  perfor- 
mance, not  as  a  tax  gimmick.   ■ 
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PENTHOUSE  -  BREATHTAKING 

Fort  Lee,  N.J.  Sublet-15min.  mid- 
Manh.  Unbelievable  N.Y.  skyline 
view,  500  ft.  above  Hudson.  Lavish- 
ly custom  furnished  &  reconstructed 

9  room  apt,  3V2  baths,  built-in  of- 
fice. Perfect  for  entertaining.  Ac- 
commodates 90.  Panoramic  terrace. 
Evening  wonderland.  Ideal  for  Ex- 
ecutive  or   Corporation.   Weekdays 

10  to  4,  (212)  422-4323;  Weekends- 
Evngs.  (201)  224-3302. 


CONDOMINIUM 

Beautiful  condominium  in  the  new- 
est and  finest  resor*  development 
in  Colorado,  Tamarron,  18  miles 
North  of  Durango.  Built  by  Golf 
Host  West,  Inc.,  developers  of  In- 
nesbrook.  B  Unit,  1530  sq.  ft.,  best 
view  in  resort.  18  hole  golf  course, 
indoor  tennis,  indoor-outdoor  swim- 
ming, skiing  at  Purgatory  8  miles 
from  resort  plus  other  excellent 
facilities.  $88,000.00. 

Call  (806)  376-4641  or  write 

Att:  VLR  P.O.  Box  12075, 

Amarillo,  TX  79101 


FORBES: 

CAPITALIST  TOOL 


WORLDS  I.AK(il  ST.  MOST  FAM<  K  1$ 

REAL  ESTATE  CATALOG 

PROPKRTIFS  ALL  ACROSS  AMLRK  A 

MAILED  FREE!?!! 

NEARLY  6000  OF  OUR  BKST  PROHK  HTIKS 
DPSCRIBFD  «  PIC  TIIRFD  •  Al  I  VAI I IFS!  ,  »* 

SKNDFOR  YOUR  I  HKK( OPY  TODAY       __  -* 

STROUT  REALTY 

60  E.  42nd  ST.  (17) 

NEW  VORK 

NY  10017  —  ^ 


Lookinglor  dramatic  capital  appreciation' 

INVEST  IN  CANADIAN 
ACREAGE  from  '47  AN  ACRE 

A  12-year  record  of  excellent  per- 
formance to  Investors:  Participate 
for  potential  profits. 


ONE  YEAR  EXCHANGE  PRIVILEGE 


Free  catalogue  write: 

CANADIAN  ESTATE  Oept  fob 

286LawrenceAve  W.Toronto. Ont.Canada  M5M3A8 


OWN  A  HIDDEN  VALLEY 

Entire  Hidden  Valley  in  Wyoming 
mountains  with  large  lodge,  6  ca- 
bins, pool,  3  trout  ponds,  stream 
&  3,000  acres.  Lodge  has  lounge, 
3  fireplaces,  living  quarters  &  hotel 
kitchen.  Near  Yellowstone  Pk.  Ask- 
ing $1,600,000.  Just  20  minutes 
from  Cody,  Wyo.  airport  7100  foot 
lighted  asphalt  runway.  Year  around 
use  and  total  seclusion  for  you,  a 
corporate  retreat,  or  syndication. 
Contact  Mel  McGee,  Broker,  Box 
870,  Cody,  Wyo.  82414.  (307)  587- 
4841. 

CITY  OF  RENO  -  12.95  ACRES 

Prestigious,  tour  st-oriented  loca- 
tion. Fronts  on  Reno's  main  artery 
-  overlooks  lake  at  rear.  Adjacent 
Northern  Nevada's  busiest  inter- 
section —  largest  shopping  area. 
Geothermal  well  supplies  hot  water 
and  heat  for  74-unit  operating  motel 
and  pool.  Call  C.  Steininger,  (702) 
826-6455. 

HAWAII.  Rare  oceanfront  homesite 
in  a  park-like  setting  with  many 
palm  trees  and  well  maintained 
lawn,  approx.  2.243  acres,  fee 
simple,  140  ft.  of  oceanfront,  on 
paved  road  26  miles  from  Hilo, 
near  Isaac  Hale  Park.  Ideal  cli- 
mate. For  this  and  other  attractive 
real  estate  buys  contact  Scott 
Camburn  (RA)  Box  747,  Hilo,  Hi. 
96720  (808)  935-6661.  RSM,  Inc., 
broker. 
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CAPITAL  &  INVESTMENT 
OPPORTUNITIES 


LARGE 
CASH  RETURN 

from 

OIL  and  GAS 

LEASES  ON 

PUBLIC  LANDS 

•  *  • 

The  United  States  Depart- 
ment of  the  Interior  (Bureau 
of  Land  Management)  holds 
non-competitive  public  draw- 
ings each  month  to  afford  all 
citizens  over  the  age  of  21 
years  an  equal  opportunity 
to  own  oil  and  gas  lease 
rights  on  lands  owned  by  the 
Federal  Government. 

A  $20.00  tax  deductible  filing 
fee  could  return  a  sum  ex- 
ceeding $75,000.00  immedi- 
ately, plus  an  overriding  roy- 
alty for  possible  future  in- 
come. 

•    •    • 

For  further  information  on 
how  you  can  intelligently  par- 
ticipate in  the  government 
sponsored  program,  contact: 

MAX  WILSON,  INC. 

P.O.  Drawer  1978-FO 

Roswell,  New  Mexico  88201 

Toil  Free  Number 

800  545-7955 


DIAMOND 
WHOLESALER-IMPORTER 

House  of  Diamonds  offers  a  wide 
range  of  selections  designed  to 
please  a  discriminating  public.  We 
Offer  some-  of  the  finest  merchan- 
dise available  without  compromis- 
ing quality  standards.  Send  $5.00 
for  grading  guide  to:  HOD,  P.O. 
Box   1515,    Petersburg,   Va.    23803. 

$17  ENTRY  .  .  .  $200,000  RETURN? 

A  $17.00  tax-deductible  filing  fee 
on  non-competitive  public  draw- 
ings for  oil  and  gas  leases  by  the 
Federal  Government  could  return 
$200,000.  Free  details.  AA  Oil  & 
Gas  Inc.,  2051  East  Camelback 
Road,  Phoenix,  Arizona  85016.  (602) 
955-7600. 


INVESTORS  WANTED 

Developer  seeks  private  investors 
to  participate  in  ownership  of  strip 
shopping  centers  in  Fort  Pierce  - 
Vero  -  Stuart,  Florida.  Projects  have 
long  term  leases  with  AAA  tenants 
&  Mortgage  Financing.  Contact  P.C. 
Smith  &  Assoc.  P.O.  Box  4373,  Fort 
Pierce,  Florida  33450.  (305)  465- 
1440. 

OWN  RACE  HORSES 

With  honest,  competent  advice,  the 
thrills  of  racing  are  less  expensive 
than  you  think.  Our  associates  offer 
100  years  experience  &  above  all, 
total  integrity.  Please  call  or  write: 
KERRY  FITZPATRICK,  Box  824F, 
Eatontown,  New  Jersey.  (201)  542- 
0505. 


MANUFACTURERS' 
REPRESENTATIVES 

BECOME  A  SUCCESSFUL 
MANUFACTURERS' 
REPRESENTATIVE 

Manufacturers'  Agents'  Newsletter 
tells  you  which  firms  are  looking 
for  representatives,  the  firm's  prod- 
uct line  and  territories  available. 
For  information  write:  Manufactur- 
ers' Agents'  Newsletter,  Dept.  178A. 
23573  Prospect  Avenue,  Farming- 
ton,  Michigan  48024. 

CANADA 

Established  almost  30  years,  we 
are  Canada's  largest  manufactur- 
ers' agency,  calling  on  all  electrical 
and  hardware  distributors,  chain 
and  department  stores,  from  coast 
to  coast.  We  also  spec  our  major 
lines  with  the  larger  consultants, 
architects  and  engineers.  Open  for 
major  lines  •  Mr.  B.  F.  Hahn,  Mor- 
ley  Agencies  Limited,  406  Adelaide 
Street  East,  Toronto,  Ontario,  Cana- 
da M5A  1N4.  Tel.  (416)  366-7671; 
telex   06-219717. 

BUSINESS  SERVICES 


FINANCING 


;  (816)561-8900  ^ 


WE  ACT  AS  YOUR 
NEW  YORK  OFFICE 

Use  our  address  and  telephone 
numbers  as  your  own.  We  will  re- 
ceive and  forward  your  mail  and 
telephone  messages.  Serving  busi- 
nesses &  individuals  throughout 
the  world  since  1946. 

National  Business  Exchange 

150  Broadway 

New  York.  N.Y.  10038 

(212)  684-3556 

BUSINESS  OPPORTUNITIES 


IMMEDIATE  CASH 

Florida's  leading  jeweler  pays  high- 
est prices  ever  for  diamonds,  pre- 
cious jewels,  antiques.  Bank  refer- 
ences available.  Write  or  telephone, 
Mr.  Jordan,  Balogh  Jewelers,  447 
Arthur  Godfrey"  Road,  Miami  Beach, 
Florida  33140  -  305-531-0087. 


"FAST  FOOT"  FRANCHISE 
MAKE  IT  YOUR  BUSINESS 

Own  THE  ATHLETE'S  FOOT  store, 
unique  new  concept  specializing  in 
athletic  shoes,  America's  hottest 
footwear  sellers.  Modest  cost  to 
join  92-store  franchise  group.  (412) 
263-2077.  Athlete's  Foot  Marketing, 
725  Liberty  Ave.,  Pittsburgh,  PA. 
15222. 

ACQUISITIONS  WANTED 

Exceptionally  profitable  manufac- 
turer of  proprietary  control  sys- 
tems wishes  to  acquire  corpora- 
tions, patents,  designs  or  people 
with  State  of  the  Art  products  re- 
lated to  micro  processor  and  pro- 
cess control  components  or  sys- 
tems. Will  also  consider  venture 
capital  participation  in  new  prod- 
uct concepts.  Cash  or  stock.  Reply 
Box  A-109,  Forbes,  60  Fifth  Ave., 
New   York,    N.Y.    10011. 


AVIATION 


BUSINESS  AND  COMMERCIAL 

JET  AIRCRAFT  OF  ALL  TYPES 

AVAILABLE  FOR  BIDS 


(202)331-8000  ^        TLX  B9-2587 


AUTOMOBILES 


SAVE  $$$$  ON  NEW  1977  CARS 

Your  Detroit  Connection  offers  new 
1977  luxury  (and  other)  vehicles  at 
Detroit  prices  and  freight  to  save 
cash  buyer  hundreds.  Full  factory 
warranty.  Free  Metro  Airport  pick- 
up at  delivery.  Send  make  and 
model  desired  for  firm  quotation 
to:  BONDED  BROKERS,  2547-S 
Monroe  Blvd.,  Dearborn,  Michigan 
48J24. 

FOR  INVENTORS 

FREE  o'lRECTORY  OF  1001  CORPO- 
RATIONS SEEKING  NEW  PROD- 
UCTS. Professional,  fee-based  in- 
vention service  company.  For 
important  information  on  Protect- 
ing, Developing,  Marketing  your 
inventions  /  Ideas  for  Cash/Royalty 
sales,  write  for  Free  Inventors  Kit 
No.  A-199.  Raymond  Lee  Organiza- 
tion, 230  Park  Avenue  North,  New 
York  City  10017. 

BOOKS  &  PERIODICALS 


■People  makin9  eiG 
MONev  »rtn't  telling 
how'  Our  Special  Re- 
ports <3  Big  Voiumet) 
R«ve«l  Evcrythin9'* 

■  St«rt  At  home-    -full  or  part-time* 

This  IS  the  Worid'i   Most    Unique  Mon«y 
Book-    -jnd  It's   FREE*   Send  your   name  lo: 

success  lNTE«»4ATlONAL    0«pt.  FF 

^^^B  Boi'  40614  ■■IH 

^^^H    Octroti.  rt/iicr\iq«n    48240  ^^^^B 


SIGNPOSTS  OF  MY  LIFE 

Finally  a  record  book  to  register 
all  important  events  in  one's  life 
in  one  place,  for  work,  travel,  legal 
needs,  etc.  Instructive  and  fun  to 
keep  your  own  auto  biog.  Ideal  gift 
for  all  ages,  $5.95.  Send  check  or 
M.O.  to  Bluff  Head  Farm  Products 
Co.,  Dept.  B.  Durham,  Conn.  Res. 
add  42^  sales  tax. 


CONVENTION  PRODUCTIONS 


The 

Experienced 
"Meetings  People" 

Producers  of  Successlul  Meetings 
and  Conventions  •  Audio-Visuals  • 
Multi-Media  •  Films  •  Dramatizations 
•  Entertainment 


Jack  Morton  Productions  Inc. 

New  York  •  Chicago  •  Washinqlon  • 
Atlanta  •  Houston  •  San  Francisco 


ART 


ART  PRICES 
INT'L  AUCTION  RECORDS  -  1976  I 

Latest  world-wide  art  auction  prices  j 
Oil  paintings  •  Water  Colors  •  Draw-I 
ings'«  Engravings  •  Sculpture  HOC 
pages  -  7,000  artists  of  all  perloas; 
over  30,000  prices;  $70.00  post  paiC 
(N.Y.  residents  add  applicable  tax). 
Send  check  or  money  order  to; 
EDITIONS  PUBLISOL,  P.O.  Box  339, 
Dept.  F2;  Gracie  Sta.  N.Y.  10028. 


GAMING 


■Likta 


■  taall.lttaliivil.  .....     ■ 

S  CatinM . . .       Place  only  5  iMts.  i 

■  All  numbers  are  ln_your  favor  I 


includina  7.  _ 

2. 3. 4, 5, 6. 7. 8.>  to.  11. 12     ! 

Tm  m»  avwy  rem— Frt*  ddiirt      S 

M.  C.  COMIN   Oept  F-11  U9 

Box   869.  R*dio  City  St*..  N.Y.  100 19^ 


TAX  SHELTER 

PRIVATE  REAL  ESTATE 
INVESTMENTS 

West  Coast  investment  firm  aci 
quires  prime  real  estate  in  con? 
junction  with  its  clients.  Firm  prim, 
cipals  are  attorneys.  References] 
Documented  outline  of  investment 
performance  provided.  Replies  held 
in  confidence.  Box  A-108,  Forbesj 
60  Fifth  Ave.,  New  York,  N.Y.  10011 


HUNTING  RESORTS 


1 


QUAIL  COUNTRY  LODGE 

Get  away  from  all  the  headachy 
and  problems  of  the  business  worlq 
for  a  few  days  of  hunting  on  oni 
of  the  South's  top  quail  plantai 
tions.  Or  bring  them  with  you^ 
They  will  look  different  in  the  beaiK 
tiful  South  Georgia  woodlands.  W« 
are  just  hours  away  by  jet. 

Call  or  write  for  descriptive  bro^ 
chure  and  price  list:  Quail  Countryf 
Rt.  1,  Box  73,  Arlington,  Georgil 
31713.  Phone  (912)  725-4645. 
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SLEEP  WARM  -  SAVE  FUEL 

Enjoy  soothing  warmth  with  ELEC 
TRO  WARMTH®.  It  goes  on  the  mati 
tress,  giving  radiant  heat  from  be« 
low.  Sleep  comfortably  warm,  even 
in  a  cool  house.  Doctor  recom' 
mended.  Catalog  avail  or  PPD.  Twin 
$24.95,  Queen  $29.95,  King  $34.95J 
30-day  money  back  guar.  Sleep 
Comfort  Specialists,  511  Southern 
Mutual  BIdg.,  Athens,  GA  3060U 
(404)  353-1191.  1 
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EXECUTIVE  EDUCATION      i 

EXTERNAL  DEGREES  IN  BUSINESI 

BACHELOR'S  •  MASTER'S  •       ^ 

DOCTOR'S  ! 

An  alternate,  practical  approach  t<^ 
higher  education  for  in-service  ex< 
ecutives  who  cannot  meet  on-cam» 
pus  classes.  Write:  External  Re^ial 
trar,  Western  Colorado  University! 
1129  Colorado  Avenue,  Grand  Junot 
tion,  Colorado  81501.  •  "A  Recogi 
nized  Candidate  for  Accreditation* 
Accrediting  Commission  on  Highw 
Education,  National  Association  oil 
Schools  and  Colleges."  • 
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-pi  1    ,  on  the 

I  noughts . . .  Business  of  Life 


Beware  of  wishing  for  anything 
in  youth,  because  you  will 
get  it  in  middle  age. 
Goethe 


Wishes  cost  nothing  unless 
you  want  them  to  come  true. 
Frank  Tyger 


It  is  not  in  doing  what  you  like, 
but  in  liking  what  you  do 
that  is  the  secret  of  happiness. 
James  Barrie 


Of  all  the  creatures  that  creep 
and  breathe  on  earth,  there 
is  none  more  wretched  than  man. 
Homer 


Speaking  generally,  men  are 
ungrateful,  fickle,  hypocritical, 
fearful  of  danger  and 
covetous  of  gain. 
NiccoLO  Machiavelli 


Strength  alone  knows  conflict; 
weakness  is  below  even  defeat, 
and  is  bom  vanquished. 
Anne  Swetchine 


To  wilful  men,  the  injuries 
that  they  themselves  procure 
must  be  their  schoolmasters. 
Shakespeare 


Nature  refuses  to  sympathize 
with  our  sorrow.  She  seems  not 
to  have  provided  for,  but 
by  a  thousand  contrivances 
against,  it.  She  has  bevelled 
the  margins  of  the  eyelids 
that  the  tears  may  not 
overflow  on  the  cheek. 
Henry  David  Thoreau 


To  suffer  and  to  endure 
is  the  lot  of  humanity. 
Pope  Leo  XHI 
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Look  well  into  thyself; 
there  is  a  source  of  strength 
which  will  always  spring  up 
if  thou  wilt  always  look  there. 
Marcus  Antoninus 


The  world  ^  full  of  thorns 
and  thistles. 

It's  all  in  how  you  grasp  them. 
Arnold  Glasow 


Self-pity  is  a  bad  habit, 
a  poisonous  habit,  breeds  despair, 
saps  self-reliance.  The  strong 
don't  indulge  in  self-pity. 
They  are  too  busy  thinking  and 
working  and  talking  constructively, 
intent  on  attaining  some  goal. 
They  refuse  to  be  cowards,  refuse 
to  wear  the  white  feather. 
They  strive  to  become  men. 
They  become  men. 
B.C.  Forbes 


The  word  impossible  is  not 
in  my  dictionary. 
Napoleon  Bonaparte 


Victories  that  are  easy 
are  cheap.  Those  only  are 
worth  having  which  come 
as  the  result  of  hard  work. 
Henry  Ward  Beecher 


I  mean  to  make  myself  a  man, 
and  if  I  succeed  in  that,  I 
shall  succeed  in  everything  else. 
James  A.  Garfield 


By  struggling  with  misfortunes, 

we  are  sure  to  receive  some 

wounds   in   the   conflict;    but   a   sure 

method  to  come  off  victorious 

is  by  running  away, 

Oliver  Goldsmith 


In  every  man  there  is  something 
wherein  I  may  learn  of  him, 
and  in  that  I  am  his  pupil. 
Ralph  Waldo  Emerson 


Invest  in  yourself— 

if   you   have   confidence    in    yourself. 

William  Feather 


People  that  trust  wholly 
to  others*  charity,  and  without 
industry  of  their  own, 
will  always  be  poor. 
William  Temple 


The  thoughts  that  come 

often  unsought,  and  as  it  were, 

drop  into  the  mind,  are  the 

most  valuable  of  any  we  have,  and 

therefore  should  be  secured, 

because  they  seldom  return  again. 

John  Locke 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  subject,  are 
now  available  in  a  574-page  hook 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  10011.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


A  Text . . . 


Sent  in  by  Richard  L.  Lelonek,  Balti- 
more, Md.  What's  your  favorite  text? 
The  Forbes  Scrapbook  of  Thoughts  on 
the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


Take  heed  that  ye  do  not  your  alms 
before  men,  to  be  seen  to  them. 
Matthew  6:1 
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How  the  English 
keep  dry 


Gordon's  Gin  not  only  makes 

a  better  Bloody  Mary, 

it  makes  a  better  everything. 

Gin  Bloody  Mary;  1  Vt  ozs.  Gordon's  Gin,  3  ozs 
tomato  juice,  juice  of  Vj  lime  wedge.  Stir  well  over  ice. 

Gordon's  Gin.  Largest  seller  in  England,  America,  the  world. 

PRODUCT  OF  U.S.A.  100°.  NtUIRAL  SPIRITS  OlSIILUOfROMr.RAIN  80  PROOF  GORDON  S  ORV  GIN  CO  HO  .  LINOf  N.  N.i. 


Many  businessmen  would  go  out  of 

their  way  to  fly  Swissair  to  Eastern  Europe, 

Fortunately,  it's  not  necessary. 


Moscow.  Warsaw.  Prague. 
Budapest.  Bucharest.  Zagreb 
Belgrade.  Swissair  lias  35 
flights  a  week  to  those 
business  capitals  of  Eastern 
Europe  from  the  business 
capitals  of  Western  Europe: 
Zurich  and  Geneva.  Flights 
that  leave  conveniently 
and  regularly.  No  matter 
what  your  schedule  is, 
Swissair  can  fit  into  it.  So 
that  you  get  to  enjoy  that 
famous  traditional  Swiss 
service  on  the  way  to,  and 
from,  your  business. 

We've  been  pro- 
viding that  service 
ever  since  we  started 
flying  to  Eastern 
Europe  30  years  ago. 
We've  been  going  to 
Warsaw  and  Prague 


since  1946,  and  to 
Belgrade  since  1949. 

Of  course,  in 
addition  to  flight 
reservations,  your 
local  Swissair 
office,  utilizing  our 
International 
Communications 
System,  can  re- 
serve hotel  rooms 
in  advance,  make 
arrangements  for 
secretaries  and 
translators,  or 
conference 
rooms. 
If  you 
want  to 
add  a 
short 
pleasure 
trip 


to  your  business  trip,  they  can 
handle  that.  And,  of  course,  when 
you're  in  Eastern  Europe,  the  local 
Swissair  office  in  the  city  you're 
in  can  help  you  with  any  last 
minute  changes  in  your  plans. 


They  can  also  make  Swissair 
reservations  for  you  to  any  of  the 
cities  that  we  serve  around  the 
world.  At  last  count  that  added 
up  to  88  cities  in  62  countries  on 
5  continents. 

So  the  next  time  that  your 
business  takes  you  to  Eastern 


Europe  see  your  TRAVEL 
AGENT,  your  corporate  travel 
consultant,  or  any  one  of  the 
22  local  Swissair  offices 
throughout  the  United  States 
and  Canada,  for  reservations 
and  information. 

You'll  find  out  that  you  don't 
have  to  go  out  of  your  way  to 
get  Swissair's  kind  of  service. 


We  take  on  the  world's 
most  demanding  business  travellers. 
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General  Telephone  &  Electronics,  One  Stamford  Forum,  Stafriford,  Conn.  05904 


A  new  domestic 

communications  system 

heips  create  a  more 

United  States. 

The  first  of  three  COMSTAR 
satellites  has  inaugurated  a  sys- 
tem that  will  handle  28,800 
long-distance  calls  simulta- 
neously. It  will  permit  the  paths 
of  long-distance  calls  to  be 
routed  more  flexibly,  to  speed 
service  when  telephone  traffic 
is  heavy. 

Also,  thanks  to  the  co- 
operation between  GTE 
Satellite  Corporation  and 
AT&T,  the  system  covers 
the  entire  country  effi- 
iently  with  a  minimum 
number  of  earth  stations  and 
satellites. 

Uniting  a  satellite  system  with 
the  domestic  phone  network  is 
an  idea  whose  time  had  come. 


Cut  the  cost  of  volume  copying. 


AH  beats  Xerox 

or  yon  get 

onr  eopymaker 
free  for  a  yeac* 


J 


PERFORMANCE  FACTOR 

AM  4250MR 

XEROX  9200 

Rental 

$l,595/monthfor 
unlimited  copies,  all 
supplies  except 
paper 

$3,000/mor.lh 
("High  Volume 
Plan")  325,000 
copies  (No 
supplies  included) 

Copy  Quality 

(From  good  originals) 

Excellent 

Excellent 

Copy  Quality 

(From  poor  or  color  originals) 

Very  good 

Good 

Number  of  Originals 

75  (Plus 
continuous  loading) 

50 

Size-toSize,  Copies  to  Original 

Same 

1.7%  enlargement 

Automatic  Original  Feeder 
Size  Capability 

IBM  tab  card 
through  ll"xl7" 

Letter  through 
legal 

Efficiency  of  Operation 

Excellent 

Excellent 

Machine  Care 

Relatively  easy 

Relatively  easy 

Space  Requirements 

Approximately  the 
same 

Approximately  the 
same 

Impressions- Per- Hour 
(Single  Original) 

9,240 

7,200 

"Xerox"  is  a  registered  trademark  of  Xerox  Corporation.  Costs  based  on  published  prices 
as  of  September  1 5, 1 976.  Our  "free  for  one  year"  offer  is  based  on  these  prices  and  a 
true  duphcating  environment  which  we  define  as  an  average  of  1 0  copies  or  more  per  orig- 
inal. Performance  comparisons  based  on  published  specifications  as  of  September  15,1 976 
and  comparative  operating  tests  conducted  by  Addressograph  Multigraph  in  June  1976. 


/ 


Why  do  we  make  this  challenging  offer? 

Because  the  Xerox  9200  duplicator  is  causing  a  bit 
of  a  stir  in  the  marketplace.  Even  though  our  tests 
show  that  our  new  AM  4250MR  automated  duplicating 
system  performs  very  competitively  (see  box). 

So  we  want  to  dramatize  the  one  really  big 
difference  in  the  two  systems.  Your  cost. 

The  fact  is.  a  Xerox  9200  user  on  their  High 
Volvune  Plan  pays  $3000  to  run  a  typical  high-volume 
duplicating  workload  of  325,000  copies  a  month. 
Plus  about  $400  for  supplies,  not  including  paper. 

But  our  AM  4250MR  delivers  the  same  325,000 
plain-paper  copies  for  just  $1595,  including  all 
supplies  except  paper. 

The  difference  amounts  to  over  $21,000  a  year! 

For  500,000  copies,  the  Xerox  9200  High  Volume 
Plan  rental  charge  is  over  $4,100  a  month.  The 
AM  4250  can  easily  produce  500,000  copies  -a  month, 
too.  But  you  never  pay  more  than  $1595— our 
maximum  rental  rate  for  one-shift  operation. 

Xerox  explains  away  their  price  premium  by  talking 
"productivity."  That's  where  our  offer  comes  in. 

If  your  organization  has  duplicating  volume  in 
the  100,000  to  500,000  copies  a  month  range,  we'd  like 
to  conduct  a  free,  no  obligation  analysis  of  your 
particular  volume  copying  needs  and 
how  to  meet  them  best  at  lowest  cost. 
We'll  analyze  your  workflow, 
volume,  and  job  mix.  We'll  factor 


in  all  your  direct  costs — machine  rental,  operator  time, 
and  supplies.  We'll  come  back  with  a  detailed  cost 
analysis  comparing  the  Xerox  9200,  and  our  most 
appropriate  AM  system. 

And  if  we  don't  prove  we  can  beat  Xerox  costs 
hands  down,  then  you  get  the  use  of  our 
recommended  AM  system  free  for  one  year. 

We'd  like  to  start  this  evaluation  by  showing  you 
a  special  executive  presentation  on  today's 
copymaking  technology  and  costs.  Right  in  your 
own  office— in  15  minutes. 

When  our  representative  contacts  you,  find  a  few 
minutes  for  him.  Or,  contact  us  as  described  below. 


See  AM's 
straight  talk  story 
on  high-volume 
copying  costs. 

It  takes  just  15  minutes, 
right  at  your  desk.  Call 
the  Multigraphics 
Product  Manager  at 
your  local  AM  Sales 
Office,  or  write 
Multigraphics  National  Marketing  Manager 
Paul  Morgan,  AM  Corp.,  1834  Walden  Office  Square, 
Schaumburg,  Illinois  60196. 

The  Straight  lalking  Copy  People. 
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PAID  CIRCULATION  OVER  640,000 


FOUNDED  1917  BY  B.C.  FORBES  (1880-1954) 


Forbes  Magazine's 
B£SlAinELflHT€fUIBE 


Forbes  first  discussed  a  few  New  York  restaurants  in  Fact  and  Comment  on 
May  1,  1966  and  again  three  months  later.  Says  Editor-in-Chief  Malcolm 
Forbes,  "I  was  so  enthused  by  readers'  outpourings  of  enthusiasm— all  of  14 
asked  for  reprints— that  I  thought  we  had  a  great  thing  going." 

A  weekly  Forbes  Restaurant  Guide  was  launched  in  1970  and  in  time 
a  few  thousand  readers  were  paying  $36  a  year,  in  agreement  with  the 
pitch  that  the  cost  was  "far  less  than  one  bad  meal  for  two."  At  the  end 
of  the  first  year  a  444-page  volume  was  published,  rating  300  of  New- 
York's  worst  and  best  on  a  scale  of  —-^r-ti  to  a  rare  ••••. 

Within  a  year  the  Forbes  Guide  had  two  lawsuits  on  its  hands,  ranging 
from  $2  million  to  $2.5  million,  from  two  X-rated  eateries,  including  one 
suit  that  asserted  the  review  was  factually  incorrect  when  it  observed  that, 
"brown  dishwater  here  is  called  onion  soup." 

The  suits  came  to  naught,  but  by  the  end  of  the  second  year  it  was 
also  plain  the  profits  from  the  venture  were  adding  up  to  something  less 
than  naught.  So,  to  the  disappointment  of  the  numerous  Forbes  editors 
who  much  enjoyed  taste-testing  (at  company  expense)  many  of  New  York's 
18,000  places  to  eat,  the  weekly  service  ceased  with  its  104th  issue. 
(Some  lasting  good  emerged— the  subsequent  establishment  of  Forbes' 
Physical  Fitness  Center. ) 

Suitably  abashed  by  the  Guide's  financial  unsuccess,  Malcolm  Forbes 
reverted  to  his  occasional  brief  observations  in  Fact  and  Comment,  now- 
adays aided  and  abetted  by  son  Robert.  For  this  year's  Best,  see  page  22. 

That  Forbes'  ratings  contribute  to  keeping  the  too  few  really  good  res- 
taurants well-patronized  is  indicated  by  this  recent  comic  strip  appearing 
in  New  York's  Daily  News. 

BEETLE   BAILEY 
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The  Pyramid  has  energy  specialists  in 
Newlfork,  London,  Houston  and  occasionally 
in  Badak,  Kalimantan. 


You  might  expect  to  find  the  Bankers  Trust  Pyramid  m 
three  of  the  above  locations. 

After  aU,  those  are  the  world's  three  principal  financial 
oil  centers,  and  Bankers  Trust  has  been  heavily  involved  in 
energy,  with  a  specialized  energy  group,  since  1948. 

But  Badak,  italimantan? 

Yes,  and  Medicine  Lodge,  Kansas  and  Okmulgee. 
Oklahoma  and  Abu  Dhabi,  and  in  the  middle  of  the  North 
Sea.  In  fact,  our  energy  staff  will  go  anywhere  our 
customers  need  us  to  go. 

With  financial  officers  who  are  also  engineers,  geolo- 
gists and  economists,  we're  one  of  the  few  banks  large 
enough  and  expert  enough  to  analyze  and  meet  the  energy 
industry's  financial  needs.  Especially  on  a  continuing  basis. 

Our  recent  study  of  capital  resources  for  energy  through 
1990  is  being  used  by  advance  planners  throughout  the 
industry.  (Actually,  they  may  be  the  only  ones  who  can 

Member  Federal  Deposit  Insurance  Corporation  ©  Bankers  Trust  Company 


appreciate  it— it's  quite  a  detailed  work.) 

Whatever  your  requirements,  our  commitment  to  the 
energy  industry  is  total,  and  we're  staffed  in  depth  to  meet 
that  commitment. 

But  there's  more  to  Bankers  Trust 
than  an  Energy  Group.  Wherever  you 
see  the  Bankers  Trust  Pyramid,  you're 
dealing  with  a  full  service  bank  in  the 
fullest  sense  of  the  word,  with  the 
capacity  to  raise,  lend  and  manage 
money  worldwide. 

A  visit  to  the  Pyramid  can  be  a 
rewarding  experience. 

Bankers  Trust 
Company 


Busines 


Whenever  an  employee 
steps  into  a  non-commercial 
aircraft— whether  rented, 
chartered  or  company 
owned— his  firm  is  exposed 
to  major  liabilities*  For  some 
of  them,  needed  insurance 
coverage  may  be  o verlooked* 

A  brief  review  by  E^ A  of 
an  insurance  topic  of  interest 
to  business  executives* 


Business  flying  — flying  for  business  purposes  by 
means  other  than  the  scheduled  airlines— has  become 
a  way  of  life  in  corporate  circles. 

In  the  past  five  years  alone,  business  aircraft  flight 
mileage  is  estimated  to  have  increased  by  about  337o, 
with  about  1.5  billion  miles  logged  in  1975,  according 
to  the  National  Business  Aircraft  Association.  At  the 
same  time,  the  number  of  cities  served  by  commercial 
airlines  has  continued  to  decline  (the  total  is  down  307o 
since  I960),  making  non-commercial  business  flying  a 
necessity  for  more  and  more  firms  as  well  as  a  conven- 
ience for  all  of  them. 

How  safe  is  flying  on  business  aircraft.''  The  Na- 
tional Transportation  Safety  Board  says  that  the  accident 
rate  for  business  flying  is  well  below  that  for  general 
aviation,  which  takes  in  all  non-airline  operations.  For 
the  professionally  piloted  corporate/executive  segment, 
the  accident  rate  is  lower  still  — in  fact,  it  is  comparable 
to  that  for  scheduled  airlines  in  terms  of  aircraft-hours 
flown.  The  long-term  trend  toward  fewer  accidents  is 
reflected  in  aviation  insurance  rates,  which  have  de 
creased  steadily  as  a  percentage  of  total  operating  costs 


over  the  past  decade. 

The  conditions  that  make  for  safe  business  flying 
can  be  succinctly  stated:  an  alert,  well-trained  and  expe 
rienced  professional  pilot  with  final  authority  for  air- 
craft operations  decisions,  flying  a  modern  and  metic- 
ulously maintained  airplane.  Despite  sophisticated  navi- 
gational aids  and  fail-safe  devices  the  principal  safety 
factors  continue  to  be  the  pilots  skill,  judgment  and; 
familiarity  with  the  specific  make  and  model  of  the  air- 
craft he  is  flying. 

When  an  accident  does  occur,  however,  it  can  have 
widespread  legal  ramifications  — many  of  which  come; 
as  a  surprise  to  executives  who  assumed  their  firm  was 
well  protected  against  all  eventualities. 

Who  pilots  the  pilot? 

Sup{x)se,  for  example,  that  a  company  salesman 
charters  a  plane  in  order  to  keep  an  im|x)rtant  apjx)int 
ment  with  a  customer.  Even  though  his  firm  may  ha\c' 
rules  forbidding  charter  flights  for  business  purjxisi's. 
if  an  accident  takes  place  the  firm  could  be  held  li:iblc 
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for  damages  — including  any  suffered  by  the  crew  and 
passengers  and  any  damage  to  the  plane  itself.  The  pre- 
sumption is  that  in  directing  the  pilot  where  to  take 
him,  the  passenger  is  exercising  control  over  the  pilot 
and  may  therefore  have  to  share  responsibility  for  what 
takes  place. 

If  the  salesman  is  himself  a  pilot  and  rents  a  plane 
tor  a  business  trip,  he  may  not  be  covered  as  a  pilot  under 
the  owners  liability  policy,  or  the  coverage  may  be  in- 
sufficient for  the  extensive  damages  usually  involved. 
The  same  principle  applies  if  he  flies  his  own  plane  or 
that  of  a  friend.  An  aircraft  non-ownership  policy  can 
provide  large  amounts  of  liability  coverage  at  relatively 
little  cost— coverage  seldom  furnished  by  regular  busi- 
ness insurance. 

Federal  regulations  do  not  require  insurance  for 
company-owned  planes  used  in  the  furtherance  of  busi- 
ness pursuits  unless  those  planes  are  hired  or  chartered 
by  others  for  interstate  carriage  of  passengers  or  cargo. 
In  practice,  of  course,  liability  insurance  against 
bodily  injury  and  property  damage,  as  well  as  damage  to 


the  aircraft  itself,  is  a  necessity— particularly  in  this  day 
of  high  jury  awards. 

If  a  company-owned  plane  is  flown  to  another  coun- 
try, it  is  advisable  to  determine  in  advance  whether  the 
insurance  coverage  provided  by  a  U.  S.  carrier  is  legally 
recognized  in  that  country.  If  not.  acceptable  coverage 
should  be  arranged  before  arrival.  Otherwise,  in  the 
event  of  an  accident,  the  plane  could  be  seized  and  its 
occupants  held  to  face  criminal  charges. 

Admitted  liability 

All-purpose  corporate  aviation  insurance,  including 
both  owned  and  non-owned  aircraft  coverages,  can  be 
obtained  in  a  single  broad  contract  with  protection  ad- 
justed to  company  needs. 

Such  insurance  may  include  the  feature  known  as 
"admitted  liability."  which  pavs  specified  benefits  for 
injury  or  death  of  pas.sengers  and  crew  v\'hether  or  not 
the  company  is  legally  liable.  In  the  aftermath  of  an  ac- 
cident, this  provision  can  help  a  firm  retain  good  will 
and  avoid  litigation. 

As  a  fuller  discussion  of  business  aviation  insurance 
from  an  objective  standpoint.  IN  A  has  prepared  a  book- 
let entitled.  'Business  Flying:  Some  Professional  Con- 
siderations" Copies  may  be  requested  by  writing  INA 
Corporation,  1600  Arch  Street.  Philadelphia.  Pa.  19101. 

*         *  * 

The  Insurance  Company  of  North  America  was 
founded  in  Independence  Hall.  Philadelphia,  in  1792. 
Today  INA  and  its  affiliated  companies  operate  around 
the  world  with  major  interests  in  property  and  casualty 
insurance,  marine  and  aviation  insurance,  life  and  group 
insurance,  reinsurance  and  risk  management  services. 

INA  insurance  products  and  services  are  made  avail- 
able through  selected  independent  agents  and  brokers  — 
professionals  with  a  comprehensive  kno\A'ledge  of  in- 
surance needs  and  solutions. 
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Keep  dry  in  the  wettest  weather  with 
this  handsome,  sturdy  jumbo  umbrella. 
"Capitalist  Tool"  appears  tastefully  in 
red  on  the  oversized,  deep  blue, 
double-ribbed,  nylon  canopy.  Heavy 
wood  shaft  and  Prince  of  Wales  handle. 
Not  available  In  stores.  Price:  $20  (in- 
cludes shipping  and  handling). 


FORBES  Magazine 

60  Fifth  Avenue  •  New  York,  NY  10011 


Please    send    nne 

Umbrellas    for    $20.00    each 


Capitalist   Tool 
I'd    also    like 


— Capitalist  Tool  neckties  at  $10.00 
Enclosed    is    my    check   or   money 


apiece 

order.  Allow  4  weeks  for  delivery. 

Name. 


Address- 
City 


State- 


_2ip. 


CHANGE  OF  ADDRESS 

if  you  are  moving,  let  us  know  six 
weeks  before  so  we  can  keep  Forbes 
coming.  Enter  your  new  address  on 
this  form  and  return  it  with  a  recent 
mailing  label  from  the  magazine. 

NEW  SUBSCRIPTION 

To  order  Forbes,  enter  your  address 
on  this  form  and  check  the  sub- 
scription you  prefer.  D  1  year  $15.00 
D  3  years  $30.00  (the  equivalent  of 
one  year  free). 

Pan-American  and  Caribbean  orders, 
add  $5  a  year;  other  foreign,  add  $9 
a  year. 

Subscription  Service  Manager, 
FORBES,  60  Fifth  Avenue, 
New  York,  N.Y.  10011 


ATTACH  PRESENT 
MAILING  LABEL  HERE 


Name 

(please 

print) 

New  Address 

City 

State 

Zip 

F-4826 
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Foreign 


Scale  Troubles 

Does  large-scale,  western-style 
mechanized  farming  work  in  the  de- 
veloping nations?  It's  a  question.  Iran, 
for  example,  had  the  help  of  U.S., 
British  and  Japanese  agribusiness 
firnns  and  banks  in  setting  up  four 
projects  designed  to  cultivate  over 
150,000  acres.  After  five  years,  20,254 
acres  are  under  cultivation  and  the 
projects  are  losing  money,  being  kept 
alive  only  by  the  Iranian  Agricultural 
Development  Bank.  Problems:  Lack  of 
infrastructure— education,  roads,  pub- 
lic health  and  the  like— swelled  de- 
velopment costs  enormously;  crops 
failed  to  grow  as  predicted  because 
of  poor  planning;  and  local  labor  in- 
tended for  the  farm  projects  had  gone 
to  work  in  Iran's  new  wage-paying  in- 
dustries in  the  towns.  Another  oil- 
producing  country,  Nigeria,  is  already 
behind  schedule  on  newer  but  similar 
projects,  with  similar  results  expected. 
The  central  difficulty  is  the  low  pro- 
ductivity of  local  near-subsistence 
farmers.  Large  projects,  rather  than 
teaching  them  how  to  produce  more, 
often  simply  displace  them. 

Supership 

Looking  more  like  a  steel  pier  than 
a  ship,  the  550,000-deadweight-ton 
tanker  Batillus  {see  below),  which 
slid  into  the  sea  last  summer  and  is 
soon  to  sail  her  maiden  voyage,  has 
stolen  the  title  of  the  world's  largest 
vessel  from  the  483,664-dwt  Globtik 
Tokyo.  The  Batillus,  which  is  slight- 
ly more  than  1,350  feet  from  stem  to 
stern  (or  longer  than  the  N.Y.  World 
Trade  Center  towers  are  tall),  was 
built  for  Societe  Maritime  Shell  by 
Chantiers  de  I'Atlantique  in  Saint- 
Nazaire,  France.  Carrying  crude  be- 
tween the  Persian  Gulf  and  Europe, 
the  best  speed  of  this  maritime  be- 
hemoth—17  knots— is  no  better  than 
that  of  the  illustrious  clipper  Cutty 
Sark  in  a  favorable  breeze.  But  with 
movie  theater,  library,  bar,  sports  and 


game  rooms  and  individual  state- 
rooms for  each  of  the  crew  of  44,  the 
Batillus  is  as  far  from  the  age  of  sail 
as  its  size  would  imply. 

Riding  The  Wind 

Inflation-plagued  Britain  now  has 
a  government-sponsored  national  sav- 
ings program  offering  index-linked  in- 
terest rates— rates  that  vary  from 
month  to  month  with  the  retail  price 
index.  With  British  inflation  still  over 
14%,  the  plan  is  currently  paying  rates 
of  14.7%,  compared  with  10.5%  for  a 
commercial  bank  savings  account. 
Participants— there  are  750,000— make 
monthly  contributions  of  between 
$6.50  and  $33  for  five  years.  At  the 
end  of  five  years  they  get  back,  ta!c 
free,  a  sum  that,  at  least  in  theory, 
has  the  same  purchasing  power  as 
the  sum  they  put  in.  The  deposits 
go  directly  into  government  coffers; 
the  interest  payments  come  directly 
out  of  government  coffers.  The 
scheme's  brochure  assures  savers  that 
they  will  not  get  back  less  than  they 
invested,  no  matter  how  far  the  retail 
price  index  falls.  But  no  sensible 
Briton  is  worrying  about  that  anyway. 


Business 

A  School  For  Santas 

Playing  Santa  Claus  is  getting 
harder  and  harder  in  this  complex 
age,  so  Sears,  Roebuck  has  set  up  a 
school  for  Santas.  Santas  learn  tech- 
niques for  asking  and  answering  ques- 
tions, how  to  pick  up  children  with- 
out straining  back  muscles  and  how 
to  prevent  beard-yanking.  An  acade- 
mician teaches  child  development, 
and  a  toy  manufacturer  lectures  on 
the  diversity  of  today's  toy  market. 
Because  of  heavy  advertising,  children 
now  ask  for  brand-name  toys  that 
Santas  must  know  if  they  wish  to  con- 
verse with  the  young  hopefuls.  Good 
Santas  get  known  quickly  in  a  com- . 
munity,  and  Sears  hopes  to  attract . 
more    customers    by    having    superior 


Supertanker  Batillus:  550,000  dwt,  with  three  sister  ships  to  come. 
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THIS 

MANAGEMENT 

DECISION 

TOOK  A  LOT 

OF  BRASS 


111  tad,  ihc  decision  to  sell  our  brass  mills  umk  .iM  ul  it   Scovill  is  no 
longer  in  ihc  brass  business   In  April  of  this  yc.-ir,  wc  sold  our  Mtinls  iinJ 
General  Products  Divisions 

When  you  hold  the  longesi  .innual  cunseciilive  dividend  record  ul  um 
■  ndusirial  on  ihc  bi^  board      120  years      a  siifc  decision  may  be,  "Wh> 
t'ick  Ihc  boal^" 

Nol  the  "New"  Scovill  We  sold  ihe  hr;iss  mills  —  ihc  business  Scovill 
sraricd  in  1S02  — because  this  cyclical  division  did  not  fil  our  plans  for 
rht  New  Scovill 

Now  wc  can  bcnrtii  fully  from  Seovill  products  with  brand  name 
leadership  in  ihcir  markets  NuTone,  No   1  in  buili-in  housing  products 
Hamilton  Beach.  No    1  in  many  small  appliances    Dnl/,  No  1  in  sewinj; 
aids  Gripper.  No  1  m  apparel  fasteners   Schradcr,  No   t  in  lire  valves 

This  IS  ihc  kind  of  leadership  that  will  give  us  our  growth  in  ihc 
luiure  This  growth  IS  reflected  in  our  first  quarter  results  fVr  shart 
earnings  from  continuing  operations  rose  from  185  in  last  year's  first 
quarter  to  54t  this  year 

The  New  Scovill  is  off  to  a  fine  start  For  more  information  write  l"i 
copies  of  our  1975  Annual  Kcporl  and  our  firsi  quarter  resulis  The  Nev. 
Scovill,  ScoviH  Square.  Waierbury,  G.nneciicul  06720 
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Scinill 


BRAND  NAME  LEAIffiRSHIP  INGROWING  MARKETS 


NuTone 
I. ig  hi  era  I 

(ar.idc. 


Hamilton  tk'.xh 


Sii-flintr 
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GOOD  REASONS 

WHYSODVILL 

GOTOUTOTTHE 

BRASS  BUSINESS 


NUTONE  HAMDJON  BEACH  SCHRADER 

UGHTCRAFT  DOMINION  ARTOUER 

STERLING  CARADCX3  HERO 

CLINTON  AjAx  sasnjsnc 

DRTTZ  NYGUARD  GRIPPER 


These  are  ihc  brand  names  thai  make  Scovill  a  leader  in 
growing  markets   Familiar  names  such  as  NUTONE      Not 
in  built-in  housing  products  HAMILTON  BEACH      No.  1 
in  many  small  appliances  DRiTZ      No  Imscumgaids 
GRIPPER      No  I  m  apparel  fasteners  SCHRADER       No  I 
in  lire  valves 

Today  we  have  a  "new    Scovill   We  sold  our  brass  mills 
—  because  they  did  not  fit  our  plans  for  long-term  growth 
Now  we  can  benefit  fully  from  ScoviH's  leadership  in  brand 
name  products 

This  leadership  is  reflected  in  our  second  quarter  results 
Per  share  earnings  from  continuing  operations  rose  from  24< 
in  last  year's  second  quarter  to  684  this  year 

So  the  "new"  Scovill  is  off  to  a  fine  start  The  brand 
name  company  that  has  paid  dividends  (or  120  consecutive 
years— ihe  longest  record  of  any  industrial  on  the  big  board 
For  more  information,  wnic  to  The  "New"  Scovill.  99  Mill 
Street,  Waterbury,  Connecticut  06720 
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Scnill 


BRAND  NAME  LEADERSHIP  IN  GROWING  MARKETS 


INTRCOUCING 

A"BRAND"NEW 

SCXDVILL 

AND  THESE  ARE  OUR  BRANDS 
NUTONE 

HAMILTON  BEACH 
SCHRADER 
CXUTZ 
STflYLASnC 
UGHTCRAFT 
CARADCO 
HERO 
STERLING 
AJAX 
NYGUARD 
CLINTON 
GRIPPER 
ARTOUER 
DOMINION 

These  arc  the  brands  thai  make  up  ihc    new     Scciill  now  that 
we  Fiave  sold  our  brass  business 

And  these  are  the  brands  that  make  Scovill  a  Ic:ader  in 
growing  markets   Familiar  names  such  as  NUTONE      No  tin 
huilt-in  housing  products  HAMILTON  BEACH      No  i  in  man* 
^ma!l  appliances  DRITZ      No  1  in  sewing  aids  GRIPPER 
No   I  in  apparel  fasteners  SCHRADER       No   1  in  tire  valves 

This  market  leadership  is  reflected  in  our  second  quarter 
results  Per  share  earnings  from  conlmuing  operations  rose 
from  24<  in  last  year's  second  quarter  to  68(  this  year 

And  the  "new"  Scovill  has  the  longest  dividend  record  ol 
any  industrial  on  the  big  board      120  consecutive  years 

For  more  information,  write  to  The  'Ne\^    Scm  ill 
•^9  Scovill  Square.  Waterbur>-,  Connecfreui 


'iid'^Hy 


Seovill 


BRAND  NAME  LEADERSHIP  IN  GROWING  MARKETS 


These  ads  have  covered  major  changes  at  Scovill  during  the  past  year. 

The  newest  development  is 


...WEVE  INCREASED 
OUR  DIVIDEND  20% 


AND  AS  A  RESULT  OF  OUR  LEADERSHIP  IN 
BRAND  NAME  PRODUCTS: 

•  9  MONTH  SALES  HAVE  INCREASED  37% 

•  9  MONTH  EARNINGS  HAVE  INCREASED  84% 


T 
iiJ 


Scovill 


BRAND  NAME  LEADERSHIP  IN  GROWING  MARKETS 


XliIoiic 

Hamilton  Bcatli 

Arlolier 

Schradcr 

Dnl/ 

l.ighlcrall 

Dominion 

Sterling 

NyGuard 

Gripper 

Cainclcd 

Hero 

Aja.x 

Clinton 

Stavlastic 

The  Meeting-place  for  Meeting  Success 

Mountain  serenity  in  a  private  club  atnnosphere  enhances  con- 
centration. Excellent,  fully  equipped  meeting  rooms  for  groups 
of  10  to  250.  Delicious  meals.  Superb  facilities  for  relaxation 
and  recreation.  All  seasonal  sports.  Only  100  miles  from  New 
York  and  Philadelphia.  Write  for  Conference  Booklet. 

SKYTOP  LODGE,  Box  40,  SKYTOP,  PA.  18357 


Handling  fireight 
yaurwBy 

is  our  w2Ky  of  serving  you 


"Piggy-'Bacfc. 

Just  right  for  many  types 
of  your  shipments,  and 
the  price  is  right,  too! 
Seven  basic  plans  provide 
a  price  to  fit  your  needs. 


Ca//  your  nearest 
Santa  Fe  Rep.  or  write 
Freight  Traffic, 
80  E.  Jackson  Blvd., 
Chicago,  III.  60604 
Phone:  (312)  427-4900 
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Loading  or  unloading  trailers  takes  about 
two  minutes  in  Santa  Fe  Piggy-Back  terminals. 
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Santas  in  a  period  when  department 
stores  do  25%  of  their  annual  volume. 
But  the  most  important  lesson  Santas 
learn  is:  Don't  promise  anything! 

Going  To  Ground 

The  old  sod  house,  so  common  in 
the  early  days  of  the  American  West, 
has  been  given  a  modern-day  wrinkle. 
A  library  under  construction  at  the 
University  of  Minnesota  will  use  a 
17-inch-thick  layer  of  earth  on  its 
multileveled  roof  to  conserve  energy. 
Because  earth  is  denser  and  more  ab- 
sorptive than  commercial  insulation, 
the  architects  estimate  that  the  com- 
pleted building's  cooling  load  will  be 
38%  below  1976  Minnesota  energy 
code  requirements  and  that  heating 
loads  will  be  cut  by  20%. 

Boston's  Tennis  Elbow 

When  does  a  boom  become  a  bust? 
When  it  gets  overbuilt.  The  first  signs 
of  a  shakeout  in  indoor  tennis  courts 
are  being  felt  in  New  England,  re- 
ports that  region's  tennis  association. 
In  a  rush  to  cash  in  on  the  popularity 
of  tennis— the  game  now  claims  an 
estimated  35  million  players,  and  the 
number  is  growing  every  year— Boston 
overbuilt  its  indoor  courts.  Surveys 
show  that  only  8  million  can  afford 
to— and  do— play  all  year  round. 
About  54,000  of  this  group  are  in 
the  Boston  area,  which  now  has  280 
indoor  courts  and  75  more  planned. 
That's  enough  to  support  nearly  twice 
the  number  of  players  and  to  pu.sh 
the  court  occupancy  rate  down  to 
54%,  about  6%  below  the  average  na- 
tional break-even  level. 

Vans  Away? 

America's  love  affair  with  the  van 
may  come  to  a  screeching  halt  be- 
cause of  steep  rises  in  insurance  costs. 
Before  vans  were  discovered  by  young 
adventurers,  they  were  used  primari- 
ly by  businesses  as  delivery  and  ser- 
vice vehicles  and  therefore  received 
lower  business-vehicle  rates.  But  in- 
surance companies  have  realized  it's 
now  individuals  who  are  buying  up 
vans— and  adding  thousands  of  dol- 
lars worth  of  customizing  touches.  So 
they  have  decided  to  treat  vans  as 
passenger  cars.  Allstate  Insurance  Co. 
has  raised  physical  damage  costs  a 
hefty  33.3%,  liability  in.surancc  11.1%. 
Other  insurance  companies  are  charg- 
ing extra  to  in.sure  any  .special  cus- 
tomizing treatment.  While  sales  of 
vans  climbed  to  a  record  415,000  for 
the  first  nine  months  of  1976,  it's  go- 
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If  your  bank  gets  tight 
when  the  money  market  gets  tight, 

TELL  rnOTHE  MARME 


Money  is  easy  now.  But  some  banks  will  just  stick  around 
for  the  good  times.  When  the  money  dries  up,  you'll  wind 
up  with  an  apology  instead  of  a  loan. 

At  Marine  Midland,  we  don't  want  anything  to  come 
between  you  and  the  money  you  need.  So  we've  made  a 
commitment  to  handle  the  necessary  credit  needs  of  every 
one  of  our  qualified  customers.  No  matter  what  shape 
the  money  market  is  in. 

In  fact,  we  can  point  to  many  times  when  we've  continued 
taking  care  of  bur  customers'  needs  when  other  banks 
have  stopped. 


There's  a  reason  why  we  can  back  up  this  commitment. 
Marine  Midland  is  a  major  international  bank  with 
$9  billion  in  deposits.  Over  $541  million  in  capital  and  $80 
million  in  reserves.  More  than  300  branches  all  over  New 
York  State.  And  offices  in  22  countries  all  over  the  world. 

We  want  to  free  you  from  the  inconsistencies  of  the 
money  market,  but  don't  wait  for  things  to  dry  up  before 
calling  us. The  right  time  to  establish  a  relationship  with 
Marine  Midland  is  right  now. 

So  if  your  bank  ever  uses  tight  money  as  an  excuse  for 
turning  you  down,  tell  it  to  the  Marine. 


MARINE  MIDLAND  BANK 


Buffalo,  New  York  City,  Beirut,  Bogota',  Buenos  Aires,  Caracas,  Frankfurt,  Hong  Kong,  Jakarta,  London,  Madrid,  Manila,  Mexico  City,  Nassau,  Panama,  Paris, 

Rio  de  Janeiro,  Rome,  Sao  Paulo,  Seoul,  Singapore,  Sydney,  Tehran.  Tokyo,  Toronto. 


Crucible. 


What  we're  talking  about  is  the  prag- 
matic crucible  of  the  capital  markets. 
Where  every  day  our  experience  and 
skills  as  investment  bankers  are  tested 
against  the  hard  realities  of  the  market- 
place. 

With  millions  of  dollars  of  our  capital 
constantly  at  risk  in  the  underwritings 
we  manage  or  in  which  we  participate 
every  year  (1.028  in  1975).  this  judg- 
ment can  be  severe,  with  little  toler- 
ance for  error. 

But  the  final  judgment  of  our  ability  to 
provide  the  right  answers  to  financing 
problems  is  made  by  our  in\'estment 
banking  clients.  One  concrete  measure- 
ment of  performance  is  our  record  of 
maintaining  clients  and  attracting  new 
ones.  Another  is  the  growth  of  our 
financing  business. 

For  instance,  some  of  our  investment 
banking  relationships  with  major 
companies  began  as  long  ago  as  the 
early  1930s.  But  in  the  past  five 
years— since  1972— we've  performed 
investment  banking  scr\'ices  for  231 
companies  and  government  enti- 
ties which  used  our  capabilities  for  the 
first  time.  Mainly  for  public  financ- 
ings, but  also  for  private  placements, 
mergers  and  acquisitions  and  other 
sfX'cial  ser\'ices. 

Since  1972.  we've  been  managers  or 
advisors  for  $41.5  billion  in  corporate, 
international  and  municipal  financ- 
ings. During  the  past  five  years,  our 
financing  business  grew  to  the  highest 
levels  in  our  103-year  history. 

Some  perspective  of  what  we  do  as 
investment  bankers  comes  out  of  our 
mix  of  financings  during  the  past  five 
years. 

Since  1972.  we've  rai.sed  $2.8  billion 
for  oil,  mining  and  energy-related  com- 
panies, $900  million  for  the  steel 
industry,  $800  million  for  the  chem- 
ical industry,  and  $660  million  for 
health-care  companies. 

In  international  finance.  0--^*il* 
we  drew  on  exix-rience  wlllliri 


that  goes  back  to  the  firm's  beginnings 
in  1873—  when  large  amounts  of  U.S. 
capital  were  raised  abroad— to  pioneer 
financings  in  this  complex  arena. 
Among  them:  private  placements  of 
securities  in  Japan  and  the  Mideast, 
and  the  first  long-term  U.S.  public  debt 
issue  for  a  foreign  corporation.  In 
1976.  we  have  been  managers  or 
advisors  for  26  international  financ- 
ings, totalling  $1.1  billion,  for  issuers 
from  14  countries. 

In  muncipal  finance,  we're  as  familiar 
with  the  urban  crisis  as  anybody.  New 
Yorkers,  for  instance,  know  us  for  our 
work  recently  in  helping  to  unravel  a 
tough  financial  problem  in  the  city  of 
Yonkers,  as  manager  in  financing  a 
mammoth  public  improvement  project 
in  Suffolk  County,  and  for  a  host  of 
projects  for  the  New  York  State  Dor- 
mitory Authority. 

Across  the  country,  we've  served  as 
managing  bankers  or  advisors  for  607o 
of  the  largest  municipally  owned  or 
operated  electric  utilities,  and  in  the 
same  capacities  nearly  half  of  the  more 
than  $1.5  billion  raised  for  airport 
facilities  during  the  past  five  years.  We 
helped  to  build  power  plants,  hospitals, 
housing  and  transit  .systems  in  33 
states.  And  continue  to  be  the  leading 
senior  banker,  in  volume  of  financing, 
for  all  catagories  of  tax-exempt  revenue 
bonds. 

Investment  banking  in  the  1970s  is  no 
longer  simply  a  matter  of  underwriting 
and  distributing  securities.  It  com- 
prises many  speciali7.ed  services  and 
requires  specialists— in  private  place- 
ments, mergers  and  acquisitions,  envi- 
ronmental financing,  financial  consult 
ing  for  city  and  state  government. 
lea.se  financing,  real  estate  and  venture 
capital. 

We  provide  them  all,  through  a  .staff  of 
125  people,  in  strategic  financial  cen- 
ters in  the  U.S.  and  abroad.  In  New  York. 

_^  Chicago.  San  Francisco. 

DdrnGYj  Tokyo.  Paris  ;ind  IiMxlon. 


Harris  Upham  &  Co. 

Incorporated 

1345  Avenue  ol  the  Americas  N'-wYork   NY   10019 
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ing  to  take  more  than  gas  to  keep 
them  freewheeling  on  the  nation's 
highways. 

Checkout  Checking 

It's  also  money,  not  just  meat  and 
potatoes,  that  draws  shoppers  to  su- 
permarkets. The  stores  have  become 
banks:  Some  260  of  California's  big 
Lucky  Stores  cash  nearly  a  million 
checks  a  week,  and  supermarkets 
cash  75%  to  80%  of  all  the  checks 
cashed  in  that  state,  says  a  West 
Coast  grocers'  group.  The  American 
Collectors  As.sociation  estimates  that 
two  of  Chicago's  big  food  chains 
cash  more  checks  than  all  of  its  banks. 
In  New  York,  while  banks  outdo  the 
grocers  in  volume,  food-store  check 
transactions  are  nothing  to  sneeze  at. 
A&P  cash  registers  take  in  about 
190,000  checks  a  week  at  350  stores. 

Rubber  Roads 

The  Federal  Highway  Administra- 
tion has  launched  demonstration  proj- 
ects in  at  least  seven  states  this  year 
to  promote  the  use  of  granulated  tire 
rubber  in  the  asphalt  going  into  re- 
pa\ing  projects.  Arizona  has  been 
working  with  this  idea  for  ten  years 
arid  last  year  used  more  than  20  mil- 
lion pounds  of  worn-out  tires  on  its 
roads.  Although  the  asphalt-rubber 
mix  costs  more  than  asphalt  alone, 
the  finished  surface  is  said  to  be  less 
brittle  and  longer  lasting. 

Washington 

Dark  Lining 

Plenty  of  people  cheered  last  month 
when  Postmaster  Ceneral  Benjamin 
Bailar,  a  former  American  Can  Co.  ex- 
ecutive, announced  that  for  the  first 
time  in  Postal  Service  history  the 
mails  yielded  a  quarterly  surplus,  $15 
million.  But  t(M)  few  heard  the  omi- 
nous warnings  that  accompanied  Bai- 
lar's  announcement.  The  Teamsters'" 
strike  against  United  Parcel  Service— 
which  carries  twice  as  many  parcels 
as  the  Postal  Service  does— may  hurt 
rather  than  help  the  agency,  Bailar 
cautions,  because  of  extra  overtime 
costs  and  equipment  rentals.  But  in 
the  long  run,  it's  the  drop  in  vol- 
unu-  that  may  do  the  Post  Office  in. 
Electronic  fund  transfer  syst(Mns  are 
diverting  growing  proportions  of  the 
35  billion  bills  and  payments  that  mail- 
men delivered  in  1975,  which  ac- 
counted for  half  of  the  $10  billion  of 
1975  postal  revenues.   ■ 
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If  we  didiA  own  ourselves, 
maybe  we  wouldift  be  the 
top  broker/t3onsultant  in  Fortune's 
survey  of  employee  benefits. 

A  recent  Fortune  magazine  survey''  asked  corporate 
employee  benefit  program  executives  to  rate  eleven  national 
broker/consultants  on  their  capabilities. 

Here's  what  the  Fortune  study  reported: 
"Top  500"  corporations— Johnson  &  Higgins  rated  first 
"Second  500"— J&H,  first  again. 

At  J&H,  we  think  the  quality  of  what  we  do 
is  a  result  of  how  weVe  set  up  to  do  it. 

We  are  the  only  privately-held  company 
among  the  major  broker/ consultants.  Because  we 
own  ourselves,  we  can  shape  our  services  so  they'll 
help  you  most. 

J&H  cross-trains  its  consultants  in  both 
group  insurance  and  pension  or  savings-type 

benefits  for  maximum  responsiveness. 

J&H  insists  on 
complete  objectivity.  We  work 
with  commercial  carriers 
and  Blue  Cross-Blue  Shield 


Murray  Becker  and  Art  Gribbin,  J&H  technical 
consultants  on  ERISA,  have  been  tracking  the 
complicated  legislation  since  its  birth. 


The  first  nationwide  dental 
insurance  program  with  local 
cost  variations  in  scheduled 
allowances  was  created  by 
J&H  for  a  giant  employer. 


organizations  and  self-insured  arrangements,  too. 

J&H  staffs  in  depth.  We  have  more  actuaries  than 

most  insurance  companies,  for  instance.  And  specialists 

assigned  exclusively  to  analyze  ERISA. 

In  short,  we  think  we  have  everything  needed  to  help. 

Especially  the  experience.  J&H  began  consulting  when  only  a 

handfui  of  corporations  offered  any  benefits  at  all.  And  now, 

we're  first  with  the  Fortune  500.  And  the  Second  500,  too. 


J&H's  John  Feldtmose,  chief 

actuary,  at  the  bargaining 

table  during  an 

employee  benefit 

negotiation. 


•■'How  Major  Industrial  Corporations  View  Employee  Benefit  Programs: 


Johnsoi^^ggins 


The  private  insurance  broker 
We  answer  only  to  you 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES;  EMPLOYEE  BENEFIT 
AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


Australia 


BUSINESS  V 
OPPORTUNITIES 

For  trade  introductions  in  Australia, 

ask  Australia's  largest,  most  experienced 

free  enterprise  bank . . .  over  1300  offices 

throughout  Australia,  New  Zealand  and 

other  islands  of  the  Pacific. 

Contact:  Lindsay  C.  Hamilton, 

Bank  of  New  South  Wales,  Suite  1630, 

270  Park  Avenue,  New  York,  NY.,  10017. 

Telephone:  (212)  986-2248/9 

or  William  A.  Havercroft, 

Bank  of  New  South  Wales  Representative 

Office,  Suite  603,  Qantas  Building, 

360  Post  Street,  San  Francisco,  California, 

94108.  Telephone:  (415)433-1330. 

Bank  of 
New  South  Wales 

The  bank  that  knows  Australia  best 

Head  Office:  60  Martin  Place,  Sydney,  NSW, 

Australia,  2000 
I753411C1US  Z519 


CLASSIFIED 

appears  in 

the  first  issue 

of  every  month. 

Look  for  it  in 
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issue. 

For  rates  and  other 
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FORBES  CLASSIFIED, 
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Sarah  Madison 

(212)  675-7725 

FORBES:  CAPITALIST  TOOL 


Readers  Say 


Working  For  Uncle  Sam 

Sir:  Your  cover  story  "IBM:  This 
Tiger  Is  No  Pussycat"  (Noo.  1)  prop- 
erly notes  IBM's  high  degree  of  prof- 
itabihty  when  measured  by  return  on 
equity.  But  when  it  comes  to  lapping 
up  the  cream,  the  Federal  Govern- 
ment tiger  is  no  pussycat  either.  Be- 
tween 1956  and  1975,  IBM  paid  out 
$13.8  billion  in  U.S.  federal  and  non- 
federal income  taxes,  compared  to 
$6.2  billion  in  cash  dividends.  Due  to 
the  double  taxation  of  dividends,  the 
overall  governmental  income  tax  take 
was  an  estimated  $15  billion,  com- 
pared to  $5  billion  aftertax  dividends 
to  shareowners.  IBM  is  a  fabulous 
"money  machine"  that  on  a  cash  ba- 
sis works  three  times  as  hard  for 
governments   as  for  the  shareowners. 

—Chaplin  Tyler 
Wilmington,  Del. 

Burns  And  Carter 

Sir:  Re  "Carter  Won't  Take  On 
Burns"  ( Fact  and  Comment,  Dec.  1 ) . 
Thank  you  for  your  wise  editorial. 

—Arthur  F.  Burns 

Chairman, 

The  Board  of  Governors 

Federal  Reserve  System 

Washington,  D.C. 

No  Scrooge,  He 

Sir:  If  Forbes  imagines  that  Pe- 
trie's  employees  never  got  to  be  really 
rich,  as  you  suggest  in  your  article 
{Dec.  1),  you  might  just  look  at 
what's  happened  to  the  stock  options 
some  of  our  key  employees  have  re- 
ceived: Hilda  K.  Gerstein  has  options 
to  135,000  shares  with  a  value  of 
$9.45  million;  Dorothy  F.  Stern, 
135,000  shares,  $9.45  million;  Jean 
Roberts,  30,000  shares,  $2.1  million; 
Evelyn  S.  Horn  (retired),  45,000 
shares,  $3.15  million  and  Irving  Ehr- 
lich  (retired),  45,000  shares,  $3.15 
million.  In  addition,  64  employees  got 
options  on  126,900  shares  worth  $8.8 
million.  Does  that  make  the  point? 

-Milton  Pctrie 

Chairman, 

Petrie  Stores 

Secaucus,  N.J. 


child.  Such  devotion  to  the  cause 
would  probably  result  in  her  election 
as  chairperchild  of  her  NOW  chapter. 

—Lloyd  M.  Joshel 
Denver,  Colo. 

Sir:  The  ultimate  in  ridiculousness 
*  would  be  "woperson." 

—Logan  Miller 
Evansville,  Ind. 

Sir:  The  whole  situation  has  be- 
come so  silly  that  I'm  almost  ashamed 
of  being  a  member  of  the  huperson 
species. 

—William  F.  Barber 
Colorado  Springs,  Colo. 

Accolade  To  Apple 

Sir:  That's  a  wonderfully  nice  edi- 
torial about  Johnny  Apple  {Dec.  J). 
He  did  do  a  super  job. 

—Arthur  Ochs  Sulzberger 

President  and  Publisher, 

The  New  York  Times 

New  York,  N.Y. 

High  Regard  For  Finland 

Sir:  Re  your  comments  on  Finland 
and  their  magnificent  icebreakers 
{Fact  and  Comment,  Oct.  15).  My 
late  husband,  Bernt  Balchen— arctic 
explorer/aviator  and  pilot  on  the  first 
flights  over  the  South  and  North 
poles— realized  very  early  the  impor- 
tance of  Finland's  icebreakers.  A  num- 
ber of  years  before  his  death  in  1973 
and  prior  to  the  construction  of  the 
Alaska  pipeline,  he  urged  the  use  of 
Finnish  icebreakers  as  escorts  for  spe- 
cially constructed  oil  tankers  out  of 
Prudhoe  Bay.  Colonel  Balchen's  high 
regard  for  Finland  had  earlier  been 
expressed  when  he  volunteered  for 
service  at  age  18  in  the  Finnish  White 
Army  in  1918  under  Mannerhcim,  as 
did  reader  Bjorn  B.  Forss  {Readers 
Say,  Nov.  1 ) . 

—Audry  S.  Balchen 
Chappaqua,  N.Y 


"Person"  Nonsense 

Sir:  Ms.  Cooperman  apparently 
does  not  realize  that  if  she  changes 
her  name  to  Cooperperson  {Fact  and 
Comment,  Nov.  15),  she  will  only 
be  replacing  one  hated  .syllable, 
"man,"  with  another  sexist  syllable, 
"son."  She  should  go  all  the  way  by 
changing    her    name    to    Cooperpcr- 


"Inflation  . . .  Etc." 

David  Waish's  economic  es- 
say, "Inflation  Is  Now  Too  Seri- 
ous A  Mailer  To  Leave  To  The 
Economists"  {Nov.  15)  has  drawn 
a  flood  of  mail  unprecedented  in 
the  recent  history  of  Forbes.  For 
reasons  of  space,  we  are  not  (|uot- 
ing  the  letters  in  this  issue  but 
plan  a  special  summary  in  the 
Jan.  15,  1977  issue.  Reprints  of 
this  essay  will  soon  be  available 
from  Forbes  at  $1.25  a  copy, 
less  for  bulk  orders— Ed. 
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JingleBells 


What  better  wayJo-Firrg  in  the 

holj.days'and  express  the 

pirit  of  friendship  than  with 

the  gift  of  rare  taste. 

A  Christmas  tradition — '^ 

for  alniostlQO'years. 


RARE 
SCOTCH 


86  Proof  Blended  Scotch  Whisky  ©1976  Paddington  Corp..  N.  Y. 


The  legend  continues.** 


Mercedes-Benz  presents 


Announcing  an  important  new  de* 
sign  from  Mercedes-Benz.  Sleek. 
Lean.  With  nimble  handling. 
Ample  space  for  five  adults.  Doz' 
ens  of  ingenious  safety  provisions. 
And  fuel-injected  power  plants.The. 
new  Mercedes-Benz:  Engineered 
like  no  other  car  in  the  world. 

The  new  Mercedes-Benz  required  a 
full  eight  years  to  perfect. That  may 
seem  an  almost  leisurely  pace. 

However,  when  you  come  to  under- 
stand the  importance  of  this  new 
Mercedes-Benz  design,  and  the  sig- 
nificance of  its  many  engineering  inno- 
vations, you^U  see  that  it  couldn't  have 
been  produced  any  faster. 

New  suspension 

The  design  concept  of  the  new 
Mercedes-Benz  represents  an  exquisite 
balance  among  the  needs  for  occupant 
protection,  refined  handling  charac- 
teristics, and  driver  comfort.  Maximiz- 
ing each  of  these  qualities  required  par- 
ticular engineering  finesse. 

Perhaps  the  major  achievement  is 
the  new  front  suspension.  It  is  a  sim- 
plified and  strengthened  front-end  con- 
struction, buttressed  with  special  gas- 
pressurized  shock  absorbers.  It  helps 


Three  distinctive  mcxfels.  Each  one  is  fiiel  injected. 
One  of  them  will  meet  your  precise  driving  requirements. 


•  EngineType— Diesel,  4-cylinder, 
fuel  injection,  overhead 
camshaft,  5  main  bearings 

•  Displacement— 146.7  cu.  in. 

•  Fuel/Fuel  System -Diesel  #2, 
mechanical  fuel  injection 

•  Manual  Transmission  — 
4-speed,  fully  synchronized 

•  Curb  Weight-3210  lbs. 

•  Overall  Height-56.6" 

; Overall  Length -190.9" 

•  Turning  Circle— 37' 

•  Trunk  Capacity— 1 7.7  cu.  ft. 

•  Passengers— 5 
•Wheelbase-110" 


■  3  Q  Q  D- 

•  Engine  Type-Diesel,  5-cylinder, 
fuel  injection,  overhead 
camshaft,  6  main  bearings 

•  Displacement-183.4  cu.  in. 

>  Fuel/Fuel  System -Diesel  #2, 
mechanical  fuel  injection 

'  Automatic  Transmission— 
4-speed,  torque  converter 

•Curb  Weight- 351 5  lbs. 

•Overall  Height-56.6" 

•  Overall  Length -190.9" 

•  Turning  Circle— 37' 

•  Trunk  Capacity— 17.7  cu.  ft. 

•  Passengers- 5 

•  Wheelbase-110" 


•  Engine  Type-6-cylinder, 
continuous  fuel  injection, 
double  overhead  camshafts, 
7  main  bearings 

•  Displacement- 167.6  cu.  in. 

•  Breakerless,  transistorized 
ignition  system 

•  Automatic  Transmission  — 
4-speed,  torque  converter 

•  Curb  Weight- 3530  lbs. 
•Overall  Height-56.6" 

•  Overall  Length -190.9" 
•Turning  Circle  — 37' 

•  Trunk  Capacity-17.7  cu.  ft. 

•  Passengers- 5 
•Wheelbase-110" 
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the  new  Mercedes-Benz  deliver  precise     brakes  on  all  four  wheels— just  as  there 


steering  with  instant  response,  virtu- 
ally no  lean  in  braking  or  cornering— 
and  straight-line  control  on  even  the 
roughest  roads.  What's  more,  the 
lubricated-for-life  ball  joints  are  com- 
pletely maintenance  free. 

There  are  dual-circuit  power  disc 


have  been  on  all  Mercedes-Benz  aui 
tomobiles  since  1968. 

The  look  of  the  future 

This  new  design  is  a  fresh  look  for 
Mercedes-Benz.  Closer  to  the  road 


Ltigular  new  achievement* 


Slightly  wider.  Clean-limbed.  The  new 
effect  is  subtle  but  undeniable. 

Inside,  there's  new  luxuriousness, 
with  ample  front  and  rear  legroom  and 
headroom.  And  the  trunk  offers  17.7 
cubic  feet  of  usable  space. 

A  perceptive  observer  may  notice 
that  all  the  frame  members  supporting 
the  roof  seem  more  slender  than  in  pre- 
vious Mercedes  Benz  models.  Actu- 
ally, these  crucial  safety  members  have 
been  strongly  reinforced.  And  their 
slim  shape  contributes  to  driver  visibil- 
ity. Another  visibility  aid:  a  total  of 
27.3  square  feet  of  tinted  glass. 

The  passenger  compartment  is  a 
steel  shell  surrounded  by  lateral- 
impact-resistant  elements,  with  crush- 
able  safety  zones  in  front  and  rear. 


The  front  safety  zones  are  now 
creased  for  even  more  precisely  defined 
deformation  should  an  accident  occur. 

The  rear  crush  path  has  been 
lengthened  by  moving  the  gas  tank 
forward  to  a  protected  position  above 
the  rear  axle. 

And  in  front,  the  steering  mech- 
anism is  positioned  well  behind  the 
front  wheels  to  protect  it  in  a  collision. 

The  aesthetics  of  safety 

Study  the  dashboard's  well-thought- 
through  details  and  take  pleasure  in 
them.  The  sense  of  stark  elegance.  The 
intelligent  arrangement  of  switches 
and  controls.  The  impressively  sized 
steering  wheel  with  a  built-in  safety 
chest  pad.  Anatomically  designed  seats. 


Impact-resistant  handles  on  all  doors. 

Fore  and  aft,  a  new  type  of  energy' 
absorbing  bumper  flows  smoothly  into 
the  car's  silhouette. 

The  new  Mercedes-Benz  is,  quite 
possibly,  a  masterpiece.  A  cursory  look 
will  indicate  that.  But  only  when  you 
take  the  wheel  will  you  recognize  the 
significant  difference  between  this  and 
all  other  cars.  Arrange  a  drive  with 
your  authorized  Mercedes- 
Benz  Dealer.  Then  you'll 
agree:  the  legend  continues. 

Mercedes-Benz 

Engineered  like  no  other  car 
in  the  world. 

©Mercedes-Benz,  1976 


•♦«« 


tat  do  you  call  a  company 
thafs  responsible  for 


a  new  safer  match  that  goes  out  by  itself, 


\ 


a  biodegradable  egg  carton 
that's  extra  strong, 


^ 


a  95  year  record  of  paying 
stockholder  dividends? 


We  call  it  responsible* 

Corporate  responsibility  is  no  catch-phrase  at  Diamond. 

We  pioneered  the  development  of  a  child-proof  safety  cap.  A  biodegrad- 
able see-thru  tray  that  keeps  meat  fresh  longer.  A  forest  conservation 
program.  We  also  make  100%  recyclable  cans. 

And  we've  paid  dividends  to  our  stockholders  for  95  years  in  a  row. 

That's  the  biggest  responsibility  of  all. 

DIAMOND  INTERNATIONAL 


Diamond  International  Corporation  •  733  Third  Avenue,  New  York,  N.Y.  10017 
Forest  Products  •  Packaging  &  Printing  •  Consumer  Products  •  Building  Materials  &  Home  Supplies  •  Machinery  Systems 


"With  all  thy  getting  get  understanding' 


Fact  and  Comment 


WOULDN'T  IT  BE   GREAT 

if  Jimmy  Carter  turns  out  to  be. 

From  his  press  conferences  come  "promising"  portents. 
He  could  be  the  catalyst  for  renewed  recovery 
rather  than  revitahzed  inflation. 

HOW  TO  HEAD  OFF  ANOTHER  OIL  EMBARGO 

Have  a  six-month  oil  supply  salted  away  in  domes  or  With  a  six-month— not  three-,  remember,  six-month— sup- 
wherever.  No  matter  what  it  costs,  it  will  be  negligible  ply  in  hand  there  would  be  little  likelihood  of  a  boycott, 
next  to  what  an  embargo  would  cost  by  way  of  a  collapsed  and  even  less  likelihood,  if  there  were  one,  of  it  lasting 
economy  and  possible— even  likely— bloodshed.  very  long  or  long  enough  to  devastatingly  disrupt  us. 

WE'D  BETTER  HOPE  THE  U.S.  MARINE  CORPS 

doesn't   get   shot   down  or  too   severely   wounded   by   all  toughest  kind  of  recruit  training.  But  when  they've  made 

the  current  flak  over  its  torturously  tough  training.  it  through.   Marines,   for   201   years,   have  had   a   rugged 

Because  there  are  occasional  abuses  and  abusers,  some  pride  that's  been  vital  to  the  esprit  that  makes  this  U.S. 

of  the  other  services    (notably  the  Army)    and  some   on  military  cutting  edge— the  U.S.  Marine  Corps— perform  su- 

Capitol  Hill  seek  to  diminish  or  do  away  with  the  Marines.  perbly  when  called  on  with  little  or  no  notice. 

Somebody  ought  to  wise  up  these  dummkopfs.  If   both    the    Pentagon    and   Capitol    Hill   want    to   be 

Aside  from  the  82nd  Airborne,  I  doubt  if  we  have  any  shocked,  if  not  scandalized,  they  might  seek  a  trust- 
divisions,  including  those  in  Korea  and  in  Europe,  ready  worthy,  first-hand  report  on  the  state  of  unreadiness  that 
for  Instant  Commitment  except  those  of  the  Marine  Corps.  actually  prevails  in  so  many  of  the  "ci.mbat  units"  that 

The  price  for   such   real  readiness   is   paid  for  by   the  the  Pentagon  plays  strategic  games  with. 

MANY  INSTANT  NEW  JOBS   FOR  MINORITY  YOUTHS 

can  open  up  at  almost  no  cost  if  the  Carter  Administra-  pie  can't  seek  fairness  or  equity.  Mostly  these  uncounted 

tion  moves  to  enforce  the  law  concerning  illegal  aliens.  millions    of   jobs    involve   the   unskilled   and   would   pro- 

By   directive  if  possible,   or  prompt  new  legislation   if  \'ide  ideal  starting  points  for  many  of  the  far  too  numer- 

necessary,   employers   should   be   subject   to   sizable  fines  ous  young  urban  unemployed. 

for  every  employee  who  doesn't  have  either  proof  of  citi-  Such  a  program  could  accomplish  many  things  at  once: 

zenship  or  papers  required  for  alien  employment.  penalize  the  exploiters;  enforce  the  law  on  illegal  immi- 

Too  often   employers  who  take  on  numbers  of  illegal  gration;  and,  most  importantly,  open  up  jobs  in  an  area 

aliens  exploit  'em,  knowing  blamed  well  these  poor  peo-  of  greatest  need. 
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is  still  where  it's  at. 


I  HOPE   FELIX   ROHATYN  IS 

The  Talent  Hunt  list,  that  is,  rather  than  his 
Forgiveness  list  that  some  of  us  are  to  make. 

Can  you  think  of  anyone  better  equipped 
by  \irtue  of  brilliance,  experience  and  innova- 
tive, positive  thinking  to  guide  the  new  Ad- 
ministration's promised  programs  for  succor 
and  perhaps  salvation  for  so  many  of  our  big 
cities'  inner  cores? 


ON  JIMMY  CARTER'S  LIST 

Rohatyn  is  in  the  forefront  of  New  York's 
latest  fiscal  crisis.  His  earlier  recommenda- 
tion that  City  and  MAC  bonds  be  supported 
with  some  federal  guarantees  is  not  with- 
out merit. 

Felix  Rohatyn,  after  a  stint  as  the  national 
Urban  Centers  saviour,  should  then  be  prompt- 
ly drafted  as  Mayor  Beame's  successor. 


Forbes  Magazine's 
BESTAUKASreUIBE 


NEW   YORK'S   BEST— 1976 


La  Caravelle 
La  Cote  Basque 


*      *      *      * 
La  Grenouille  Lutece 

Le  Cygne  "21" 


The  Four  Seasons 


There's  been  one  death  among  last  year's  Super 
Seven— Lafayette.  It's  a  sad  demise,  but  the  Fayets 
finally  gave  up  bitingly  fighting  the  wicked  ways 
of  suppliers,  unions,  waiters,  would-be  customers 
and  critical  critics.  There's  a  new  ascension,  though 


—The  Four  Seasons  (Pool  Room).  Possessor  of  the 
most  spaciously  grand  decor  in  town,  blessed  with 
an  imaginative  menu.  The  Four  Seasons  moves 
from  three  stars  (it's  had  'em  since  the  start  of  the 
Forbes  stars)  to  the  rare  Four  finnament. 


Benihana  (chain) 
Box  Tree 
Chalet  Suisse 
Christ  Cella 


*  *      * 
Gaylord  India  Le  Jules  Verne 

Hunam  Le  Lavandou 

La  Mangeoire  Le  Steak 

La  Petite  Ferme  Parioli  Romanissimo 


Quo  Vadis 
Shun  Lee  Dynasty 
Tavern  on  the  Green 
Windows  on  the  World 


This  year  there  are  some  very  exciting  additions 
to  the  too  few  three-star  restaurants.  Box  Tree— 
Precious,  in  a  nice  sense.  Seems  to  impress  no  end  of 
any-aged  dates.  Chalet  Suisse— In  Switzerland, 
this  place  would  be  as  popular  as  it  is  with  the 
Swiss  in  New  York.  Veal  a  la  Suisse  and  the  Roesti 
potatoes  are  incomparable.  La  Mangeoire— \  don't 
know  a  better  moderately  priced,  thoroughly  French 
restaurant  in  New  York.  Le  Lavandou— In  the 
owner-chef  French  tradition  (a  rarity).  Here's  a 
real  rival  for  the  Old  Arrived.  Parioli  Romanissimo 
—In  my  experience,  perhaps  only  four  or  so  of  the 
best  in  Rome  are  any  better.  Shun  Lee  Dynasty— 
Szechuan    and    Mandarin    cooking    are    featured    as 


well  as  Hunan.  China  should  have  one  so  good. 
Tavern  on  the  Green— In  Central  Park,  dazzlingly 
creative  addition  to  the  City's  restaurant  scene.  The 
food's  good;  so  far,  waiters  and  captains  seem  eager 
and  to  care;  prices  are  relatively  moderate.  Warner 
LeRoy  has  created  a  smash  hit  that  should  do  much 
to  offset  New  York's  bankruptcy  blues.  Windows 
on  the  World-On  the  1 07th  floor  of  the  World 
Trade  Center,  with  an  incomparable  view.  No  one  but 
Joe  Baum  could  have  risen  to  the  heights  recjuired  and 
provided  the  only  good  thing  to  be  said  for  those 
Port  Authority  towering  monstrosities.  Even  the  food 
is  good.  Reserve  way  ahead  and  bring  lots  of  time 
and  money. 


WHEN   ONE   STARTS   TO  THINK 

that  he  deserves  his  blessings,  he  doesn't. 
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IF  YOU   EXPECT 

not  miich,  you'll  seldom  be  suniriscd. 


-MALCOLM  S.  FORBES, 

Editor-in-Chief 


Other  Comments 


Often  comments  by  others  seed,  stimulate,  irritate,  amuse  or  abuse  my  mind.—M.S.F. 


Carter^ s  Unemployed 

Cabinet  officers  have  few  job  wor- 
ries ahead,  but  lesser  Ford  associates 
reahze  they  have  some  hunting  to  do. 
Among  these,  some  black  humor  is 
cropping  up.  One  Administration  of- 
ficial who  left  to  work  on  the  Presi- 
dent's campaign  and  expected  to  re- 
turn to  the  Government  has  been 
flashing  a  button  that  reads:  "Im- 
peach Carter." 

At  the  Office  of  Management  & 
Budget,  says  one  ofiicial  only  half- 
jokingly,  "There  are  only  about  six 
of  us  left  working.  In  the  rest  of  the 
building,  the  doors  are  all  locked  and 
the  Xerox  machine  is  backed  up  for 
hours  with  job  resumes." 

—Wall  Street  Journal 

Bureaucrats  Worldwide 

.  .  .  Geneva,  Vienna  and  Paris  are 
other  places  where  a  swollen  bu- 
reaucracy is  taking  it  easy  largely  at 
the  expense  of  the  U.S.  taxpayer. 
Indeed,  bodies  like  the  OECD,  ILO, 
IMF,  World  Bank  and  sundry  United 
Nations  agencies  are  growing  faster 
than  most  U.S.  government  agencies, 
as  bureaucrats   flock  to  tax-free  jobs 


that  often  carry  diplomatic  privileges. 
Since  the  U.S.  foots  much  of  the  bill- 
sometimes  as  much  as  60%— for  these 
bodies,  it  has  an  interest  in  checking 
their  growth.  .  .  .  Treasury  Secretary 
William  Simon  understandably  is  an- 
noyed that  no  fewer  than  90  em- 
ployees of  the  IMF  earn  more  than 
he  does.  In  fact  770  out  of  its  1,800 
officials  clear  over  $30,000  a  year  net 
of  tax. .  .  . 

—Neil  Mclnnes,  Barrons 

A  Gift  From  ISew  York 

The  North  Pole?  Bah,  humbug. 
The  jolly,  pink-cheeked  man  who 
brings  Christmas  gifts  to  the  well- 
mannered  children  of  the  world  was 
bom  in  New  York.  ...  St.  Nicholas, 
the  tall,  thin  Turkish  Bishop  who  be- 
came the  patron  saint  of  sailors,  land- 
ed in  the  New  World  with  the  first 
explorers.  But  the  fact  that  he  grew 
plump,  took  to  wearing  red  and 
hitched  his  cart  to  prancing  reindeer 
can  be  credited  to  New  Yorkers  of 
the  19th  century,  scholars  have  de- 
termined. .  .  .  On  St.  Nicholas  Day, 
Dec.  6,  1809,  Washington  Irving,  a 
New  Yorker,  published  "Diedrich 
Knickerbocker's    A    History    of    New 


York  from  the  Beginning  of  the  World 
to  the  End  of  the  Dutch  Dynasty." 
...  [It]  contained  25  references  to  a 
pipe-smoking,  impish  St.  Nicholas 
who  brought  gifts  down  chimneys  and 
this  began  the  legend  of  the  Santa 
Glaus  known  around  the  world  today. 
—Leslie  Maidand, 
'New  York  Times 

IS'est-Ce  Pas? 

Bill  Bembach  of  Doyle  Dane  Bern- 
bach  used  to  tell  about  the  time  he 
and  a  couple  of  associates  went  to 
South  Bend  to  call  on  a  client  or 
prospect. 

Arriving  on  a  bitingly  cold,  snowy 
afternoon,  they  decided  that  a  little 
something  hot  inside  of  them  would 
be  a  help.  So  they  stopped  in  a 
restaurant. 

After  glancing  at  the  menu.  Bill 
asked  the  waitress  what  the  soup  du 
jotu"  was. 

"I  don't  know,"  she  told  him.  "I'll 
have  to  ask." 

After  a  trip  to  the  kitchen  she 
came  back  and  said  brightly: 

"The  soup  du  jour  is  the  soup  of 
the  day."  —Sid  Bernstein 

Advertising  Age 


The  Supreme  Court  ruled  last 
June  that  it  was  unlawful  for  new- 
ly elected  ofiiciab  to  dismiss  non- 
Civil  Service  government  employees 
solely  because  they  are  of  the  op- 
posite pohtical  party  or  had  op- 
posed the  officials  during  the  cam- 
paign. The  Court  said  that  such 
acts  were  an  infringement  of  the 
First  Amendment.  The  only  excep- 
tions would  be  for  those  in  policy- 
making posts  or  in  jobs  providing 
confidential  advice.  Three  justices 
were  willing  to  outlaw  even  that 
prerogative. 

The  decision  could  have  serious 
consequences,  mostly  bad. 

We're  long  past  the  "to  the  vic- 
tor goes  the  spoils"  era  of  the  19th 
century,  when  a  change  of  political 
parties  meant  wholesale  dismissals 
of  government  workers.  The  prop- 
er question  today  is:  How  do  you 
make  teYiured  bureaucrats  respon- 
sive to  political  officials  without 
the  ultimate  threat  of  dismissal? 

Anyone  who  takes  a  high-level 
job  in  Washington  soon  leanis  that 
there  is  more  to  government  than 


A  BAD   DECISION 

by  M.S.  Forbes  Jr. 

passing  laws,  formulating  policies, 
issuing  orders.  The  idea  that  the 
Civil  Service  is  a  nonpartisan  in- 
strument ready  and  willing  to  carry 
out  the  wishes  of  elected  or  ap- 
pointed superiors  doesn't  often 
square  with  reality.  Bureaucracies 
have  their  own  interests  and  they 
will  defend  them. 

Unpopular  commands  (from  a 
bureaucrat's  point  of  view)  issued 
by  presidents,  governors,  cabinet 
members  have  a  habit  of  disap- 
pearing by  the  time  they  trickle 
down  to  the  sixth  or  seventh  layer 
of  a  bureaucracy.  Seasoned  civil 
servants  are  masters  at  not  doing 
what  they  don't  want  to  do,  of 
frustrating  policies  they  don't  like. 
Fighting  bureaucracies,  Franklin 
D.  Roosevelt  used  to  say,  "is  like 
punching  a  pillow." 

While  elected  officials  use  pa- 
tronage to  reward  friends,  build  up 
political  bases,  some  patronage  is 
also  essential  in  their  getting  a  han- 
dle of  sorts  on  the  bureaucracy. 

Democracy  is  not  well  served  by 
reducing  even  more  of  the  powers 


of  elected  officials  vis-a-vis  an  en- 
trenched Civil  Service. 

WRONG  SOLUTION 

The  SEC  allows  mutual  funds  to 
use  shareholders'  assets  to  promote 
new  fund  sales.  The  funds  argue 
that  such  a  practice  would  be 
proper  because  shareholders  bene- 
fit when  their  ranks  increase.  The 
bigger  the  fund,  the  better  off  the 
shareholder. 

Don't  bet  on  it.  The  Forbes  An- 
nual Mutual  Fund  Survey  (Aug. 
15)  clearly  demonstraies  that  good 
long-term  performance  isn't  neces- 
sarily tied  to  size.  The  Templeton 
Growth  Fund,  Guardian  Mutual 
Fund  and  Mutual  Shares,  for  ex- 
ample, all  have  fine  long-run  rec- 
ords; all  have  under  $100  million. 

What  counts  in  that  business  is 
not  size  so  much  as  a  fund  man- 
ager's ability  to  manage  money. 

What  will  boost  fund  sales  the 
most  is  a  return  of  confidence  to 
the  battered  individual  investor, 
and  there  isn't  a  heck  of  a  lot  the 
SEC  can  do  about  that. 
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Financial 
Architect 

He's  designing  the  best 

financial  plan 

for  his  company 


And,  it's  a  lot  easier  for  him  with  the 
help  of  the  corporate  finance  officers  at 
The  Northern  Trust  Bank. 

Alan's  major  concern  is  how  to 
finance  the  growth  of  his  company. 
What  will  be  the  company's  needs  dur- 
ing the  next  few  years,  and  what  is  the 
best  way  to  meet  them. 

The  Northern  Trust's  corporate 
finance  officers  can  assist  in  determin- 
ing the  financing  requirements  of  his 


company— how  much  money  will   be 
needed,  when,  and  for  how  long. 

In  addition,  he  will  be  provided 
with  a  detailed  analysis  of  all  the  ap- 
propriate financing  alternatives.  It 
gives  the  necessary  information  to 
develop  a  sound  plan  specifically  de- 
signed for  his  company — now  and  in 
the  future.  And,  should  this  plan  in- 
clude bank  credit  or  a  private  place- 
ment of  long-term  debt,  financial  ex- 


perts at  The  Northern  Trust  can  assist 
the  company  in  raising  needed  funds. 
If  you'd  like  further  information 
about  financial  planning,  just  contact 
your  Northern  Trust  calling  officer  or 
Wendell  W.  Snider,  Jr.,  Senior  Vice 
President,  Metropolitan  Group,  or 
B.  T.  Reidy,  Senior  Vice  President, 
National  Group  at:  The  Northern 
Trust  Bank,  50  S.  LaSalle  Street, 
Chicago  60690.  (312)  630-6000. 


The  NorthernTrust  Bank 

Bring  your  financial  ftiture  to  us. 


Forbes 


Rocky  Mountain  Oil  Patcli: 
Bonanza  Or  Baliylioo? 


By  ELLEN  MELTON 

The  board  chairman  of  Standard 
Oil  of  California  terms  a  discovery 
there  "one  of  our  more  promising." 
The  executive  vice  president  of  Union 
Pacific  Corp.  calls  exploration  activity 
there  "feverish."  A  highly  respected 
institutional  oil  analyst  says  it's  "the 
hottest  new  area  in  the  U.S.  for  drill- 
ing, offshore  or  on."  Then  there  are 
the  enthusiasts. 

They're  talking  about  a  portion  of 
the  Rocky  Mountain  region  called  the 
overthrust  belt,  a  geological  feature 
that  cuts  a  rugged  swath  through  Ida- 
ho, Wyoming  and  Utah  (see  map). 
Virtually  every  major  U.S.  oil  compa- 
ny and  most  of  the  minor  ones  are 
looking  for  oil  there  and  in  adjoin- 
ing areas  of  promise.  Leaseholds  on 
key  discoveries  are  no  longer  available 
at  any  price.  Seismic  crews  are 
blanketing  the  Rockies,  theii"  number 
up  60%  from  1975.  New  driUing  ac- 
tivity for  October  set  a  modem  record. 

All  this  over  an  area  oilmen  consid- 
er to  be,  geologically,  a  big  fat  ques- 
tion mark. 

The  more  accessible  parts  of  the 
Rockies  have  been  producing  gener- 
ous amounts  of  oil  since  the  turn  of 
the  century  ( Wyoming's  Teapot  Dome 
was  only  the  most  notorious  field). 
But  the  easy  sites  are  long  gone,  and 
the  remoteness  and  complex  geology 
of  the  rest  made  it  economically  inac- 
cessible. The  Organization  of  Petro- 
leum Exporting  Countries,  however, 
has  changed  all  that.  What  is  impos- 
sible at  $3  a  barrel  can  be  highly 
desirable  at  $12. 

Exploration  in  the  Rockies  began 
picking  up  shortly  after  the  1973  oil 
embargo.  Three  promising  wells  hit 
in  short  order:  oil  in  the  Pineview 
field  last  year,  this  year  oil  in  Ryck- 
man  Creek  and  natural  gas  in  Yellow 
Creek.  Production  is  not  yet  far 
enough  along  at  any  of  them  to  esti- 
mate reserves,  but  the  net  pay  zone 
is  promising:  about  500  feet  vs.  an 
average  20  feet  elsewhere  in  the 
Rockies.   Development  wells   are   un- 


Where 

The  Wildcats  Are 

Portions  of  Wyoming,  Idaho  and 
Utah  with  what  geologists  call  an 
"overthrust"  formation  (shaded 
area)  have  stirred  exploration  on  a 
feverish  scale. 


1 

^^ 

H 

3 

^1 

H^^ 

IDAHO 

••-! 

'^^^^^^^m 

UTAH 

.-v^BhHR^^I 

JH 

1 

^^^■kman 

>1 

^1  *«  {^H 

^^           WYOMING 
■^lEVV               UTAH 

>^m| 

^H 

r 

■^if'mm 

^^ 

Source:  Terra  Graphics 

der  way  in  all  three  fields,  and  some 
40  companies  are  scouring  nearby 
acreage— feverishly,  according  to  UP's 
William  S.  Cook. 

The  two  major  companies  with  the 
biggest  stakes  in  the  overthrust  are 
Standard  of  Indiana,  through  Amoco, 
its  domestic  exploration  and  produc- 
tion subsidiary;  and  Union  Pacific, 
landlord  of  most  of  the  overthrust 
acreage  and  parent  of  its  own  explora- 
tion subsidiary,  Champlin  Petroleum. 
Many  of  the  other  oil  majors  had 
damped  down  their  Rocky  Mountain 
operations  in  favor  of  more  inviting 
foreign  and  offshore  opportunities. 
While  they  were  gone,  some  smart  lit- 


the  independent  operators  moved  into 
the  territory  and  claimed  many  of  the 
best  leaseholds,  then  available  for  50 
cents  to  $1  an  acre.  Now,  when  a  ma- 
jor wants  to  do  business,  he  often 
must  first  buy  out— or  give  a  free  ride 
to— an  independent.  The  average  price 
of  Wyoming  land  last  year  was  over 
$50  an  acre. 

All  three  recent  discoveries  occurred 
on  Union  Pacific  land  being  developed 
by  Amoco  under  a  1969  agreement 
that  gave  Amoco  mineral  right  op- 
tions on  7.5  million  acres  of  railroad 
land  grant  right-of-way.  Amoco  has 
already  spent  or  caused  to  be  spent 
by  others  some  $300  million  in  ex- 
ploration, to  beat  a  Nov.  1,  1977 
lease  expiration  date. 

Standard  of  California,  through 
Chevron,  owns  50%  of  Amoco's  Ryck- 
man  Creek  discovery  and  180,000 
acres  of  leases  nearby  (the  situa- 
tion prompting  Chairman  Harold  J. 
Haynes'  recent  hopeful  comment). 
Reserve  Oil  and  Gas  owns  strategic 
leases  right  between  the  Ryckman 
and  Pineview  discoveries. 

Other  major  companies  endorsing 
at  least  the  potential  of  the  Rockies 
by  planning  exploratory  efforts  include 
Gulf,  Phillips,  Continental,  Texaco,  At- 
lantic-Richfield,  Shell,  Cities  Service 
and  Panhandle  Eastern  Pipeline. 
(Some  companies  were  tight-lipped 
about  their  plans,  on  the  Macy's- 
doesn't-tell-Gimbels  theory,  but  there 
are  few  secrets  among  oil  companies 
with  their  sharp  scouting  staffs— i.e., 
spies.  Shell,  for  example,  declined  to 
cite  its  areas  of  particular  interest,  but 
a  competitor  noted  such  minutiae  as 
the  reopening  of  Shell's  division  of- 
fice in  Sidney,  Mont. ) 

Oilmen  agree  that  what  comes  out 
of  the  Rockies  won't  come  easy.  Any 
new  drilling  must  wait  upon  the  prep- 
aration of  an  environmental  impact  re- 
port, including  an  archeologist's  cer- 
tification that  no  Indian  historical  site 
will  be  disturbed.  Once  that  social 
concern  is  satisfied,  oilmen  then  must 
confront  the  overthrust  itself,  a  geo- 
logical nightmare. 
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The  New 
Wildcatters 

Alas  for  romantics,  to  wildcat  means 
simply  to  drill  the  first  well  in  an 
unexplored  area.  Even  Exxon  goes 
wildcatting  in  the  Rockies.  The  men 
pictured  on  these  pages,  independent 
oil  operators  out  of  Denver,  Colo, 
and  Casper,  Wyo.,  have  further 
dimmed  the  wildcatter  myth.  They 
are  either  geologists  with  degrees 
from,  say,  the  Colorado  School  of 
Mines,  or  businessmen  (one,  a  grad- 
uate of  New  York  University,  another 
of  Syracuse).  All  but  one  are  at  least 
millionaires,  but  they  have  not  even 
once  gambled  their  entire  fortunes  on 
a  "surefire"  well  that  failed  to  come  in. 
When  they  are  in  Denver,  many  of 
them  can  be  foimd  lunching,  and 
turning  deals,  at  either  the  Brown 
Palace  Club,  a  private  enclave  in  the 
venerable  Brown  Palace  Hotel,  or  at 
the  Petroleum  Club.  The  closest  any 
of  these  men  ever  came  to  being  row- 
dy was  when  one  briefly  played  semi- 
pro  football,  a  fact  he  asked  Forbes 
not  to  disclose.  Their  relatively  small 
companies  go  head  to  head  against  oil 
giants  who  outman  and  outspend 
them,  but  don't  often  outthink  them. 
Some  of  the  breed  have  been  bought 
out  at  fancy  prices.  But  Rainbow 
Resources'  Don  Carpenter  speaks  for 
many  when  he  sa>j,  "There  is  a 
limit  to  how  big  you  can  get  with- 
out losing  your  professional  identity 
and  start  being  just  a  corporation. 
We  want  to  remain  an  exploration 
team."— E.M. 


When  Sam  Gary,  50,  found  the  Bell 
Creek  field  in  1967  after  drilling  35 
straight  dry  holes,  he  fulfilled  every 
oilman's  dream:  finding  oil  in  a 
field  everyone  knew  had  been  drained 
dry.  Bell  Creek  made  Gary  famous, 
and  it  also  made  him  rich:  He  owns 
an  estimated  30%  of  the  field,  whose 
reserves  are  at  least  100  million  bar- 
rels. His  company,  Gary  Operating, 
is  the  Rockies'  ninth-largest  producer. 
Gary  is  retiring  as  chairman  of  Webb 
Resources,  the  public  company  re- 
sulting from  a  merger  in  1968  with 
one  owned  by  the  late  Del  E.  Webb. 
Says  Gary,  a  quiet,  modest  man:  "The 
investment  community  has  a  hell  of  a 
time  understanding  the  oil  business. 
We  can  spend  a  year  drilling  15  dry 
holes.  We'll  sit  back  and  say,  'That 
was  a  fantastic  play.  I  wish  I  had  an- 
other just  like  it.'  We  mean  that  the 
possible  reward  was  incredible  in  re- 
lation to  the  risk." 


A  man's  reputation  can  move  penny 
stocks,  too.  That  happened  after 
James  H.  Petersen,  42,  joined  Energy 
Minerals  as  exploration  vice  president 
early  this  year.  The  stock  was  at  88 
cents;  now  it's  over  $4.  A  graduate  of 
the  Colorado  School  of  Mines,  Peter- 
sen has  been  in  on  the  discovery 
of  two  Rocky  Mountain  "elephants" 
(fields  with  100-million-barrel  re- 
serves, as  distinguished  from  "rab- 
bits," with  1  million  or  2  million  bar- 
rels). Petersen  changed  the  way  En- 
ergy Minerals  did  business:  "They 
were  investing  their  own  money  in 
wildcatting.  I  knew  that  the  lowest- 
risk  way  to  play  the  oil  business  is 
to  get  sophisticated  people  to  put 
in  the  drilling  dollars."  He  means 
really  sophisticated:  "We  never  go 
to  anybody  who's  not  in  the  Yellow 
Pages  under  oil  and  gas  explora- 
tion, professional  oil  people.  Never 
doctors." 


The  structure  was  formed  100  mil- 
lion years  ago,  when  the  Pacific  Ocean 
floor  heaved  itself  up  and  vmder  the 
edge  of  the  North  American  conti- 
nent. The  massive  plates  of  earth  thrust 
eastward,  one  atop  another,  finally 
came  to  a  halt  in  the  tumbled  layers 
now  called  the  overthrust.  So  con- 
vinced was  the  U.S.  Geological  Siu-- 
vey  that  no  oil  could  have  survived 
that  much  folding,  fracturing  and 
faulting  that  in  its  last  survey  it 
awarded  the  overthrust  no  reserves  at 
all.  (The  survey  is  being  revised.) 
Seismic  techniques  do  not  yet  exist 
that  can  unfailingly  reveal  what  lies 
below  the  initial  pay  zone  now  being 
drilled.  To  move  50  feet  away  from 
a  known  well  is  to  be  in  rank  wild- 
cat country. 

But  it  is  precisely  the  risk  inherent 
in  that  formidable  geology  that  has 
attracted  the  600  or  so  independent 
oilmen  who  constitute  the  new  breed 
of   wildcatter    {see   pictures).    Head- 


quartered in  Denver,  with  an  outpost 
in  Casper,  Wyo.,  they  have  little  in 
common  with  the  hard-drinking,  high- 
rolling  Texas  wildcatters  of  the  1920s 
and  1930s  except  a  gambling  spirit 
and  eternal  optimism.  These  are  men 
of  conservative  manner.  (Well,  with 
an  exception  or  two.)  Some  of  them 
have  gone  on  to  be  acquired  by  the 
likes  of  Utah  International,  W.R. 
Grace  and  Phillips  Petroleum. 

James  H.  (Pete)  Petersen  of  En- 
ergy Minerals  Corp.,  a  geologist  who 
has  worked  all  over  the  U.S.,  explains 
the  appeal  of  the  unexplored  Rockies 
to  a  gambling  man:  "This  is  the  last 
place  where  you  have  a  shot  at  the 
home-run,  the  giant  oilfield.  Every- 
where else  in  the  U.S.,  there  are  no 
surprises  left." 

Petersen's  is  one  of  about  40  in- 
dependent oil  companies  that  went 
public  during  the  early  1970s,  mostly 
in  10-cent  Registration  A  offerings  of 
5  million  shares.  Surprisingly,  virtual- 


ly all  of  them  have  survived  and  not  a 
few  have  prospered,  drawing  respect- 
able production  reserves  and  an  equal- 
ly respectable  over-the-counter  stock 
market  following. 

How?  "I  lived  off  the  crumbs  of  the 
big  boys,"  says  Caswell  Silver,  60,  of 
Sundance  Oil  Co.  He's  talking  about 
the  "farmout"— a  deal  in  which  a 
small  operator  puts  together  a  lease 
play,  a  package  of  land  he  believes  is 
worth  drilling,  and  persuades  a  larger 
operator  to  bear  the  expense  of  doing 
the  drilling.  As  payment  for  his  smart 
geology  and  his  salesmanship,  the 
originator  of  the  deal  gets  a  carried 
(that  is,  free)  interest  if  the  well  hits. 
But  until  at  least  one  of  his  wells 
comes  in,  admits  John  Barton,  a  bro- 
ker with  Denver's  B.J.  Leonard  &  Co., 
"It's  a  race  between  cash  flow  and 
bankruptcy." 

Leonard  is  one  of  some  20  Denver 
brokerage  houses  that  specialize  in 
the  penny  stocks  of  the  Rocky  Moun- 
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Marvin  Davis,  51,  is  the  man  Denver 
saves  its  superlatives  for.  He  is  the 
richest,  the  biggest  (6  feet  4  inches, 
300  pounds),  the  most  active  inde- 
pendent with  the  highest  success  ra- 
tio in  finding  oil  (16%,  vs.  10%  for 
the  industry).  He  is  the  most  gen- 
erous, giving  $5  million  cash  to  build 
a  new  hospital  wing.  Because  Davis 
Oil  Co.  is  private,  no  one  knows  Its 
revenues  (a  local  gag  goes  that  Da- 
vis built  his  own  bank  last  year  so 
that  not  even  his  banker  would 
know).  But  another  knowledgeable 
oilman  estimates  Davis'  annual  cash 
flow  at  $50  million,  easy.  Davis'  fa- 
ther, Jack,  made  enough  money  in 
New  York's  garment  business  to  start 
investing  in  oil  deals  in  the  1930s, 
and  Marv  Davis  was  hooked  early. 
He  recalls  a  piece  of  advice  given 
him  by  H.L  Hunt:  "  'Son,'  he  said, 
'the  guy  that  drills  the  most  has  the 
chance  of  coming  up  with  the  most.'  " 


In  1969  Don  Carpenter,  42,  took  a 
National  Association  of  Security  Deal- 
ers sales  course  to  learn  how  to 
peddle  the  50-cent  stock  in  his  new 
public  company.  Rainbow  Resources. 
Rainbow  was  barely  off  the  ground 
in  1972  when  the  firm  sold  a  minus- 
cule interest  in  a  promising  but  un- 
proven  new  well  for  $10  million,  be- 
lieved to  be  the  most  ever  paid  for 
such  a  small  interest.  The  well  turned 
out  to  be  a  meteorite  crater  that  did 
not  tap  into  an  extensive  field  as  ex- 
pected, but  the  sale  made  the  com- 
pany. Rainbow  used  some  of  the  sale 
proceeds  to  buy  quantities  of  lease- 
holds throughout  the  Rockies,  leases 
it  is  now  happily  retailing  to  other 
oil  companies  to  produce  some  40% 
of  Rainbow's  $6-million  revenues. 
Considered  the  class  of  the  small 
Rocky  Mountain  oil  companies.  Rain- 
bow is  besieged  with  offers  to  sell 
out,  but  Carpenter  is  not  interested. 


Wildcatters  of  yore  would  whirl  in 
their  graves  to  hear  why  Ray  Die- 
trich, 49,  is  so  widely  admired.  Says 
one  Denver  broker  of  the  big,  stolid 
Oklahoman:  "He  moves  slowly  and 
cautiously  and  he  watches  his  mon- 
ey. If  you're  going  to  bet  on  Ray, 
you're  not  betting  on  next  week." 
When  Dietrich  went  public  in  1974, 
many  insiders  in  the  issue  were  other 
oilmen  who  were  betting  on  Dietrich's 
reputation  as  an  independent  geolo- 
gist. His  Dietrich  Exploration  Co. 
avoids  spending  stockholders'  money 
on  drilling  wells.  "This  isn't  a  taxable 
income  situation,  where  a  portion  of 
what  you  spend  you'd  otherwise  pay 
in  taxes.  These  are  capital  dollars  and 
I  spend  them  on  capital  items  like 
leases."  Dietrich  sincerely  does  not 
want  to  be  rich.  "I  want  to  be  com- 
fortable. I  am."  Dietrich  buys  penny 
oil  stocks,  but  calls  it  speculating,  not 
investing. 


tain  oil  companies.  About  70%  of  the 
trading  in  such  stocks  is  done  by  res- 
idents of  the  oil-producing  states,  and 
sometimes  at  a  brisk  clip.  According 
to  the  region's  chief  wholesale  mar- 
ket maker,  Arnold  Greenberg  of  Sher- 
wood Securities,  trading  volume 
ranges  from  a  few  thousand  through 
40,000  and  more  a  day.  When  a  com- 
pany has  a  hot  well  on  tap,  specula- 
tive feveK  can  put  the  stock  on 
NASDAQ's  most-active  list. 

Of  the  45  small  oil  companies  that 
have  gone  public  since  1969,  33  are 
selling  above  their  o£Fering  prices,  ten 
by  over  300%.  Two,  Rainbow  Re- 
sources and  Energy  Minerals,  are  up 
by  at  least  3,000%.  Twelve  are  below 
the  oflFering-by  from  10%  to  80%  (in- 
cluding a  couple  brought  out  by 
Morgan  Stanley  and  Bache  Halsey 
Stuart).  The  average  gain  of  the  win- 
ners is  375%;  average  loss,  48%. 

Denver  brokers  insist  the  public 
gets    a   better    shake    in    the    Rocky 


Mountain  Reg  A's  than  with  the  typi- 
cal small  public  offering.  In  Denver, 
the  public  gets  70%  of  the  company 
for  its  money  and  stands  only  a  30% 
dilution  in  book  value  (though  insid- 
ers still  get  for  2/2  cents  what  the 
public  pays  10  cents  for).  Says  one 
Denver  investor:  "With  such  small 
amounts,  who  cares?  You  invest 
$1,000  in  a  10-cent  stock  and  it  goes 
to  15  cents  and  you  sell  out  with  a 
50%  increase  in  your  money.  Terrific." 
Conceding  the  risk,  another  investor 
adds  wryly:  "Unhke  commodity  trad- 
ing, all  you  can  lose  in  these  stocks  is 
your  entire  investment." 

Speaking  of  which.  King  Resources 
is  a  permanent  embarrassment  to  any- 
one pushing  Rocky  Moimtain  oil 
stocks.  John  King's  former  company  is 
being  nm  quietly  by  an  ex-Shell  en- 
gineer, pending  court  approval  of  its 
reorganization  in  bankruptcy.  But  it 
cheers  Denver  oilmen  to  note  that 
King    recently    reported    nine-month 


earnings  from  oil  production  of  $5  mil- 
lion, up  from  $1.6  million  last  year. 
(King  himself,  no  longer  involved 
with  the  company,  is  appealing  a  one- 
year  jail  sentence  for  fraud  in  con- 
nection with  Bernard  Comfeld's  Inves- 
tors Overseas  Services  shenanigans. ) 

Not  surprisingly,  there  are  excesses 
in  the  boom.  Says  James  West,  who 
has  covered  the  indi.stry  for  15  years 
as  senior  editor  of  the  Oil  &  Gas  Jour- 
nal: "If  anyone  implies  the  over- 
thrust  is  another  North  Slope,  hang 
up  on  him.  He's  trying  to  sell  you 
something." 

On  the  other  hand,  experts  like 
Geoffrey  Hertel,  who  follows  oil  stocks 
for  institutional  clients  out  of  Rotan 
Mosle's  Houston  ofiBce,  says:  "Right 
now  the  Rockies  is  the  hottest— mean- 
ing the  most  exciting— new  area  for 
drilling  in  the  U.S.,  offshore  or  on.  It 
will  take  years  of  intensive,  expen- 
sive drilling  to  delineate  what's  there. 
But  it's  one  of  the  best  areas."  ■ 
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The  Shah's 
issiles-For-Oil  Deal 


The  purchase  of  British  missiles  with  Iranian  oil 
shows  just  how  shrewd  a  bargainer  the  Shah  can  be. 


Paying  for  something  in  oil  is  like 
paying  in  Swiss  francs:  By  the  time 
the  bill  comes,  you  get  a  discount  be- 
cause of  "currency"  appreciation.  The 
point  is  not  lost  on  the  Shah  of  Iran. 

The  Shah  has  just  concluded  his 
first  oil-for-weapons  barter,  with  the 
British  Aircraft  Corp.  For  $660  mil- 
lion worth  of  oil,  to  be  marketed  for 
BAG  by  Royal  Dutch/ Shell,  Iran  gets 
about  100  Rapier  antiaircraft  missile 
systems  and  the  services  and  training 
to  go  with  them  over  the  next  seven 
years.  Iran  began  negotiating  to  pay 
for  these  arms  with  oil  early  this  year 
when  crude  sales  were  down  and  cash 
for  its  $45-billion  development  pro- 
gram was  imcomfortably  tight.  Now 
the  deal  is  done  but  cash  is  not  so 
tight  anymore  and  oil  is  on  its  way 
up  again. 

Iran  insisted  on  paying  in  low  spe- 
cific gravity  or  "heavy"  crude,  the 
kind  used  for  industrial  fuel  oil.  Heavy 
crude  makes  up  40%  of  Iran's  pro- 
duction and  is  much  harder  to  sell 
than  is  "light"  oil.  Early  this  year, 
when  the  BAG  negotiations  were  go- 
ing on,  the  market  was  so  .slack  that 
fuel  oil  was  often  selling  for  less  than 
the  Organization  of  Petroleum  Ex- 
porting Countries  price  for  the  heavy 
crude  it  is  made  from.  The  Shah  also 
insisted  that  Shell  sell  the  crude  to 
"new"  customers— those  who  do  not 
already  buy  heavy  crude  from  Iran. 

How  Much  By  '83? 

How  many  barrels  of  oil  Iran  will 
fork  over  to  make  up  $660  million  ob- 
viously depends  on  where  the  price  of 
oil  goes  over  the  next  seven  years. 
According  to  the  authoritative  Pe- 
troleum Intelligence  Weekly,  BAG  is 
getting  its  first  delivery  this  month  at 
$11.11  a  barrel,  compared  with  the 
market  price  of  $11.33.  (Shell,  in 
payment  for  its  marketing  .services, 
gets  the  oil  from  BAG  at  just  under 
$11.)  This  $11.11  price  is  the  same 
discount  as  is  given  to  the  consortium 
of  oil  companies,  including  Shell, 
which  once  controlled  Iran's  oil  and 
still  markets  most  of  it.  At  that  price, 
if  the  Shah  had  to  pay  for  all  of  the 
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missiles  today,  they  would  cost  him 
59  million  barrels— ten  days'  produc- 
tion. If  the  price  went  up  by  the 
15%  Iran  says  it  will  press  for  at  the 
OPEC  conference  this  month,  they 
would  cost  him  52  million  barrels. 
But  who  knows  how  much  the  price 
will  rise  by  1983? 

No  price  is  fixed  for  future  deliver- 
ies, but  Shell  predicts  that  the  aver- 
age number  of  barrels  over  the  life  of 
the  contract  will  be  between  17,000 
and  20,000  a  day.  At  that  rate,  the 
average  market  price  for  Iranian 
heavy  crude  over  the  next  seven  years 
works  out  at  between  $12.95  and 
$15.35  a  barrel.  The  market  crude, 
Arabian  light,  could  be  expected  to 
be  about  20  cents  higher.  At  an  av- 
erage market  price  of  $15.35-a-barrel 
over  the  life  of  the  BAG  contract, 
the  Shah  would  have  to  fork  over  on- 
ly 43  million  barrels  to  pay  for  his 
Rapiers,  which  amounts  to  a  week's 
production.  Remember  what  we  said 
about  Swiss  francs? 

The  Shah  has  other  things  going 
for  him.  The  missiles  (though  not  the 
sophisticated,  computer-fitted  ground 
vehicles  from  which  they  are  fired) 
are  to  be  manufactured  in  Iran  by  a 
joint  venture  company  in  which  the 
Iranians    hold    the    majority    interest. 


though  BAG  will  manage  it.  The  con- 
tract has  all  the  appropriate  clauses 
about  the  "transfer  of  technology." 

BAG  scored  a  few  points  too.  The 
Iranian  military  has  had  Rapiers  since 
1974,  but  the  older  model  is  mounted 
on  a  launcher  that  must  be  towed, 
while  the  new  one  is  mounted  on  a 
self-propelled  tank-like  cab.  In  a  de- 
fense market  heavily  dominated  by 
U.S.  contractors— they  have  done  $10 
billion  worth  of  business  with  Iran  so 
far— Britain    has   won    a   big   reorder. 

More  To  Come 

As  for  bag's  oil,  Shell  has  already 
signed  customers  for  all  of  it  outside 
the  U.K.,  producing  invaluable  for- 
eign exchange  for  BAG  and  a  balance- 
of-payments  boost  for  Britain.  And 
the  Iranians  have  agreed  to  a  big  first 
delivery— almost  1.5  million  barrels— 
this  month,  before  the  price  rise. 
bag's  George  Jefferson,  who  negoti- 
ated the  contract,  says  that  a  complex 
currency  translation  arrangement  in- 
sures that  Iran,  not  BAG  or  Shell,  will 
absorb  all  foreign  exchange— mean- 
ing sterling— risks  in  the  deal. 

Other  oil-for-arms  barters  are  like- 
ly to  follow.  Iran  has  been  negotiat- 
ing with  Northrop  and  Crown  Central 
Petroleum  over  the  land- based  F-18 
fighter  plane,  and  with  General  Dy- 
namics and  New  England  Petroleum 
over  the  F-16  fighter  (see  p.  61). 
France  is  interested  too. 

The  Shah  has  been  quite  success- 
ful lately  in  persuading  Western  coun- 
tries to  see  things  his  way.  His  trade 
partners  can  only  hope  that,  with  his 
talk  of  a  big  price  hike,  he  fares  less 
well    with    his    OPEC    neighbors.   ■ 


Bartering:  The  Rapier  missile  is  so  light 
the  field  without  cranes.  How  many  ba 


that  it  can  be  loaded  in 

rrels  of  heavy  crude  is  it  worth? 


The  Coming 
Close  Shave 
At  Gillette 


Take  away  razors,  and 
Gillette  would  be  in  poor 
shape.  Taking  away  razors 
is  just  what  Baron 
Bich  wants  to  do. 

There  is  a  certain  terror  that  resides 
in  the  hearts  of  the  heirs  of  great 
men,  the  scions  of  founding  fathers. 
"He  did  it  all,"  it  whispers.  "You  owe 
it  all  to  him.  Never  mind  equaling 
him;  just  don't  go  and  dribble  away 
your  inheritance." 

Colman  M.  Mockler  Jr.  is  the  new- 
est custodian  of  the  industrial  empire 
that  King  C.  Gillette  built  out  of  ra- 
zor blades  75  years  ago— and  such 
dark  thoughts  may  occasionally  stab 
at  his  mind.  Mockler  took  over  as 
chairman  a  year  ago.  His  mission: 
Save  the  inheritance. 

Gillette  sells  850  products  in  41 
major  world  markets,  but  its  profit- 
ability still  comes  down  to  razor 
blades.  Blades  and  razors  grossed 
a  bit  over  $400  million  last  year  and 
netted  a  very  impressive  $58  million. 
By  contrast,  the  rest  of  the  company 
grossed  nearly  $1  billion,  but  netted 
less  than  $22  million.  This  adds  up  to 
a  margin  of  14  cents  on  the  dollar  on 
razors  and  blades,  but  just  2  cents  in 
the  rest  of  the  business. 

Gillette's  nonrazor  business  is  a 
monument  of  massive  but  not  very 
successful  diversification.  Outside  of 
blades,  other  products  have  included 
things  like  cosmetics,  wigs,  potting 
soil,  leatl^er  goods  and  even  home 
visitations  with  Welcome  Wagon.  But 
none  have  proved  very  profitable. 
Right  Guard  spray  deodorant  did 
well  for  a  time,  but  now  it  is  losing 
sales  and  profits  because  of  the  aero- 
sol flap. 

The  King  Is  Dead? 

This  old  money-making  machine, 
encrusted  now  with  $1  billion  worth 
of  barnacles,  is  King  Gillette's  legacy. 
As  it  often  has  been  in  the  past,  it  is 
under  attack.  This  time,  however,  it  is 
in    real   peril,   for   the   company   that 


King  C.  Gillette:  Shavers  learned  to 
replace  the  blade.  What  if  they'd 
rather  just  replace  the  razor? 


wants  to  take  away  its  business  still 
has  its  own  founding  father  aggres- 
sively moving  the  tiller. 

Some  time  early  next  year,  Bic  Pen 
Corp.  plans  a  massive  giveaway  of 
a  disposable  razor  and  blade  to  40% 
of  U.S.  households.  Then  the  fun 
begins.  In  its  attempt  to  go  national, 
Bic  intends  to  undersell  Gillette's 
leading  product  by  a  nickel— 25  cents 
for  its  throwaway  razor,  whereas 
Gillette  gets  about  30  cents  for  its 
Trac  II  cartridge  alone. 

Presiding  over  Bic  is  the  brilliant 
Baron  Marcel  L.  Bich,  chairman  of 
Bic  Pen  and  founder  of  its  parent 
corporation,  Societe  Bic.  When  he 
isn't  sailing  his  majestic  yacht  oflF 
Southern  France,  he  specializes  in 
giving  Gillette  fits.  The  Baron's  chase 
after  the  heirs  of  King  has  an  eerie 
logic  to  it. 

There  are  ball-point  pens,  for  in- 
stance. Bic's  cheap  pens— which  have 
been  to  Bic  what  blades  are  to  Gil- 
lette—have constantly  kept  Gillette's 
Papermate  division  from  dominating 
that  market.  There  are  disposable 
lighters,  too.  Even  though  the  U.S. 
market  has  expanded  in  four  years 
from  a  handful  of  the  little  lighters  to 
sales  of  more  than  200  million  this 
year,  the  costs  of  keeping  Bic  from 
overtaking  its  own  Cricket  have  pre- 
vented Gillette  from  making  much 
money  here  and  abroad. 

Now  it's  the  razor  and  blade  mar- 


ket itself  that  Bic  is  after.  The  switch 
from  carbon  steel  "super  blue  blades" 
to  stainless  steel  in  the  early  1960s 
cutJSillette's  market  share  in  the  U.S. 
from  90%  to  around  60%.  That  hurt, 
but  not  fatally;  now  61.5%  of  the  mar- 
ket suffices  to  give  Gillette  those 
handsome  margins  in  razors  and 
blades;  its  nearest  competitor,  the 
Schick  division  of  Warner-Lambert, 
has  never  succeeded  in  grabbing  off 
more  than  25%  of  the  market  for  itself. 
But  Bic  may  be  a  different  story.  Gil- 
lette, obviously  impressed  with  the 
way  Bic  muscled  into  the  Greek  and 
Italian  markets  with  its  disposable  ra- 
zor, has  launched  its  own,  called 
"Good  News!"  To  protect  its  fran- 
chise, says  an  analyst,  "Gillette  will 
go  for  the  jugular,  even  if  that  means 
putting  the  price  of  a  Trac  II  cart- 
ridge down  to  5  cents."  Do  that,  of 
course,  and  the  money  machine  be- 
comes just  another  salary-payer. 

Presiding  over  this  prospective 
price  war  is  Colman  Mockler,  46. 
What's  he  doing?  Well,  it  amounts  to 
drawing  his  wagon  train  into  a  circle: 
foreign  companies  tied  tighter  to  his 
office,  a  half-dozen  top  management 
changes  in  the  past  two  months,  a 
flurry  of  promises  about  increased  cost 
controls  with  an  emphasis  on  profits 
rather  than  growth. 

Mockler  is  a  former  treasurer  of 
the  company.  According  to  him,  this 
is  a  sign  of  strength:  We  develop  our 
top  people  internally,  he  says.  Ac- 
cording to  outsiders,  however,  Gil- 
lette is  very  ingrown.  One  former  in- 
sider says  that  the  problem  is  that 
Gillette  is  "a  supergentlemanly"  club, 
dominated  by  a  clique  of  veterans  of 
the  safety  razor  division.  Edward 
Gelsthorpe,  an  outsider  who  was 
brought  in  as  president  for  his  mar- 
keting expertise,  lasted  a  year.  He 
was,  in  effect,  rejected  by  the  organi- 
zation like  a  foreign  body.  (He's  now 
president  of  Boston's  H.P.  Hood  Corp., 
a  dairy  products  company.)  Gels- 
thorpe recalls  that  his  attempts  to 
change  the  company's  marketing 
structure  didn't  get  anywhere.  "They," 
he  says  of  the  Gillette  organization, 
"didn't  want  anyone  to  rock  the  boat." 

That's  exactly  the  trouble,  of  course. 
Internal  boat-rockers  are  easy  to  get 
rid  of,  but  at  the  risk  of  leaving  your- 
self extremely  vulnerable  when  out- 
side boat-rockers  like  Baron  Bich 
come  along.  But  then,  it  is  the  boat- 
rockers  who  found  empires— often  at 
the  expense  of  those  who  are  too 
timid  to  keep  them.   ■ 
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The  Product 
That  Made 
Smith  Kline 
Red  Hot 

Wall  Street  now  loves 
SmithKline  Corp.— maybe 
for  the  wrong  reason. 

It  hasn't  been  much  of  a  year  for 
most  drug  companies  on  Wall  Street, 
but  Philadelphia's  SmithKline  Corp. 
practically  qualifies  as  a  hot  stock.  The 
reason  for  its  popularity  is  that  the 
$675-million  (estimated  1976  sales) 
company  has  the  only  new  major 
pharmaceutical  breakthrough  that  is 
anywhere  near  the  commercial  stage 
in  the  U.S.  The  breakthrough:  an  an- 
ti-ulcer drug  called  Tagamet  (generic 
name:  cimetidine)  that  inhibits  the 
secretion  of  acid  in  the  stomach,  al- 
lowing ulcers  to  heal  themselves.  In 
the  past  12  months  SmithKline's  stock 
has  risen  from  50  to  a  near-high  of 
82  in  anticipation  of  Tagamet's  suc- 
cess—that's 17  times  estimated  1976 
earnings  of  $4.80  per  share. 

SmithKline  wasn't  always  so  glam- 
orous; in  fact,  its  multiple  has  hung 
near  the  bottom  among  major  drug 
company  stocks  in  recent  years. 
While  some  stocks  were  selling  as  high 
as  40  to  50  times  earnings,  Smith- 
Kline was  priced  as  low  as  8  times 
earnings  in  1974.  A  mere  half-dozen 
years  ago,  the  company  was  in  trou- 
ble, with  pretax  earnings  skidding  for 
three  consecutive  years,  1969  through 
1971.  Its  big  seller  in  tranquilizers, 
called  Thorazine,  was  coming  off  pat- 
ent, and  there  was  nothing  to  replace 
it.  The  management  was  splintered 
into  geographic  fiefdoms,  with  a  weak 
position  overseas. 

In  1972  Robert  F.  Dee,  then  vice 
president,  succeeded  Thomas  M. 
Rauch  as  chief  executive  officer  and 
undertook  a  program  of  patient  in- 
vestment to  revitalize  the  sagging  com- 
pany. Dee,  now  52,  poured  millions 
into  research  and  development,  bring- 
ing SmithKline  to  a  position  where 
it  now  ranks  as  one  of  the  most  R&D- 
intensive  companies  in  the  industry. 
He    reorganized    the    company    along 


Breakthrough:  SmithKline  Chairman  Robert  Dee  has  high  hopes 
for  anti-ulcer  drug  Tagamet.  So  does  the  investment  community. 


product  lines  and  set  out  to  bolster 
its  international  marketing  position. 
Overseas  salesmen  have  risen  in  n\im- 
ber  from  about  400  in  1970  to  al- 
most 1,500  now.  "We're  very  satisfied 
with  our  international  marketing 
strength,"  says  Dee,  a  cheerful, 
youthful-looking  Harvard  graduate, 
"with  the  exception  of  Japan,  which 
we'll  be  expanding  in."  All  of  this 
spending  kept  profits  flat  for  the  first 
couple  of  years  in  the  1970s  but  be- 
gan to  pay  off  nicely  in  1974  and 
1975,  when  profits  rose  10%  and  9.4%, 
respectively. 

A  Changing  Mix 

Perhaps  the  most  important  factor 
behind  the  turnaround  was  the  change 
in  SmithKline's  product  mix.  In  the 
early  Sixties  the  company  was  heavi- 
ly dependent  on  psychopharmaceuti- 
cals,  with  Thorazine  and  other 
tranquilizers  representing  a  third  of 
SmithKline's  sales  and  its  ampheta- 
mines like  Dexedrine  and  Dexamyl 
constituting  nearly  15%.  Dee  has  re- 
dressed the  balance.  This  year  Smith- 
Kline's mental-health  products  should 
amount  to  about  $64  million  in  sales 
out  of  a  total  of  $675  million,  with 
amphetamines— under  constant  at- 
tack by  the  Food  &  Drug  Adminis- 
tration because  of  their  wide  abuse- 
less  than  $10  million. 

The  new  flagships  of  SmithKline's 
ethical  drug  business  are  its  diuretics 
Dyazide  and  Dyrenium,  which  have 
done  very  well  in  the  burgeoning  war 
against  hypertension  as  a  prime  cause 
of  heart  disease;  another  promising 
diuretic  compound,  ticrynafen,  is  be- 
ing  developed   for   the   U.S.    market. 


The  company's  cephalosporin  anti- 
biotics, introduced  in  1973,  have  al- 
so performed  nicely,  with  a  31%  in- 
crease in  worldwide  sales  in  1975. 
They  should  get  a  further  boost  from 
SmithKline's  recent  victory  over  Eli 
Lilly  in  a  civil  antitrust  suit  aimed  at 
Lilly's  marketing  practices  for  its  own 
antibiotics. 

Under  Dee's  stewardship,  Smith- 
Kline's other  businesses  began  to 
flower  in  recent  years  as  well,  thanks 
again  to  that  heavy  investment  in  the 
early  Seventies.  The  company  has 
profitable  subsidiaries  in  the  animal 
health  field  (9%  of  sales),  and  in  what 
it  calls  "medical  diagnostics"  (equip- 
ment and  materials  used  mostly  in 
hospitals,  and  9%  of  sales).  It  also  has 
a  dominant  position  in  ultrasonics, 
a  fast-growing  field  that  utilizes  sonar- 
type  technology  for  everything  from 
heart  scanning  to  nuclear  safety. 

SmithKline's  consumer  products, 
particularly  Contac  (for  colds)  and 
A.R.M.  (for  allergies),  have  continued 
their  winning  ways— with  the  major 
exception  of  Love  cosmetics,  which 
have  bombed  miserably  for  Smith- 
Kline, as  other  forays  into  cosmetics 
did  for  many  other  sadder-but-wiser 
drug  companies.  Dee  acknowledges 
failure  but  adds,  "We  did  Love  our- 
.selves,  thank  goodness,  instead  of 
dropping  a  lot  of  money  to  buy  some- 
one else."  Despite  the  company's  ef- 
forts. Love  is  expected  to  lose  money 
for  the  eighth  straight  year  in   1976. 

In  spite  of  Dee's  solid  accomplish- 
ments, Wall  Street  began  to  show  ap- 
preciation only  when  word  of  Taga- 
met began  to  spread.  "They've  had  a 
good  showing  in   1976,"  says  analyst 
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Arthur  Rauch  of  Oppenheimer  &  Co., 
"but  earnings  will  be  up  on  the  order 
of  12%  to  14%  this  year,  and  that 
hardly  justifies  a  60%  move  in  the 
stock.  So  clearly,  there  is  a  premium 
built  into  the  stock  based  on  the  fu- 
ture"—read  Tagamet. 

Not  that  Tagamet  shouldn't  be 
appreciated.  A  major  medical  discov- 
ery, it  has  shown  minimal  side  effects 
so  far.  It  was  approved  for  marketing 
in  Great  Britain  last  month,  and  a 
New  Drug  Application  was  filed  with 
the  FDA  last  Oct.  4. 

Because  of  Tagamet's  revolution- 
ary nature,  it  is  being  given  expedited 
treatment  by  the  FDA;  because  it 
will  provide  relief  to  many  long-suf- 
fering, long-complaining  ulcer  pa- 
tients, doctors  should  welcome  it.  An- 
alyst John  Huebner,  M.D.,  of  Merrill 
Lynch  figures  Tagamet  will  get  the 
green  light  from  the  FDA  by  mid- 
1977,  and  that  sales  could  reach  the 
$150-million-to-$200-million   mark   by 


1980,  generating  about  $2.50  to 
$3.33  per  share  in  net  income. 

What's  more,  the  histamine  recep- 
tor antagonist  concept  on  which 
Tagamet  is  based  may  have  other  ap- 
plications besides  curing  ulcers— mi- 
graine headaches  being  one.  "We  re- 
gard this  as  a  very  fertile  field,"  says 
Dee  enthusiastically. 

There  are,  however,  potential  pit- 
falls. With  the  change  in  administra- 
tions, the  FDA  might  push  its  paper- 
work back,  delaying  approval  of 
Tagamet  for  the  U.S.  market.  Ac- 
ceptance of  the  drug  by  family  physi- 
cians could  be  slow  in  an  era  when 
medicine  is  under  attack,  since  the 
compound  is  radically  new.  What's 
more,  analyst  Ronald  J.  Stem  of  First 
Boston  Corp.  fears  that  products 
currently  under  research  at  ten  other 
drug  companies  could  provide  com- 
petition for  Tagamet.  The  most  prom- 
ising (although  at  least  two  years  be- 
hind   Tagamet)     is    a    prostaglandin 


compound  Upjohn  is  developing. 

Consider  what  would  happen  in 
the  event  of  a  hitch  or  stumble  in 
Tagamet's  progress.  SmithKline's 
stock  has  a  thin  float  (less  than  15 
million  shares  outstanding)  and  heavy 
institutional  sponsorship.  "At  the  first 
sign  of  any  possible  trouble,"  says  Op- 
penheimer's  Rauch,  "the  crowd  try- 
ing to  squeeze  through  a  narrow  exit 
is  going  to  be  a  stampede." 

What  does  Dee  say  to  that?  "Fair 
enough.  It's  a  possibility."  But,  he 
adds:  "Without  Tagamet,  we've  been 
performing  this  year  at  the  13%  im- 
provement level.  With  that  demon- 
strated performance  capability,  we 
would  hope  that  the  investment  com- 
munity realizes  that  our  future  does 
not  hang  on  Tagamet. ' 

Put  it  this  way:  Tagamet  may  be 
the  glamour  item,  but  SmithKline's 
improvement  goes  a  lot  deeper  than 
the  development  of  one  potentially 
hot  new  product.   ■ 


A  Christmas  Merchandising  Story 


How  three  wise  men  packaged  invisible  '^power 
inside  a  plastic  pyramid  and  made  merry. 

"Pyramid  Power,"  one  of  the  hottest 
gift  items  this  season,  contains  47 
cents  worth  of  plastic  and  paper  and 
sells  for  $5.  It  is  about  to  make  this 
Christmas  the  happiest  ever  for  the 
principals  of  Ralen  Marketing.  Len 
Sausen,  a  former  marketing  director 
for  Ideal  Toy  subsidiaries,  describes 
the    genesis    of   the   plastic   pyramid: 

"I  turned  on  a  talk  show  late  one 
night  last  spring.  A  physicist  was  ex- 
plaining that  pyramid  shapes  could 
collect  and  focus  the  earth's  gravita- 
tional/magnetic energy  in  the  same 
way  a  lens  collects  light.  Pyramid  en- 
ergy could  improve  sex  life,  even 
make  plants  grow."  Sausen  was  doz- 
ing. He  jerked  awake  when  the  physi- 
cist added  that  the  climate  was  right 
in  the  U.S.  for  "pyramid  power." 

As  it  Ijappens,  Sausen  had  just  left 
Ideal:  "I  was  underutilized."  The 
next  day  he  went  to  a  bookstore  and 
asked  for  books  on  pyramid  power. 
The  clerk  showed  him  a  wall  full. 

A  week  later  he  teamed  up  with 
Alan  Alderman,  a  former  Ideal  vice 
president,  and  Richard  Bezark,  the 
president  of  Superior  Plastics,  a  one- 
time manufacturer  of  toy  surprises  for 
Crackerjack  to  form  Ralen  Marketing. 

Whatever  else  the  pyramid  shape 
can  do— Napoleon  spent  the  night  in 
the  confines  of  one,  it  is  told,  and  re- 
fused to  describe  his  experience  on 
the  grounds  that  no  one  would  be- 
lieve him— in   the  case  of  Ralen,  the 
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Promotion  Power:  "I've  never  tried 
to  sell  the  Brooklyn  Bridge,"  says 
Pyramid  Power's  Len  Sausen. 


"power"  is  clearly  in  the  marketing. 
A  few  months  after  Sausen  saw  that 
TV  show,  golden  plastic  pyramids 
with  little  king's  chambers  (the  al- 
leged focal  point  of  pyramid  power) 
were  coming  ofi^  an  assembly  line  at 
the  rate  of  40,000  a  week.  Spuming 
conventional  toy  distribution,  Ralen 
deployed  72  salesmen  on  commission 
to  push  it  as  a  gift  item  in  the  very 
best  stores— Marshall  Field,  Bloom- 
ingdale's,  Bergdorf  Goodman.  In  less 
than  three  months,  the  new  compa- 
ny has  grossed  $1  million  on  a  total 


investment  of  a  paltry  $150,000. 

Alderman  attributes  the  success  to 
the  company's  decision  on  marketing 
strategy.  "Pyramids  have  been  sold 
here  before,"  he  says,  pulling  out  a 
fold-up  white  cardboard  version, 
"through  direct  mail  and  in  occult 
shops.  But  nobody  had  thought  of 
engraving  simulated  bricks  on  them 
and  packaging  them  with  a  scroll, 
of  selling  power  as  a  gift  item." 

Lining  up  the  top  stores  was  half  of 
the  effort.  The  other  half  went  into 
organizing  to  fill  orders  within  seven 
days  of  receipt.  "It  was  crucial,"  says 
Sausen.  "Early  on,  we  gambled  and 
spent  $13,000  on  a  second  mold  that 
could  double  the  output  if  necessary." 
It  was.  Ralen  won't  even  fill  the  or- 
ders coming  in  from  the  discount 
houses  yet. 

Meanwhile,  Sausen  and  Alderman 
sit  in  their  plastic  captain's  chairs 
(courtesy  of  Superior)  making  phone 
calls  from  their  ofiices  on  New  York 
City's  posh  Fifth  Avenue.  They  are 
glad  to  give  lectures  on  pyramid  pow- 
er—when the  invitations  are  accom- 
panied by  large  orders  from  depart- 
ment stores.  "We  play  it  straight," 
says  Alderman.  "We  don't  say  Pyra- 
mid Power  will  cure  arthritis,  as  some 
have  claimed.  We  leave  the  experi- 
ments up  to  the  customer." 

A  marketing  coup  always  looks  sim- 
ple after  the  fact.  But  then,  so  do 
the  pyramids.   ■ 
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Bear  Market 


What's  down  92%— besides  some  of  your  hot  stocks? 
Answer:  a  seat  on  the  New  York  Stock  Exchange. 


If  you  feel  bad  because  your  stocks 
haven't  done  well  in  recent  years,  you 
can  still  thank  your  lucky  stars  that 
you  didn't  invest  in  a  seat  on  the 
New  York  Stock  Exchange.  In  1968 
and  again  in  1969,  an  NYSE  mem- 
bership sold  for  $515,000.  Last  month 
one  went  for  $40,000— a  decline 
of  92%. 

"The  New  York  Stock  Exchange 
is  alive  and  well  at  11  Wall  Street," 
Chairman  William  M.  Batten  told  the 
New  York  Financial  Writers  last 
month.  In  a  sense.  Batten  is  right. 
The  Big  Board's  volume  may  exceed 
5  billion  share  transactions 
this  year.  The  Dow  Jones  in- 
dustrials have  risen  roughly 
100  points  since  the  begin- 
ning of  the  year.  But  so  far 
as  the  health  and  future  of 
the  Stock  Exchange  itself  is 
concerned.  Batten  doth  pro- 
test too  much. 

William  Batten's  flamboy- 
ant—and now  jobseeking— 
predecessor,  James  J.  Need- 
ham,  often  warned  of  its 
demise.  Permitting  trading  in 
listed  securities  on  other  ex- 
changes, he  said  in  1975, 
would  "totally  erase"  any  in- 
centive to  belong  to  an  ex- 
change. A  nationwide,  com- 
puterized Consolidated  Lim- 
it Order  Book— the  vision- 
aries' famous  CLOB— would 
lead,  if  it  includes  an  automatic  ex- 
ecution feature,  "to  the  end  of  the 
auction  market,"  said  an  NYSE  report 
this  year. 

But  except  for  CLOB,  those  changes 
(and  many  others)  have  taken  place. 
Batten,  who  took  over  when  Need- 
ham  resigned  under  fire  last  spring, 
seems  convinced  that  it  is  futile  to 
stand  in  the  schoolhouse  door.  "It  is 
perfectly  possible  for  dealer  and  auc- 
tion markets  to  coexist  in  a  competi- 
tive environment,"  he  says.  "Many 
kinds  of  change  are  inevitable,  or 
necessary,  or  desirable." 

Desirable,    perhaps.    Profitable,    no. 

In  addition  to  negotiated  commis- 
sions and  "off-board"  trading  in  listed 
stocks,  the  Securities  &  Exchange 
Commission  mandated  the  con.solidat- 
ed  tape,  which  reports  transactions  in 


NYSE-hsted  stocks,  not  only  on  the 
Big  Board,  but  on  five  other  ex- 
changes as  well.  The  upstart 
NASDAQ,  the  quotation  system  of 
the  National  Association  of  Securities 
Dealers,  carries  bid-and-asked  quota- 
tions from  all  over  on  some  NYSE- 
listed  issues  now,  and  next  year  will 
start  carrying  all  of  them  (and  the 
NYSE  sells  its  own  bid-and-asked 
quotations  to  other  nonmembers ) . 
Under  SEC  pressure,  the  Exchange 
has  moved  to  allow  foreign  brokers 
as  members.  A  committee  is  even 
studying  whether  to  liberalize  access 


to  the  Exchange  beyond  the  sanctified 
membership  limit  of  1,366.  This  year, 
the  Exchange  modified  its  rule  requir- 
ing members  to  take  a  transaction  to 
the  floor  before  going  elsewhere.  Not 
enough,  said  the  SEC;  next  year  it 
will  strike  down  even  the  remnants 
of  the  rule. 

The  NYSE  has  even  taken  steps  to 
foster  competition  among  its  own  spe- 
cialists; and  both  the  American  and 
New  York  stock  exchanges  have 
dropped  their  bans  on  listing  each 
other's  securities.  Both  have  also  ap- 
pointed committees  to  study  an  out- 
right merger. 

Even  more  unpleasant  changes  may 
be  on  the  way.  As  is  often  the  case, 
the  computer  is  at  the  bottom  of  it. 

The  computer's  implications  have 
been  apparent  for  some  time;   if  you 


can  transfer  shares  on  the  New  York 
Stock  Exchange  by  computer,  with- 
out a  stock  certificate  passing  from 
hand  to  hand,  you  can  do  it  nation- 
wide. If  you  can  do  that,  why  not  a 
nationwide  system  so  that  an  investor 
can  place  a  limit  order,  say,  to  sell 
100  shares  of  IBM  at  275  in  New 
York  and  have  it  automatically  sold 
for  him  whenever— and  wherever— that 
price  is  reached? 

"All  of  it  revolves  about  access," 
says  an  NYSE  official.  "Whether  it  is 
cheaper  to  have  physical  or  electron- 
ic access  to  the  Exchange." 

Apart  from  that  furor,  the  ex- 
changes are  dismayed  by  the  relative 
inactivity  of  individual  investors.  Some 
have  moved  to  the  option  markets. 
Some  have  retreated  to  the  sidelines. 
Today,  institutions  probably  own  half 
the  shares  of  NYSE-listed  stocks; 
they  do  a  probable  70%  of 
the  daily  trading  in  shares. 
Institutions,  of  course,  can 
pay  percentage  commissions 
that  are  a  fraction  of  what 
the  small  or  medium  individ- 
ual investor  must  pay. 

The  New  York  Stock  Ex- 
change still  dwarfs  all  other 
markets;  Tokyo,  No.  Two  in 
size,  has  about  half  the 
Big  Board's  volume.  In 
market  capitalization,  the 
NYSE  is  bigger  than  all  the 
exchanges  in  the  Common 
Market  put  together.  The 
Exchange  so  dominates  se- 
curities trading  that  knowl- 
edge of  what  is  going  on  on 
the  Big  Board  is  essential  to 
the  other  U.S.  exchanges  and 
to  the  third  and  fourth  mar- 
kets (respectively,  trading  between 
nonmember  broker-dealers  and  direct 
trading  between  institutions). 

"A  lot  of  things  have  happened, 
yet  the  distribution  of  trading  has 
stayed  the  same,"  .says  an  Exchange- 
official.  "Eighty-five  percent  of  it  is 
still  on  the  NYSE.  That's  despite  ne- 
gotiated rates,  despite  the  consolidat- 
ed tape,  despite  our  selling  our  own 
bid-and-asked  quotes  to  nonmembers." 
All  this  is  true,  but  membership 
in  this  club  is  no  longer  either  exclu- 
sive or  a  ticket  to  a  comfortable  liv- 
ing. Adding  insult  to  injury,  a  .seat  on 
the  Chicago  Board  Options  Exchange, 
which  brought  only  $10,000  in  1973, 
has  sold  for  a  handsome  $94,500  this 
year— more  than  double  the  value  of  a 
seat  on  the  New  York  Stock  Exchange. 
How  the  mighty  have  fallen!   ■ 
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MAKE  SURE  YOUR  NEXT 

UIXURYCAR ISNT  UONGER  ON 

lUXURYIHANITISONCAR. 


There  is  a  truth  to  the  above 
statement  that,  however  ob- 
vious, seems  to  have  escaped 
many  of  the  world's  automakers. 

All  too  often  one  finds  that 
beneath  its  tasteful  appointments, 
the  average  luxury  car  is,  indeed, 
a  very  average  car. 

BENEATH  THE  LUXURY 

OFTHEBMW53Qi  IS  A  CAR 

WORTH  OWNING. 

At  the  Bavarian  Motor 
Works,  it  has  long  been  our 
philosophy  that  extraordinary 
performance— a  far  more  costly 
automotive  achievement  than 
superficial  opulence— is  the 
only  thing  that  makes  an  expen- 
sive car  worth  the  money. 

And  in  the  BMW  530i  we 
have  pursued  this  philosophy  to 
perfection. 

Under  its  hood  is  the 
same  basic 
engine. 


that  powers  the  BMW  race  cars 
that  have  dominated  interna- 
tional racing  for  over  a  decade. 

A  three-liter,  fuel-injected 
masterpiece  of  engineenng 
that's  been  called  by  the  editors 
of  Road  &  Track  magazine 
"...the  most  refined  in-line  six 
in  the  world." 

An  engine  so  remarkably 
efficient,  it  meets  government 
emission  standards  without 
resorting  to  a  catalytic 
converter 

A  CAR  THAT  IS 
ONLY  POWERFUL  IS 
DANGEROUSLY 

INCOMPLETE. 

Extraordi 
nary  power 
calls  for 


an  extraordinary  suspension 
system. 

Instead  of  the  solid  rear 
axle  found  on  all  domestic  anc 
many  imported  sedans,  the 
BMW  suspension  is  fully  inde-f« 
pendent  on  all  four  wheels— 
McPherson  struts  and  eccentr|?iJ' 
cally  mounted  coil  spnngs  in 
front,  semi-trailing  arms  and  c 


Iprings  in  back. 

This,  combined  with  a  multi- 
ainted  rear  axle,  puts  a  mini- 
lum  amount  of  "unsprung" 
veight  on  the  wheels,  and  allows 
ach  wheel  to  adapt  itself  inde- 
)endently  to  every  driving  and 
oad  condition.  With  a  smooth- 
iess  and  precision  that  will  spoil 
ou  for  any  other  car. 
THE  MOST  COMFORTABLE 

PLACE  ON  THE  ROAD 
\^AY  WELL  BE  INSIDE  A  BMW 


In  the  BMW  interior,  as  on 
he  rest  of  the  car,  the  hand  of 
:he  stylist  has  been  carefully 
int|guided  by  the  dictates  of  the 
engineer. 

With  full  acknowledgement 


■ 


of  the  anatomical  reality  that 
human  beings  vary  in  shape, 
the  steenng  wheel  telescopes 
in  and  out  and  individual  seats 
are  fully  adjustable. 

All  seats  are  orthopedically 
molded.  There  is  ample  head 
and  legroom,  front  and  rear. 

Controls  and  instruments 
are  within  easy  reach  and  clear 
view. 

At  night,  the  instrument 
panel  is  illuminated  by  an  indi- 
rect orange  light  found  to  be 
optically  beneficial  to  the  dnver. 

THE  GERMAN  HIGH- 
PERFORMANCE  CAR  MORE 
GERMANS  BUY. 

In  Germany,  a  land  of  many 
legendary  dnving 


machines,  luxury  cars  are  judg- 
ed by  how  well  they  perform. 

Significantly,  BMW  sells 
more  high-performance  cars 
in  Germany— and  in  the  rest  of 
Europe— than  any  other  manu- 
facturer. 

Surphsing?  Only  to  those 
who  have  never  driven  a  BMW. 

As  the  editors  of  Motor 
Trend  magazine  wrote,  "The 
reaction  to  a  BMW  is  always 
the  same.  The  first  time  driver 
takes  the  wheel  and  after  a 
few  minutes  no  other  automo- 
bile will  ever  be  the  same 
again." 

If  the  thought  of  owning 
such  a  car  intrigues  you,  we 
suggest  you  phone 
your  BMW  dealer 
and  arrange  a 
thorough  test  drive. 

THE  ULTIMAn  DRIVING  MACHINE. 

Bavarian  Motor  Works,  Munich,  Germany 


c  1976  BMW  of  North  America,  Inc. 
For  the  name  of  the  nearest  BMW  dealer,  or  for 
further  information,  call  us  anytime, 
toll-free,  at  80a243-6005 
rConn  1-800-882-6500), 


Is  there  enough  fertile  land 
to  feed  your  children? 
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Yes.  The  problem  is  that  only  a  third  of  the  world  potential  is  now  under 
cultivation,  and,  on  much  of  that,  output  is  hampered  by  antiquated  methods. 

FMC  works  hard  at  these  problems.  All  over  the  world,  our  technology  is 
turning  neglected  lands  into  productive  regions.  Our  pesticides  are  saving  crops, 
our  mechanized  equipment  intensifying  food  production. 

Food  preparation  and  canning  systems  engineered  by  FMC  are  operating 
in  some  50  countries,  helping  not  only  to  feed  the  people  of  those  countries, 
but,  in  many  instances,  enabling  them  to  market  their  surpluses  in  other  parts 
of  the  world. 

Tell  us  your  needs.  FMC  serves  worldwide  markets  for  food  and  agricultural 
machinery,  environmental  equipment,  construction  and  mining  equipment, 
industrial  and  agricultural  chemicals.  FMC  Corporation,  200  East  Randolph 
Drive,  Chicago  60601. 


-FMC 


Taking  The  "AM" 
Out  Of  Aramco 


In  case  Americans  have  forgotten 
how  dependent  we  are  on  Saudi 
Arabia^  the  Saudis  are  reminding 
us  by  taking  over  Aramco.  In  both  a 
symbolic  and  a  practical  sense^  the 
Americans  now  work  for  them. 


By  JAMES  COOK 

John  D.  Rockefeller  at  his  most 
ruthless  had  nothing  hke  the  strangle- 
hold over  the  world's  oil  that  a  hand- 
ful of  Saudi  Arabian  princes  and 
technocrats  have  come  to  possess. 

Some  time  in  the  next  few  weeks, 
the  Saudi  Arabian  Council  of  Minis- 
ters should  formally  and  finally  ap- 
prove the  takeover  of  Aramco,  the 
Arabian  American  Oil  Co.,  by  the 
Saudi  Arabian  government.  Most  of 
the  details  had  apparently  been 
worked  out  last  October  when  the 
Saudi  oil  minister.  Sheik  Ahmed  Za- 
ki  Yamani,  met— in  Normandy— with 
the  four  U.S.  oil  companies  that  have 
owned  the  Aramco  concession  for  four 
decades. 

Then,  of  course,  you  never  know. 
The  signing  may  be  delayed  again, 
as  it  was  earlier  this  year.  The  Sau- 
dis, after  all,  are  in  no  hurry.  Why 
should  they  be?  They  already  own 
Aramco  in  fact  if  not  in  name,  and 
that  is  a  circumstance  of  historic  eco- 
nomic and  political  significance— far 
more  significant  than  Egypt's  take- 
over of  the  Suez  Canal  Co.  or  Chile's 
takeover  of  its  copper  industry,  and 
perhaps  as  significant  in  the  long  run 
as  Britain's  postwar  loss  of  its  over- 
seas empire.  "Aramco  is  the  most  im- 
portant and  valuable  foreign  asset 
ever  developed  by  U.S.  citizens,"  is 
how  one  oil  executive  once  described 
it,  and  he  was  probably  right. 

Consider  the  powers  that  a  Saudi- 
owned  Aramco  will  possess.  It  is  al- 
ready producing  more  oil  than  the  en- 
tire U.S.,. and  by  1980— a  brief  time 
by  history's  standards— the  U.S.  may 
be  depending  on  Aramco  for  a  good 
fourth  of  its  petroleum  imports.  By 
then  Americans  could  be  captive  cus- 
tomers to  the  Saudis  to  the  tune  of 
$15  billion  a  year. 


The  U.S.  is  gulping  oil  at  a  scan- 
dalous rate  and  is  doing  nothing  to 
conserve  it.  At  the  rate  we  are  now 
using  it  up,  Alaska's  entire  reserves 
would  last  little  more  than  a  year. 
As  demand  grows,  there  is  only  one 
reserve  in  the  entire  world  capable 
of  taking  up  the  slack:  that  of  Saudi 
Arabia.  It  contains  149  billion  barrels, 
nearly  30%  of  the  non-Communist 
world's  entire  proven  reserves.  By 
comparison,  the  North  Sea  contains 
perhaps  23  billion  barrels  and  the  en- 
tire U.S.  and  Alaska  33  billion. 

Whoever  controls  Saudi  Arabia's  oil 
holds  the  keys  to  the  world's  economy 
and  very  probably  its  political  direc- 
tion for  the  foreseeable  future. 

Instrument  Of  National  Policy 

Until  a  few  years  ago,  the  control 
of  Saudi  Arabia's  reserves  seemed  to 
rest  solidly  in  the  hands  of  the  U.S., 
if  for  no  other  reason  than  that  four 
giant  U.S.  companies  held  the 
444,000-square-mile  Aramco  conces- 
sion. Standard  Oil  of  California  had 
won  the  concession  in  the  first  place, 
back  in  1933.  Then  Texaco  joined 
SoCal  in  developing  it  in  1936.  Fi- 
nally Exxon  and  Mobil  joined  the 
partnership  in  1947  when  it  became 
clear  that  the  original  partners  lacked 
both  the  capital  and  the  markets  to 
absorb  more  than  a  fraction  of  the 
oil  the  Saudis  were  ambitious  to  put 
on  the  world  market. 

From  the  start,  Aramco  was  a  po- 
litical creature  as  much  as  an  eco- 
nomic one.  The  U.S.  recognized  the 
strategic  importance  of  the  Middle 
East,  slung  between  the  Soviet  Union 
and  the  waters  of  the  Indian  Ocean, 
and  it  never  hesitated  to  use  Aramco 
and  the  other  oil  companies  in  the 
area  to  advance  its  political  interests, 
just  as  the  oil  companies  never  hesi- 
tated  to  use   the   U.S.   Government, 


WHERE  IT'S  AT 

Though  it  produced  only 
16%  of  the  world's  oil 
last  year,  Saudi  Arabia 
nonetheless  possesses 
a  good  27%  of  the 
Free  World's  proven 
reserves— over  four  times 
as  much  as  the  U.S.  and 
as  much  as  Iran,  Iraq  and 
Libya  put  together. 
That's  why  oilmen  have 
always  seen  Saudi  Arabia 
as  vital  to  the  U.S.' 
future  energy  supplies. 
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Nature's  Dirty  Trick  = 

The  accident  of  oil  turned  a  threadbare  desert  chief- 
tain, Abdul  Aziz  Ibn  Saud,  into  a  mighty  potentate  whom 
Franklin  D.  Roosevelt  found  it  necessary  to  cultivate.  His 
increasingly  worldly  successors  have  played  a  growing 
role  in  world  politics;  for  what  they  lacked  in  military 
power  they  more  than  made  up  in  money  power.  It 
was  the  present  king,  Khalid,  and  his  presumed  heir, 
Prince  Fahd,  v-'ko  finally  brought  an  end  to  the  mxir- 
derous  civil  v/ar  in  Lebanon.  Ibn  Saud's  6,000  relatives 
and  descendants,  plus  a  handful  of  commoners,  virtually 
own  a  country  of  less  than  5  million,  mosdy  uneducated 
people  and,  through  them,  perhaps  $2  trillion  worth  of 
oil.  Had  this  wealth  been  in  a  populous  cotmtry,  India, 
say,  or  even  Egypt,  the  income  could  be  used  for  develop- 
ment, to  raise  the  standard  of  living,  to  foster  world  trade. 
But  Saudi  Arabia  has  neither  the  talent  nor  the  numbers 
to  invest  it  usefully  at  home— so  the  money  just  piles  up. 
As  a  result,  the  Saudi  royal  family  is  divided  these  days 
over  the  issue  of  conservation— whether  Saudi  Arabia 
shouldn't  hold  its  problems  at  current  levels  by  refusing 
to  increase  oil  production  (and  hence  oil  revenues)  above 
their  present  8.5-million-barrels-a-day,  $35-billion-a-year 
levels.  Fortunately,  the  Saudi  rulers  thus  far  are  proving 
to  be  reasonable  men,  aware  that  the  power  they  wield 
could  prove  their  undoing.  But  in  the  hands  of  radicals, 
or  fanatics,  the  virtually  unguarded  Saudi  wealth  could  be 
lethal.  As  the  Arab  proverb  has  it,  "Keep  the  gold  and 
keep  the  silver;  give  us  wisdom." 


Ibn  Saud  and  Roosevelt 


whenever  it  could,  to  advance  its 
commercial  ones.  As  a  joint  State,  De- 
fense, Interior  department  position  pa- 
per argued  to  the  National  Security 
Council  in  1953,  "American  oil  op- 
erations [in  the  Middle  East]  are,  for 
all  practical  purposes,  instruments  of 
our  foreign  policy." 

Time  and  again,  from  World  War 
II  on,  the  Saudis  threatened  to  can- 
cel the  concession,  and  time  and 
again  the  U.S.  Government  moved  in 
to  preserve  it  for  the  U.S.  and  its  cor- 
porate proprietors. 

The  first  U.S.  bail -out  came  when 
World  War  II  cost  Saudi  Arabia  both 
its  pilgrimage  traflBc  to  Mecca  and  its 
oil  revenues,  so  Saudi  Arabia's  king, 
Abdul  Aziz  Ibn  Saud,  began  asking 
Aramco  for  more  money  and  threat- 
ening to  cancel  the  concession. 
Strapped  for  cash;  Aramco  turned  to 
to  the  U.S.  Government,  which  ar- 
ranged that  a  portion  of  the  $400  mil- 
lion in  Lend  Lease  aid  then  being  ne- 
gotiated with  Britain  should  go  to 
Saudi  Arabia— $29  million  in  1942  and 
1943.  The  U.S.  then  began  to  worry 
that  the  British  would  use  their  aid 
to  expand  their  position  in  the  coun- 
try, and  so  in  early  1943  Washington 
extended  Lend  Lease  aid  directly:  "I 
hereby  find  that  the  defense  of  Saudi 
Arabia  is  vital  to  the  defense  of  the 
U.S.,"  said  Franklin  D.  Roosevelt,  in 
Executive  Order  8926. 

For  two  decades  and  more,  the 
overriding  concern  of  both  the  U.S. 
and   Aramco's   shareowners   was   ele- 


mental: protect  the  concession,  pre- 
serve its  reserves  and  output  for  the 
U.S.  and  its  European  and  Japanese 
allies,  and  use  its  riches  to  advance 
the  position  of  the  U.S.  in  the  vola- 
tile Middle  East. 

Since  direct  subsidies  to  the  Saudi 
princes  would  have  involved  politi- 
cal problems,  again  and  again  the 
U.S.  resorted  to  subterfuge.  In  the  late 
Forties,  for  instance,  when  Ibn  Saud 
again  threatened  to  cancel  the  con- 
cession if  he  didn't  get  more  money, 
his  threat  moved  straight  to  the  Na- 
tional Security  Council,  which  came 
up  with  a  solution  that  shaped 
Aramco  and  the  rest  of  the  oil  indus- 
try ever  after. 

In  finding  funds  for  Ibn  Saud,  the 
Council  avoided  the  pohtically  ex- 
plosive issue  of  direct  foreign  aid  to 
the  Saudis  and  instead  diverted  funds 
directly  from  the  U.S.  Treasury.  The 
idea  simply  was  this:  Saudi  Arabia 
would  impose  an  income  tax  on  Aram- 
co's oil  profits— a  50%  tax  that  became 
the  standard  for  the  international  oil 
industry  for  20  years— and  these  for- 
eign income  taxes  would  then  be  cred- 
ited against  the  income  taxes  that 
Aramco,  as  a  Delaware  corporation, 
would  otherwise  owe  the  U.S.  Gov- 
ernment on  its  Saudi  earnings.  The 
solution  had  a  great  deal  to  recom- 
mend it.  It  enabled  the  king  to  in- 
crease his  revenues  without  dimini.sh- 
ing  Aramco's  profits  or  increasing  the 
price  of  the  Saudi  oil  on  which  the 
postwar  economic  recovery  of  Europe 


and  Japan  had  come  to  depend.  In  a 
single  year  Aramco's  U.S.  income 
taxes  dropped  $44  million,  to  $6  mil- 
lion, while  the  Saudi  government's  oil 
take  rose  a  corresponding  $44  mil- 
lion, to  $110  million. 

A  ripofiF  of  U.S.  taxpayers?  Not  at 
all.  The  oil  was  Saudi  oil  after  all, 
and  there  is  no  valid  reason  why 
the  U.S.  Treasury  should  have  taken 
a  cut  on  it.  The  oil  was  not  even 
being  sold  in  the  U.S.  in  those  days, 
and  went  almost  entirely  to  Europe 
and  Japan.  By  substituting  "taxes"  for 
"royalties"  an  injustice  was,  in  a  sense, 
righted.  But  the  change  was  made 
for  political  reasons,  not  for  economic 
or  for  moral  reasons. 

As  a  result  of  that  1950  tax  gim- 
mick, Aramco  was  no  longer  simply 
an  operating  company  "run  for  its 
own  benefit  as  a  separate  entity"  and 
selling  its  output  of  oil  solely  and  ex- 
clusively to  its  shareholders;  it  was 
also  a  tax  shelter.  For  example,  if  each 
partner  bought  its  oil  from  Aramco 
at  little  more  than  cost— as  it  did  until 
Exxon  and  Mobil  joined  the  partner- 
ship in  1947— the  profit  on  that  oil 
would  have  moved  downstream  and 
been  taxed  by  the  U.S.  and  European 
governments  at  the  full  corporate  in- 
come tax  rate.  Instead,  Aramco  oil 
was  priced  as  high  as  the  market 
would  allow,  and  then  Aramco  dis- 
tributed the  profits  it  made  on  it  to 
its  four  stockholders  in  the  form  of 
dividends.  Only  15%  of  these  divi- 
dends were  taxable,  at  roughly  50%, 
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Khalid 
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and  a  clever  accountant  could  gen- 
erally find  a  way  to  shelter  even  that. 
As  a  result,  profits  tended  to  move, 
wherever  possible,  out  of  the  accounts 
of  the  parent  companies  and  into 
Aramco.  "In  my  opinion,"  says  former 
Exxon  Executive  Vice  President  Emi- 
lio  CoUado,  "the  income  from  certain 
oil  activities  was  overstated  in  the  ex- 
ternal accounts  and  understated  in  the 
internal  accounts.  They  put  earnings 
into  the  foreign  piece  and  then  put 
losses  into  the  domestic  piece." 

Again,  in  the  late  Fifties,  when  sag- 
ging oil  prices  began  disrupting  the 
stability  and  consistency  of  Saudi  gov- 
ernment tax  revenues,  the  Aramco 
partners  began  buying  their  oil  at  an 
artificially  high  posted  price,  which 
generally  remained  stable  whatever 
was  happening  to  the  market  and  as- 
sured the  Saudis  of  a  predictable 
stream  of  tax  revenue.  (Though  not 
always.  Jt  was  a  1960  decision  to  cut 
the  posted  prices  that  inspired  the 
creation  of  the  Organization  of  Pe- 
troleum Exporting  Countries.)  The 
companies  had  to  sell  their  Aramco 
crude  at  the  market  price,  however, 
and  generally  at  a  loss,  so  that  re- 
duced their  ultimate  Aramco  profits. 
In  1973,  for  example,  when  Aramco 
netted  an  average  of  $1.21  a  barrel, 
Exxon  calculated  it  managed  to  bring 
only  34  cents  of  that  down  to  its  own 
bottom  line;  87  cents  was  lost  in  mar- 
keting the  Aramco  oil. 

With  the  emergence  of  Aramco,  the 
balance  of  power  in  the  Middle  East 


shifted  from  the  British  to  the  U.S. 
oil  companies  and  enabled  them  to  as- 
sume a  dominant  position  in  the  in- 
ternational oil  industry.  The  compa- 
nies understandably  cultivated  both 
the  concession  and  their  relations  with 
the  Saudi  government  and  did  so  at 
the  expense  of  less  promising  and  gen- 
erally less  profitable  areas  elsewhere 
in  the  world.  Exxon,  for  example, 
declined  to  participate  in  the  devel- 
opment of  Oman's  extensive  reserves 
lest  doing  so  would  jeopardize  its  po- 
sition with  the  Saudis.  And  in  the 
mid-Fifties  all  the  partners  were  chary 
of  getting  involved  in  Iran  as  the 
U.S.  Government  wanted,  and  before 
doing  so  first  got  permission  from  Ibn 
Saud.  "If  we  hadn't  played  ball  with 
him,  we  could  have  lost  the  Aramco 
concession,  which  is  not  something  for 
us  to  lose,"  Exxon's  former  Middle 
East  coordinator,  Howard  Page,  re- 
called a  few  years  ago.  "It  is  the 
biggest  concession  in  the  world,  and 
we  had  30%  of  it." 

Divided  Loyalties 

For  over  20  years,  Aramco  offered 
something  for  everybody.  For  the 
companies,  it  provided  an  enormous 
reserve  of  low-cost  and  highly  prof- 
itable oil.  For  the  Saudis,  it  provided 
access  to  markets,  an  increasing  flow 
of  tax  revenues  to  develop  its  economy 
and  a  convenient  reserve  of  the  tech- 
nical skills  needed  to  do  so.  For  the 
U.S.  Government,  it  provided  a 
means  of  subsidizing  the  small  group 


that  controlled  both  the  country  and 
its  oil,  and  eventually  of  financing  its 
defense. 

In  the  early  Seventies,  however, 
without  anyone  realizing  it,  the  com- 
munity of  interest  between  the  Mid- 
dle East  producers,  the  consuming 
companies  and  the  U.S.  Government 
began  to  break  down.  Oil  demand 
had  begun  growing  unexpectedly  rap- 
idly and  new  supplies  were  slow  in 
coming  in.  This  finally  enabled  the 
producers  to  pressure  the  companies 
into  jacking  up  oil  prices.  They  were 
assisted  by  the  persistent  lobbying 
of  the  U.S.  State  Department,  which 
thought  the  U.S.  could  gain  political 
advantages   out  of  higher  oil  prices. 

From  the  moment  the  State  De- 
partment scuttied  the  oil  companies' 
efforts  to  present  a  united  front  in 
the  1971  Tehran  price  negotiations 
(Forbes,  Apr.  15),  the  producing 
countries  had  the  upper  hand;  the 
old  balance  of  power  was  broken. 
The  oil  companies,  Aramco  among 
them,  lost  control  first  of  their  ability 
to  set  prices  and  then  of  their  ability 
to  control  production,  and  once  that 
happened,  ownership  no  longer  meant 
very  much.  If  the  oil  companies  had 
once  seemed  instruments  of  American 
policy,  by  the  early  Seventies  they 
were  beginning  to  seem  instruments 
of  Saudi  policy  instead. 

Within  six  months  after  the  critical 
Tehran  agreement  was  signed  in  1971, 
OPEC  began  escalating  its  demands. 
From   demanding   price   increases,    it 
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shifted  to  insisting  on  participation  in 
the  profits  and  production  of  their 
concessionaire  companies;  it  wanted 
a  piece  of  the  business  itself.  Sheik 
Yamani,  Saudi  Arabia's  minister  of 
lil,  had  first  advanced  the  concept 
of  participation  as  far  back  as  1968, 
but  Aramco  had  always  steadfastly 
resisted.  After  Tehran,  however,  Ya- 
mani's  pressure  was  unremitting,  and 
he  used  the  government's  price-set- 
ting and  taxing  power  to  encourage 
the  companies  to  accept  his  demands. 

In  this,  as  in  everything  else,  the 
Saudis  always  gave  the  appearance 
of  being  more  moderate  in  their  de- 
mands than  the  Kuwaitis,  say,  or  the 
Iranians,  but  they  never  settled  for 
anything  less  favorable,  and,  as  Ya- 
mani kept  telling  the  companies,  any 
deal  Saudi  Arabia  agreed  to  could  be 
undone  by  better  deals  made  later 
elsewhere.  And  they  were.  Step  by 
step  the  Saudis  increased  their  inter- 
est in  Aramco's  production  and  prof- 
its-25%  in  1973,  60%  in  1974,  100% 
in  1976. 

The  fact  is,  however,  that  these 
formal  transfers  lagged  behind  the 
changing  reality.  Aramco  had  already 
become  a  Saudi  company,  and  this 
was  demonstrated  conclusively  dur- 
ing the  1973  Arab  oil  embargo.  King 
Faisal  had  no  sooner  gone  on  the 
radio  to  announce  his  intention  of  re- 
ducing oil  production  by  10%  than 
Aramco's  Chairman  Frank  Jungers  or- 
dered production  cut  back. 

Two  days  later,  when  Aramco  was 
ordered  to  supply  oil  to  the  Arab  war 
eflFort,  Jungers  felt  he  "had  no  alter- 
native but  to  comply."  Later,  when 
the  government  formally  imposed  pro- 
duction controls  and  destination  em- 
bargos  on  Saudi  crude,  Aramco  cut 
back  slightly  more  than  it  needed  to 


in  an  efFort  to  demonstrate  its  good 
faith.  "The  important  thing,"  Jungers 
explained,  "was  to  give  the  immediate 
image  of  being  with  the  government, 
not  trying  to  fight  it."  In  any  case,  as 
Y'amani  observed,  noncompliance  with 
the  boycott  would  mean  nationaliza- 
tion "at  gunpoint." 

During  the  embargo  there  was  no 
question  the  Saudis  were  calling  the 
tune.  Aramco  was  required  to  moni- 
tor Saudi  oil  shipments  around  the 
world,  while  the  Saudi  ambassador 
kept  close  watch  over  shipments  ar- 
riving in  the  U.S.  When  Exxon  un- 
loaded a  tanker  of  Saudi  crude  at 
its  refinery  in  Linden,  N.J.,  in  Feb- 
ruary 1974,  the  Saudis  knew  about  it 
within  hours,  and  Jungers  was  called 
in  to  explain  what  had  happened. 
The  tanker,  Jungers  took  great  pains 
to  prove,  had  been  loaded  before  the 
embargo  went  into  effect. 

Later,  as  the  pressure  of  the  em- 
bargo mounted,  the  Saudis  reached 
beyond  Aramco  to  the  shareholders 
themselves.  The  Saudis  demanded  to 
know  how  much  Saudi  crude  the 
Aramco  partners  had  been  refining 
for  the  U.S.  military  in  countries  not 
involved  in  the  embargo,  so  they 
could  curtail  their  shipments  to  those 
countries  correspondingly.  The  com- 
panies uneasily  complied.  As  the  chief 
counsel  for  the  Senate  Multinational 
subcommittee  observed:  "The  com- 
panies were  indispensable  to  the  Saudi 
ability  to  implement  the  embargo, 
and  Yamani  so  informed  the  com- 
panies." An  American  company? 
Aramco  had  long  since  ceased  to 
be  that. 

Six  days  after  the  Yom  Kippur 
war  broke  out,  the  CEOs  of  Aram- 
co's four  U.S.  owners  sent  President 
Nixon    a    joint   memorandum   urging 


the  U.S.  not  to  reequip  the  Israeli 
army.  This,  obviously,  was  a  move 
intended  to  take  some  of  the  pressure 
ofi^  radical  Arab  demands  that  the 
Saudis  dispossess  Aramco  entirely.  In 
actual  fact,  insofar  as  they  could, 
the  international  oil  companies— Aram- 
co aside— helped  circumvent  the  em- 
bargo. While  observing  the  letter 
of  the  Arab  boycott,  the  oil  compa- 
nies committed  themselves  to  allocat- 
ing the  available  supplies.  If  Saudi 
crude  could  not  be  shipped  to  the 
Netherlands,  Indonesian  or  Nigerian 
crude  could,  and  the  companies  did 
not  hesitate  to  divert  Indonesian 
crude  to  the  Netherlands.  The  result 
was  that  the  international  oil  com- 
panies effectively  blunted  the  im- 
pact of  the  boycott  and,  in  one  of  the 
most  brilliantly  handled  logistical  ex- 
ercises in  industrial  history,  succeeded 
in  distributing  what  oil  was  available 
evenly  to  all  the  consuming  countries, 
boycotted  or  not. 

"In  an  embargo,"  says  Clement 
Malin,  assistant  administrator  for  In- 
ternational Energy  Affairs  in  the  Fed- 
eral Energy  Administration,  "the  Sau- 
dis have  demonstrated  an  ability  to 
use  Aramco  and  its  parent  companies 
as  a  tool  of  their  policy.  The  compa- 
nies are  in  a  sense  powerless  to  do 
very  much  about  it  as  long  as  they 
wish  to  have  access  to  that  oil.  But 
that  doesn't  mean  the  companies  will 
have  to  fully  comply  in  areas  over 
which  Saudi  Arabia  does  not  have  di- 
rect control.  In  an  embargo  situation, 
Saudi  Arabia  could  not  say:  'Not 
only  can  you  not  ship  any  Saudi  oil 
to  the  U.S.,  we're  not  going  to  give 
you  any  Saudi  oil  if  you  ship  any  oil 
to  the  U.S.  whatsoever.'  So  their  abil- 
ity to  use  the  companies  does  have 
some  constraints."  And  why  couldn't 
the  Saudis  try  such  a  secondary  boy- 
cott? Secretary  of  State  Henry  Kissin- 
ger put  it  very  bluntly  two  years  ago: 
Squeeze  us  too  hard  and  we  will  con- 
sider using  our  military  power. 

At  any  rate,  though  Aramco  has 
long  since  been  lost  to  the  U.S.,  this 
does  not  mean  that  the  U.S.  and 
U.S.  oil  companies  have  no  further  in- 
terest in  it.  Their  interest  now  is  in 
the  volume  of  oil  they  can  secure  for 
themselves  under  long-term  contract 
and  the  fees  they  can  expect  to  re- 
ceive for  managing  Aramco  for  the 
Saudi  government.  The  hard  truth  is 
that  in  varying  degrees  the  Aramco 
partners   are  critically   dependent   on 


Oil  Sheiker:  A  favorite  of  King  Faisal, 
Jj^     Saudi  Arabia's  oil  minister  Zaki 
Yamani  is  said  to  be  out  of  favor 
with  King  Khalid  and  Prince  Fahd. 
He  may  lose  his  job  once  the  Aramco 
takeover  is  finally  approved. 
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Saudi  Arabia.  Aramco  produces  48% 
of  their  total  petroleum  supply  and  so 
provides  the  foundation  on  which  the 
viability  of  their  worldwide  marketing 
system  rests.  Equally  important,  all 
four  will  need  the  assurance  of  an  ex- 
panding supply  of  Saudi  crude  if  they 
are  to  maintain  both  their  long-term 
growth  and  their  commanding  posi- 
tion in  the  international  petroleum 
industry. 

None  of  the  partners  will  discuss 
the  Aramco  takeover  agreement  until 
it's  signed.  But  the  broad  outlines  of 
the  settlement,  retroactive  to  last  Jan- 
uary, are  generally  known  both  in  the 
government  and  in  the  oil  industry. 

Basically,  Aramco  will  be  split  into 
two  companies.  A  new  100%  Saudi- 
owned  producing  company  will  retain 
the  Aramco  name  and  become  the  re- 


pository for  all  of  Aramco's  physical 
assets,  the  concession,  the  oil  fields, 
the  pipelines,  the  refineries,  every- 
thing except  50%  of  Aramco's  natural 
gas  liquid  facilities  and  the  unprof- 
itable and  now  imoperated  Trans  Ara- 
bian Pipeline,  Tapline,  so  called. 

What  remains  of  Aramco  will  take 
on  a  new  name,  perhaps  Amarco,  the 
American  Arabian  Oil  Co.  Amarco 
will  continue  to  be  owned  by  Aramco's 
corporate  partners  on  the  same  equity 
basis  as  before.  Amarco  will  retain 
all  of  Aramco's  American  personnel 
and  provide  management  and  explora- 
tion services  to  the  operating  compa- 
ny at  a  fee. 

Amarco's  management  and  explora- 
tion fee  is  expected  to  run  between 
15  cents  and  21  cents  for  every  bar- 
rel    Aramco     produces,     the     exact 


amount  varying  according  to  how  suc- 
cessful its  exploration  effort  is.  And 
that  fee  is  net— after  the  payment  of 
Saudi  Arabian  income  taxes. 

"I  would  anticipate,"  says  SoCal's 
Vice  Chairman  George  Keller,  "that 
any  settlement  we  work  out  will  be 
comparable  to  our  present  income." 
That's  a  good  deal  less  than  the  60 
cents  and  more  a  barrel  the  compa- 
nies sometimes  netted  a  few  years 
ago,  but  it  still  represents  a  substan- 
tial return.  At  1975  production  levels, 
a  20-cent-a-barrel  fee  would  have 
yielded  a  29.66%  partner  like  SoCal 
an  equity  of  over  $150  million  in 
Amarco's  gross  earnings,  somewhat 
better  than  the  $127  million  SoCal 
actually  did  bring  down  to  net  from 
Aramco.  At  1976  production  levels, 
the  figure  comes  closer  to  $185  mil- 


The  Haves  And  The  Have-Not 


The  four  oilmen  who've  been,  negotiating  the  Aramco 
takeover— Laurie  Folmar  of  Texaco,  C.C.  Garvin  of  Exxon, 
William  Tavoulareas  of  Mobil  and  W.  Jones  McQuinn  of 
SoCal  (below)— do  their  best  to  present  a  united  front  to 
the  Saudis.  But,  as  the  Saudis  well  know,  the  varying 
crude  needs  of  its  shareholders  are  what  shape  the  nego- 
tiations—as they  have  shaped  the  Aramco  partnership. 

Over  the  years  Texaco  and  Exxon  had  little  trouble 
marketing  all  the  Aramco  crude  their  equity  entitled  them 
to.  But  Mobil  coiJd  never  get  enough,  and  SoCal  always 
had  too  much.  As  a  result,  SoCal  was  always  complaining 
it  was  never  paid  enough  for  what  others  took  from  its 
share,  and  Mobil  was  forever  complaining  it  was  paying 
too  much  for  what  it  took  off  the  company's  hands. 

"They  would  claim,"  one  Exxon  executive  has  explained, 
"they  could  get  large  quantities  of  oil  from  other  people 
on  long-term  contracts  at  such  and  such  a  price,  and 
sometimes  we  recognized  that  was  right  and  sometimes 
that  we  were  being  kidded."  Until  only  a  few  years  ago, 
the  Saudi  government  always  needed  money,  so  that,  if 
the  other  partners  forced  Mobil  to  buy  i\^  crude  elsewhere, 
they  would  seem  to  be  depriving  the  Saudis  of  revenues 


they  needed  badly.  Twice  Mobil  succeeded  in  getting  re- 
duced the  premium  it  paid  for  lifting  more  than  its  equity 
share  of  crude. 

With  only  a  10%  stake,  vs.  30%  each  for  SoCal,  Exxon, 
and  Texaco,  Mobil  had  everything  to  gain  by  pressing 
its  claims,  and  its  partners  suspected  that,  if  it  didn't  get 
what  it  wanted  from  them,  Mobil  was  fully  prepared  to 
deal  separately  with  the  Saudis.  CertairJy  Mobil  had  no 
intention  of  bidding  for  participation  crude  along  equity 
lines.  "On  that,"  Mobil's  President  Tavoulareas  said  a  few 
years  ago,  "we  feel  ourselves  completely  free  to  negotiate 
on  our  own."  Which  may  have  been  why,  as  the  take- 
over negotiations  got  under  way,  the  partners  agreed  to 
let  Mobil  increase  its  equity  from  10%  to  15%  over  a  five- 
year  period. 

As  it  is,  Mobil  has  been  enlarging  its  position  in  Saudi 
Arabia.  It  has  various  deals  with  the  government,  includ- 
ing a  $3-billion  refinery  and  petrochemical  complex  and  a 
$l-billion-plus  crude  pipeline.  Whatever  the  economics 
of  these  ventures,  nobody  doubts  that  what  Mobil  is  real- 
ly after  is  some  sort  of  prior  claim  on  any  additional 
crude  Saudi  Arabia  makes  available  to  the  market. 


Folmar  of  Texaco 


Garvin  of  Exxon 


Tavoulareas  of  Mobil 


McQuinn  of  SoCal 
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lion.  Operating  costs  will  reduce  that 
somewhat,  but  even  so  the  Saudis 
have  provided  the  companies  plenty 
of  incentive  to  maintain  their  com- 
munity of  interest  with  the  Saudi  gov- 
ernment. As  Yamani  once  put  it:  "So 
long  as  they  are  able  to  continue  mak- 
ing a  decent  profit,  they  should  be 
only  too  glad  to  remain  with  us." 

In  addition  to  the  fee,  the  agree- 
ment covers  large  volumes  of  crude 
to  supply  the  partners'  worldwide 
marketing  organizations— 7  million 
barrels  a  day,  divided  along  the  lines 
of  the  partners'  equity  in  Amarco  and 
acquired  at  the  price  Aramco  sells  to 
third  parties.  The  partners  can  lift  as 
much  as  10%  more  than  that,  and 
perhaps  an  equal  amount  less,  though 
at  a  penalty. 

Nevertheless,  the  companies  seem 
likely  to  emerge  from  the  Aramco 
takeover  in  reasonably  good  shape. 
For  as  long  as  the  agreement  lasts, 
they  are  guaranteed  large  volumes  of 
oil  at  relatively  reasonable  prices,  a 
reasonable  stream  of  income  from 
their  management  fees,  and— perhaps 
best  of  all— a  stake  in  any  increase  in 
Aramco's  future  production.  If  out- 
put should  rise  to  11.5  million  barrels 
a  day,  the  Amarco  partners  may  or 
may  not  get  that  additional  oil,  but 
Amarco  will  pick  up  15  cents  to  21 
cents  for  every  additional  barrel  Aram- 
co pumps  out. 

And  how  long  will  the  agreement 
last?  Considering  how  often  the  Aram- 
co agreement  has  been  revised  since 
193.3,  it's  not  likely  to  last  until  the 
concession  expires  in  1999.  But  the 
Amarco  partners  expect  to  be  there 
for  a  good  while.  As  Mobil's  Presi- 
dent William  Tavoulareas  has  put  it, 
"The  Saudi  Arabian  oil  minister  has 
said  time  and  time  again,  'We  need  and 


want  the  American  companies  here, 
we  need  their  technical  knowledge, 
we  need  their  markets.' "  That  is  the 
principal  leverage  the  companies  have 
had  in  recent  years  in  dealing  with 
the  Saudis,  and  it's  likely  to  be  the 
principal  leverage  they  will  have  in 
bidding    for    future    supplies    of    oil. 

"The  Saudis  make  no  bones  about 
assuring  me  that  nothing  is  going  to 
separate  them  from  us,"  says  U.S 
Ambassador  to  Saudi  Arabia  William 
J.  Porter.  "And  it  won't,  provided  re- 
lations remain  on  the  old  basis  and 
we  don't  do  things  that  will  kill  the 
goose  that  lays  the  golden  eggs. 
The  Saudis  conclude  that,  with  all  our 
defects,  the  Americans  are  the  best 
of  the  lot." 

Meanwhile,  Saudi  Arabia  has  got 
for  itself  just  about  the  best  of  every- 
thing. It  has  an  outlet  for  80%  of  its 
production  guaranteed  by  four  of  the 
most  skillful  marketers  in  the  indus- 
try, and  it  has  retained  enough  oil  for 
its  own  account  that  it  can  learn  the 
art  of  marketing  itself.  Most  impor- 
tant of  all,  by  refusing  to  make  any 
commitment  regarding  raising  produc- 
tion beyond  8.5  million  barrels  a  day, 
Saudi  Arabia  retains  the  means  nec- 
essary to  pressure  all  but  the  most 
powerful  companies  and  even  coun- 
tries to  accept  whatever  terms  it  sets 
—political,  economic,  whatever. 

The  question  is:  Will  Saudi  Arabia 
continue  to  increase  its  oil  produc- 
tion now  that  output  has  begun  to 
bump  against  the  8.5-million-barrels- 
a-day  ceiling  it  imposed  during  the 
1973  oil  embargo? 

The  fearful  truth  is  that  in  the  years 
ahead  there  is  no  alternative  to 
Saudi  crude.  Certainly  not  so  long  as 
the  U.S.  refuses  to  take  even  the 
most  elemental  steps  to  conserve  ener- 


gy and  develop  alternative  sources  of 
supply.  At  a  time  when  its  imports  of 
Saudi  crude  rise  daily,  the  U.S.  en- 
courages consumption  by  keeping 
both  oil  and  natural  gas  prices  arti- 
ficially low.  It  imposes  impossible 
environmental  restrictions  on  the  de- 
velopment of  coal,  oil  shale,  electric 
and  nuclear  power.  It  continues  to 
make  available  large,  high-fuel-con- 
suming cars,  and  it  refuses  to  take 
even  such  minimum  conservation  mea- 
sures as  enforcing  the  maximum  55- 
mile-an-hour  speed  limit.  It  has  yet 
to  put  a  single  barrel  of  oil  in  fed- 
eral storage,  and  the  program  it  con- 
templates is  so  relaxed  that  by  1982 
it  will  have  in  place  only  three  months' 
supply— and  that  at  1975  consumption 
levels. 

As  long  as  the  U.S.  has  no  energy 
policy  worthy  of  the  name,  there  is  no 
alternative  to  more  and  more  Saudi 
fuel  and  Americans  can  be  grateful 
that  the  rulers  of  Saudi  Arabia  are, 
basically,  friendly  to  the  U.S.— and  not 
simply  when  it  comes  to  trying  to 
moderate  prices,  as  Saudi  Arabia  is 
expected  to  do  at  the  upcoming  price 
negotiations.  The  Saudis  have  taken 
Aramco,  but  they  have  taken  it  un- 
der terms  that  leave  basic  U.S.  inter- 
ests intact.  On  the  bottom  line,  the 
formal  takeover  involves  little  more 
than  a  gain  in  prestige  for  the  pride- 
ful  Saudis:  Now  the  Americans  are 
working  for  them,  not  they  for  the 
Americans.  In  this  sense,  the  takeover 
of  Aramco  by  the  Saudis  is  a  good 
deal  more  than  merely  symbolic.  It  is 
one  more  reminder  to  the  world  that 
the  Saudis  are  in  the  catbird  seat; 
if  they  chose  not  to  expand  their  pe- 
troleum production  in  the  years  just 
ahead,  the  world  would  be  in  very 
sad  shape.   ■ 


The  Way  They  Were: 

The  Aramco  Partners  In  Saudi  Arabia 


The  Aramco  shareholders  no  longer  assume  they  have  a 
40%  stake  in  Aramco  as  they  did  in  accounting  for  1975. 
Even  so^  the  table  below  makes  clear  just  how  important 
Aramco  is  in  their  overall  production  and  profits.  From  it, 
you  can  also  guess  which  companies  will  be  the  most 


vulnerable— vv/ien  Aramco  starts  paying  a  maximum  21 
cents  a  barrel  service  fee  and  if  its  production  stays  at  its 
present  levels.  The  figures  below  are  derived  from  annual 
reports,  10-Ks  and  other  company  publications,  either  di- 
rectly or  inferentially  on  the  basis  of  company  equity. 
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as  %  of 

Net 
Income 

Net 

Income 

Per  Barrel 

Equity  in 

Aramco 

Earnings 

(mil) 

29.66% 
29.66 
29.66 
11.00 

Texaco 

Exxon 

Standard  Oil-Calif 

Mobil 

11.9% 
11.9 
11.9 
4.3 

1,886 

1,800 

1,710 

995 

50% 
33 
57 
44 

$229 
185 
127 
80  E 

$    831 

2,503 

773 

810 

28% 
7 
16 
10 

$0.33 
0.28 
0.23 
0.22  E 

$1,046 

1,046 

1,046 

378 

E-Esfimate  by  J. 

Clark, 

Wertheim  &  Co. 
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Zenith  To 
Jimmy  Carter: 
Help 


T 


Can  the  U.S.  protect  Zenith 
and  other  U.S.  producers 
from  Japanese  TV  makers? 
Should  Uncle  Sam? 


Perhaps  you  have  noticed  the  pro- 
liferation of  commercials  on  TV  tout- 
ing color  TV  sets.  What  does  it  mean? 
It  means  that  the  industry  is  in  its 
most  competitive  phase  yet  and  that 
1977  will  be  a  critical  year— especial- 
ly at  Zenith  Radio  Corp.  Zenith  is 
that  rare  bird,  a  big  company  that 
I  sticks  to  one  field,  essentially  to  one 
product.  Zenith  is  defiantly  noncon- 
glomerate.  By  being  so,  it  became  the 
biggest  U.S.  producer  of  color  TV 
sets.  By  the  same  token,  it  is  extreme- 
ly vulnerable. 

This  will  be  a  fairly  good  year  for 
color  set  sales  in  the  U.S.— 7.5  million 
sets  sold,  1  million  more  than  last 
year.  Zenith,  which  has  a  solid  24% 
of  the  market,  will  make  a  good  prof- 
it. RCA,  with  about  19%,  says  it  is 
faring  well  in  1976,  too.  However, 
it  will  be  a  rough  year  for  many  of 
the  smaller  manufacturers.  The  rea- 
son: Japanese  imports  are  biting  deep 
—35%  in  the  first  nine  months  of  this 
year— and  that  leaves  the  other  U.S. 
producers  badly  squeezed. 

Even  Zenith  is  not  exactly  minting 
money.  It  probably  will  earn  around 
$2.10  a  share,  a  nice  recovery  from 
the  depressed  levels  of  1974  and  1975. 
However,  Zenith  will  be  earning  only 
about  14%  on  stockholders'  equity— 
about  half  what  it  earned  a  few  years 
ago.  Zenith  is  a  long  way  from  the 
glory  days  when  it  netted  as  much  on 
$600  million  in  sales  as  it  will  this 
year   on    almost    $1    billion    in    sales. 

The  fact  is  that  Zenith  is  at  a  turn- 
ing point.  "The  clock  has  run  out," 
says  John  J.  Nevin,  the  company's  49- 
year-old  chairman  and  president,  who 
came  over  from  Ford  Motor  Co.  in 
1971  as  understudy  to  Joseph  S. 
Wright,  who  stepped  down  in  March. 

The  situation  is  this:  Zenith  and 
some  of  its  fellow  U.S.  producers  have 
argued  for  si?;  years  that  the  Japanese 
government  subsidizes  the  export  of 
TV  sets.  The  subsidies  make  it  pos- 
sible for  the  Japanese  to  sell  their 
products  in  the  U.S.  at  a  price  below 
those  for  similar  U.S.  products.  As 
evidence,  they  point  out  that  many 


The  market 
goes  up  and  down. 


;;ili 


But  English  Leather 
hangs  in  there  steady. 

You've  seen  the  Bears  lumber  and  the  Bulls  stampede. 

And  through  it  all  you've  probably  found  that  sticking 
with  a  good  thing  usually  pays  off. 

Maybe  that's  why  so  many  men  appreciate  the  solid 
value  of  English  Leather.®  It  has  a  long-lasting  fragrance 
that  says  class  and  a  price  tag  that  doesn't  say  rip-off. 

Then  too,  smart  women  like  smart  men.  So  invest  in 
English  Leather  liquid  assets.  And  watch  your  stock  rise. 


Available  in  Canada. 
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.  manufacturers  have  thrown  in 
the  towel— such  big  names  as  West- 
inghouse,  Motorola  and  Philco  num- 
ber prominently  among  them.  In  ad- 
dition, the  Japanese  have  been  mov- 
ing directly  into  the  U.S.  consumer 
electronics  industry.  Matsushita  has 
taken  over  Motorola's  old  TV  plant. 
Sony  may  buy  Westinghouse's  color- 
tube  plant.  A  Japanese  company, 
Sharp,  early  this  year  replaced  Ad- 
miral as  the  primary  supplier  to  Mont- 
gomery Ward.  Another,  Sanyo,  is  buy- 
ing the  Warwick  division  of  Whirl- 
pool, which  supplies  Sears.  Another 
famous  name,  Magnavox,  was  taken 
over  by  the  North  American  affiliate 
of  the  Dutch  Philips  company. 

The  U.S. -owned  field  has  slimmed 
down  to  just  five  producers:  General 
Electric,  the  Sylvania  division  of  Gen- 
eral Telephone  &  Electronics,  the  Ad- 
miral group  of  Rockwell  Internation- 
al, RCA  and  Zenith. 

Will  Washington  slap  penalties  and 
a  quota  on  the  Japanese?  Zenith  hopes 
so,  and  so  do  most  of  the  others.  But 
it  is  a  complicated  issue:  On  the  one 
hand.  Zenith  argues  that  imports  have 
cost  the  U.S.  some  tens  of  thousands 
of  jobs  in  color  TV  plants  since  1971. 
On  the  other  hand,  most  people  will 
concede  that  the  Japanese  make 
quality  sets,  and  if  they  sell  them  at  a 


low  price  in  the  U.S.,  the  U.S.  con- 
sumer certainly  benefits.  Then  there  is 
the  question  of  trade:  In  theory,  at 
least,  the  U.S.  is  committed  to  free 
trade.  Unless  we  permit— indeed  en- 
courage—the Japanese  to  export  free- 
ly to  the  U.S.,  they  cannot  pay  for 


Nevin  says,  "Not  even  a  large  parent 
can  absorb  those  kinds  of  losses." 

Significantly,  the  International 
Trade  Commission  recently  agreed  to 
hear  the  TV  industry's  complaint  and 
will  make  recommendations  on  the  im- 
port situation  sometime  in  1977.  And 


"The  U.S.  Treasury,  Justice  and  State  departments 
have  all  opposed  Zenith's  argu^nents. 
But  now  Jimmy  Carter  is  coming  to  town." 


their  sizable  imports  from  the  U.S. 
Besides,  a  clear-cut  case  of  dumping 
—selling  goods  cheaper  abroad  than  at 
home— has  yet  to  be  proved.  RCA, 
for  example,  is  not  joining  in  the  fight 
against  the  Japanese.  The  U.S.  Trea- 
sury, Justice  and  State  departments 
have  opposed  Zenith's  arguments.  But 
Jimmy  Carter  is  coming  to  town.  May- 
be he  will  be  more  sympathetic. 

And  if  he  isn't?  "If  we  don't  get  a 
ruling,"  says  Zenith's  Nevin,  "two 
more  U.S.  companies  are  going  to  be 
gone— out  of  business."  Who  are  they? 
"Just  look  at  who's  running  the  big 
losses,"  he  says.  Clearly,  Sylvania's 
television  operations  and  Rockwell's 
Admiral  division,  both  showing  siz- 
able losses,  are  likely  candidates.  As 


Zenith's  Philadelphia  antitrust  suit 
against  21  Japanese  companies  may 
go  to  trial.  If  Zenith  receives  a  favor- 
able ruling,  happy  days  and  fat  mar- 
gins will  return.  If  the  rulings  go 
against  Zenith,  Nevin  may  find  him- 
self running  a  moderately  profitable, 
cyclical  growth  company.  In  such  a 
case.  Zenith  might  eventually  lose  its 
proud  independence. 

With  its  relatively  clean  balance 
sheet  and  a  solid  product  position. 
Zenith  could  be  an  attractive  merger 
candidate  for  someone  wanting  a 
good  vehicle  in  the  consumer  elec- 
tronics business.  Asked  about  this  dan- 
ger, Nevin  tersely  retorts:  "Any  com- 
pany today  is  vulnerable  to  a  take- 
over, unless  it's  GM  or  AT&T."  ■ 


Thats  a  Butler  building?" 


Yes,  that  is  a  Butler  building. 

In  fact,  you  prt)bably  see 
beautiful  Butlet  buildings 
all  the  time  and  don't  know  it. 

Because  Butler  buildin^iis 
offer  total  design  flexibility  and 


can  be  as  tasteful  and  dramatic 
as  any  building. 

Yet,  they  also  give  you  ail 
the  important  time  and  money 
savings  of"  systems  construction. 

lo  learn  more  about  beauti- 
ful, time  and  money  saving 


Butler  buildmgs  and  the  local, 
independent  ct)ntractor  who  can 
build  one  for  you,  write  Butler 
Mfg.  (  o.,  BMA   lower,  Dept. 
B-.'^96,  Kansas  (  itv.  Mo.  MI4I. 


Would  You  Lend  Money  To  This  Outfit? 


Here  is  the  outfit's  balance  sheet  as  of  June  30, 1975: 


Assets: 

Cash  &  Monetary  Assets 

Receivables 

Inventories 

Property  &  Equipment  (Net) 

Other  Assets 

Total  Assets 


And  here  is  the  income  statement 
for  the   year   ended   June   30,    1975: 

Revenues: 

Income  Taxes  $159.9 

Other  Revenues  121.7 

Total  Revenues  $281.6 

Expenses: 

National  Defense  $72.9 

Other  Operating  Expenses  45.8 

State  &  Local  Aid  Grants  48.3 

Transfer  Payments  127.5 
Noncash  Provisions  for 
Sociai  Security  and  Other 

Benefit  Programs  115.9 

Interest  Expense  (Net)  23.3 

Total  Expenses  $433.7 

Excess  of  Expenses  Over 

Revenues  $152.1 

If  people  are  still  worried  about 
massive  new  spending  programs  under 
President  Jimmy  Carter,  the  figures 
above  on  this  page  should  reassure 
them— if  reassurance  is  the  right  word 
for  numbers  as  horrendous  as  these. 
These  figures— the  numbers  are  in  bil- 
lions,   of    course— were    released    last 


Liabilities  &  Equity: 

$  29.0  Federal  Debt 

100.0  Payables 

57.3  Accrued  Retirement  & 

150.4  Disability  Benefits 

18.0  Accrued  Social  Security 

Other  Liabilities 
Equity  (Deficit) 

Total  Liabilities  &  Equity 


$354.7 


$394.4 
55.2 

331.9 

499.5 

39.4 

(965.7) 

$354.7 


month  by  the  U.S.  Treasury  itself. 
They  represent  an  attempt  to  put  fed- 
eral bookkeeping  on  a  comparable 
footing  with  coiporate  bookkeeping. 
What  they  show  is  that  unless  it  is 
willing  to  launch  the  U.S.  into  British- 
style  inflation,  the  Federal  Govern- 
ment has  just  about  exhausted  its 
spending  options. 

For  the  fiscal  year  ended  June  30, 
1975,  the  federal  budget  deficit  was 
$43.6  billion,  using  federally  accepted 
accounting  mles.  But  if  Uncle  Sam 
were  made  to  keep  books  the  way 
companies  do,  the  deficit  would  have 
been  $152  billion.  (It  would  have 
been  worse  yet  in  fiscal  1976. ) 

Why  the  big  difference?  Mainly  be- 
cause reported  budget  figures  don't 
take  into  account  noncash  provisions 
required  for  unfunded  Social  Secmity 
and  federal  pension  fund  benefits. 

Using  industry-type  accounting,  the 
Government's  revenues  for  fiscal  1975 
came  to  $281.6  billion-about  half  of 
that  from  individual  and  corporate 
income  taxes.  Expenses  totaled  $433.7 
billion,   with   $72.9   billion    going   for 


defense  and  $243.4  billion  for  So- 
cial Security,  unemployment,  federal 
pensions  and  other  welfare  payments 
—including  provisions  for  unfunded 
portions.  The  resulting  deficit  came 
to  about  $2,700  for  every  family  liv- 
ing in  the  U.S. 

Uncle  Sam's  balance  sheet  for  the 
same  date  looked  even  worse.  It  listed 
assets  of  $354.7  billion.  In  all.  Uncle 
Sam's  liabilities  totaled  nearly  four 
times  his  assets,  producing  a  nega- 
tive net  worth  of  $965.7  billion,  or 
almost  $1  trillion.  B^  way  of  a  bench- 
mark, the  total  national  wealth,  tan- 
gible and  financial,  probably  runs  in 
the  neighborhood  of  $8  trillion. 

Of  course,  a  government  is  not  a 
business.  In  theory,  the  Government's 
credit  is  backed  by  the  productive 
power  of  the  U.S.  and  by  such  price- 
less national  assets  as  the  highway  sys- 
tem, the  educational  system  and  all 
those  factories  and  real  estate.  The 
Government  does  not  operate  to 
make  a  profit  but  rather  to  provide 
essential  services  to  the  public  and 
to   regulate   the   economy.    Its   means 
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.ue  different  too,  since  the  Govern- 
ment has  the  ultimate  power  to  tax 
and  to  print  money.  Uncle  Sam  could 
erase  his  enormous  deficits  simply  by 
lifting  taxes  and/ or  by  turning  on  the 
printing  presses. 

But  can  he,  really?  Income  taxes 
would  have  to  be  increased  by  more 
than  25^  even  to  wipe  out  the  re- 
ported budget  deficit.  That's  a  politi- 
cal    impossibility;     the     U.S.     public 


would  throw  the  rascals  out.  In  fact, 
recent  administrations'  have  actually 
cut  tax  rates  in  spite  of  continually 
rising  expenditures— an  indication  that 
the  Federal  Government  may  have 
come  perilously  close  to  the  practical 
limits  of  its  taxing  power.  As  for 
Washington's  power  to  print  money  via 
the  Federal  Reserve,  that  could  only 
be  highly  inflationary— and  the  politi- 
cians can't  have  forgotten   how   mad 


the  voters  were  when  inflation  got  into 
the  double  digits  not  so  long  ago. 

All  this  is  reassuring  or  scary,  de- 
pending on  your  point  of  view.  On 
the  one  hand,  it  suggests  that  the  pol- 
iticians will  finally  have  to  listen  to 
fiscal  facts.  But  on  the  other  hand,  it 
indicates  that  a  good  many  national 
needs,  some  urgent,  some  not,  may 
have  to  go  unsatisfied  over  the  tiext 
few  years.   ■ 


^i-- 


The  Future  Of  Tax  Reform: 

A  Talk  With  Expert  Stanley  Surrey 

People  support  change^  but  the  trouble  is— in  the 

words  of  Senator  Russell  Long— what  they  want  is: 

"Don't  tax  you,  don't  tax  me,  tax  that  fellow  behind  the  tree.' 


Stanley  Surrey  has  never  met  Jim- 
my Carter,  but  this  Harvard  Law 
School  professor's  ideas  will  probably 
play  a  big  role  in  shaping  the  Presi- 
dent-elect's tax  policies.  Back  in  the 
early  Sixties,  Surrey  was  the  strategist 
behind  President  John  Kennedy's 
drive  to  reform  the  entire  tax  system— 
in  the  process  virtually  eliminating  ex- 
pense account  "perks"  and  many  of  the 
exemptions  and  deductions  that  keep 
life  tolerable  for  the  well-to-do. 

The  Surrey  program  was  emasculat- 
ed in  Congress,  although  parts  of  it 
have  since  become  law.  Now  older 
and  somewhat  more  realistic,  Surrey 
is  still  a  strong  believer  in  tax  reform, 
and  he  obviously  has  followers  in  the 
Carter  camp.  Item:  Candidate  Car- 
ter sprinkled  his  speeches  with  blasts 
against  "$50,  two-martini  deductible 
lunches"— an  echo  of  the  early  Sixties. 
Item:  There  are  four  leading  con- 
tenders for  Surrey's  old  Treasury  job 
—Assistant  Secretary  for  Tax  Policy— 
and  all  are  former  Surrey  students. 

How  tough  will  the  new  Adminis- 
tration be  on  tax  reform— and  in  what 
direction?  Since  Carter  isn't  saying 
much,  Forbes  thought  that  the  next 
best  thing  would  be  to  talk  with  Stan- 
ley Surrey.  We  interviewed  him  in  his 
crowded  Cambridge  offices,  the  floors 
piled  high  with  his  students'  papers 
and  Internal  Revenue  rulings.  Surrey 
himself  was  relaxed  and  looking  much 
younger  than  his  67  years. 

New  Atmosphere 

"Carter  comes  in  with  an  advan- 
tage Kennedy  never  had,"  Surrey  be- 
gan. "He's  got  a  Congress  that's  inter- 
ested in  tax  issues.  In  1961  we  had  a 
much  more  conservative  group.  Our 
goal  was  only  to  force  consideration 
of  things   they   didn't  want   to  touch 
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and  to  keep  them  from  opening  any 
new  loopholes.  This  past  session,  how- 
ever, Congress  enacted  $1.6  billion  in 
tax  reform  on  its  own— without  any 
help  from  the  Administration. 

"Why?  Politicians  believe  that's 
what  the  country  wants.  They're  con- 
cerned about  the  inequities  of  the 
present  system.  The  new  law,  for  ex- 
ample, requires  the  Treasury  to  come 
up  with  a  list  of  individuals  with  high 
incomes  who  don't  pay  any  taxes.  Con- 
gress plans  to  end  that  kind  of  abuse. 

"When  people  start  looking  at  this 
information,  I  think  there  will  be  a 
strong  push  for  giving  municipalities 
the  option  of  issuing  taxable  bonds 
with  a  federal  interest  subsidy.  Some- 
thing like  that  came  out  of  the  House 
Ways  &  Means  Committee  this  year, 
and  it  is  a  step  toward  eliminating  tax- 
exempt  interest  income." 

Surrey  offers  some  ideas  about 
where  the  new  President  could  focus 
his  legislative  leadership.  "Congress 
acted  in  a  lot  of  traditional  areas  this 
year,"  he  .says,  "but  I  think  we  should 
view  that  as  a  first  step  rather  than 
the  last  word.  Take  tax  shelters.  The 
dust  hasn't  settled,  but  my  impression 
is  that  real  estate  is  about  the  only 
game  left  in  town.  Movies  and  farms 
aren't  so  good  anymore.  Oil  is  some- 
where in  between.  Now  we  need  to 
figure  out  a  way  to  help  housing 
through  direct  programs— without  the 
inefficient  by-product  of  letting  rich 
people  escape  taxes. 

"Then  there  is  the  estate  and  gift 
field.  Most  people  feel  that  the  very 
wealthy  families  aren't  hampered 
much  by  the  new  restrictions  on  gen- 
eration-skipping trusts— more  can  be 
done  there.  The  same  for  taxing  capi- 
tal gains  at  death.  We  suggested  that 
in   1964.   It  has  gotten  more  respect- 


Harvard's  Tax  Guru:  Though  he 
won't  take  a  Washington  job,  Surrey's 
ideas  will  influence  those  who  do. 


able  ever  since.  The  new  law  uses  a 
carryover  approach  that  is  too  compli- 
cated and  should  be  tightened. 

"Also,  more  can  be  done  in  the  for- 
eign area.  Kennedy's  biggest  dispute 
with  business  was  over  deferral  [for- 
eign earnings  left  untaxed  until 
brought  home].  We  lost,  but  we  did 
abolish  tax  havens.  Meanwhile,  Con- 
gress has  been  chipping  away  at  de- 
ferral ever  since.  That  should  contin- 
ue. Even  against  strong  lobbying,  I 
think  DISC  [tax  reductions  for  export- 
based  earnings]  can  perhaps  go. 

"What's  imixirtant  is  to  act  quickly 
on  items  that  were  changed  slightly 
this  year— before  the  business  commu- 
nity and  lawyers  fall  into  a  settled 
pattern  that  will  take  years  to  change. 
Everybody  knows  how  to  move;  it's 
just  a  (juestion  of  vote-counting." 

There  is,  however,  more  involved 
in  another  revenue  area.  To  soin(> 
people,     tax    reform     docsrr'f  -  simply 
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mean  "soak  the  rich."  It  also  means 
encouraging  capital  formation.  For  ex- 
ample, corporate  dividends  are  now 
taxed  twice— once  when  a  company 
earns  the  money  to  pay  them,  again 
when  stockholders  receive  them. 
Campaigner  Carter  suggested  chang- 
ing this,  but  Surrey  is  lukewarm:  "It's 
an  idea  that  was  developed  by  the 
Republican  Treasury,  and  people  are 
confused  about  whether  we  need  re- 
form and  what  to  do.  The  Senate 
voted  a  downward  scale  on  capital 
gains,  yet  the  new  law  actually  tight- 
ened up.  Bill  Simon  was  screaming, 
'Do  something,'  and  Congress  raised 
the  rates. 

"Then,  too,  the  Republicans  want- 
ed stockholders  to  get  a  tax  credit  for 
their  dividend  income,  but  they  as- 
sumed a  50%  corporate  rate.  Actual- 
ly, of  course,  that's  only  the  maxi- 
mum. Suppose  each  company  told  you 
how  much  taxes  it  paid,  and  you  fig- 
ured your  credit  accordingly.  IBM 
would  write  and  say,  'We  paid  46%'; 
some  railroad  would  say,  'We  paid 
10%.'  I'm  not  sure  management  would 
like  that  at  all." 

In  fact,  Surrey  has  a  caution  for 
businessmen:  They  might  not  like  it 
at  all  if  we  went  to  a  system  whereby 
double  taxation  was  reduced  or  elim- 
inated. "Businessmen,"  he  says,  "want 
to  give  shareholders  a  tax  credit  for 
dividend  income,  but  economists  want 
to  make  shareholders  pay  a  tax  on 
retained  earnings.  These  are  very  dif- 
ferent concepts  that  I  don't  think  ei- 


ther side  has  thought  through  yet." 
Under  the  system  businessmen  fa- 
vor, the  dividends  they  pay  to  share- 
holders would,  in  effect,  be  tax  free. 
But  under  the  system  that  many  econ- 
omists favor,  the  biuden  of  the  cor- 
porate tax  would  simply  be  shifted 
from  corporation  to  shareholders;  the 
shareholders  would  have  to  declare 
their  share  of  corporate  profits  on  their 
own  tax  returns,  whether  the  profits 
were  paid  out  or  not.  The  net  result 
might  be  to  make  investing  less  at- 
tractive to  well-to-do  individuals  rath- 
er than  more  attractive.  Says  Surrey: 
"This    area   needs    lots   more    study." 

Chipping  Away 

If  Carter  embraces  Surrey's  philoso- 
phy, there  could  be  bad  news  for 
homeowners  and  realtors.  Surrey  has 
strong  ideas  on  what  he  calls  "hori- 
zontal equity."  This  means  that  two 
taxpayers  with  the  same  incomes 
should  be  paying  the  same  tax.  At 
present,  if  one  owns  a  home  and  the 
other  doesn't,  the  homeowner  pays 
much  less  in  taxes,  because  his  inter- 
est and  local  taxes  are  deductible. 
Surrey  would  change  this  either  by  do- 
ing away  with  deductions  or  by  lim- 
iting them— and  compensating  by  re- 
ducing everybody's  tax  rate. 

Says  he:  "If  we  could  chip  away  at 
a  whole  group  of  itemized  deductions, 
we  could  have  a  much  fairer  system." 
Replacing  deductions  with  direct  sub- 
sidy programs,  he  feels,  keeps  benefits 
from  being  concentrated  among  peo- 


ple with  the  higher  incomes.  Mortgage 
interest,  for  example,  is  relatively  less 
costly  for  a  man  in  the  50%  bracket 
than  for  someone  whose  tax  rate  is 
25%.  Low-income  housing  assistance 
—if  it  works— could  skew  benefits  in 
the  opposite  direction. 

Surrey  does  ofi^er  one  consolation. 
He  no  longer  feels  it  is  practical 
to  try  to  do  away  with  lavish  ex- 
ecutive perquisites.  The  old  Kennedy 
tax  bill  was  besieged  with  protests 
about  that.  As  a  consequence,  legiti- 
mate entertainment  remains  deduct- 
ible—though more  record-keeping  is 
required.  Tight  per  diem  limits, 
which  the  domestic  travel  industry 
supported,  exist  only  for  overseas 
conventions. 

Of  course,  Surrey  still  sees  these 
corporate  "perks"  as  taxpayer-subsi- 
dized consumption,  but  he  isn't  hope- 
ful about  radical  change.  "There 
would  be  tremendous  opposition  from 
airlines,  from  hotels,  from  restaurants 
and  all  sorts  of  very  powerful  people," 
he  sighs. 

That  comment  sums  up  Surrey's 
thoughts  on  reform:  Concentrate  on 
pushing  changes  in  areas  where  Con- 
gress has  already  moved— in  areas  that 
affect,  chiefly,  the  very  rich.  Chip- 
ping away  at  tax  preferences  that 
benefit  large  numbers  of  people  puts 
a  politician  on  very  uncertain  ground. 
Surrey  knows.  He  once  attempted  to 
redo  the  whole  tax  system  in  one 
great  bill.  And  Congress  handed  him 
his  head.  ■ 


Has  Factory-Built  Housing 
Finally  Come  Into  Its  Own? 


Some  mobile-home  assembly  lines  are 
turning  out  something  very  diflPerent 
from  the  traditional  aluminum  boxes 
littering  the  landscape.  It  looks  like  a 
house;  it's  as  big  and  as  comfortable 
as  a  house;  it's  structurally  as  sohd 
as  a  house;  and  it  gets  put  on  a 
permanent  foundation  by  a  home- 
builder  and  sold  as  real  estate  with  a 
30-year  mortgage,  as  does  a  house. 

In  fact,  it  is  a  house,  but  it  sells 
for  a  mere  $25,000  to  $30,000.  Few 
new  homes  can  be  built  at  that  price 
today;  the  median-priced  convention- 
al home  costs  $44,315. 

The  big  stumbling  block  has  been 
financing.  Jn  the  past,  with  very  rare 
exceptions,  lenders  sniffed:  Trailers, 
that's  all  doublewides  are— slums-in- 
the-making.  Therefore,  they  had  to 
be  financed  with  chattel  loans— in 
principle,  auto  loans— on  increasingly 
long  terms,  but  still  not  on  the  20-to- 


30-year  terms  of  conventional  housing. 

But  thanks  to  the  Veterans  Adminis- 
tration—of all  people— that's  changing. 
Eager  to  find  housing  for  middle-in- 
come and  low-income  veterans,  the 
VA  energetically  broke  the  ice.  It  not 
only  qualifies  the  concept  for  VA 
mortgages,  it  even  helps  builders  with 
the  paperwork  for  meeting  federal 
standards  for  housing,  and  for  getting 
FHA  loans  as  well— not  to  mention 
helping  mobile-home  makers  and  tract 
developers  get  together  on  design  and 
marketing.  For  the  mobile-home  mak- 
ers all  this  is  an  old  dream  come 
true:  The  world  is  beginning  to  call 
what  they  produce  real  estate. 

There  is  no  real  reason  it  shouldn't 
be  called  real  estate.  What  is  involved 
is  what  the  trade  calls  "doublewides" 
—two  factory-built  units  fitted  togeth- 
er as  a  single,  houselike  structure. 
Doublewides  aren't  new;  they're  29% 


of  the  mobile-home  market  and  com- 
monplace in   Florida   and  the   West. 

But  new,  tougher  standards  for 
mobile  homes  mean  it's  now  economi- 
cally feasible  to  build  doublewides 
that  meet  building  codes  for  perma- 
nent structures  on  the  same  assembly 
line  as  their  purely  mobile-home 
brethren.  Some  builders,  notably  Nor- 
beck  Development  Associates  of 
Chevy  Chase,  Md.,  have  adapted  the 
concept  to  tract  building  so  well  that 
they  can  offer  low-cost  housing  com- 
parable to  conventional  homes  cost- 
ing several  thousand  dollars  more. 

What  is  new  is  the  VA's  effecti\  e- 
ness,  so  rare  among  bureaucracies.  "I 
tell  my  field  officers,"  growls  loan 
guaranty  service  director  Robert  C. 
Coon,  "  'Get  builders  to  build,  lenders 
to  lend.  Do  it  under  $30,000.  Find 
out  how  to  make  it  work;  don't  look 
for  ways  it  can't  work.'  " 

And  ff  a  bureaucrat  drags  his  heels, 
as  per  tradition?  "Oh,  I  call  him  up 
on  the  phone,"  says  Coon  smoothly, 
"and  we  have  a  little  chat." 

After  all  the  false  starts,  is  factory- 
built  housing  finally  on  the  track?  ■ 
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Troubles  In  Tireland 

Radial  tires  have  been  more  of  a  bane  than  a  blessing 
to  U.S.  tiremakers.  it  may  take  a  bundle  of  cash  for 
new  equipment  to  fix  the  problem. 


All  is  not  well  in  Akron.  The  prob- 
lem is  the  radial  tire— a  marketing  suc- 
cess but  a  profit  disappointment. 

The  heavily  advertised,  premium- 
priced  radials  now  account  for  two- 
thirds  of  the  original-equipment  tire 
market  and  more  than  one-third  of 
the  far  larger  replacement-tire  mar- 
ket. That's  up  from  a  mere  6%  in  each 
market  in  1972.  Clearly,  the  tire 
companies  have  been  able  to  make 
people  buy  radials.  But  it  is  now  be- 
coming just  as  clear  they  are  having 
trouble  making  the  tires. 

Signs  of  trouble  of  some  kind  are 
beginning  to  show  up  even  in  their 
consolidated  profits.  Profits  for  the 
major  tire  companies  have  been  wob- 
bling downwards  for  the  last  few 
years,  even  while  sales  of  high-priced 
radials  soared.  Undoubtedly,  lower  au- 
tomobile sales  and  strikes  caused  some 
of  the  drop.  But  two  recent  moves  by 
Goodyear  strongly  suggest  radials  are 
causing  more  problems  than  the  com- 
panies care  to  admit. 

In  October,  in  what  amounts  to  a 
major  marketing  shift,  Goodyear  quiet- 
ly dropped  two  guarantees  that  have 
been  standard  features  of  tire  selling 
since  the  1920s.  Goodyear  will  no 
longer  replace  tires  that  wear  out  be- 
fore a  certain  number  of  miles  nor 
will  it  replace  tires  damaged  by  road 
hazards  such  as  potholes  or  broken 
bottles.  Within  days,  most  U.S.  tire- 
makers  followed  Goodyear 's  lead,  say- 
ing that  early  in  the  New  Year  they, 
too,  would  avoid  mileage  and  road 
hazard  guarantees  and  would,  instead, 
strictly  limit  guarantees  to  materials 
and  workmanship.  While  the  tire 
firms  say  the  timing  is  pure  coinci- 
dence and  has  nothing  to  do  with  ra- 
dials, they  admit  that  savings  from  not 
replacing  tires  will  aid  their  profits. 

Then,  last  month,  Goodyear  an- 
nounced it  would  spend  $69  million 
expanding  its  Gadsden,  Ala.  plant. 
Goodyear  Chairman  Charles  J.  Pil- 
liod  Jr.  simply  said  that  in  1978,  when 
the  job  is  finished,  his  Gadsden  plant 
would  "be  unsurpassed  in  technologi- 
cal innovation  to  insure  production  of 
the  finest  tires  that  can  be  built."  Un- 
said, but  easily  inferred  by  insiders,  is 


the  real  point:  Goodyear  is  putting 
in  new  tire-building  equipment  be- 
cause it  is  having  trouble  building  ra- 
dials satisfactorily  in  existing  plants. 
No  other  explanation  makes  sense. 
The  tire  industry  is  still  licking  its 
wounds  from  last  summer's  bitter 
strike.    Despite   the   temporary   short- 
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$69-Million  Question:  Was  Goodyear's 
Pilliod  launching  a  big  expansion  to 
leave  Michelin  behind?  Or  was  he 
merely  trying  to  catch  up? 

ages  the  strike  caused,  the  last  thing 
it  wants  is  a  capital-spending  spree 
for  plant  expansions  or  new  equip- 
ment. Even  with  plants  working  hard 
to  replenish  depleted  inventories,  in- 
dustry talk  is  more  often  about  closing 
rather  than  expanding  plants. 

The  French  invented  the  radial 
and  Akron  has  never  taken  kindly  to 
it.  "You  need  sophisticated  equip- 
ment and  your  workers  must  be 
more  exact,"  says  President  James  H. 


Miller  of  General  Tire  &  Rubber's  tire 
division,  explaining  why  steel-belted 
radials  are  a  lot  tougher  to  build  than 
conventional  bias-ply  or  bias-belted 
tires.  For  example,  most  radials  re- 
^  quire  20  different  components;  the 
bias-ply  takes  half  that  number.  In- 
sisting upon  craftsmanship  in  an  in- 
dustry geared  to  mass  production 
isn't  easy,  but  with  radials  it's  essen- 
tial. As  one  knowledgeable  tireman 
puts  it,  "A  radial  tire  soon  looks  like 
a  hula-hoop  with  an  S-curve  if  the 
steel  belt  isn't  correctly  centered." 

Radials  also  need  greater  care 
when  driven,  something  most  U.S. 
drivers  don't  seem  to  worry  about. 
"The  bias  tire,"  says  President  Patrick 
Ross  of  B.F.  Goodrich's  tire  division, 
"was  very  forgiving."  Not  so  the  ra- 
dial. If  wrongly  inflated,  badly  aligned 
or  roughly  driven,  the  radial  tire  will, 
according  to  many  tire  dealers,  cause 
excessive  vibration,  fail  to  last  the 
40,000  miles  most  tiremakers  used  to 
guarantee  and  in  many  cases  even 
thiow  off  tread  or  blow  out  its 
thinner  sidewalls. 

As  an  alternative  to  the  radial,,  the 
U.S.  tire  firms  led  by  Goodyear  had 
spent  heavily  in  the  late  1960s  to 
change  their  production  lines  to 
make  glass-belted,  bias-ply  tires.  But 
in  the  early  1970s  when  Detroit  be- 
gan insisting  on  radials— in  part  be- 
cause they  supposedly  lasted  longer 
while  helping  to  lower  gas  consump- 
tion—the tire  companies  had  little 
choice.  Scrambling  madly,  they  paid 
millions  more  to  reequip. 

It  is  for  such  reasons  that  Good- 
year may  have  had  no  choice  but  to 
expand  its  Gadsden  plant.  Michelin, 
the  world's  leading  producer  of  ra- 
dial tires,  has  not  withdrawn  its 
40,000-mile  warranty  on  its  X  and  ZX 
radials  (nor  has  Sears,  whose  Road- 
master  brand  radial  is  made  by  Mi- 
chelin). With  two  plants  operating  in 
South  Carolina  and  one  old  Gates 
Rubber  Co.  factory  under  conver- 
sion in  Colorado,  Michelin  will  prob- 
ably do  $450  million  of  its  $3-billion 
worldwide  passenger  tire  sales  in  the 
U.S.  this  year.  That's  roughly  e(}ual  in 
U.S.  sales  to  Goodrich,  the  industry's 
No.  Four  producer  (after  Goodyear. 
Firestone  and  Uniroyal). 

The  question  is,  can  the  other  tirr- 
inakers  resist  following  Go(xlyear's 
lead  in  reequipping  for  radials?  Not  if 
they  seriously  want  to  retain  their 
market  .shares,  you  can  bet.  By  1980, 
fully  half  of  all  tires  produced  in  th(> 
U.S.  are  expected  to  be  radials.   ■ 
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The  Education 
Of  Bob  Marbut 


In  which  a  Harvard  B-School  graduate  learns 

that  in  applying  management  techniques  it  isn't  wise 

to  ignore  your  people  and  your  products. 


A  WRITER  at  The  Harvard  Crimson 
once  claimed  that  all  RadclifFe  girls 
could  be  discussed  in  terms  of  three 
flavors  of  ice  cream:  chocolate,  lime 
and  peach.  It's  like  that  with  newspa- 
pers, though  they  come  in  vanilla. 

There  are  the  chocolate  newspa- 
pers, serious-minded  journals  as  fat  as 
The  New  York  Times  and  The  Wash- 
ington Post,  as  slim  as  The  Harvard 
Crimson  or  the  old  Wilmington  ( Del. ) 
News.  These  outfits  think  of  them- 
selves as  a  fourth  branch  of  govern- 
ment. Per-share  earnings  are  an  em- 
barrassment to  their  staffs,  if  not  to 
their  managements. 

Then  there  is  vanilla.  Vanilla  news- 
papers tend  to  belong  to  chains  like 
Newhouse  and  Gannett.  They  care  at 
least  as  much  for  the  balance  sheet 
as  for  the  front  page.  Vanilla  news- 
papers need  not  be  bland  {The  Wall 
Street  Journal  is  vanilla  but  far  from 
bland),  but  they're  always  profitable. 

Finally,  there  are  those  family  sa- 
trapies run  for  the  hell  or  glory  of  it 
by  persons  with  their  minds  neither 
entirely  on  deep-think  nor  on  the  bot- 
tom line.  These  are  purely  local  prod- 
ucts, more  interested  in  making  an  im-  ^ 
pact  on  their  readers  than  on  the 
Pulitzer  Prize  committee  or  on  the 
White  House.  The  Bingham  family's 
Louisville  Courier-Journal  is  the  pro- 
totype of  this  last  sort,  or  perhaps  the 
Riverside  (Calif.)  Enterprise.  Call 
these  the  peach  variety. 

Peach  is  what  Harte-Hanks  News- 
papers Inc.  used  to  be.  But  for  the 
past  six  years  management  has  been 
bleaching  the  peach,  trying  to  make 
it  vanilla.  It  has  succeeded  pretty 
well:  With  $8  million  in  profits  on 
$91  million  in  sales  last  year,  the 
chain    earned   about    12%   on   equity. 

From  the  day  old  man  Houston 
Harte  bought  The  San  Angelo  (Tex.) 
Evening  Standard  in  1920,  what  grew 
to  be  the  Harte-Hanks  chain  had  a 
certain  personality.  They  were  Texas 
newspapers  that  reflected  the  values 
of  the  founding  father,  who  started 
out  as  a  reporter  for  the  Los  Angeles 
(Calif.)  Examiner  in  1912. 

Then  in  1969,  as  Harte's  son.  Chair- 
man  Houston  H.    Harte,   49,  recalls. 


"My  brother  Ed  [now  53,  the  publish- 
er of  the  Corpus  Christi  Caller-Times] 
and  I  looked  each  other  in  the  eye.  If 
either  of  us  died.  ..."  Death  was 
scarcely  at  the  doorstep.  Profits  were 
about  $1.5  million  (no  one's  quite 
sure,  because  each  paper  kept  its 
books  separately).  But  several  prob- 
lems were  coming  all  at  once.  Tech- 
nology was  changing  so  fast  that  it 
was  easy  to  make  multimillion-dollar 
mistakes;  Houston  Harte's  eldest  son 
had  gone  counterculture  in  Colora- 
do; the  tax  laws  were  closing  in;  and 
there  were  labor  problems.  "So  we 
hired  us  some  smart  Harvard  MBAs 
as  consultants  to  tell  us  what  to 
do.  .  .  .  We'd  always  been  country 
boys,"  says  Harte. 

The  consultants  came  up  with  a 
twofold  plan:  Go  public  in  order  to 
ease  estate  problems,  and  come  up 
with  a  professional  manager  to  ease 
going-public  problems. 

Robert  G.  Marbut,  now  41,  a  Har- 
vard Business  School  graduate,  hap- 
pened along  at  just  the  right  moment. 
He  had  come  from  Copley  Newspa- 
pers, where  he  was  corporate  director 
of  engineering  plans.  He  sought  the 
Hartes'  backing  for  a  publishing  ven- 
ture of  his  own.  They  suggested  he 
run  their  company  instead. 

So  there  was  Marbut,  all  B-School 
— eamings-per-share,  computers,  la- 
bor relations  and  Future  Shock. 

Marbut  marched  off  according  to 
the  old  "hydraulic  jack"  school  of 
management.  You  know,  jack  margins 
up,  pump  costs  down,  modulate  the 
information  flow— as  if  a  newspaper 
chain  were  a  simple  machine. 

So  far,  so  good.  But  Marbut  seemed 
to  have  forgotten  his  courses  on  hu- 
man relations.  He  was  so  fired  up  with 
theories  that  he  left  their  day-to-day 
implementation  to  his  vice  president 
of  operations,  also  from  Copley. 

Result:  Two  and  a  half  years  after 
he  arrived,  the  vice  president  who 
had  taken  the  heat  was  sacked. 
Though  Marbut  was  still  running  the 
company,  the  peach  boys  had  reas- 
serted themselves.  "It  hurt  us.  He  [the 
vice  president  of  operations]  was  a 
more  likable  guy  than  Marbut,"  says 


Price  And  Pride:  If  you're  rich,  like 
Harte  (right),  you  can  hire  someone 
like  Marbut  to  make  you  richer. 


Harte.  Marbut,  chastened,  stayed  on. 

"We  didn't  interfere  enough  be- 
cause earnings  went  up  real  good,  but 
Marbut  was  isolating  himself,"  is  the 
way  Houston  H.  Harte  recalls  it. 
"You  just  can't  go  around  the  place 
kicking  tails."  Put  differently,  Marbut 
went  too  fast  in  changing  peach  in- 
to vanilla. 

Otherwise,  Marbut's  ideas  were 
sound:  He  wanted  a  modern  control 
system.  He  wanted  market  research. 
He  wanted  more  "lifestyle"  and  ser- 
vice articles  for  young  readers. 

He  took  sleepy  little  papers  like  the 
Hamilton  ( Ohio )  Journal-News— 
which  had  no  Stmday  paper,  which 
hadn't  solicited  a  subscription  since 
1945,  which  wouldn't  accept  adver- 
tising from  outside  its  territory  when 
Harte-Hanks  went  outside  Texas  for 
the  first  time  in  1971  to  buy  it— and 
turned  them  into  aggressive  market- 
ing vehicles   tailored   for   advertisers. 

All  this  has  gone  down  very  well 
with  Wall  Street  analysts:  At  around 
$25  a  share,  Harte-Hanks  now  com- 
mands a  nice  multiple  on  this  year's 
estimated  earnings  of  $2.25  or  more  a 
share.  Two  profitable  TV  stations— 
and  plans  to  buy  a  third— help. 

These  days  Marbut  puts  a  bit  of 
peach  in  with  his  vanilla  and  under- 
stands that  while  a  newspaper  can 
be  a  profit  center,  it  has  to  be  a  news- 
paper, too.  But  he  hasn't  been  swept 
away  by  the  mystique  of  journalism. 
Says  he:  "All  this  talk  of  freedom  of 
the  press  is  just  mental  masturbation 
unless  people  read  your  papers."  ■ 
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Your  Bell  Account  He^, 
systems  planner  ca 


San  ao  wnai  no  oiner 
o.  Pick  our  brains. 


Get  your  key  people  to  discuss  their  communications 
problems  with  a  Bell  Account  Representative  and  there's  no 
telling  where  it  will  lead. 

Your  problems  may  get  to  the  ear  of  a  Marketing 
Manager  at  AT&T  Or  a  scientist  at  Bell  Labs.  Or  an  engineer 
at  Western  Electric.  Or  a  long  distance  telecommunications 
specialist  at  AT&T  Long  Lines. 

The  system  we  work  out  for  you  may  involve  specialists 
in  data  transmission,  voice  transcription,  all  kinds  of 
communications  services.  For  your  Account  Rep  has  the 
resources  of  the  world's  most  experienced  communications 
company  to  draw  on.  And  when  we  recommend  a  system, 
you're  getting  our  best. 

You're  also  getting  our  commitment  of  total 
responsibility.  We  not  only  design  your  system,  we  install  it 
and  maintain  it.  And  when  it  serves  your  interest  best,  we 
draw  upon  reliable  outside  sources  to  assure  that  you  get 
exactly  the  system  you  require. 

Invite  a  Bell  Account  Representative  to  the  table  where 
your  key  people  bring  their 
communications  problems. 
Then  watch  an  expert 

brain-picker  go  to  work  to  Bi^lP*ll"  ■■•i^^' 

help  solve  them  for  you.  wlBILIT  ■■ 


TOTAi--. 
BESPON 


(S)  Bell  System 


Numbers  Game 


Oh  Well, 

It  Could  Have  Been  Worse 

The  U.S.  Treasury  wants  to  slug  our  multinational 
corporations  with  an  extra  half-billion  in  taxes. 
The  companies  may  be  able  to  recover  some  of  the  difference 
out  of  taxes  they  pay  to  foreign  governments.  Maybe. 


By  LAWRENCE  MINARD 

Two  YEARS  AGO  the  Treasury  pro- 
posed guidelines  telling  U.S. -based 
multinational  corporations  how  to  al- 
locate several  of  their  most  costly 
business  expenses.  All  hell  broke  loose. 
"Harassment!"  charged  Thomas  E. 
Jenks,  partner  in  the  prestigious  Wash- 
ington, D.C.  law  firm  of  Lee,  Toomey 
&  Kent.  "A  bum  deal,"  echoed  Robert 
C.  Grover,  director  of  taxes  for  St. 
Regis  Paper. 

Times  and  tones  change.  Here 
comes  the  Treasury  again,  proposing 
an  amended  set  of  the  same  guide- 
lines. If  approved,  as  expected,  these 
guidelines  could  add  between  $300 
million  and  $700  million  a  year  to 
U.S.  multinationals'  $2.3-billion-a- 
year  federal  tax  bill,  according  to 
Treasury  estimates.  But  after  exten- 
sive lobbying,  the  companies  are  no 
longer  squawking.  Says  Grover,  "We 
feel  we  can  live  with  them." 

The  basic  question  is  one  of  foreign 
tax  credits.  With  few  exceptions,  a 
multinational  corporation  must  pay  in- 
come taxes  wherever  it  operates 
abroad.  It  must  pay  again  when  it 
brings  the  profits  to  the  U.S.  To  pro- 
tect the  companies  from  double  tax- 
ation, U.S.  law  permits  them  to 
credit,  against  their  U.S.  income  tax 
bills,  tax  money  already  paid  to  for- 
eign governments.  That's  fair  enough. 

The  argument  comes  over  the  ques- 
tion of  deciding  where  a  given  dollar 
is  earned.  The  U.S.  Government  sus- 
pects that  companies  save  on  U.S. 
taxes  by  allocating  too  much  of  their 
'esearch  and  development,  interest 
cost  and  supervisory  expenses  to  their 
domestic  operations  and  not  enough 
to  the  foreign  operations. 

This  is  where  the  new  guidelines 
come  in.  They  tell  companies  pre- 
cisely which,  and  in  what  amount, 
deductions  are  to  be  allocated  to  for- 
eign-source income.  They  greatly  re- 
duce management  discretion  in  ma- 
nipulating their  foreign  source  income 


in  order  to  get  maximum  foreign  tax 
credits.  The  guidelines  will  be  espe- 
cially hard  on  companies  with  heavy 
research  and  development  costs,  be- 
cause allocating  R&D  has  been  so 
much  a  matter  of  interpretation.  Es- 
pecially affected  will  be  the  interna- 
tional drug,  business  machine  and 
paper  companies.  Because  these  com- 
panies likely  will  have  to  allocate 
more  expenses  abroad,  the  guidelines 
could  reduce  the  companies'  for- 
eign tax  credits,  and  so  ultimately 
reduce  their  aftertax  profits. 

Then  why  aren't  the  companies 
screaming,  as  they  were  two  years 
ago?  The  answer  is:  The  new  pro- 
posed guidelines  require  the  multina- 
tionals to  allocate  much  smaller 
amounts  overseas  than  did  the  earlier 
guidelines.  According  to  Treasury  es- 
timates, the  guidelines  of  two  years 
back  could  have  cost  the  companies 
$1.5  billion  in  additional  U.S.  taxes. 
The  cost  of  the  new  guidelines  is 
estimated   at  less   than   $700  million. 

Experts'  Bonanza 

Look,  for  example,  at  the  required 
allocation  of  research  and  develop- 
ment expenses.  The  earlier  guidelines 
would  have  forced  the  companies  to 
allocate  R&D  costs  using  a  percent- 
age-of-sales-abroad  method.  Thus, 
with  some  57%  of  its  1975  sales  made 
abroad,  drug-maker  Pfizer  Inc.  would 
have  had  to  allocate  57%  of  its  $79- 
million  research  and  development 
costs  (or  $45  million)  abroad.  But 
the  new  guidelines  would  allow  Pfiz- 
er automatically  to  apportion  50%  of 
its  research  and  development  ex- 
penses to  U.S.  source  income  next 
year.  (However,  that  floor  falls  to  30% 
in  1979.)  After  the  automatic  allo- 
cation, Pfizer's  tax  experts  can  use  a 
variety  of  formulas  to  make  the  resid- 
ual still  lower. 

According  to  Thomas  Jenks,  the 
Wa.shington  lawyer  who  lobbied  so 
diligently  against  the  earlier  guide- 
lines: "The  very  worst  result  a  com- 


pany can  be  faced  with  next  year  un- 
der the  new  regulations  is  to  allocate 
one-fourth  as  much  of  research  and 
development  abroad  as  the  earlier  reg- 
ulations would  have  required."  In 
Pfizer's  case,  then,  the  new  guidelines 
could  require  a  maximum  overseas 
allocation  of  R&D  costs  of  just  $11.3 
million,  much  better  than  the  $45 
million  under  the  earlier  guidelines. 
The  companies  won  less  extensive  im- 
provements on  interest  cost  allocation; 
the  earlier  rules  on  supervisory  costs 
remain  unchanged. 

What's  the  big  deal  here?  So  what 
if  our  multinationals  must  report  low- 
er foreign  income?  Won't  that  simpl>' 
reduce  their  foreign  tax  liabilities? 

The  companies  say  no.  They  argue 
that  the  new  guidelines,  like  the  old 
ones,  will  expose  them  to  the  double 
international  taxation  that  the  foreign 
tax  credit  is  supposed  to  guard 
against.  The  reasoning  is  that  foreign 
tax  collectors  will  not  accept  the  al- 
locations decided  upon  by  Uncle  Sam. 
"What  you'll  find,"  says  Jenks,  "is  a 
number  of  foreign  governments  who 
will  claim  that  certain  expenses  are 
for  the  benefit  of  U.S.  stockholders, 
or  the  U.S.  economy.  So  those  govern- 
ments will  say  the  deductions  should 
he  taken  against  U.S.  income,  not  for- 
eign income."  For  example,  German 
tax  collectors  might  well  disallow  re- 
search and  development  deductions 
taken  against  sales  in  Germany  if  the 
research  and  development  was  carried 
out  in  New  Jersey. 

To  its  credit,  the  Treasury  is  work- 
ing to  negotiate  tax  treaties  ensuring 
uniform  worldwide  tieatment  of  the 
multinationals'  deductions.  But  such 
negotiations  take  years,  and  the 
Treasury  seems  in  no  particular  rush. 

Btit,  as  we  said,  the  coiporations 
are  accepting  the  new  guidelines  more 
or  less  quietly.  As  international  tax 
lawyer  Jenks  puts  it:  "My  feeling  is 
that  the  companies  feel  they've  got 
about  as  good  a  deal  as  they're  like- 
ly to  get."  ■ 
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1bday^  Babcock& Wilcox. 

I  Wel^  a  lot  more  than  a 
power  in  power  generation. 


»ading  a  lathe  with  extra  work.  Our  Auto- 
ated  Machine  Division  has  developed  an 
tomatic  loader,  capable  of  handling  diam 
srs  up  to  9"  and  parts  up  to  80  pounds, 
at  significantly  increases  the  capacity 
id  efficiency  of  lathe  operations. The 
vision  is  also  a  leading  manufacturer  of 
oach  machines,  transfer  lines  and 
tting  tools. 


Keeping  ash  out  of  the  atmosphere.  In  producing 
electricity,  fly  ash  is  often  generated  along  with  the 
power.  Keeping  it  from  escaping  is  a  job  for  B&W 
electrostatic  precipitators.  99%+  efficient,  they  traf 
ash  as  it  goes  up  the  stack,  then  force  it  to  the  floor 
where  it  can  be  collected  and  carted  away.  Perform 
ance  like  this  has  helped  make  us  a  major  designer 
and  manufacturer  of  pollution  control  equipment 

serving  a  wide  variety 

of  industries. 


Drawing  steam  from  the  sun.  Teamed 
with  Honeywell,  Black &Veatch, 
Research  Inc.  and  Northern  States 
Power  Company,  B&W  is  designing  an 
experimental  boiler  for  ERDA  that  will 
operate  on  solar  power.  Further  research 
calls  for  such  a  boiler  to  be  located  atop 
a  1500' tower. The  boiler  will  receive 
solar  heat  reflected  upwards  from  mir- 
rors whose  angles 
will  continually 
change  with  the 
course  of  the  sun. 
While  bulk  produc- 
tion of  electricity 
from  solar  power  is  a 
long  way  off,  projects 
such  as  this  will  help 
solve  many  technical 
obstacles. 


powder  that  substitutes  for  coke. 

3intly  developed  by  B&W  and 
rmco  Steel,  a  system  for  inject- 
ig  pulverized  coal  into  blast 
jrnaces  has  been  used  for  three 
ars  at  Armco's  Ashland,  Ky.  plant. 

f'  substituting  cheaper  coal  for 
pensive  coke,  the  system  has 
hieved  substantial  fuel  cost 
vings. 


We've  got  it  all  under  control.  Supertankers 
like  the  TT  Brooklyn  benefit  from  a  com- 
plete combustion  control  system  manufac- 
tured by  our  Bailey  Meter  subsidiary.  In 
addition  to  the  marine  market,  Bailey 
produces  computer-based  control  systems 
for  both  the  utility  and  process  industries. 


Babcock&Wilco> 

161  EAST  42ND  ST.,  NEW  YORK,  NY  10017 


'^  Wth  our 

online  data  base 

here  at  Davison, 

we  respond  to 

customer  needs 

three  times  faster." 


Davison's  Charles  E.  Brookt 


In  othei 


^ 


I 


"With  our  IBM  online  data  base  system, 
we  now  typically  report  laboratory  test 
results  in  a  single  day,  instead  of  three 
days,"  says  Charles  E.  Brookes,  president 
of  Davison  Chemical,  a  division  of  W.R. 
Grace  &  Co. 

"At  the  same  time,  the  system  has 
allowed  us  to  increase  our  volume  of  tests 
by  24%  without  any  increase  in  overhead," 
he  adds. 


Laboratory  testing  is  vital  to  Davison, 
since  a  sample  of  every  company  product— 
mostly  catalysts  for  petroleum  and  indus- 
trial use— must  be  chemically  analyzed  be- 
fore each  shipment.  The  data  base  system 
keeps  laboratory  and  marketing  personnel, 
as  well  as  the  firm's  customers,  up  to  the 
minute  on  over  360,000  tests  performed 
annually. 

Some  of  these  tests  determine  the 
status  of  catalysts  already  in  use  in  petro- 
leum refineries  and  elsewhere.  "We  can 
now  provide  the  results  of  such  analyses  to 
our  customers  far  more  quickly,  aiding 
them  in  making  timely  decisions  involving 
millions  of  dollars  in  refinery  runs,"  says 
Mr.  Brookes. 

One  source  for  data* 

An  online  data  base  organizes  large 
volumes  of  information  and  gives  people 
at  computer  terminals  swift  access  to 
it.  Needed  data  can  be  quickly  obtained, 
modified  and  updated.  New  data  can  also 
be  added  to  the  base  through  terminals. 

At  Davison,  the  data  base  contains  all 
relevant  information  relating  to  laboratory 


AVERAGE  TIME  FOR 
REPORTING  TEST  RESULTS 

Before 
data  base 


operations,  including  types  of  analyses, 
methods  and  costs,  product  samples  and 

test  results.  It  runs 
on  a  System/370 
Model  135  at  Balti- 
more headquar- 
ters and  can  rap- 
idly be  accessed 
through  IBM  vis- 
ual terminals  and 
keyboard  printers. 


3  days 


With 
data  base 


1  day 


"We  respond  to  some  7,000  customer 
inquiries  a  month  through  the  visual  dis- 
plays, giving  them  needed  information  with 
one  phone  call,"  says  Mr.  Brookes. 

Bypassing  paperwork 

One  major  benefit  of  the  system  is  that 
it  has  freed  laboratory  personnel  from 
numerous  time-consuming  clerical  tasks. 

"Three-quarters  of  all  paperwork  has 
been  eliminated,"  reports  Mr.  Brookes. 
"The  computer  now  automatically  calcu- 
lates laboratory  charges,  prints  labels  for 
samples  and  produces  periodic  reports  on 
operations.  It's  allowed  our  professionals 
to  concentrate  on  their  real  jobs." 

Data  base  systems  are  one  of  a  number 
of  ways  IBM  extends  the  power  of  the  com- 
puter to  people  who  need  it.  For  more 
information,  call  your  IBM  Data  Process- 
ing Division  marketing  representative.  Or 
write  for  "Data  Base  Systems:  The  Busi- 
ness Benefits"  to  IBM  Corporation,  Dept. 
83F,  1133  Westchester 
Avenue,  White   Plains, 

New  York  10604 .  OaU  Processing  Division 


IBM 


tvords,  results 


GBNENl  THE  SKITS  IK  imT. 


Things  are  looking  up  for  Portland 
cement,  the  key  ingredient  in  con- 
crete. Concrete  skyscrapers  get 
taller  and  taller.  Architects  and 
builders  keep  finding  ingenious 
new  uses  for  this  versatile  building 
material. 

Today's  manufacturers  of  cement 
have  ample  reason  for  optimism. 
Excess  capacity  is  no  longer  the 
problem  it  was.  Long-range  trends 
are  favorable. 

As  the  leading  cement  producer  in 
the  entire  Western  Hemisphere, 
Lone  Star  Industries  is  in  a  unique 
position  to  take  advantage  of  this 
situation. 

Beyond  this,  Lone  Star  is  also 
deeply  committed  to  another  field 
that  has  shown  strong  growth. 
We're  a  leading  retail  distributor  of 
do-it-yourself  building  materials, 
through  a  network  of  Home  Care 
Centers. 

Two  industries  with  bright 
prospects.  And  Lone  Star  is  well 
positioned  in  both  of  them.  We  call 
that  being  in  the  right  place  at  the 
right  time. 

If  you'd  like  to  know  more  about  us, 
write  to  us  at  One  Greenwich  Plaza, 
Greenwich,  Connecticut  06830. 


IHDUSTRIES. . .  IN  THE  RIGHT  PLACE  AT  THE  RIGHT  TIME 


The 
Politics  Of  The  F-16 

The  Air  Force's  newest  jet  is  more 
than  a  hot  new  fighter.  It's  a  watershed  event  in 
the  business,  marking  a  new  way— perhaps 
the  only  way  left— to  sell  new  planes  abroad. 


By  HAROLD  D.  WATKINS 

The  F-16,  the  new  jet  fighter  sched- 
uled for  service  with  the  U.S. 
Air  Force  and  four  NATO  alUes  in 
1978,  figures  to  be  one  hell  of  a  tough 
airplane  to  run  up  against  in  combat. 
A  veritable  flying  wedge,  its  wings 
flowing  silkily  from  the  fuselage,  the 
F-16  has  been  designed  by  General 
Dynamics  Corp.  to  fly  at  twice  the 
speed  of  soimd,  range  out  more  than 
500  miles  to  perform  a  mission  and 
return  to  base  without  refueling  and 
outdogfight  enemy  aircraft  in  the  sky. 
It  should  do  all  that.  General  Dynam- 
ics says,  for  a  mere  $4.5  million  a 
copy— one-third  the  cost  of  some  big- 
ger jobs  the- Pentagon  is  buying  these 
days  for  similar  roles. 

But  the  F-16  also  figures  to  be  one 
hell  of  a  tough  airplane  for  General 
Dynamics  to  produce.  In  a  drastic  de- 
parture from  traditional  practice,  the 
F-16  will  be  assembled  simultaneous- 
ly on  production  lines  in  three  coun- 
tries from  parts  made  by  at  least  90 
different  major  contractors  and  sub- 
contractors in  five  nations.  Even  the 
wings  and  parts  of  the  fuselage  for 
one-third  of  the  U.S.  versions  will  be 
built  abroad— the  first  time  major  com- 
ponents of  a  U.S.  military  aircraft  will 
be  imported.  It  all  adds  up,  says  Colo- 


nel Del  Jacobs,  deputy  director  of  the 
F-16  Systems  Program,  to  "the  most 
complex  manufacturing  vmdertaldng 
the  Air  Force  has  ever  attempted." 

The  reason  for  such  complexity 
couldn't  be  simpler.  It's  the  price  Gen- 
eral Dynamics  and  the  Pentagon  have 
Kad  to  pay  to  make  any  deal  at  all 
with  some  key  NATO  alhes.  An  of- 
fer of  a  joint-production  program  to 
Belgitmi,  Denmark,  the  Netherlands 
and  Norway  was  the  sine  qua  non, 
says  James  M.  Beggs,  executive  vice 
president  for  aerospace,  at  the  St. 
Louis  headquarters  of  General  Dy- 
namics. "If  we  had  not  offered  them 
a  satisfactory  coproduction  deal,  they 
would  have  bought  either  from  the 
French  or  the  Swedish,  despite  a  high- 
er price  and  lower  technology." 

Such  deal-making  shows  the  para- 
doxical, if  not  parlous,  shape  the  U.S. 
aerospace  industry  is  in  these  days. 
Other  nations  are  now  technologically 
sophisticated  enough  to  demand— and 
get— pieces  of  action  important  enough 
to  support  and  further  develop  their 
own  aerospace  industry.  At  the  same 
time,  the  U.S.  must  share  more  of  the 
business  on  new  programs  with  its 
own  customers  in  order  to  maintain 
the  leadership  it  still  clearly  has. 

There  is,  to  be  sure,  enough  busi- 
ness around  to  justify  all  the  effort. 


Commitments  from  Belgium,  Den- 
mark, the  Netherlands  and  Norway 
have  already  added  348  orders  to  the 
650  F-16s  the  U.S.  plans  to  buy  from 
General  Dynamics.  Other  orders  are 
in  view.  Iran  recently  signed  a  letter 
of  intent  for  as  many  as  160.  Assum- 
ing that  the  U.S.  Congress  comes 
through  with  funds  for  the  Air  Force 
and  that  Iran's  intent  is  converted  into 
a  contract,  the  1,158  F-16s  involved 
in  those  three  deals  alone  should  bring 
about  $6  billion  in  revenues  to  Gen- 
eral Dynamics,  the  prime  contractor, 
between  now  and  the  mid-1980s.  An- 
other $3  billion  will  pour  into  the 
Pratt  &  Whitney  Aircraft  group  of 
United  Technologies  Corp.,  which  is 
building  the  powerful  25,000-pound- 
thrust  FlOO  turbofan  engine  being 
used  on  both  the  single-engine  F-16 
and  the  twin-engine  F-15  fighter  being 
built  by  McDonnell  Douglas  Corp. 

And  there's  a  big  market  out  there. 
General  Dynamics  executives  claim, 
for  more  F-16s  to  replace  aging  air- 
planes in  fighter  fleets  aroimd  the 
world.  Down  at  the  immense  Fort 
Worth  division  plant,  where  the  near- 
ly deserted  mile-long  assembly  build- 
ing dwarfs  the  small  space  at  present 
devoted  to  production  work  on  eight 
test  versions  of  the  F-16,  Richard  E. 
Adams,  the  division  general  manager. 
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taps  his  slide  rule  in  his  palm  and 
says  laconically,  "We're  not  going  to 
be  happy  here  if  we  don't  sell  a  mini- 
mum of  3,000." 

But  along  with  such  pleasant  pros- 
pects come  some  high  risks.  General 
Dynamics'  fixed-price/ incentive  con- 
tract offers  a  potential  11%  basic  prof- 
it on  both  the  development  and  pro- 
duction programs  if  it  completes  its 
F-16s  at  the  target  cost.  Very  roughly, 
that's  a  potential  profit  of  some  $650 
million  to  $700  million  on  the  aircraft 
presently  ordered  or  planned.  Those 
earnings  drop  as  any  cost  overruns  oc- 
cur, and  if  the  costs  are  30%  higher 
than  the  target,  without  some  offset- 
ting changes  in  the  contract,  the  Air 
Force  says.  General  Dynamics  would 
just  break  even.  If  costs  went  higher 
than  that,  General  Dynamics  would 
go  into  the  red. 

With  all  those  companies  turning 
out  a  wide  variety  of  F-16  parts  and 
components  in  the  four  European 
countries,  it's  a  monumental  manage- 
ment job  with  a  monumental  opportu- 
nity for  screwups.  This  diverse  output 
must  not  only  get  to  the  assembly 
lines  in  Belgium  and  the  Netherlands 
—which  will  split  the  European  out- 
put of  348  F-16s  evenly  between  them 
—but  also  to  General  Dynamics'  Fort 
Worth  plant,  which  will  assemble  all 
650  U.S.  aircraft  as  well  as  any  or- 
dered by  other  countries. 

At  the  same  time,  key  pieces  will  be 
on  their  way  to  European  assembly 
lines  from  General  Dynamics  and  oth- 
er U.S.  sources,  where  they  will  be 
fitted  together  with  the  European 
parts  like  some  huge  aluminum  jig- 
saw puzzle. 

The  trick  in  all  this  will  be  not  only 
to  get  the  assorted  bits  and  pieces  to 
the  proper  assembly  plant  at  the  right 
time,  but  also  to  make  certain  that  a 
part  built  in  Fort  Worth  is  interchange- 
able, say,  with  the  same  part  built  in 
the  Netherlands.  One  thing  that  scares 
the  production  line  veterans  at  Gen- 
eral Dynamics  is  having  to  get  the 
European  lines  rolling  before  they've 
had  a  chance  to  debug  the  operation 
first  in  Fort  Worth.  The  first  produc- 
tion aircraft  for  the  U.S.  Air  Force  is 
scheduled  to  slip  off  the  assembly  line 
in  Texas  in  mid- 1978,  followed  only 
six  months  later  by  the  first  Euro- 
pean-assembled F-16. 

All  this  movement  of  parts  is  a  trib- 
ute to  the  hard  bargaining  of  the 
Europeans.  The  agreement  they 
squeezed  out  of  the  Americans  guar- 
antees them  enough  F-16  work  so  that 
at  the  end  of  production  of  the  998 
airplanes  planned  for  themselves  and 
the  U.S.  they  will  have  recouped  58% 
of  their  procurement  costs,  including 
the  added  cost  of  support  equipment 
and  spare  parts.  Even  without  further 


orders  from  themselves  or  the  U.S., 
if  there  are  1,000  orders  from  third 
parties,  the  Europeans  could  get  all 
their  more -than- $2 -billion  F-16  in- 
vestment back  in  subcontracts. 

Offsetting  purchases— backscratch- 
ing  deals— in  aerospace  components  is 
nothing  new,  of  course.  The  U.S.  has 
even  permitted  friendly  foreigners  to 
build  aircraft  from  our  blueprints. 
Four  European  countries  did  it  in  the 
early  1960s  with  the  Lockheed  F-104. 
The  Japanese  are  doing  it  now  with 
the  McDonnell  Douglas  F-4.  And  the 
F-16  deal  was  by  no  means  a  one- 
way street.  Using  its  own  bargaining 
muscle,  the  U.S.  arranged  to  receive 
at  least  $470,000  per  aircraft  from 
the  Europeans  to  help  defray  the  F-16 
development  costs. 

But  there  has  been  nothing  like  the 
F-16  for  the  magnitude,  intricacy  and 
immediacy  of  its  joint-production 
deal.  About  44%  of  the  dollar  value  of 
the  European  F-16s  will  be  produced 
in  those  countries.  Over  10%  of  the 
dollar  value  of  the  U.S.  F-16s  will  be 
foreign-made.  About  15%  of  F-16s 
built  for  other  countries  will  be  made 
in  Europe. 

Nor  is  the  deal-making  restricted 
to  military  aircraft.  There  is  now  a 
steady  flow  of  government  and  indus- 
try executives  shuttling  between  the 
U.S.,  Europe  and  Japan  to  discuss 
joint  ventures  in  new  transport  pro- 
grams. The  bustling  back  and  forth 
testifies  to  the  declining  position  of 
U.S.  manufacturers.  Until  now,  they 
have  supplied  90%  of  all  jet  transports 
to  the  non-Communist  world.  But  so 
costly  has  research  and  development 
become— as  much  as  $2  billion  to 
launch  a  major  aircraft  program— that 
it  is  beyond  bearing  by  one  company. 

Even  proud  Boeing  Co.,  which  it- 
self supplied  over  half  the  jet  trans- 


ports to  airlines  outside  the  Com- 
munist bloc,  intends  to  have  "some 
foreign  content  from  the  very  begin- 
ning" in  any  new  aircraft  program, 
according  to  T.A.  Wilson,  Boeing's 
chairman.  In  his  view,  the  U.S.  aero- 
space industry  is  in  that  unenviable 
spot  "between  a  rock  and  hard  place." 
The  "rock,"  he  said,  is  the  heavy  costs 
needed  to   develop   and  produce   so- 
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Plane  Dealing 

With  some  90  contractors  and  subcontractors  in 
five  nations  producing  parts  for  it,  the  F-16 
is  the  most  complex  manufacturing  undertaking 
the  U.S.  Air  Force  has  ever  attempted.  This 
drawing  shows  which  nations  are  doing 
what  on  the  European  version  of  the  F-16. 


BELGIAN 


FORBES,    DECEMBER    15,    1976 


63 


phisticated  new  aircraft.  The  "hard 
place"  is  the  difficulty  of  selling  U.S.- 
built  airplanes  to  airlines  controlled 
by  foreign  governments  that  also  have 
aerospace  industries  to  support. 

Boeing  already  has  signed  on  the 
Italians  as  junior  partners  in  its  new 
7X7  transport  ventiu-e  and  is  deep  in 
negotiations  with  the  Japanese  for  an- 
other piece  of  the  program.  Boeing  is 
also  talking  with  the  French,  British 
and  West  Germans  on  other  possible 
alliances. 

Other  major  U.S.  aerospace  com- 
panies already  have  gone  into  hands- 
across-the-sea  joint  ventures.  Among 
these,  General  Electric  has  set  up  a 
joint  operation  with  SNECMA  of 
France  to  build  a  new  transport  jet 
engine.  And  in  order  to  obtain  a  $700- 
million  contract  to  build  18  long- 
range  patrol  aircraft  for  Canada, 
Lockheed  recently  pledged  that  it 
and  its  suppliers  would  place  con- 
tracts worth  almost  $600  million  with 
Canadian  companies  and  try  to  buy 
another  $350  million  worth  of  Ca- 
nadian products. 

Sanford  N.  McDonnell,  chief  ex- 
ecutive officer  of  McDonnell  Doug- 
las Corp.,  clearly  has  mixed  feelings 
about  such  deals.  His  own  company 
is  negotiating  a  coproduction  plan 
for  an  advanced  version  of  a  French 
jet  transport.  But  even  so,  McDon- 
nell believes  that  such  cooperation 
"can't  help  but  accelerate  the  erosion 
of  U.S.  leadership"  in  an  industry 
whose  contribution  to  the  U.S.  bal- 
ance of  trade  has  been  vital. 

McDonnell  acknowledged  the  "new 
realities  that  require  cooperation  be- 
tween U.S.  and  overseas  companies 
on  a  partnership  basis."  But  McDon- 
nell argued  that  Washington  does  not 
fully  appreciate  the  signfficance  of 
the  slippage  of  the  aerospace  indus- 
try's status. 

He  insists,  for  one  thing,  that  there 
should  be  a  change  in  U.S.  antitrust 
laws  so  that,  for  example,  McDonnell 
Douglas  could  collaborate  with,  say, 
Boeing  on  future  programs  rather 
than  being  forced  to  seek  cooperative 
ventures  with  foreign  companies.  * 

McDonnell  fears  that  U.S.  compa- 
nies will  have  to  pay  in  the  long  run 
for  any  temporary  benefits  such  in- 
ternational cooperation  yields.  In  the 
course  of  these  joint  projects,  he  ar- 
gued, the  U.S.  companies  transfuse  the 
overseas  partners  with  advanced  tech- 

'The  Justice  Department's  fastidious  po- 
licing of  the  antimonopoly  prohibitions 
even  covers  U.S.  company  alliances  with 
overseas  partners  where  there  would  be 
some  significant  impact  on  U.S.  domes- 
tic or  export  markets.  Recently,  Justice's 
objections  deterred  Pratt  ir  Whitney  and 
Rolls-Royce  of  Great  Britain  from  joining 
in  a  business  aircraft  jet  engine  program. 


nology.  Eventually,  he  said,  "they'll  be 
able  to  do  it  on  their  own." 

Some  aerospace  executives  are  less 
pessimistic.  Beggs  of  General  Dynam- 
ics, for  one,  believes  that  as  long  as 
the  U.S.  maintains  its  technological 
lead,  U.S.  companies  can  continue  to 
dominate  the  market.  Beggs  cautions 
though,  that  this  will  require  heavy 
federal  support  for  basic  research. 

Whatever  their  long-term  misgiv- 
ings, U.S.  aerospace  companies  must 
choose  what  is  possible,  not  what  is*^ 
best.  John  C.  Brizendine,  president  of 
the  Douglas  Aircraft  division  of  Mc- 
Donnell Douglas,  which  builds  that 
company's  DC-9  and  DC-10  transports 
in  Long  Beach,  Calif.,  says:  "We  must 
take  a  statesmanlike  view  of  the  world 
market.  We  should  not  try  to  get  it 


nevertheless  insist  that  if  it  appears 
that  the  European  input  is  driving  the 
price  above  that  level,  they  will  exer- 
cise the  stipulation  in  the  agreement 
that  requires  European  producers  to 
be  "reasonably  competitive"  with 
comparable  U.S.  suppliers.  ("Reason- 
ably competitive,"  according  to  Beggs 
of  General  Dynamics,  is  within  10% 
of  the  U.S.  price.) 

What  a  lot  of  people  want  to  know 
is:  How  much  of  a  risk  do  General 
Dynamics  and  Pratt  &  Whitney  run  of 
having  to  absorb  heavy  cost  overruns 
if  the  F-16  coproduction  project  runs 
into  serious  problems?  Because  of 
the  complexities  of  the  international 
agreement  and  its  current  incomplete 
state,  there  are  no  precise  answers 
yet.  One  key  U.S.  Air  Force  program 


''McDonnell  fears  that  U.S.  companies  will  have  to 
pay  in  the  long  run  for  any  temporary  benefits 
international  cooperation  in  joint  ventures  yields." 


all  or  we  might  end  up  not  getting 
anything."  McDonnell  himself  agrees 
that  "three-fourths  of  a  loaf  is  better 
than  none."  And  three-fourths  of  a 
growing  world  market  is  nothing  to 
sniff  at,  particularly  when,  according 
to  the  Aerospace  Industries  Associa- 
tion, U.S.  aerospace  employment  is 
expected  to  sink  to  about  900,000  in 
mid-1977,  a  big  drop  from  the  post 
World  War  II  peak  of  1.5  million  in 
1968.  But  some  U.S.  aerospace  firms 
could  well  get  squeezed  out  of  the 
business.  These  weaker  outfits  may 
find  it  difficult  to  be  statesmanlike. 

It  is  for  such  reasons  that  the  F-16 
may  well  be  a  forerunner  of  things  to 
come.  It's  costing  the  Europeans  a 
premium  to  build  parts  of,  and  as- 
semble all  of,  the  F-16s  they've  or- 
dered. It  is  also  costing  the  U.S.  to 
indulge  them.  All  the  costs  haven't  yet 
been  determined,  but  because  of  high- 
er priced  European  labor,  their  some- 
times less-efficient  production  meth- 
ods, the  additional  transportation 
charges  and  the  added  management 
overhead  that  must  be  cranked  into 
the  coproduction  plan,  it  appears 
that  the  four  NATO  countries  will  be 
paying  about  $5.6  million  in  1975  dol- 
lars for  each  F-16,  not  including  the 
cost  of  support  equipment  or  the 
$470,000  in  development  contribu- 
tion. That's  about  25%  more  than  the 
Air  Force  goal  of  $4.5  million. 

The  Air  Force  says  it  will  not  al- 
low the  price  it  pays  to  rise  above 
what  it  figures  it  would  cost  to  have 
its  own  650  built  entirely  domestical- 
ly. Air  Force  price  ceilings  seem  to 
be  pierced  more  often  than  not,  but 
Air    Force    F-16    program    managers 


official  said  that  because  of  escape 
clauses  in  the  agreement,  he  could  not 
"see  a  scenario"  in  which  the  two  ma- 
jor U.S.  contractors  would  be  hurt  un- 
less "they  screw  up  themselves." 

Another  Air  Force  F-16  official  was 
less  sanguine,  however.  "There  is 
some  risk  for  GD  and  Pratt  &  Whitney 
in  this,"  he  said,  because  they  are 
committed  to  deliver  aircraft  at  a 
given  price  including  the  costs  of  the 
European  production.  The  risk  is 
similar  to  what  they  would  have  with 
U.S.  subcontractors,  he  said,  but  there 
are  two  possible  ingredients  that  may 
intensify  the  gamble.  First,  the  two 
U.S.  companies  and  their  own  U.S. 
subcontractors,  who  are  arranging 
subcontracts  with  European  compa- 
nies, don't  know  as  much  about  the 
European  partners  as  they  would 
about  U.S.  suppliers.  Second,  there's 
the  potential  for  a  high  degree  of  gov- 
ernment interference  in  the  program. 

Even  if  the  F-16  program  does  en- 
counter stiff  headwinds,  of  course,  it 
still  might  be  a  good  thing  for  Gen- 
eral Dynamics,  Pratt  &  Whitney  and 
their  U.S.  subcontractors,  for  they  will 
be  pioneers  in  the  coming  era  of  co- 
production.  The  contracts  they  make 
now  should  give  them  a  better  shot 
at  future  projects. 

Del  Jacobs,  the  Air  Force  project 
officer  deeply  involved  in  the  tedious 
negotiations  to  write  the  F-16  con- 
tracts, has  been  reminded  of  the  old 
saying  that  a  camel  is  a  horse  de- 
signed by  a  committee.  To  which  Col- 
onel Jacobs  replies:  "The  final  agree- 
ment is  turning  out  like  a  camel,  but 
don't  forget,  a  camel  can  sur\'ive 
where  a  horse  can't."  ■ 
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Making  television  better  and  better. 

RCA  ColorTrak.  A  television  system  that  controls  picture  color  auto- 
matically, from  scene  to  scene,  channel  to  channel. 

A  set  that  increases  or  decreases  picture  brightness  all  by  itself  as 
room  light  changes. 

ColorTrak  results  from  bringing  together  diverse  skills  and 
experience  in  RCA.  Scientists  and  engineers  from  the  David  Sarnoff 
Research  Center  joined  our  divisional  engineering  and  production 
specialists  in  an  effort  to  produce  the  best  TV  picture  we've  ever  offered. 

After  only  two  years,  RCA  ColorTrak  was  born.  Along  with  the 
system's  automatic  color  control  came  the  added  benefits  of  greater 
cost  effectiveness  in  production  and  a  significant  reduction  in 
development  time.  Plus  a  highly  favorable  reception  in  the  marketplace. 

The  Control  Center  turns  the  TV  on  and  off,  changes  channels,  adjusts  volume,  color  and 
tint,  even  activates  time-and-channel  number  display 
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How  a  town  lake  reflects 


In  a  Texas  woodland  a  new  town  is  being  created 
that's  a  model  of  environmental  excellence.  A 
Crane  ozonator  is  playing  a  vital  part  in  its  pollu- 
tion control  system. 


In  a  heavily  wooded  area  25  miles  north  of 
Houstonthere'sa  new communitythat,  when  com- 
pleted, will  provide  work,  recreation  and  living  fa- 
cilities for  150,000  people.  Known  as  The  Wood- 
lands, this  development  already  has  been  hailed 
as  "a  masterpiece  of  ecological  responsibility." 

The  developers  spent  four  years  studying  the 
ecology  of  the  area.  Equal  care  and  planning  were 
given  to  pollution  problems.  As  part  of  its  waste- 
water treatment  plant,  the  engineers  chDse  a 
Crane  ozonator  to  disinfect  the  treated  waste- 
water which  is  recycled  into  Lake  Harrison,  a  rec- 
reational lake  in  the  development. 

In  the  ozonation  process,  compressed,  dried 


air  is  passed  through  an  electric  field  in  the  ozo-' 
nator,  converting  part  of  its  molecules  into  ozone 
(O3),  which  is  diffused  through  the  effluent  to  be 
treated.  A  powerful  oxidizer,  the  ozone  destroys 
bacteria  while  removing  odor,  color  and  cloudi- 
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This  Crai  le  ozonator  produces  100  lbs.  of  ozone  every  day 
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Inside  the  ozonator  the  corona  discharge  of  electricity  causes  purple  glow. 


the  beauty  of  Qzonation. 


ness.  It  also  leaves  a  high  oxygen  content  in  the 
recycled  water,  benefiting  the  flora  and  fauna  of 
the  lake. 

The  lake  water  also  will  be  used  for  irrigation, 
and  overflow  will  be  discharged  into  the  Houston 
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watershed,  a  source  of  domestic  water  for  the  city 
of  Houston.  Thus,  the  recycled  wastewater  must 
meet  the  highest  norms  of  lake  aesthetics  and 
rigid  watershed  protection  standards. 

Not  only  is  the  Woodlands  an  attractive  new 
community,  it  may  well  be  one  of  the  finest  exam- 
ples of  our  ability  to  protect  the  environmentwhile 
making  it  our  home.  The  products  and  technolo- 
gies used  here  are  the  result  o*  Crane's  planned 
growth  in  essential  areas  likefluid&  pollution  con- 
trol, energy  and  steelmaking.  For  information, 
contact  Crane  Co.,  Dept.  AD,  300  Park  Avenue, 
NewYork,N.Y.  10022. 
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Woodlands  homes  take  advantage  of  the  natural  environment. 


Fluid  &  Pollution  Control  /  Building  Products 
Steel  /  Aerospace  &  Aircraft  Products 
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He's  your  fund  manager. 
He's  your  leasing  specialist. 
He's  your  investment  advisor. 
He's  your  expert  appraiser. 
He's  your  worldwide  financier. 

He's  your  InCorp  Banl(er 
and  he  delivers. 

He's  a  one-stop  financial  resource,  representing 
a  $2  billion  multi-national  organization. 

He'soneof  InCorp's  trained  specialists  who 
offer  you  the  convenience  of  dealing  with  fewer 
banks,  as  well  as  more  coordinated  overall 
financial  management. 

For  more  information,  telephone 
Robert  G.  Truslow,  Vice  President,    JS 
,\     at  (401)  278-6268.  — 
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Industrial  National  Bank,  Prov.,  R.I.  •  Inleasing  Corp.,  Prov.,  R.I.  •  Ambassador  Factors,  New  York,  N.Y,  •  Mortgage  Assoc,  Inc.,  Mil.,  Wis. 
•  Kensington  Mortgage  and  Finance  Corp.,  Mil..  Wis.  •  Southern  Discount  Co.,  All.,  Ga.  •  Information  Sciences,  Inc.,  Prov.,  R.I.  •  Westminster 
Properties,  Inc.,  Prov.,  R.I.  •  International  Appraisal  Co.,  Fair  Lawn,  N.J.  •  INB  Appraisal  Co.  of  Canada,  Ltd.,  Onf.  •  Industrial  Capital  Corp., 
Prov.,  R.I.  •  Industrial  Nat.  Mortgage  Co.,  Prov.,  R.I.  •  C-O-M  Service  Bureau,  Inc.,  Boston,  Mass. 


Scott  Paper: 
Back  On  Its  Feet 

Scott  Paper  got  run  over  by  Procter  &  Gamble. 
The  victim  survived,  but  the  scars  remain. 


CoTTONELLE,  like  a  cruise  missile  or 
heat-seeking  bomb,  is  the  latest  in 
weaponry.  It's  being  deployed  in  the 
Great  Toilet  Paper  War  that  has  been 
going  on  now,  heatedly,  for  a  decade. 

Cottonelle,  as  you  may  know,  is 
toilet  tissue,  Scott  Paper  Co.'s  answer 
to  Procter  &  Gamble's  Charmin,  which 
"went  national"  way  back  in  1971.  As 
far  as  consumers  are  concerned,  Cot- 
tonelle's  important  characteristics  are 
that  it  comes  four  rolls  to  a  pack 
(four-roll  packs  now  have  77%  of  the 
total  toilet  paper  market)  and  that  it 
is  soft  (as  cotton,  according  to  the 
advertising). 

As  far  as  Scott  Paper  is  concerned, 
Cottonelle's  important  characteristics 
are  that  it  takes  20%  less  fiber  than 
regular  toilet  paper— a  big  saving;  it's 
made  with  a  brand-new  process.  Be- 
ing more  absorbent,  however,  it  sup- 
posedly goes  just  as  far  as  the  fatter 
conventional  rolls,  and,  therefore,  sells 
at  the  conventional  price.  Scott's  pre- 
tax, pre-interest  margins  on  the  prod- 
uct are  20%. 

Consumers  seem  to  love  it.  "It's 
taken  30%  to  40%  of  the  four-pack 
market  in  its  regional  rollout,"  ac- 
cording to  H.C.  Bowen  Smith,  E.F. 
Hutton's  knowledgeable  paper  ana- 
lyst. "In  many  cases  P&G  has  lowered 
the  price  of  its  premium  two-ply  prod- 
uct. White  Cloud,  to  compete." 

Despite  its  success  to  date,  how- 
ever, Cottonelle  is  no  sure  thing.  Scott 
plans  to  have  it  in  national  distribu- 
tion by  the  end  of  next  year,  but 
start-up  problems  have  already  put  it 
behind  schedule.  Machines  are  turn- 
ing out  10%  to  20%  less  than  they 
should  be  by  now. 

The  product's  greater- than-ex- 
pected  success  puts  the  company  in 
a  delicate  situation,  too,  as  far  as  ca- 
pacity is  concerned.  It  won't  have 
enough  to  fill  demand  if  the  product 
continues  it§  current  popularity.  But 
if  Scott  adds  more  plant  and  equip- 
ment, it  risks  overcapacity— particular- 
ly hazardous  in  the  mature  toilet  tis- 
sue business  that's  growing  at  only 
about  2%  a  year. 

Then  there's  the  question  of  what 


P&G  will  do.  Clearly  it  won't  sit  back 
and  let  Scott  take  back  the  market 
share  P&G  fought  so  hard  to  win.  Un- 
less Scott  takes  market  share  only 
from  its  smaller  competitors  and  its 
own  other  brands,  P&G  can  be  ex- 
pected to  react.  Is  Scott  agile  enough 
to  respond,  to  remain  on  the  offensive? 
That's  the  big  question.  At  this 
point  there's  no  clear  evidence  that  it 
is,  although  Philip  Lippincott,  mar- 
keting man  for  Scott's  Packaged  Prod- 
ucts division,  is  a  respected  warrior- 
willing  to  dive-bomb,  jam  radar, 
whatever,  to  maintain  Scott's  position. 
Under  Lippincott,  Scott  is  in  the  pro- 
cess of  introducing  several  other  seem- 
ingly well-thought-out  new  products- 
Baby  Fresh  wipes,  Job  Squad  paper 
towels,  industrial  wipes— that  indicate 
marketing  savvy. 

A  Legend  Reborn? 

Is  Scott  finally  turning  around? 

Until  1965  Scott  Paper  was  almost 
a  legend.  Started  by  Clarence  and  Ir- 
vin  Scott  in  1879,  it  grew  up  with 
the  tissue  business.  From  1927  to 
1967  it  was  run  by  Thomas  McCabe, 
onetime  Federal  Reserve  Board  chair- 
man, and  the  man  who,  among  other 
things,  introduced  paper  towels  to  the 
kitchens  of  the  world.  In  those  days 
paper  was  a  rather  low-profit  indus- 
try, where  returns  on  equity  aver- 
aged perhaps  9%,  but  Scott's  return 
on  equity  averaged  14%  betv/een  1956 
and  1965.  Scott's  operating  profit  mar- 
gin averaged  better  than  22%— sensa- 
tional for  the  paper  industry.  Its  stock 
commanded  price/ earnings  ratios  as 
high  as  40. 

But  the  high  profit  margins  at- 
tracted competitors.  P&G  got  into  the 
business  in  1957.  Georgia-Pacific  and 
others  came  in,  too,  sometimes  with 
their  own  brands,  sometimes  supply- 
ing pulp  to  the  private  labelers.  At 
the  very  time  competition  was  increas- 
ing, Scott  Paper's  management— ap- 
parently cocksure  of  predominance- 
was  looking  toward  diversification.  In 
1965  and  1967  it  paid  too  much  for 
two  companies  in  unrelated  businesses, 
S.D.    Warren    and    Plastic    Coating, 


Please  Squeeze:  Scott's  new  tissue, 
Cottonelle,  takes  dead  aim  at 
Procter  &  Gamble's  Charmin. 


which  promptly  began  draining  earn- 
ings. It  also  invested  not  only  capital 
but  considerable  management  time 
and  attention  in  attempting  to  move 
in  on  P&G  in  the  disposable  diaper 
business,  which  it  eventually  had  to 
write  off. 

Meanwhile,  P&G  developed  Char- 
min, widely  regarded  (at  least  until 
Cottonelle  came  along)  as  the  "best" 
toilet  paper  available,  and  Scott's  mar- 
ket share  dwindled.  According  to  San- 
joy  Bhattacharya,  paper  analyst  at 
Morgan  Stanley,  the  company's  share 
of  the  consumer  paper  products  busi- 
ne:s  dropped  45%,  to  33%,  between 
1960  and  1971.  "The  company  had  a 
meeting  for  industry  analysts  in 
Philadelphia  in  1971  that  was  one  of 
the  most  depressing  I've  ever  at- 
tended," recalls  another  analyst  who 
insists  on  anonymity.  "Management 
essentially  threw  in  the  towel.  They 
said  in  effect:  'We've  been  had.'  " 

By  the  early  Seventies,  Scott's  re- 
turn on  equity  was  down  to  5%;  its 
operating  profit  margin  to  12%.  Not 
surprisingly,  the  board  of  directors 
changed  management.  Out  went  Har- 
rison Dunning,  McCabe's  handpicked 
successor.  Charles  Dickey  Jr.,  now  58, 
a  shy,  numbers-oriented  man  who 
isn't  given  to  communicating,  moved 
up  from  executive  vice  president— he 
had  started  with  the  company  in  1946 
in  the  industrial  sales  division— to  chief 
executive  officer.  He  eventually 
brought  in  some  of  his  own  people, 
but  he  was  operating  in  Philadelphia, 
and  Philadelphia  gentlemen  don't 
play  rough— at  least  not  too  rough. 

So  instead  of  an  aggressive  cleanup. 


FORBES,    DECEMBER    15,    1976 


69 


economical 

(e'ke-nom'i-k'l)  1.  not  wasting  money, 
time,  fuel, etc.:  thrifty;  as  in  leasing  a 
truck  from  a  local  Nationalease  Affili- 
ate. 2.  resulting 
from  knowledge 
of  local  condi- 
tions, low  rates, 
quality  service, 
etc.  —  SYN.  see 
Nationalease. 


For  nearest  Nationalease  Affiliate  call  collect;  312  782-2991 

National  Truck  Leasing  System 

One  North  Wacker  Drive /Chicago.  Illinois  60606 

You  define  your  needs... Nationalease  will  meet  them. 
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At     MAPCO,     the 
upward  trend  continues. 
In  the  first  six  months,  net 
income  rose  14%  to  $26,114,000, 
or  $1.40  per  share,  compared  to 
$22,968,000,  or  $1.23  per  share,  in  the 
same  period  a  year  ago. 

To  learn  more  about  this  scrappy  little 
pipeline  company  that  became  a  substantial 
diversified  energy  company,  write  for  our 
latest  report. 


like  the  one  Stanford  Smith  staged  at 
International  Paper  (Forbes,  ]une 
15),  the  turnaround— if  turnaround  it 
be— at  Scott  Paper  has  progressed  in 
gendemanly  fashion  and  nobody  save 
the  stockholder  has  been  hurt.  The 
stock,  which  sold  in  the  mid-30s  not 
so  many  years  ago,  now  is  half  that. 

There's  probably  no  such  thing  as 
an  opportune  time  to  get  clobbered, 
but  the  timing  of  Scott's  clobbering 
was  particularly  unfortunate.  Paper 
companies  were  being  required  by 
new  environmental  pollution-control 
laws  to  invest  heavily  in  cleanup  op- 
erations. They  were  soon  to  be  sub- 
jected to  price  controls,  high  energy 
costs,  high  interest  rates. 

Perhaps  it  took  more  time  than  it 
ought  to  have,  but  now  Scott  seems 
to    have    gotten    on    the    right    track. 


''If  Scott  is  no  longer  a 
legend^  neither  is  it  any 
longer  an  invalid.'' 


There  are  Cottonelle  and  the  other 
new  products.  There  is  the  prospect 
of  a  payoflF  from  Scott's  tremendous 
capital  spending  program— some  $700 
million  over  the  past  five  years.  Over 
$100  million  of  that  (raised  mostly 
through  industrial  revenue  bonds) 
was  for  pollution  control.  The  remain- 
ing $600  million  has  gone  for  new 
plant  and  equipment,  including  a  new 
pulp  mill  in  Maine,  and  for  additional 
timber  resources.  The  new  pulp  mill 
is  scheduled  to  open  early  next  year 
and  will  allow  the  company  to  phase 
out  some  old  ineERcient  plants  and  in- 
crease capacity.  That  plant  alone,  says 
E.  F.  Hutton's  Bowen  Smith,  could  add 
40  cents  to  earnings  by  1978. 

Scott  has  other  pluses— primarily  a 
well-knovvoi  consumer  name  and  some 
3.3  million  acres  of  timberland  that 
are  carried  on  the  books  at  cost  and 
supply  44%  of  the  company's  pulp 
manufacturing  needs.  The  timber  is 
far  from  the  company's  mills  and  cost- 
ly to  transport.  But  it  docs  provide 
Scott  cost-control  advantages  when 
pulp  prices  are  high. 

For  1976,  earnings  should  be  close 
to  $70  million— about  10%  better  over- 
all than  in  1975  and  amounting  to 
about  $1.93  a  share.  The  total  would 
have  been  higher  but  for  a  soft  mar- 
ket in  Europe  and  the  big  devaluation 
in  Mexico,  where  Scott  has  an  op- 
eration. At  about  10%  of  equity, 
Scott's  profits  are  still  well  below 
what  they  were  in  the  old  days— but 
that  was  before  P&G  arrived  on  the 
scene.  If  Scott  is  no  longer  the  cor- 
porate legend  it  once  was,  neither  is 
it   any  longer  a   cori^oratc   invalid.   ■ 
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Questions  you  should  ask  and  answers 

|you  should  receive  when  you  are  setting  up, 

or  re-evaluating  your  employee  savings 

or  profit-sharing  plan. 


Perhaps  we  might  begin  by  reminding  you 
that  you  should  look  into  a  nimiber  of  different 
plans  before  committing  yourself  to  any  one. 

When  you  do,  you  will  find  that  most  tax- 
qualified  plans  offer  1)  a  common  stock  fund,  2)  a 
fixed  income  fund,  and  3)  sometimes  a  company 
stock  fund.  This  way,  employees  can  place  their 
contributions  in  the  area  or  areas  that  are  best  suited 
to  their  personal  needs  and  goals. 

Among  these  three  kinds  of  funds,  most 
companies  today  are  showing  the  greatest  interest 


in  fixed  income  funds.  They  are  turning  to 
insurance  companies  which  can  provide  guarantees 
of  principal  and  interest  that  are  not  available 
through  bond  funds,  company  stock  funds  or 
common  stock  funds.  In  addition,  only  insurance 
companies  can  provide  guaranteed  lifetime 
payments  to  employees  when  they  retire. 

Now  assuming  that  your  interest  is  in  fixed 
income  funds,  let's  get  at  some  questions  you 
should  ask  before  selecting  an  insurance  company 
from  one  of  the  many  in  this  field. 


Q.  Do  I  have  a  guarantee  of  principal  for  my  participants  at  all  times  and 

under  all  circumstances? 
A.  You  should  for  this  reason:  Suppose  your  plan  has  to  pay  out  to 

employees  more  than  is  contributed  in  a  given  year?  This  could  occur 

if  there  are  an  unusual  number  of  early  retirements  or  if  a  plant  closes. 

Regardless  of  what  happens,  Metropolitan  guarantees  the  principal  to  your 

participants. 

Q.  If  I  need  to  can  I  cancel  my  contract  at  any  time?  If  I  do  will  I  be 
guaranteed  book  value? 

A.  You  should  have  the  right  to  cancel.  You  should  also  be  guaranteed 
reimbursement  at  book  value,  but  it  may  involve  some  form  of 
installment  arrangements.  At  Metropolitan,  you  can  cancel  at  any 
time  and  for  any  reason  and  book  value  is  always  guaranteed  under 
some  form  of  installment  option. 
> 

Q.  If  interest  rates  increase  over  the  years  my  contract  is  in  force,  will  my 
employees  participate  in  the  higher  rates? 

A.  Yes  they  should  participate.  Employees  know  when  interest  rates 
have  risen  and  expect  to  share  in  the  increased  earnings.  But  some 
insurance  companies  give  increases  only  under  limited  conditions.  For 
example,  you  might  participate  in  increased  interest,  but  only  if  the 
insurance  company  is  still  writing  this  type  of  contract  and  if  credited 
interest  rates  are  at  least  Vi  %  higher  than  your  guaranteed  rate. 
At  Metropolitan  your  employees  are  guaranteed  participation  in 
increased  earnings  when  interest  rates  go  up  and  are  protected  by 
minimum  guarantees  when  interest  rates  go  down. 


These  are  just  a  few  of  the  questions 
you  should  ask  before  awarding  your 
employee  savings  or  profit  shanng  plan  to 
any  company.  But  there  are  many  other 
questions  of  great  importance. 

If  you  have  others  (and  you  probably 
do)  call  or  write: 


Mr.  Leon  D.  Moskowitz,  Vice-President, 
Group  Insurance  &  Pensions  Marketing, 
Metropolitan  Life,  One  Madison  Avenue, 
NewYork,N.Y.  10010(212)578-3148. 

O  Metropolitan 

Where  the  future  is  now 


'.  ~~  V',  f.t^»:f.vimaelm 


Faces  Behind  the  Figures 


Hot  Seat 

John  J.  Henry  is  a  man  with  a  big 
problem,  and  he  knows  it. 

A  financial  man,  he's  assigned  to 
pulling  oflF  a  fair-sized  marketing  mir- 
acle. He  got  into  it  indirectly,  by  tak- 
ing charge  of  Rockwell  Internation- 
aVs  acquisition  program  in  1971.  He 
first  acquired  a  marginal  fiberglass- 
plastics  outfit  that  became  a  star  per- 
former in  the  company's  star  group, 
automotive  products.  He  picked  spec- 
tacularly right  a  second  time  with 
Colhns  Radio,  then  a  big  money- 
loser  and  now  a  great  success.  But 
in  1974  he  added  long-troubled  Ad- 
miral Corp.  for  $79.9  milhon  in  stock 
—and  that's  his  problem. 

So  far  Admiral  has  lost  more  than 
$54  million  for  Rockwell,  including 
write-offs  of  some  of  the  additional 
capital  Rockwell  has  sunk  into  the 
business.  What  the  diversified  aero- 
space and  industrial  manufacturer  has 
for  its  money  to  date  is  just  3.5%  of 
the  U.S.  color  TV  market  and  a  mar- 
ginally unprofitable  business  in  other 


appliances.  The  main  problem  is  sim- 
ple: Quite  decent  Japanese  TV  sets 
now  retail  here  for  less  than  Admiral's 
total  cost— or  RCA's  or  Zenith's,  for 
that  matter  (see  p.  43). 

Last  September  Rockwell  abruptly 
put  Henry,  50,  in  charge  of  his  ac- 
quisition, and  shifted  his  title  from 
corporate  senior  vice  president  to 
president  of  Admiral.  This  suggests 
Rockwell  isn't  yet  ready  to  call  it 
quits.  "We  figured  it  would  take  five 
years  to  make  Admiral  really  viable," 
says  Henry  bravely.  "We're  halfway 
through."  The  product  line— TV  and 
appliances— has  already  been  sharply 
upgraded.  An  industry  source  says 
admiringly,  "Their  new  top-line  TV 
looks  like  a  computer;  it  has  features 
that  no  one  else  has.  They've  done 
a  good  job." 

Cutting  costs  is  well  under  way. 
Consolidation  of  TV  manufacture  in- 
to one  domestic  plant  has  helped,  and 
much  production  has  been  shifted  to 
Taiwan.  Henry  is  figuring  out  how 
to  shift  more. 

In  the  end,  Henry  must  build  up  a 


1 


Henry  of  Rockwell  International 

traditionally  cheap  brand  name  into 
an  attraction  stellar  enough  to  fend 
off  price-cutting  Japanese  at  the  low 
end,  while  taking  market  share  awa\ 
from  RCA  and  Zenith  at  the  high  end. 
Can  it  be  done?  "I  certainly  feel 
comfortable  with  it,"  Henry  replies, 
but  he  is  bucking  heavy  odds.   ■ 


Just  In  Case 

The  British  Labour  party  giveth  and 
it  taketh  away,  as  James  Hanson  of 
Hanson  Trust  knows. 

The  knighthood  Hanson  collected 
last  month  came  courtesy  of  former 
Labour  Prime  Minister  Sir  Harold 
Wilson,  a  home-town  acquaintance. 
But,  closer  to  the  quick.  Labour  gov- 
ernments also  nationalized  the  Han- 
son family's  130-year-old  haulage 
business— for  the  second  time.  The 
Tories  had  resold  parts  of  it  to  the 
family  in  the  Fifties. 

"I  don't  know  if  this  was  some  form 
of  belated  compensation,"  says  Han- 
son. "But  I  doubt  it.  The  British  gov- 
ernment, you  know,  expects  people 
to  work  for  love,  not  for  reward." 

In  the  mid-1960s,  Hanson,  a  lo- 
quacious, lanky  54-year-old,  began 
an  acquisitions  spree  and  purchased 
property,  construction  and  engineer- 
ing firms  in  Britain.  He  bundled  each 
acquisition  into  Hanson  Trust,  a  pub- 
licly owned  company,  which  Hanson, 
with  2%  of  the  stock,  still  runs. 

So,  Hanson  landed  on  his  feet,  but 
in  Britain  these  days  you  never  know. 
With  that  in  mind,  Hanson  wisely 
moors  his  115-foot  yacht,  the  Bulldog, 
somewhere  in  the  Mediterranean  out 
of  the  taxman's  sight,  and  borrows 
against  Hanson   Trust's   British   assets 


Hanson  of  Hanson  Trust 

to  buy  up  companies  in  the  U.S. 
This  spring  Hanson  Trust,  for  $30 
million  in  cash,  bought  control  of  De- 
troit's Hygrade  Food  Products  ($5.3 
million  net  in  1975  on  $388  million 
sales,  mainly  from  hot  dogs).  It  also 
has  investments  here  in  poultry 
feedstuffs  and  textiles.  For  funding, 
Hanson  resorts  to  a  favorite  ploy  of 
Europeans  locked  in  by  currency  con- 
trols.   FTc    has    Hanson    Trust    borrow 


heavily  from  New  York's  Chemical 
Bank  and  Manufacturers  Hanover.  In 
return,  Hanson  Trust  pledges  as  col- 
lateral the  assets  of  its  U.S.  acquisi- 
tions, plus  most  of  its  cash  assets  in 
Britain.  (In  the  event  that  the  pound 
is  devalued,  Hanson  Trust  must  com- 
pensate with  additional  pounds. ) 

The  important  thing  is  that  Hanson 
Trust's  new  assets  are  beyond  the 
reach  of  Britain's  socialist  bunglers. 
Not  that  investing  in  the  U.S.  is  risk 
free.  Hanson  has  backed  off  deals  in- 
volving Avis  and  Baskin-Robbins  be- 
cause the  price  was  too  rich.  Also,  his 
invest-first,  (juestion-later  strategy  has 
brought  two  bitter  stockholder  law- 
suits and  forced  Hanson  Trust  to  sell 
investments  made  here  in  construc- 
tion and  a  chain  of  movie  theaters. 

But  .say  this  for  Hanson  and  his  ac 
(juisitions:  In  ten  years,  Hanson  Trust, 
whose  accounts  include  its  U.S.  sales 
and  profits,  has  boosted  pretax  profits 
from  under  $1.2  million  to  close  to 
$25  million  in  1975.  This  year,  with 
the  British  economy  collapsing,  the 
U.S.  investments  will  more  than  save 
Hanson's  bacon. 

Isn't  Han.son  worried  about  getting 
into  so  many  different  businesses,  so 
very  far  from  home?  Not  at  all.  Says 
he:  "Years  ago  my  family  learned  thai 
you  put  in  management,  let  it  operate 
and  don't  interfere.  It's  that  siniphv"  ■ 
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A  Modest  Proposal 

The  Securities  &  Exchange  Commis- 
sion has  encouraged  all  public  cor- 
porations to  create  audit  committees 
from  their  boards  of  directors  to  watch 
over  the  books  independent  of  man- 
agement. But  if  you  are  a  small  com- 
pany like  Chattanooga,  Tenn. -based 
Chattem  Drug  &  Chemical  Co.  (sales: 
$42  million),  what  do  you  do?  The 
trouble  at  Chattem  was  that  none  of 
the  directors  wanted  the  assignment. 

At  this  point,  Alex  Guerry,  Chat- 
tem's  chairman,  had  a  flash.  Why  not 
pick  an  audit  committee  from  stock- 
holders? Aren't  they  the  ones  the  au- 
dit committee  is  supposed  to  protect? 
Guerry  flew  to  Washington  to  see 
John  (Sandy)  Burton,  until  recently 
the  SEC's  chief  accountant.  Burton 
gave  written  approval  the  same  day. 

Chattem,  which  manufactures  over- 
the-counter  drugs  like  Pamprin  and 
the  buffering  agent  for  Bristol-Myers' 
Bufferin,  has  only  aroimd  800  stock- 
holders. From  them  Guerry  picked 
three:     two    local    people— a    banker. 


Scott  L.  Probasco  Jr.,  and  a  security 
Analyst,  W.A.  Bryan  Patten— and  a 
Houston  certified  public  accountant, 
Augusta  Travis.  The  three  combined 
control  a  sufficient  number  of  shares— 
about  4%  of  the  1,75  million  outstand- 
ing—to be  deeply  concerned  with  the 
company's  future,  but  not  enough  to 
control  the  company. 

The  audit  committee  hasn't  uncov- 
ered any  abuses  in  the  18  months 
since  it  was  set  up,  but  it  did  save 
quite  a  bit  of  money  for  the  com- 
pany. "They  suggested,"  says  Guerry, 
"that  we  hire  an  internal  auditor  and 
use  Arthur  Andersen  less.  That  has 
saved  us  more  than  enough  to  pay 
audit  committee  fees  for  years  to 
come."  (The  fee:  $250  p>er  member 
for  twice-yearly  meetings.) 

Guerry  is  pleased,  but  wonders  how 
many  other  managements  will  follow. 
"Some  of  my  friends  tell  me  it's  the 
most  ridiculous  idea  they  ever  heard. 
They  say:  'Next  thing  you  know 
stockholders  will  be  nosing  around, 
stirring  up  trouble.'  " 

Has  his  audit  committee  given  him 


Guerry  of  Chattem  Drug 

any  such  problems?  Yes,  but  that 
hasn't  bothered  Guerry.  "The  commit- 
tee chairman  called  me,"  he  said, 
"apologized  for  being  impudent,  and 
then  asked  me  if  I  were  current  on  my 
income  taxes."  But  who  wants  anoth- 
er RCA  situation?  Nothing  wrong 
with  that  kind  of  nosing  around.   ■ 


The  Devil  As  Soap 

"Omen  torches,"  said  Variety,  the 
show  biz  weekly.  Translation:  Twen- 
tieth Century-Fox's  low-budget  movie 
The  Omen— it  cost  a  mere  $2.8  million 
to  make— has  caught  fire.  It  has  al- 
ready glossed  $80  million  in  North 
America,  and  probably  will  double 
that  with  foreign  exhibition. 

Marketing  movies  has  been  largely 


a  matter  of  gut  feel,  but  this  cam- 
paign was  planned  as  carefully  as  one 
for  a  new  toothpaste  or  a  new  brand 
of  cigarettes.  The  marketer:  Brooklyn- 
born  Allan  Freeman,  39.  Freeman, 
Fox's  marketing  research  director, 
realized  he  had  a  problem  with  this 
story  of  a  monstrous  child,  literally 
the  anti-Christ.  After  the  success  of 
The  Exorcist,  so  many  occult-type 
theapies  flooded  the  market  that  the 


Freeman  of  Twentieth  Century-Fox 


whole  genre  got  a  bad  name.  How  to 
market  another  satanic  script?  A  for- 
mer marketing  analyst  at  Bristol-My- 
ers and  General  Foods,  Freeman  de- 
cided to  take  several  market  surveys. 
Using  a  randomly  selected  sample  of 
6,000  moviegoers,  he  discovered  that 
women  were  turned  off  by  the  vio- 
lence of  previous  occult  films;  seeing 
one  was  enough.  That  was  half  the 
potential  audience  gone.  And  older 
folks  were  not  attracted.  Only  young 
urban  males  said  they  would  see  an- 
other horror  occult  film.  From  this 
survey  came  the  name.  Omen— denot- 
ing mystery  and  the  unknown,  but  not 
violence— "ominous  but  not  blood- 
chilling"  in  Freeman's  words.  He  con- 
ceived an  ad  which  was  all  text— un- 
usual for  a  movie— with  a  black  back- 
ground. In  a  subliminal  way  the  ad 
denoted  quality— but  scariness.  The 
unknown,    yes.    Blood   and    gore,    no. 

It  worked. 

You  know  what  comes  next,  of 
course.  The  Omen  ends  with  a  five- 
year-old  anti-Christ.  Fox  plans  a 
sequel,  which  will  pick  up  with  an 
11-year-old.  A  third  pictiire  will  get 
the  little  devil  into  his  teens  and  yet 
another,  presumably  the  last,  will 
catch  up  with  nasty  fellow  at  35  or 
40  and  carry  him  to  Armageddon. 
Unless,  of  course,  the  surveys  show 
that  the  public  is  sick  of  satanism.   ■ 
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REICHHOLD, 
ANYONE? 


Tennis  was  never  bigger.  And  for 
Reichhold  Chemicals,  Inc.  neither  was 
our  role  in  it. 

For  instance?Our  resins 
are  in  the  adhesives  that  bond  the 
playing  surface  to  the  subsurface  in 
composition  tennis  courts. 

And  still  other  Reich- 
hold  chemicals  go  into  the  lacquer 
coatings  on  racket  frames. 

Our  emulsifiers  help 
make  the  rubber  that  puts  more 
bounce  in  tennis  balls. 

And  that's  just  tennis. 
We're  also  all  over  the  field  in  base- 
ball. And  our  materials  are  in  bowling, 
golfing,  skiing,  boating  and  other  lei- 
sure activity  products. 


Reichhold  Chemicals,  Inc.  Key  sup- 
plier to  a  wide  variety  of  basic,  growing 
industries.  Recreational  equipment. 
Transportation.  Construction.  Electri- 
cal equipment.  Textiles.  Chemical 
processing.  Rubber.  Appliances.  Agri- 
culture. Paper  and  Packaging.  And 
others. 

It's  all  part  of  our 
planned  program  of  growth  through 
strategic  diversification  of  markets. 
For  further  details,  please  write  to 
Corporate  Communications  Manager, 
Reichhold  Chemicals,  Inc.,  RCI  Build^ 
ing.  White  Plains,  New  York  10603. 
You'll  net  some  very  interesting  "per- 
formance" figures  at  the  very  least. 
It's  your  serve. 


Chemicals  for  the  growth  industries 


REICHHOLD 


Forbes 


Money  And  Investments 


The  Economy 


A  New  Bout  Of  Inflation? 
Fears  Vs.  Facts 


Most  people  are  still  jumpy  about  inflation.  The  recent 
announcement  by  the  steel  companies  that  they  were  rais- 
ing some  prices  heated  up  that  fear  again.  Ask  business- 
men why  they  are  worried  about  inflation,  and  many  of 
them  will  answer:  "Because  when  a  real  pickup  comes, 
industry  will  strain  its  capacity  to  produce,  and  then  we 
will  quickly  get  back  to  the  shortages  economy  that  caused 
trouble  in  1973-74." 

Is  this  a  justifiable  fear? 

A  precise  answer  is  hard  to  come  by,  because  there 
is  no  agreement  as  to  how  much  industrial  capacity  we 
really  have.  Henry  Wallich,  the  astute  former  Yale  pro- 
fessor and  now  a  governor  of  the  Federal  Reserve  Board, 
is  among  the  worriers.  He  bases  his  concern  on  new  re- 
visions in  the  data  collected  by  the  central  bank,  which 
indicate  that  output  is  currently  at  close  to  81%  of  theoreti- 
cal capacity— a  big  jump  over  the  73.6%  indicated  by  the 
older  data.  Is  81%  a  high  rate  of  production?  Yes,  says 
Wallich:  At  88%  of  capacity,  there  were  horrendous  bot- 
tlenecks in  productive  capacity  in  1973,  and  prices  went 
through  the  roof.  A  10%  or  so  pickup  in  production  would 
put  us  back  close  to  the  1973  situation,  in  Wallich's 
view.  In  his  words,  this  could  cause  "serious  adverse  con- 
sequences for  price  stability." 

Wallich  is  saying  that  it  wouldn't  take  much  to  put 
us  back  into  a  serious  inflationary  situation. 

Not  everyone  agrees  with  Mr.  Wallich. 

Murray  Weidenbaum,  the  former  assistant  secretary  of 

Period  of  Economic  Recession  as  defined  by  the  National  Bureau  of  Economic  Research 


the  Treasury  who  now  directs  the  Center  for  the  Study  of 
American  Business  at  St.  Louis'  Washington  University, 
has  carefully  studied  the  capacity  situation.  He  is  con- 
vinced that  shortages  in  1977  will  be  spotty— in  chemicals 
and  paper,  perhaps,  but  not  across  the  board. 

Weidenbaum  is  relatively  sanguine  about  the  capacity 
situation,  because  he  feels  that  industrial  capacity,  slow 
as  it  has  been,  has  kept  ahead  of  demand  in  the  past  few 
years  because  demand  has  been  so  sluggish.  Weidenbaum 
expects  a  modest  acceleration  in  inflation  next  year— from 
5/2%  to  6%— but  blames  wage  increases  rather  than  indus- 
trial shortages. 

Basically,  Forbes  agrees  with  Weidenbaum— except  that 
we  are  even  more  optimistic  than  he  is  about  keeping 
inflation  down. 

Why  do  we  think  so?  There  are  no  signs  of  a  runaway 
boom,  which  means  that  there  will  probably  continue  to 
be  slack  in  industrial  capacity  and  consequent  continua- 
tion of  competitive  pressure  on  prices.  Businessmen  and 
economists  are  still  jumpy;  the  double-digit  inflation  of 
1974-75  was  a  traumatic  experience  for  them.  But  unless 
Jimmy  Carter  turns  out  to  be  a  wild  spender,  there  is  a 
good  chance  that  most  industries  will  have  to  continue 
humping  to  move  their  producing.  Under  those  circum- 
stances, they  will  have  trouble  making  price  increases 
stick.  This  may  sound  overoptimistic,  but  we  wouldn't  be 
surprised  to  see  many  industrial  prices  lower  rather  than 
higher  when  1977  draws  to  a  close.   ■ 


FORBES  ESTIMATE 


—  100 


Composed  of  the  following: 

•  How  much  are  we  producing?  (Federal  Reserve 
Board  Index  of  Industrial  Production) 

•  What  volume  of  hard  goods  are  we  ordering? 
(Bureau  of  Census  latest  three  months  new 
orders  of  durable  goods  related  to  inventories) 

•  How  intensively  are  we  building?  (Bureau  of 


Census  privately  owned  housing  starts) 

•  How  much  are  people  spending?  (Bureau  of 
Census  retail  store  sales) 

•  To  what  extent  are  consumers  going  into  debt? 
Federal  Reserve  net  change  in  consumer  install- 
ment debt) 

•  How  costly  are  services?  (U.S.  Dept.  of  Labor 


1977 


service  price  index   related   to  the  consumer 
price  index) 
'  How   much   are   workers   earning?   (Dept.   of 
Commerce  personal  income,  wage  and  salary 
disbursements) 

How  many  people  have  been  laid  off?  (U.S. 
Dept.  of  Labor  initial  unemployment  claims) 


FORBES,    DECEMBER    15,    1976 


75 


Money  And  Investments 


The  Bond  &  Capital  Markets 


A  Light  Helping  Of  Crow 


By  Ben  Weberman 

". . .  all  of  the  forces  that  influence  fixed 
income  markets  point  to  lower  yields/' 


W 


ith  the  year  ending,  I'm  not  quite 
sure  whether  I  should  be  crowing  or 
eating  crow.  Some  of  each,  I  guess. 
Back  in  February,  I  predicted  that 
by  the  end  of  1976  the  following 
would  happen  to  interest  rates: 

1)  Federal  funds  would  go  up  but 
then  go  down,  ending  at  4.75%; 

2)  that  long-term  corporate  bonds, 
then  yielding  9%,  would  be  yielding 
only  7%  or  less; 

3)  that  long-term  Treasuries,  then 
8.125%,  would  decline  to  6.5%  or  so. 

As  it  turned  out,  1  was  right  about 
direction  but  overoptimistic  about 
how  far  interest  rates  would  drop.  As 
of  early  this  month,  Aa-rated  cor- 
porates  yield  as  little  as  7.6%  and 
long-term  Treasuries  7.4%.  Keep  in 
mind,  please,  that  when  my  forecasts 
were  made  the  prevailing  opinion  was 
that  interest  rates  would  probably  go 
up  during  1976.  I  was  in  a  small  mi- 
nority in  thinking  that  rates  would 
drop.  So,  there's  some  crow  meat  on 
my  plate,  but  not  the  heaping  por- 
tion some  of  my  colleagues  have. 

Almost  to  the  end  of  the  year,  the 
consensus  was  that  interest  rales  were 
going  to  head  up  again.  My  friends 
and  sources  kept  telling  me,  "You've 
been  right  so  far,  but  things  are  go- 
ing to  change."  But  they  didn't. 

So  much  for  1976.  What  about 
1977?  Right  now,  all  of  the  forces 
that  influence  fixed-income  markets 
point  to  lower  yields  (and,  thus,  high- 
er bond  prices)  for  at  least  the  first 
few  months  of  1977— longer  if  the 
Carter  Administration  doesn't  get  in- 
flation stirred  up  again.  If  things  go 
well,  the  low  yields  I  predicted  for 
this  month  might  finally  be  reached 
during  the  spring  of  1977. 

Why  do  I  think  so?  Because  I  can't 
find  any  evidence  that  points  to  high- 


er yields.  Federal  Reserve  monetary 
policy  is  accommodative  to  any  in- 
crease in  the  demand  for  funds,  and 
this  rules  out  any  squeeze  on  credit. 
Meanwhile,  all  the  bankers  I  know 
assure  me  that  they  don't  see  any  big 
pickup  on  the  demand  for  loans. 

So,  here  go  my  specific  predictions: 
By  March  31,  the  key  Federal 
funds  rate  (which  influences  all  oth- 
er interest  rates)  will  be  somewhere 
between  4%  and  4.5%,  down  from  the 
current  4.75%. 

At  present,  long-term  Treasuries  are 
yielding  3%  more  than  Fed  funds, 
while  corporates  yield  3.25%  more. 
These  gaps,  still  reflecting  inflation- 
ary expectations,  are  too  great.  Thus, 
if  Fed  funds  drop  to  4%,  I  could 
see  long-term  Treasuries  at  6.5%  or  a 
shade  more,  and  long-term  corporates 
at  7%  or  a  shade  less.  If  I  am  right, 
long-teiTn  bonds  are  still  an  excellent 
investment.  Why  accept  4.5%  on  a 
Treasury  bill  when  you  can  get  7.4% 
on  a  long-term  Treasiuy? 

The  Crucial  Element 

A  word  of  caution.  The  prospect 
of  continuing  decline  in  interest  rates 
raises  a  danger  for  holders  of  high- 
coupon  corporate  bonds.  Unless  the 
bonds  have  call  protection,  the  issuer 
may  very  well  decide  to  redeem  them 
and  refund  them  at  a  lower  rate.  So 
check  carefully  the  callability  of  every 
corporate  and  tax-exempt  bond  you 
buy.  If  a  bond  yield  looks  tempting 
but  has  no  call  protection,  shun  it; 
the  yield  is  probably  high  because 
institutional  investors  are  avoiding  it. 

Pacific  Gas  &  Electric  and  its  myriad 
of  bond  issues  is  an  example  of  the 
differences  in  yield  that  can  result  due 
to  carrying  degrees  of  call  protection. 
On  Nov.  30,  PG&E  marketed  a  $175- 
million  is.sue  at  8.28%.  Meanwhile,  an 
existing  issue  of  958S  of  2006  was  sell- 
ing in  .secondary  trading  at  a  yield  ol 
8.85%.  The  reason  the  9^s  are  yielding 
more  is  simply  that  they  may  be  re- 


funded starting  in  1979  at  a  premium 
that  is  a  bit  below  the  current  mar- 
ket price  of  the  bonds. 

At  the  other  extreme  are  deep-dis- 
count bonds.  PG&E,  with  some  43  is- 
sues outstanding,  has  examples  of  this 
too.  Its  4.25s  of  1995  have  been  sell- 
ing at  62— a  yield  to  maturity  of  8.25%. 
These  discount  bonds  yield  less  than 
the  9?8S  and  even  the  newer  issue,  be- 
cause they  are  virtually  call-proof. 
Who'd    refund    a    4.25%   bond    now? 

However,  the  deep  discount  bonds 
have  a  drawback:  Their  current  yields 
are  lower  than  they  should  be,  part- 
ly because  some  of  the  return  would 
be  taxable  to  individuals  at  more 
attractive  capital  gains  rates  and 
partly  because  they  are  attractive  to 
speculators. 

Most  corporate  bonds  issued  today 
cany  protection  from  refunding  for  a 
period  of  five  to  15  years.  The  best 
call  protection  comes  with  U.S.  Trea- 
sury bonds.  In  most  cases  they  are 
not  callable  or  are  redeemable  only 
during  a  period  preceding  maturity 
by  five  years.  The  7J8S  of  2000  are 
not  callable  before  1995.  The  inves- 
tor who  takes  a  position  now  gets  pro- 
tection for  19  years. 

Therefore,  I  would  recommend  that 
an  individual  investor,  currently  con- 
.sidering  purchase  of  a  bond,  avoid 
the  highest  coupon  issues.  While  it 
may  be  tough  to  resist  the  attractive 
rates  of  return  on  these  securities,  it 
is  wiser  to  do  so  than  to  have  your 
principal  returned  at  a  time  when 
the  money  could  be  reinvested  only  at 
much  lower  yields.  I  think  the  prc- 
mium  price  paid  for  deep-discount 
issues  is  too  stiff  for  the  rewards  and 
potential  these  issues  offer. 

With  these  caveats,  I  would  slronj.; 
ly  recommend  purchase  of  high- 
grade  long-term  bonds.  The  profit  po- 
tential isn't  as  great  as  it  was  a  Near 
ago,  but  it  looks  a  lot  more  certain, 
and  yields,  in  my  opinion  at  least, 
still  have  a  good  way  to  go  down.   ■ 
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Not  too  big 

to  lose  the  personal  toudi 


Incidentally,  we  are  one  of  the  larger  firffis  on  Wall 
Street.  But  only  incidentally.  Being  biggest  is  not  what 
the  investment  business  is  all  about. 

Being  personally  attentive  is.  Attentive  to  every  in- 
vestor, institutional  or  individual. 

We  have,  for  example,  the  largest  Research  Depart- 
ment of  any  Wall  Street  firm  except  one.  But  its  value 
lies  in  quickly  singling  out  information  specifically  use- 
ful to  you,  while  there's  time  for  you  to  use  it. 

Our  registered  representatives  put  in  more  time  and 
manpower  per  investor  than  many  brokers  we  know  of. 
Working  closely  with  our  portfolio  strategists,  they  keep 
you  current  on  pertinent  trends,  and  watch  for  new  and 
better  ways  to  meet  your  objectives. 

Your  account  has  ready  access  to  the  talents  of  our 
topmost  specialist  — recognized  authorities  in  econ- 
omics, corporate  and  municipal  bonds,  preferred  stocks, 
utility  securities,  portfolio  management,  options,  tax 
shelters  and  other  areas. 


We  draw  on  the  resources  of  Kidder,  Peabody  office 
around  the  world  when  your  strategy  has  internationa 
scope. 

We're  big  enough  to  cover  a  whole  wide  world  o 
investment  and  finance. 

But  never  too  big  to  sort  it  out  carefully  for  you. 


Kidder,  Peabody  &  Co.  Incorporated 

10  Hanover  Square 
New  York,  NY  10005 


F-1 


Gentlemen:  Please  send  me  your  Investment  Strategy  Report. 

Name . 


Address. 

City 

I    Tel:( 


.State- 


.Zip_ 


Kidder,  Peabody  &  Co. 

Incorporated 
Founded  1865  •  50  Offices  Worldwide 

Why  not  invest  where  professionals  invest? 
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Stocks  For  1977 


By  Lucien  O.  Hooper 


1  here's  no  need  to  waste  space  talk- 
ing about  the  economy:  Business  is 
beginning  to  get  better,  and  it  is  about 
to  get  a  lot  better.  The  stock  market 
has  made  an  important  bottom  and  is 
moving  higher.  The  fear  of  inflation 
is  fading,  and  so  is  the  fear  of  reces- 
sion. Interest  rates,  as  anticipated  in 
this  column,  are  lower  and  trending 
down.  This  is  a  time  to  think  in  terms 
of  higher  prices  for  both  stocks  and 
bonds.  Readers  are  interested  in  ideas 
about  individual  stocks.  I  will  paint 
with  a  broad  brush  because  I  wish 
to  mention  many  issues. 

First  are  some  investment-quality 
stocks  which  have  declined  sharply 
from  their  1976  highs:  Dow  Chemi- 
cal (40) ,  down  from  a  high  of  57J4  this 
year;  Union  Carbide  (57),  off  from  a 
1976  top  of  76^;  Archer-Daniels- 
Midland  (19),  down  from  313^;  Al- 
lied Stores  (48),  off  from  59^;  and 
Black  &  Decker  (19),  which  sold  up 
to  42?^  in  1973  and  as  high  as  28^ 
even  in  1976. 

Low-Priced  Speculations 

Secondly,  your  attention  is  directed 
to  some  fast-moving  low-priced  stocks 
that  are  being  neglected.  Gino's  (8), 
down  from  a  top  of  18  this  year,  has 
had  a  disappointing  year  due  to  some 
management  mistakes  now  being  cor- 
rected. Earnings  may  not  be  much 
over  $1.20  this  year  as  against  $1.63 
in  1975,  but  a  good  rebound  is  due 
next  year.  Terra  Chemicals  Interna- 
tional (10),  which  had  a  poor  year 
in  1976,  with  profits  down  from  $3.25 
to  around  $2  a  share,  is  expected  to 

Mr.  Hooper  is  vice  president  of  the 
NYSE  firm  of  Thomson  <b  McKinnon 
Auchincloss  Kohlmeyer  Inc. 


"The  stock  market  has  made  an  important 
bottom  and  is  moving  higher." 


do  much  better  in  1977.  So  is  Indus- 
trial Fuels  (12),  a  super-leverage 
situation  in  the  coal  industry.  This 
company's  earnings  always  rise  more 
than  the  industry's  in  a  good  coal 
year  and  drop  more  than  the  indus- 
try's in  a  bad  coal  year.  Last  year  IF 
earned  only  $1.20  a  share  vs.  $6.55 
in  the  previous  12  months. 

Some  less  speculative,  low-priced 
stocks  which  have  appeal  are  Inde- 
pendent Life  6-  Accident  Insurance 
(12),  which  pays  68  cents  and  earns 
about  $2  a  share;  Overhead  Door 
(11),  paying  50  cents  and  earning 
about  $1.20;  First  Mississippi  (12), 
which  pays  36  cents  and  earned 
$1.51  a  share  last  year  during  a  bad 
fertilizer  period;  Howard  Johnson 
(11),  which  probably  earned  about 
$1.35  this  year  as  against  $1.11  last; 
and  EGOG  (16),  a  high-technology 
growth  stock  earning  about  $1.40  and 
paying  18  cents,  which  sold  as  high 
as  19/2  this  year  and  as  high  as  72  a 
few  years  ago. 

If  you  really  want  to  speculate  on 
an  "all  or  nothing"  basis.  White  Mo- 
tor (5)  is  a  good  wager  on  survival, 
and  United  Brands  (7)  has  many 
problems  to  solve.  Arizona-Colorado 
Land  &  Cattle  (4)  is  by  no  means  as 
hopeless  a  situation  as  the  low  price 
of  the  stock  suggests.  If  you  want  to 
play  with  stocks  like  this,  and  with 
most  of  the  airlines  that  sell  under  10, 
the  thing  to  do  is  to  buy  a  package 
and  get  real  diversification.  One  could 
buy  100  shares  of  each  of  the  issues 
mentioned  in  this  paragraph,  plus  100 
TWA  and  100  Eastern  Air  Lines,  for 
about  $3,600  or  $3,700. 

Fairchild  Camera  &  Instrument 
(41)  is  a  stock  to  trade  in  rather  than 
hold.  Nevertheless,  it  seems  to  me  that 
anyone  who  buys  the  stock  now  could 
realize  a  nice  profit  by  sometime  next 
year.  Earnings  in  1976  probably 
were  a  little  over  $2  a  share,  but 
$4.75  to  $6  looks  possible  for  this 
semiconductor     industry     issue     next 


year.  The  stock  sold  as  high  as  6234 
last  year  and  up  to  144/2  in  1966. 
Portec,  Inc.  (20),  paying  80  cents 
and  earning  perhaps  $2.75  a  share  in 
1976,  looks  like  a  reasonably  "safe" 
investment  in  the  rehabilitation  of 
America's  railroads,  a  program  which 
has  been  slow  in  getting  off  the 
ground.  It  is  a  stock  with  which  I 
feel  very  comfortable.  Both  U.S.  Gyp- 
sum (25),  paying  $1.60  and  earning 
$2  or  more,  and  National  Gypsum 
(17),  earning  $1.60  and  paying 
$1.05,  look  like  good  participations  in 
the  recovery  in  residential  building, 
although  I  prefer  Jim  Walter  (40). 

Growth  Stock 

Marriott  Corp.  (13)  always  sells 
high  in  relation  to  earnings,  which 
probably  were  90^cents  a  share  last 
year.  However,  the  company  is  the 
Tiffany  of  the  industry,  and  the  stock 
is  selling  at  only  a  little  more  than  a 
third  of  the  high  price  of  37/8  record- 
ed in  1973.  Marriott  has  more  than 
1,200  restaurants,  33  hotels,  61  ser- 
vice kitchens  at  52  airports  and 
60,000  employees.  Here  is  a  stock  that 
was  far  too  high  for  a  long  time  but 
which  is  now  getting  down  to  where 
it  is  an  attractive  growth  value. 

Unfortunately,  a  column  like  this 
which  covers  so  much  ground  can't  be 
very  analytical.  I  would  like  once 
more,  however,  to  call  attention  to 
North  American  Philips  (29),  which 
probably  earned  about  $4.25  a  share 
in  1976  and  which  could  do  much 
better  in  1977.  Through  its  Magnavox 
division  this  company  is  expected  to 
begin  making  and  delivering  its  opti- 
cal video-disc  player  in  1977.  NPll 
is  in  shavers  and  many  kinds  of  con- 
sumer goods,  in  pharmaceuticals,  in 
professional  instalments,  in  music,  in 
television  and  other  cameras,  in  lamps 
and  lighting  systems  and  in  electronic- 
applications.  Right  now.  this  is  one 
of  my  favorite  stocks,  either  for 
trading  or  investment  acctnnulation.  ■ 
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THERE  IS  A  WORD 
FOR  R  OOmPRflV  THRT 
BECOniES  THE 
RATIOn'S  5TH IRRGEST 
CHEIIIICRI  COfflPRRV 

III  JUS  I  ^  c5  teIIRS* 


COmPETITIVE. 


What  makes  this  all  the  more  What  all  this  adds  up  to  is  a 

interesting  is  that,  in  the  quarter      .  company  and  a  management  team 

century  just  ended,  this  121-year-old  imbued  with  the  spirit  of  the 

firm  changed  businesses  and  even  American  competitive  system, 

switched  continents.  This  made  the  A  spirit  that  plays  to  win.  And  the 

company  less  susceptible  to  the  will-to-win  is  one  of  the  strongest 

fluctuations  of  the  economy  and  motivating  forces  in  the  company, 

less  vulnerable  to  the  upheavals  of  And  we  have  a  25-year  record  to 

world  politics.  prove  it. 

Today,  W.  R.  Grace  &  Co.  is  no  If  you  would  like  to  know  more 

longer  in  the  steamship  business,  about  us,  write  for  our  current 

no  longer  trading  in  Latin  America,  financial  statement  and  our  booklet, 

Today,  Grace  is  the  nation's  5th  "A  Management  Perspective." 

largest  chemical  company.  W.  R.  Grace  &  Co.,  Grace  Plaza, 

Asa  major  factor  in  the  1114  Avenue  of  the  Americas, 
chemical  industry,  Grace  produces  New  York,  N.Y.  10036,  Dept.  F-5. 
specialty  chemicals  that  benefit 
the  consumer;  that  help  feed  the 
world;  that  create  new  products,  W.R.Grace  &  Co. 
markets  and  opportunities.  Grace 
is  also  a  growing  factor  in  natural 
resources  and  in  selected  con- 
sumer businesses.  Today  Grace  

does  over  $3^2  billion  in  sales.  chemicals  •  Natural  Resources  •  Consumer  Products 


W.  R.  Grace  &  Co. 

GRACE 


Consider  our  connections. 


I 


\ 


4 


4! 


One  of  the  more  distinctive  aspects  of  our  corporate  enterprise  is 
tiie  web  of  connections  between  our  four  general  business  activities. 


The  activities: 

1.  Primary  manufacturing— paper 
products. 

2.  Primary  manufacturing— wood 
products. 

3.  Converting/distributing— paper 
products. 

4.  Converting/distributing— wood 
products. 

The  connections: 

1.  Both  primary  manufacturing 
activities  depend  on  the  same 
resource,  trees,  to  produce  our  first 
generation  products:  paper,  pulp, 
lumber  and  plywood. 

Also,  our  pulp  and  paper  mills 
make  use  of  most  of  the  residues 
from  our  lumber  and  plywood  mills. 
Little  is  wasted. 

2.  Both  converting  activities  use 
our  mills'  first  generation  products  to 
produce  our  second  generation 
products:  composite  cans,  corrugated 
containers,  envelopes,  prefabricated 
building  components,  kitchen 
cabinets,  doors  and  paneling. 

3.  Our  converting  activities  also 
look  to  each  other  for  supplies.  For 
example:  our  business  papers  are  apt 
to  come  packaged  in  our  corrugated 
containers;  our  manufactured  houses 
might  well  include  our  doors,  panels 
and  kitchen  cabinets. 

Why  these  connections  are  important: 

1.  They  enable  us  to  add  value  to 
our  basic  paper  and  wood  products. 


This  means  added  profits. 

2.  They  ensure  each  of  our 
business  activities  adequate  sources 
of  supply. 

Our  strongest  connection: 

All  our  business  activities  are 
ultimately  rooted  in  the  forest; 
everything  starts  with  trees,  a 
renewable  resource  we  have  in  good 
supply. 

Including  joint  ventures,  we  own 
over  2  million  acres  of  timberland  and 
hold  long  term  harvesting  rights  on 
5  million  more.  If  we  manage  these 
lands  thoughtfully,  they'll  supply  us 
eternally. 

We  shall.  We  see  our  future  in 
forest-related  products.  We've  been 
manufacturing,  converting  and 
distributing  them  since  Boise  Cascade 
was  first  formed  back  in  1957.  And  we 
intend  to  continue. 

For  a  detailed  picture  of  Boise 
Cascade,  write  for  our  annual  report, 
c/o  Boise  Cascade  Corporation, 
Communications  Dept.,  One 
Jefferson  Square,  Boise,  Idaho  83728. 

For  a  more  dispassionate  view, 
call  your  broker. 


Boise  Cascade 
Corporation 
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Synthetic  Natural  Gas 


Peoples  Gas  puts 
new  SNG  plant  on  stream, 

will  produce  up  to 
53  billion  cubic  feet  ayear. 


One  of  the  w^^s  Peoples  Gas  woii^  to  supply  gas 
energy  for  14  million  people  in  Mid-America. 


Financial  experts  rank  Peoples  Gas 
among  tx^  three. 

The  profile  below  shows  how  Peoples 
Gas  ranked  in  a  recent  independent 
survey  in  which  350  respondents  in 
the  financial  community — analysts, 
bankers,  brokers,  and  mutual  fund 
administrators— were  asked  to 
conpare  eight  leading  gas  companies 
on  a  number  of  key  fectors. 


During  the  1975-76  heating  season, 
Peoples  Gas  completed  final  tests  on  a 
major  project  that  will  help  provide 
gas  for  its  Chicago-area  customers  in 
die  years  ahead. 

Built  at  the  cost  of  $  100  million, 
the  new  McDowell  Energy  Center — 
located  on  a  235-acre  site  near  Joliet, 
Illinois— will  produce  enough  syn- 
thetic natural  gas  (SNG)  to  heat 
300,000  homes  every  year. 

SNG  performs  like  natural  gas. 

This  highly-automated  complex 
uses  the  Catalytic-Rich-Gas  Process 
to  transform  liquid  hydrocarbon  feed- 
stocks into  SNG.  Its  heating  value  is 
equivalent  to  natural  gas,  and 
The  Peoples  Gas  Light  and  Coke 
Company,  our  Chicago  distribution 
utility,  can  use  the  two  fiiels  inter- 
changeably in  its  pipelines. 


Daily  oiiQnit  up  to 
160  million  cubic  feet. 

McDowell  Energy  Center  has  the 
capacity  to  process  and  enrich  30,000 
barrels  of  liquid  hydrocarbon  feed- 
stocks into  160  million  cubic  feet  of 
SNG  every  day. 

That  is  a  potential  53  billion  cubic 
feet  a  year,  an  amount  equal  to  17 
percent  of  Peoples  Gas  Light's  current 
annual  supplies  of  natural  gas.  The 
SNG  produced  at  the  plant  will  either 
be  delivered  to  customers  or  used  to 
build  storage  inventories  for  winter- 
time use. 

The  new  $100  million  SNG  plant 
will  help  us  continue  providing  gas 
for  use  by  customers  in  the  Chicago 
area.  But  if  s  only  one  part  of  the 
Peoples  Gas  systenf  s  multi-faceted 
program  to  cope  with  the  nation's 
growing  shortage  of  natural  gas. 


Peoples  Gas  Profile 

A.      B.      C.      D.      E.       F. 
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A-  "Sound  financial  Structure" 
B.  "Aggressive  exploration 

programT 
C  "Good  managemenf 

D.  "Progressive" 

E.  "Active  in  research  to  develop 
new  sources  of  gas  energy^ 

F.  "Good  earning^ 

For  more  information  concerning 
Peoples  Gas— and  to  get  a  better  look 
at  the  dominant  gas  system  in  Mid- 
America  —  send  for  our  Annual  Report 
Write  Peoples  Gas  Company, 
P.O.  Box  22,  Chicago,  Illinois  60690. 


Peoples  Gas  Company 

The  gas  system  walking  for  Mid-America. 


The  Peoples  Gas  System:  Natural  Gas  Pipeline  Company  of  America,  The  Peoples  Gas  Light  and  Coke  Company,  North  Shore  Gas  Company,  Haipcr  Oil  Comprnty. 
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Money  And  Investments 


Stock  Comments 


Crystal-Ball  Time 


By  Heinz  H.  Biel 


o 


nee  again  it  is  the  time  for  all 
good  men  to  stick  out  their  necks  and 
go  on  record  with  their  predictions 
of  things  to  come.  It  can  be  a  hum- 
bling experience,  as  I  have  come  to 
learn  over  the  years.  Still  my  1976 
predictions  proved  to  be  reasonably 
accurate.  Under  the  heading  "Modest 
Expectations,"  I  forecast  that  1976 
would  top  the  1975  high  of  882  in 
the  Dow,  but  warned  that  the  year 
would  not  be  nearly  as  good  as  1975, 
when  the  market  rose  more  than  50% 
from  its  low.  "A  multihundred-point 
gain  in  the  Dow  is  conceivable,  but 
not  likely,"  I  wrote.  At  its  peak  last 
September  the   Dow  had  topped  its 

1975  high  by  about  133  points  or  15%. 
I   am   afraid   that   my   expectations 

for  the  coming  year  are  as  modest  as 
they  were  a  year  ago,  perhaps  even 
more  so.  I  can  visualize  1200  for  the 
Dow,  but  I  have  to  strain  to  do  so  and 
I  would  not  bank  on  it.  I  do  feel  rea- 
sonably   certain,    however,    that    the 

1976  high  of  1015  will  be  exceeded. 
Corporate  profits  this  year  are  not 

quite  as  good  as  had  been  expected 
after  the  splendid  results  of  the  soar- 
ing first  quarter.  Subsequently,  the 
rale  of  expansion  perceptibly  slowed 
down  and,  as  I  mentioned  in  my  pre- 
vious column,  foreign  exchange  losses 
also  took  a  bite  out  of  projected  earn- 
ings. Nevertheless,  1976  earnings  on 
the  Dow  jvill  probably  be  around 
$100  a  sl^are,  which  makes  for  a 
rather  conservative  multiple. 

Yield  Gap 

I  tJimk  next  year's  profits  will  be 
liigher,  perhaps  by  about  107c,  but 
there  are  so  many  unanswerable  ifs 
that  forecasts  are  reduced  to  a  guess- 
ing game. 

Even  though  there  have  been  well 

Mr.  Biel  is  a  senior  vice  president  of 
the  Neiv  York  Stock  Exchange  firm 
of  Hoppin,  Watson  Inc. 


". . .  my  expectations  for  the  coming  year 
are  modest. ...  I  can  visualize  1200  for 
the  Dow,  but  I  have  to  strain  to  do  so 


over  2,000  dividend  increases  in  the 
first  ten  months  of  this  year,  the  yield 
gap  is  still  forbiddingly  wide.  Despite 
the  rise  in  bond  prices,  reducing  yields 
on  highest-grade  long-term  bonds  to 
about  8%,  bond  yields  are  still  nearly 
twice  as  much  as  the  dividend  return 
on  the  average  stock.  This  handicap 
for  stocks  will  continue  even  if  divi- 
dends increase  further,  and  if  renewed 
inflation  pushes  bond  yields  up  again 
it  will  get  worse. 

Checking  The  Record 

Although  most  stocks  usually  go 
with  rather  than  against  the  general 
market  trend,  stock  selection  is  im- 
portant. Last  year's  pickings  did  al- 
right. All  of  the  stocks  mentioned 
here  a  year  ago  paid  record  divi- 
dends in  1976  and  most  of  them  will 
report  record  profits. 

Here's  the  rundown: 

R.R.  Donnelley,  a  first-class  blue 
^hip,  is  ending  the  year  with  a  disap- 
pointing net  gain  of  barely  10%.  Ap- 
parently the  yield  is  still  too  low  to  be 
appealing  to  investors.  Brockwatj 
Glass,  on  the  other  hand,  went  from 
23  to  36  and  then  settled  back  at 
around  31,  presumably  reflecting  ap- 
prehension over  a  possible  spreading 
of  bans  on  no-return  bottles.  Such 
fears  may  be  exaggerated  or  at  least 
premature. 

General  Signal  rose  from  37  to  a 
high  of  57  and  now  sells  at  around 
50.  Its  promising  oudook  is  reflected 
in  a  low  yield  and  a  relatively  high 
P/E.  Harnischfeger  went  from  27  to 
45i^  and  then  split  2-for-l,  but  a  de- 
clining order  backlog  and  the  con- 
tinuing softness  in  construction  equip- 
ment have  had  a  depressing  effect  on 
the  stock,  which  now  sells  at  around 
16.  Finally,  there  was  Royal  Dutch 
(47),  which  fared  rather  well  but  not 
significantly  better  than  other  inter- 
national oils. 


More  important  than  trying  to  pick 
winners  is  trying  to  avoid  possible 
losers.  I  succeeded  in  doing  that  last 
year,  and  it  will  continue  to  be  my 
primary  objective. 

For  the  past  several  years  I  have 
had  strong  liking  for  Carborundum 
(32).  It  proved  to  be  rewarding.  As 
a  market  performer  it  ran  circles 
around  Minnesota  MiniJig,  with  whom 
it  has  a  minor  similarity,  doubling  in 
price  in  the  past  couple  of  years, 
while  3M,  rated  A-f-,  stood  still.  Car- 
borundum's growing  diversification 
has  made  the  company  far  less  cycli- 
cal than  it  was  in  the  past.  The  1974 
recession  had  no  visible  impact  on 
either  sales  or  profits;  1976  is  the 
fifth  year  in  a  row  for  record  earn- 
ings and  higher  dividends.  I  expect 
nothing  less  for  next  year. 

In  previous  issues  I  have  com- 
mented favorably  on  Gould  (26)  and 
Emhart  ( 34 ) .  Both  stocks  have  be- 
haved well  during  the  recent  stock 
market  unsettlement,  and  I  continue 
to  favor  them. 

Superior  Qualit/ 

If  you  can  afford  to  own  a  stock 
with  a  cash  yield  of  less  than  0.3% 
and  selling  at  a  fairly  high  multiple, 
consider  Disney  (45),  a  superbly 
managed  company  which,  despite  its 
rapid  growth,  is  virtually  free  of  debt. 
Although  1976  profits  failed  to  reach 
analysts'  estimates,  the  fault  lies  with 
the  estimates  rather  than  the  compa- 
ny's performance. 

My  favored  electric  utility  is  Wis- 
consin Electric  Power  (29).  The  com- 
pany, which  uses  virtually  no  oil  for 
power  generation,  follows  exception- 
ally conservative  accounting  policies. 
The  stock  sells  at  9)2  times  current 
earnings  and  yields  nearly  7%.  Other 
electric  utilities  may  have  more  favor- 
able ratios,  but  the  quality  of  WPC 
is  superior.   ■ 
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Money  And  Investments 


''My  Son,  The  Analyst''— 
Doctors  On  Wall  Street 


Is  THERE  a  doctor  on  The  Street? 
There  sure  is;  in  fact,  there  are  at 
least  three  of  them  working  as  drug 
analysts  for  major  investment  houses: 
Dr.  John  Huebner,  32,  who  has  been 
at  Merrill  Lynch  since  1974;  Dr.  John 
Abeles,  a  31-year-old  physician  with 
two  years  at  Kidder  Peabody;  and  Dr. 
Bernard  Levine,  who  has  been  at  F. 
Eberstadt  &  Co.  since  1974. 

The  esteemed  doctors'  knowledge 
of  medical  science  comes  in  mighty 
handy  in  evaluating  drug  companies' 
claims  about  the  eflBcacy  of  their 
products.  But  why  would  a  physician 
pass  up  a  chance  at  a  hundred  grand 
or  more  per  year  in  private  practice? 
"I  don't  live  my  life  that  way,"  says 
Dr.  Abeles.  The  Rhodesian-bom 
Abeles,  who  has  worked  at  Sterling 
Drug,  Pfizer  and  USV,  says  he  craves 
the  intellectual  stimulation  of  security 
analysis.  "I  could  make  over  a  hun- 
dred thousand  a  year,  sure;  but  I 
could  also  be  extremely  bored  with 
the  routine,"  he  says.  "I  get  much 
more  of  a  broad  education  at  this  job 
than  I  would  even  at  a  position  at  a 
university." 

That  goes  for  Dr.  Huebner,  too. 
He  went  right  from  high  school  into 
Northwestern  University's  six-year 
program  integrating  college  with  med- 
ical school.  Says  he:  "About  half  way 
through  I  began  to  feel  that  I  hadn't 
had  the  chance  to  try  other  things,  to 
find  out  what  I  really  wanted  to  do. 
I  became  very  interested  in  the  stock 
market  and  decided  I  didn't  want  to 
practice  clinical  medicine." 

Being  an  M.D.,  C.F.A.  has  its  ad- 
vantages. An  official  at  one  medium- 
sized  drug  company  says,  "The  physi- 
cians on  our  research  staffs  regard 
these  guys  as  colleagues,  not  ana- 
lysts. So  what  might  happen  is  our 
doctors  might  start  chattering  to  these 
guys  about  their  research,  and  we 
have  to  say,  'Whoa!  There  are  such 
things  as  disclosure  laws.  .  .  .'  " 

Abeles  agrees  that  he  picks  up  in- 
formation at  medical  conferences, 
among  other  sources.  The  conferences 
are  open  to  the  public,  but  the  in- 
formation is  often  difficult  for  the 
ordinary  analyst  to  elicit  (or  even 
to  understand). 

What  stocks  do  the  doctors  like? 
There  seems  to  be  some  professional 


"You've  got  to  do  what 
you  enjoy,  and  what  you 
think  you're  best  at.' 
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disagreement.  SmithKline,  American 
Home  Products,  Baxter  Laboratories, 
Bristol-Myers,  Eli  Lilly,  Schering- 
Plough,  Squibb,  Warner-Lambert  and 
Syntex  are  on  Merrill  Lynch's  recom- 
mended list,  Huebner  says,  with  the 
first  three  its  strongest  buys.  He  is 
particularly  impressed  with  the  medi- 
cal potential  of  Tagamet,  SmithKline's 
anti-ulcer  drug  {see  p.  30). 

Dr.  Abeles  says  that  individual  ana- 
lysts at  Kidder  Peabody  do  not  make 
official  recommendations,  but  that 
their  information  is  processed  by  a 
portfolio  strategy  committee  using, 
among  other  mechanisms,  a  computer 
model  of  the  stock  market.  The  only 
drug  stock  the  committee  views  as  un- 
dervalued, Dr.  Abeles  says,  is  Pfizer. 
It  now  sells  at  27;  Kidder  Peabody 
thinks  it  could  support  a  price  in  the 
upper  30s.  Dr.  Levine  of  Eberstadt 
is  part  of  a  team  of  four  analysts, 
which  is  giving  its  strongest  backing 
to  Schering-Plough,  Upjohn,  Warner- 
Lambert  and  Johnson  &  Johnson. 

Concludes  Huebner:  "I  don't  rec- 
ommend this  job  for  physicians.  I 
mean,  it's  pretty  silly  to  go  to  med 
school  with  the  idea  of  ending  up  on 
Wall  Street.  But  you've  got  to  do 
what  you  enjoy  and  what  you  think 
vou're  best  at." 


Junk  Bonds  Indeed! 

It  has  been  a  so-so  year  in  the  stock 
market,  but  a  banner  year  for  so- 
called  junk  bonds.  A  junk  bond,  of 
course,  is  an  obligation  that  sells  at 
a  big  discount  because  the  compa- 
ny itself  is  .shaky  or  out  of  favor  or 
both.  Junk  bonds  cover  a  wide  gamut: 
obligations  of  marginal  railroads;  ob- 
ligations of  overborrowed  companies 
like  Rapid-American  (Forbes,  Not;. 
15).  Low-yielding  convertible  bonds 
that  were  originally  purchased  be- 
cause the  conversion  privilege  seemed 
to  have  .some  value,  but  no  longer 
has,  are  a  related  speculation. 


The  Street  Walker  I 


Typical  of  the  shrewd  investors 
who  have  profited  is  a  customer  at  a 
large  Manhattan-based  brokerage 
firm.  This  speculator  did  very  well 
for  himself  buying  bonds  of  Chase 
Manhattan's  troubled  real  estate  in- 
vestment trust.  He  won't  let  us  use 
his  name  and  neither  will  his  firm, 
but  we  can  vouch  for  the  figures. 

In  a  four-month  tiansaction,  he 
bought  $100,000  face  value  of  the 
bonds  paying  7}2  due  1983.  In  the 
fall  of  1975  these  were  seUing  at  $30 
per  $100  of  face  value.  Most  mem- 
ber firms  require  equity  of  only  30% 
of  the  bonds'  selling  price,  so  he  only 
had  to  put  up  $9  for  each  $100  of 
face  value. 

Now,  on  this  equity  investment  of 
$9,000  he  received  four  months'  ac- 
crued interest  of  $2,500.  The  interest 
charged  him  for  his  margin  balance 
($21,000)  averaged  about  7%  an- 
nually and  was  $490,  giving  him  a 
profit  of  $2,010.  So  his  return  on 
equity  was  22%  for  four  months— an 
annualized  return  of  67%. 

In  the  meantime,  the  bonds  rose 
from  $30  to  $52,  giving  him  capital 
appreciation  of  an  extra  $22,000.  The 
overall  gain  on  his  $9,000  was 
$24,010  or  267%  for  four  months- 
which,  annualized,  is  an  800%  return. 

But  he  warns  that  this  is  a  rough 
game.  Junk-bond  prices  on  the  Big 
Board  are  strictly  auction  price,  with 
no  specialists  to  support  them.  So  if 
you  miscalculate  and  something  goes 
wrong,  or  if  interest  rates  go  up 
again  or  a  rumor  spreads,  prices  may 
plummet  and  you  will  be  immediately 
called  for  more  margin  or  sold  out 
at  very  poor  prices. 

The  key  to  success,  he  says,  is: 
Don't  be  greedy;  sell  on  strength; 
don't  wait. 

So  much  for  1976.  How  about 
1977?  The  game  is  pretty  well  over, 
our  successful  speculator  thinks.  He 
feels  junk  bonds  are  rather  vulner-  ■ 
able  right  now,  having  risen  in  price 
anywhere  from  50%  to  100%  from  the 
1974  lows.  Supposing  interest  rates 
should  start  going  up  again;  that 
could  set  the  bonds  back  and  increase 
the  costs  of  carrying  them  on  margin. 
In  other  words,  the  risk/ reward  ratio 
has  turned  imfavorable  for  these 
bonds.  Our  speculator  has  sold  his 
Avco  and  Telex  bonds.  The  only  ones 
he  still  hangs  onto  are  Rapid-Ameri- 
cans—the  only  ones  he  held  that 
haven't  yielded  him  much  of  a  pvnf- 
it  yet.    ■ 
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Win  Red-Hot 

Suspenders 

Rolling  Stone  is  a  red-hot,  phenomenally  successful  magazine. 

The  18-to-34-year-old  magazine.  We  want  you  to  know  more  about  our 

nearly  3  million  readers;  hence,  this  special  contest  for  Forbes  readers  only. 

All  you  have  to  do  to  win  is  read  and  check  each  of  the  statements  below. 

Rolling  Stone  is 

D  a  colorful,  opinionated,  deeply  involved,  totally  honest,  brilliantly  written,  exciting, 

gutsy  magazine 
D  the  only  magazine  in  America  written  by  —  and  for  —  a  special  generation. 

The  Rolling  Stone  reader 

D  is  bright,  acquisitive,  adventurous    D  buys  67  record  albums  a  year 
D  has  more  savvy,  more  money  than  you  had  at  the  same  age 
Rolling  Stone  has  a  unique  rapport  with  its  nearly  3  million  readers: 
D  they  believe  their  favorite  magazine,  trust  it,  live  by  it,  buy  by  it 
D  they  spend  an  average  of  I  hour,  28  minutes  with  each  issue 

Rolling  Stone's  advertising  revenues  have  skyrocketed.  In  the  past  3  years . . . 

D  from  less  than  $2  million  to  more  than  $6  million 

D  the  biggest  gains  in  these  years  of  any  major  magazine 

How  to  win  your  red-hot  suspenders. 

If  you  read  the  statements ...  if  you  found  them  all  to  be  substantially  true ...  if  you  agree 
that,  yes.  Rolling  Stone  is  a  red-hot  magazine . . .  and  if  you  hurry  (we  only  have  1 ,000 
suspenders !) . . .  then,  on  your  business  letterhead,  write  your  name,  yourtitle  and  these  words: 

Please  send  me  my  Red-Hot  Rolling  Stone  Suspenders^ 

Mail  to  Red-Hot  Rolling  Stone,  ^ 

78  East  56th  Street,  New  York,  New  York  10022. 


1. 


2. 
3. 
4. 


Money  And  Investments 


The  Funds 


ongrels  That  Become  Thoroughbreds 


Investors  have  largely  kicked  a  bad 
habit  picked  up  in  the  late  Sixties: 
stampeding  into  a  small  fund  because 
it  had  performed  spectacularly  for  a 
brief  period  of  time.  Where  once  in- 
vestors would  have  rushed  to  call 
brokers,  now  they  simply  yawn  and 
turn  to  the  sports  page. 

So  it  really  isn't  surprising  that 
Mutual  Shares  (assets:  $15  million), 
which  has  jumped  up  42%  this  year, 
vs.  12%  for  the  Dow  Jones  industrials, 
hasn't  had  hordes  of  eager  investors 
banging  on  the  door.  The  fund  has  at- 
tracted several  million  dollars  in  new 
money,  but  that's  peanuts  compared 
with  what  such  a  record  would  have 
brought  in  a  few  years  ago. 

This  suits  Mutual's  boss-manager. 
Max  L.  Heine,  just  line.  Money  that 
comes  in  looking  for  quick  profit,  says 
Heine,  "can  leave  just  as  quickly." 
Heine  took  over  the  fund  in  August 
1975  from  his  retiring  partner,  Joseph 
Galdi.  The  two  men,  who  have  been 
managing  money  for  decades,  started 
the  fund  back  in  1949,  but  they  made 
no  effort  to  market  it.  They  preferred 
managing  their  own  money  and  the 
funds  of  large  clients,  as  well  as  run- 
ning their  smallish  brokerage  firm, 
Herzog  Heine  &  Co.  (formerly  Heine 
Fishbein  &  Co. ) . 

Mutual  has  compiled  one  of  the 
best  long-term  records  in  the  indus- 
try. In  the  latest  Forbes  Mutual  Fund 
Survey  (Aug.  15),  it  rated  an  A-f-  for 
performance  in  up  markets  and  a  B 
for  performance  in  down  markets. 

Mutual  invests  in  stocks  and  bonds 
that  would  make  most  people  blanch, 
common  stocks  of  companies  that 
most  have  never  heard  of:  Barton 
Brands,  Ltd.,  Schenuit,  Stecher- 
Traimg-Schmidt,  United  Artists  The- 
atre Circuit— American  Stock  Ex- 
change or  over-the-counter  stocks. 

But  Heine  is  no  indiscriminate  col- 
lector of  cats  and  dogs;  like  the  late 
Benjamin  Graham,  he  looks  for  in- 
trinsic value.  "We  go  into  .securities 
which  we  consider  undervalued  jjased 
on  their  potential,"  says  Heine.  "Po- 
tential is  not  a  vague  estimate  of  fu- 
ture earnings,  which  I  find  one  of  the 
most  unreliable  methods  of  gauging 
security  values,  but  the  actual  value 
of  the  as.sets. 

"The  typical  stock  that  I  like  to 
accumulate  would  sell  at  half  net  as- 
set value,  have  a  price/eaniings  ratio 


of  five,  and  would  have  a  good  busi- 
ness, preferably  without  debt.  A  typi- 
cal example  is  National  Presto,  a  small 
appliance  maker.  When  I  bought  th^ 
stock,  it  .sold  at  30,  had  a  book  value 
of  55,  mostly  in  current  assets,  and 
practically  no  debt."  Only  once  did 
Mutual  Shares  abandon  its  principles, 
when  it  got  caught  in  the  speculative 
frenzv    of   the    late    1960s.    "We    lost 


The  Touch:  Young  Heine  urged  his 
father  to  sell  in  the  late  1920s.  His 
timing  and  sense  of  value  remain  keen. 


money,"  recalls  Heine  niefuUy. 

A  security  may  have  intrinsic  value, 
but  how  do  you  cash  in  on  it?  Heine 
answers:  by  concentrating  on  reor- 
ganizations, mergers,  liquidations. 

Heine  combines  the  patient  analysis 
of  Graham  with  the  quickness  of  an 
arbitrageur.  Mutual  Shares  has  had 
positions  in  the  Mobil-Marcor  merger 
and  United  Technologies  takeover  of 
Otis  Elevator.  Heine  sometimes  likes 
to  wait  imtil  the  ac<juirer  has  taken 
a  big  position  and  then  buy  in  antici- 
pation of  eventual  merger.  That's 
what  he  did  when  Cavenham  bought 
a  big  chunk  of  Grand  Union  in  1975 
and   Heine  netted  a  handsome  profit. 

The  fund  has  bought  a  large  posi- 
tion (for  it)  in  Foremost- McKes.son, 
a  target  of  the  notorious  Victor  Pos- 
ner.  Not  that  Heine  thinks  Posner  will 
necessarily  get  his  prey,  but  "one  re- 


sult   of    this   pressure   could    be    that 
someone  else  will  take  the  company." 

Other  companies  that  may  be  liqui- 
dated or  merged  and  which  Heine 
thinks  are  undervalued  include  Kaiser 
Industries  and  Universal  Marion. 
Smallish  oil  companies  have  become 
frequent  candidates  for  acquisition  by 
others.  Mutual  has  10%  of  its  assets 
in  this  area,  including  Shenandoah 
Oil,  General  American  Oil  of  Texas 
and  Westates  Petroleum. 

With  other  stocks,  Heine  is  willing 
to  wait  for  their  values  to  be  discov- 
ered. One  of  them  is  Keystone  Con- 
solidated Industries,  which  manufac- 
tures steel  billets,  wire,  hardware  prod- 
ucts and  fasteners.  "We  have  bought 
more  Keystone  because  it  has  assets 
of  $60  a  share  [the  stock  sells  at  20] 
and  has  the  ability  to  make  mone\ 
in  good  times  and  bad  times." 

Another  is  Federal  National  Mort- 
gage (Fannie  Mae).  "A  wonderful  in- 
vestment," says  Heine.  "The  most  risk- 
less  banking  business  I  know.  It  sells 
at  a  price  that  compares  with  big 
banks  and  without  all  the  troubles 
with  loans.  There  is  almost  a  clear-cut 
case  for  continuous  increases  in  divi- 
dends and  in  asset  value.  I  haven't 
got  enough  of  it."  (Mutual  owns 
1 7,500  shares,  2%  of  its  assets. ) 

Of  course,  Heine's  methods  are  not 
without  risk.  What  if  a  proposed  deal 
doesn't  come  off?  Heine  bought  Geon 
hidustries  in  1975  for  $10  a  share.  A 
proposed  merger  didn't  take  place  and 
he  is  selling  stock  at  2*2  to  3)«.  An- 
other disappointment  was  Apco  Oil, 
which  "we  bought  on  the  promise  that 
they  would  liquidate.  They  haven't 
and  we  have  lost  a  year,"  as  well  as 
some  money. 

A  refugee  from  Nazi  Germany, 
Heine  has  been  investing  since  his 
teens.  "When  I  came  to  the  U.S.  in 
the  Thirties,  there  were  tremendous 
values  neglected  by  investors."  Heine 
eventually  made  his  fortune  in  rail- 
road reorganization  Iwnds,  and  he 
thinks  that  the  time  has  come  to  make 
good  money  in  rails  once  more. 

"A  lot  of  these  things  have  been 
old  friends  of  mine,"  says  Heine.  "For 
instance,  Florida  East  Coast  Railway. 
We  made  an  awful  lot  of  money  in 
its  bonds  when  it  was  bankrupt  [from 
which  it  emerged  in  1961]."  Now 
Heine  is  buying  the  common  stock. 
The  company  holds  valuable  real  <'s- 
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IF  TOU  WANT  TAX-FREE  INCOME. 
WE  OFFER  AN  ALTERNATE  ROUTE 


Scudder  Managed  Municipal  Bonds 

is  our  new  no-load  fund  providing  tax-free 
income  from  a  high-queility  portfolio  of 
municipal  bonds. 

Tax-Free  Income  is  credited  daily  and 
paid  monthly,  either  in  cash  or  automaticcJly 
reinvested  for  compounding  of  tax-free 
interest. 

$1,000  Minimum  Investment  with  addi 
tional  purchases  in  any  amount  any  time  later. 

Convenience  and  Liquidity  means  you 
buy  or  sell  at  net  asset  value  whenever  you 
choose. 

No-load  means  you  never  pay  commissions 
when  you  purchase  or  sell  shares. 

Diversification  reduces  risk  by  spreading 
the  investments  among  many  states  and  issues 

Scudder  Management  means  that  you 
have  Scudder's  40  years  of  experience  in 
bond  investing  to  help  preserve  your  capital 
and  increase  your  income. 


Shouldn't  you  invest  with  Scudder? 

I 

Mail  this  coupon  to: 

Scudder  Fund  Distributors 

Scudder  Managed  Municipal  Bonds,  Dept.  #55 

1 0  Post  Office  Square   Boston,  MA  02109 

A  prospectus  containing  more  complete 
information  about  Scudder  Managed 
Municipal  Bonds,  including  all  charges 
and  expenses,  will  be  sent  upon  receipt  of 
this  coupon.  Read  the  prospectus  carefully 
before  you  invest  or  send  money. 


Na 


Addr 


Occupation 


Title 


Telephone 


SCUDDER 

SCUDDIR,  STEVENS  8.  CLARK  INVESTMENT  COUNSEL 


Call  Toil-Free  for  more  information 
800-225-2470.  Mass.  residents  call 
collect:  (61 7)  482-4943. 


SCUDDER  MANAGED  MUNICIPAL  BONDS 


WHERE  WOULD  THE  CAMERA  HAVE  OEEN. 
WITHOUT  A  COLLEGE  EDUCATION? 


Still  making  Daguerreotypes,  prob- 
ably. 

Instead,  photography  is  a  billion- 
dollar  business  today.  Because  inquiring 
minds,  trained  and  honed  on  college 
campuses,  started  looking  into  chemicals 
and  film  and  lens. 

Life-saving  pharmaceuticals.  Hunger- 
fighting  new  rice  and  new  wheat.  Petro- 
chemicals. Radio.  Television.  The  list  of 
billion  dollar  industries  that  got  their  start 
in  college-trained  minds  is  startling. 

You  don't  want  the  flow  of  college- 
bred  new  ideas,  improvements,  inventions 
to  stop.  Ever.  Not  if  you're  a  good  busi- 
nessman. 

So  perhaps  you'd  better  take  a  good 


hard  look  at  how  much  your  company  is 
giving  to  higher  education.  Because  infla- 
tion has  hit  colleges  and  universities  even 
harder  than  most. 

Freedom  to  experiment  is  the  first 
casualty  of  tight  budgets. 

For  the  sake  of  the  future,  "Give  to 
the  college  of  your  choice.  Now."  Who 
knows  what  billion-dollar  business  pf 
tomorrow  is  germinating  on  som6  college 
campus  today. 

9^1*   Council  fof  Financial  Aid  to  Education.  Inc 
680  Fifth  Avenue,  New  York.  N.Y.  10019 


AE 


A  Public  Service  of  This  Magazine  &  m^ 
The  Advertising  Council 


Today,  you  can  get  high 
interest  rates  a  lot  of  places.  It's 

Tomorrow  you  have  to 
worry  about!  Read:  "The 
Arithmetic  off  Disadvantage" 
a  free  booklet. 

ROwk  PRICE 

NEW  INCOME 

FUND,  INC 

A  fully  managed  No-Load  fund  seeking  tfie  highest  investment 

income  consistent  witti  preservation  of  principal— not 

|ust  for  today,  but  for  ttie  future  as  well 

No  Sales  Charge.  Write  or  caH  collect  for  a  prospectus  301  -54 7-2 1 36 

Rowe  Price  New  Income  Fund.  Inc 
100  East  Pratt  Street,  Dept.  A6 
Baltimore,  lylaryland  21202 

I    I  Self-Employed  Retirement  Plan  Available 

Name 


Address. 

City 


.  State  _ 


-Zip_ 


The  Fur 


tate  in  the  Miami  area  and  it 
rock-solid  balance  sheet:   $90 
in  net  assets  and  debt  of  only  $1^ 
lion.    With    a    book   value    of 
share,  the  stock  sells  at  $19. 
or    later    something    will    happ^ 
make     that    stock    valuable,' 
believes. 

He  has  already  done  well  in 
sue  of  the  bankrupt  Boston  & 
the  6s  of  70,   which   defaultec 
before  maturity:   "In   1972  it  b< 
obvious  that  the  various  states 
buy  enough  of  the  Boston  & 
to    pay    off    the    entire    first 
gage.  In  a  few  weeks,  hopefulljj 
Massachusetts  Bay  Transportatic 
thority  will  pay  $39.5  million  f^ 
commuter  lines.  We  will  have 
$53  million  then  in  cash,  which 
suffice  to  pay  off  $46  million  of 
bonds  outstanding." 

Penn  Central  Bargains 

Mention  the  Penn  Centr 
Heine  fairly  drools.  "Penn 
announced  that  it  has  a  po^ 
$2  billion  to  $3  billion  in  as 
liquidate.  If  that  is  so— and  i 
no  reason  to  doubt  it— all  of  tH 
Central  mortgage  bonds  sho 
worth  many  times  what  th^ 
worth  today." 

Heine   even   finds   bargains 
solid  railroads.  One  is  the  Ball 
&  Ohio,  now  part  of  Chessie: 
cently   bought   a   block   of   Cle 
Terminal  &  Valley  4s  of  '95, 
obligation,  at  43." 

As  for  the  real   estate   inv 
trusts  or  the  airlines,  he  won 
them.  "REITs  are  too  difficult 
ure  out.  The  problems  of  the 
are   not   behind  them.   Most  ol 
debt  is  subordinated." 

Heine    is    bullish    for    1977. 
not?  Capital  fomiation  is  huge 
a    tiny    switch    into    common 
woulcl    create    enough    upward 
sure  to  make  a  formidable  bu 
ket.  The  prospect  is  for  easy' 
If     people     arc     scared     and 
shocked,  the  shock  will  wear  ol 
time  is  ripe  for  it.   I  can   gau 
from    the    way    my    custoineri 
Irom  the  way  they  get  slightl 
from  triple-A  bonds." 

Now  66,  Heine  recalls  his 
(lays  as  an  investor.  "I  rcr 
that  with  pocket  money  an 
gifts,  I,  Maxey,  bought  sonic  C 
government  bonds  at  a  big  dl 
They  paid  off.  Govcnnncnt  boi 
ways  pay  off.  Even  New  Yor' 
l)on(ls  do."   ■ 
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Money  And  Investments 


Commodities 


How  To  Hedge 
Interest  Rate  Risks 

By  Stanley  W.  Angrist 

"Short-term  interest  rates  have  declined 
sharply  in  recent  weeks. ...  1  believe  [they] 


H 


low  good  are  your  forecasting  abil- 
ities on  the  rise  or  fall  in  interest 
rates?  One  of  the  newer  commodity 
contracts  offered  for  trading,  interest 
rate  contracts  let  you  hedge  interest 
rate  risks— as  in  the  case  of  a  cor- 
porate treasurer— or,  if  you  are  so  in- 
clined, let  you  speculate  on  the  course 
of  short-term  or  long-term  interest 
rates.  These  contracts  are  only  one 
step  removed  from  currency  trading 
{see  my  Nov.  15  column) . 

Last  January  the  International 
Monetary  Market  of  the  Chicago  Mer- 
cantile Exchange  began  to  offer  a  fu- 
tures contract  on  three-month  (13 
weeks)  U.S.  Treasury  bills.  The  con- 
tract offered  is  for  a  T-bill  having  a 
face  value  at  maturity  of  $1  million. 
You  may  be  long  or  short  this  T-bill 
contract  for  as  little  as  $2,000  in  mar- 
gin money. 

Suppose  you  believe  that  short-term 
interest  rates  are  going  to  rise.  If  you 
are  right,  three-month  T-bills  must 
fall  in  price  (as  yields  rise,  prices  de- 
cline and  vice  versa ) . 

The  IMM  has  established  a  meth- 
od of  quoting  T-bills  for  futures  con- 
tracts that  is  consistent  with  the  meth- 
od used  in  quoting  other  futures  con- 
tracts—that is,  a  bid  lower  than  the 
offer.  The  system  is  an  index  based 
on  the  difference  between  the  actual 
T-bill  yieldind  100.00. 

Suppose  the  market  thought  that 
the  yield  on  three-month  T-bills  in 
March  1977  would  be  5.20%.  That 
means  you  could  have  sold  a  March 
contract  at  94.80  on  the  IMM  index. 
Say  you  were  right  and  interest  rates 
during  the  next  month  or  so  rose  60 
basis  points  (*0.6%)  so  that  the  market 

Stanley  W.  Angrist  is  a  professor  at  Car- 
negie-Mellon University  and  has  written 
a  book  on  commodities. 


should  show  some  recovery." 

was  now  forecasting  a  yield  on  T-bills 
in  March  to  be  5.80%.  In  terms  of  the 
IMM  index  T-bills  would  now  be 
quoted  at  94.20  (determined  by  sub- 
tracting 5.80  from  100.00).  If  you 
covered  your  short  position  at  that 
price,  you  would  have  a  gross  profit 
of  60  basis  points  or  $1,500  (since 
each  point  on  the  IMM  index  is 
worth  $25)  less  a  round-turn  com- 
mission of  $60.  That  would  yield  a  re- 
turn of  72%  on  your  margin. 

Conversely,  if  interest  rates  had  fall- 
en 60  points  to  a  yield  of  4.60%  in 
that  period  you  would  have  lost  60 
basis  points  and  would  have  been  out 
$1,500  plus  a  commission  of  $60. 

It  should  be  kept  in  mind  that  this 
market  is  not  just  for  speculators  but 
is  also  for  corporations  that  wish  to 
hedge  their  interest  rate  risks.  During 
the  time  it  takes  to  develop  a  finan- 
cial plan  to  obtain  short-term  funds 
and  to  actually  get  the  loan  arranged 
or  the  commercial  paper  placed,  sig- 
ffificant  changes  in  interest  rates  can 
occur.  But  a  corporate  treasurer  could 
also  sell  futures  contracts  and  lock  in 
an  interest  rate  for  his  future  cash  bor- 
rowing. A  cash  manager  may  expect 
sizable  inflows  to  invest  in  short-term 
marketable  securities;  he  can  buy  fu- 
tures contracts  at  any  time  he  sees  an 
acceptable  interest  rate  for  an  ap- 
propriate delivery  month. 

Ginnie  Mae  Interest  Futures 

The  Chicago  Board  of  Trade  was 
first  to  enter  the  interest  rate  futures 
market  when  in  October,  1975  it  start- 
ed offering  a  contract  which  calls  for 
delivery  of  Government  National 
Mortgage  Association  (GNMA)  cer- 
tificates. The  basic  futures  contract 
unit  is  a  principal  balance  of  $100,000 
of  8%  GNMAs  when  calculated  at  pai- 
under  the  assumption  of  a  30-year 
certificate  to  be  prepaid  in  the  twelfth 
year.  (Other  coupon  rate  GNMAs  are 
deliverable  in  amounts  to  give  a  yield 


equivalent  to  $100,000  principal  bal- 
ance of  8s  when  calculated  as  above.) 

Prices  are  quoted  as  a  percent- 
age of  par.  When  Ginnie  Maes  are 
yielding  8%,  a  Ginnie  Mae  futures  con- 
tract would  be  expected  to  trade  at 
about  100.  The  minimum  price  fluc- 
tuation per  contract  is  1/32  of  a  per- 
centage point  or  $31.25  per  contract. 
The  margin  on  the  T-bill  and  Ginnie 
Mae  contracts  is  the  same  even 
though  the  face  amount  of  the  T-bill 
contract  is  ten  times  that  of  the  Ginnie 
Mae  contract.  Identical  margins  exist 
because  it  is  felt  that  the  risk  of  an 
adverse  move  in  interest  rates  on  $1 
million  in  T-bills  is  about  the  same  as 
on  $100,000  of  Ginnie  Maes. 

The  strategy  for  trading  the  GNMA 
contract  is  similar  to  that  described 
above  for  T-bills:  If  you  believe  long- 
term  interest  rates  are  going  to  rise, 
you  would  sell  a  GNMA  contract  with 
the  hope  you  could  buy  it  back 
cheaper  at  some  time  in  the  future. 

This  contract  has  been  exceedingly 
well  received  by  the  financial  com- 
munity. Hedgers  using  GNMAs  fu- 
tures market  in  recent  months  have 
included  investment  bankers  and 
GNMA  dealers,  mortgage  bankers  and 
savings  &  loan  associations.  Recent- 
ly the  office  of  the  Comptroller  of  the 
Currency  gave  the  green  light  to  fed- 
erally chartered  banks  to  hedge  ap- 
propriate cash  transactions  by  means 
of  GNMA  futures  cout-acts. 

Short-term  interest  rates  have  de- 
clined sharply  in  recent  weeks.  If  we 
have  passed  through  the  pause  that 
did  not  refresh,  I  believe  short-term 
rates  should  show  some  recovery. 
Therefore,  I  would  be  a  seller  of  the 
March  T-bill  contract  with,  of  course, 
an  appropriate  stop  above  my  entry 
point.  Forecasting  the  direction  of 
long-term  rates  appears  to  me  to  be 
much  more  dicey  and  I  will  happily 
leave  that  chore  to  Ben  Weberman, 
the  economics  editor.   ■ 
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T_Tow  an  aggressive, 
ITXimretirmg  ccaipai^ 

makes  grandstand  pla^^  on 


a  low  budget 


I 


fot  long  ago,  Kelly-Springfield 
ire  decided  to  go  after  a  bigger 
iece  of  the  action  in  its  field. 

A  field  dominated  by  big- 
ame,  big-budget  competitors. 

The  company  (which  had 
een  away  fi:'om  national  adver- 
sing  for  some  years)  needed  a 
ampaign  that  would  first  excite 
nd  impress  its  own  grandstands- 
ilesmen,  distributors,  dealers- 
nd  then  generate  sales. 

But  how  do  you  excite  and 
npresSj  when  you  don't  have 
le  dollars  to  do  this  on  televisioa^ 

lie  Game-Plan. 

Kelly-Spring^eld  found  a 
ig  game-plan:  big  games. 

On  the  CBS  Radio  Network, 
le  company  could  aflford  to  buy 
piece  of  some  very  big  games 
ideed,  throughout  the  y^: 
uper  Bowl  76,  Masters  Golf, 
entucky  DerbyjThe  Preakness, 
Jl-Star  Baseball,  Summer 
)lympics,  U.S.  Open  Tennis, 
^L.  Baseball  Championship, 
^.L.  Baseball  Championship, 
lie  World  Series,  N.F.C. 
Championship,  Cotton  Bowl. 

And  with  this  buy  it's 
srimated  that  Kelly-Springfield 
making  more  than  100  million 
stener  impressions  a  year 


But  The  Company  Doesrft 
Stop  There. 

Large  audiences  are  all  well 
and  good,  but  Kelly-Springfield 
goes  an  important  step  fiirdier 

'"We  merchandise  in  every 
way  we  can,"  says  Glenn  Martin, 
Director  of  Advertising.  For  the 
Kentucky  Derby,  for  instance, 
"we  made  a  tape  with  the  help  of 
CBS  and  Win  EUiot.  We  played 
it  for  all  dealers.  WeVe  had 
sweepstakes,  giving  dealers  an 
opportunity  to  go  to  the  Kentucky 
Derby,  US.  Open  Tennis,  etc." 

In  less  than  a  year,  the  plan 
has  scored  handsomely. 

Says  Martin,  "We  find  that 
awareness  has  increased.  People 
now  recognize  us.  And  it  has  done 
a  sales  job  for  us." 

Do  you  have  the  feeling  that 
your  company,  as  well,  has  been 
getting  lost  out  in  the  bleachers? 

Investigate.  We  have  an 
assortment  of  specials  of  many 
kinds,  unique  in  the  medium, 
that  might  just  propel  you  front 
and  center 


THE  CBS  RADIO 

NETWORKli 

Bring  Us^ur  Problem. 

Source:  CBS  Radio  Network  estimates  based  on  RADAR 

Fall  1975/Spring  1976.  These  data  are  estimates  subjea  to  qualifications 

which  the  CBS  Radio  Network  will  supply  on  request. 
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Venture  Capita 


The  Only  Kind  Of  Venture 
That  Seems  To  Pay 


By  Thomas  P.  Murphy 


IB  ill  Simon  and  Robert  McNamara 
could  learn  a  thing  or  two  about  in- 
ternational economics  from  that  un- 
commonly pretty  blond  I  found  my- 
self seated  next  to  on  the  Pan  Am 
flight  back  from  London. 

"There  used  to  be  a  lot  of  money 
in  Mexico,"  she  explained.  "I  could 
spend  a  week  working  the  hotels 
down  there  and  retire  back  to  Vegas 
for  a  month.  Now  they  don't  even 
want  the  American  girls  in  the  hotels. 
The  Mexicans  pay  you  in  pesos  any- 
way and  they  are  only  worth  half 
what  they  used  to  be." 

"These  days,"  she  continued,  "the 
action  is  with  the  Arabs.  I  was  in  Lon- 
don with  this  Kuwaiti  I  met  in  Vegas. 
He  is  really  nice.  He  sent  me  out 
shopping  with  his  chauffeur  and  I 
must  have  bought  half  of  London. 
Say,  how  much  does  American  Cus- 
toms charge  for  a  feather  wrap?  It's  os- 
trich feathers,  or  maybe  peacock." 

"Probably  an  endangered  species," 
I  responded.  We  parted  at  Kennedy 
airport:  "Bill  Simon,"  I  assured  her, 
"would  be  proud  of  what  you're  doing 
for  our  balance  of  payments." 

She  laughed. 

After  a  couple  of  weeks  in  Europe, 
that  jaunty  little  call  girl  was  the 
most  cheerful  interview  I  had  had. 
The  mood  among  businessmen  in  Eu- 
rope seemed  as  glum  as  Belgian  fog. 

My  mission  was  to  learn  something 
about  venture  capital  investing  in  Eu- 
rope and  to  find  out  if  any  sort  of 
cooperative  effort  was  feasible.  The 
answer  is  disappointing.  There  is  sim- 
ply not  much  private  venture  money 
in  Europe  and  what  there  is  has  yet 
to  recover  from  the  shock  of  the  fail- 
ine  several  months  ago  of  Paris - 
based  European  Enterprises  Develop- 
ment. EED  is  an  off.shoot  of  Textron 's 
American    Research    &    Development 

Mr.  Murphy  heads  a  venture  capital  firm, 
Partnership  Dankist,  Stamford,  Conn. 
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These  days/'  [the  American  girl]  explained, 

"the  action  is  with  the  Arabs" "Bill  Simon, 

I  assured  her,  "would  be  proud  of  what 
you're  doing  for  our  balance  of  payments. 


ft 
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with  blue-chip  bank  backing  from  the 
U.S.  and  Europe.  Why  it  went  down 
is  debatable— it  signed  too  much  pa- 
per to  support  its  underlying  invest- 
ments during  the  recession,  some  say; 
others  point  out  that  EED's  biggest 
winner  was  Italian  and  they  couldn't 
repatriate  the  earnings  to  meet  bank 
obligations  elsewhere. 

Whatever  the  reason,  EED's  prob- 
lem has  hurt  venture  investing  in  the 
rest  of  Europe,  and  venture  invest- 
ing, a  Yankee  transplant,  had  shal- 
low roots  before  that.  But  why?— in 
economies  in  many  ways  so  similar 
to  our  own. 

If  there  is  a  single  answer  it  is  the 
lack  of  a  way  out  for  successful  in- 
vestment. Unlike  the  U.S.— where  a 
fast-growing,  profitable  company  can 
eventually  sell  shares  to  the  public— 
this  is  hard  to  do  in  Britain  and  even 
harder  on  the  Continent. 

So  Europe,  by  and  large,  has  in- 
vented substitutes  for  our  private  ven- 
ture capitalists.  Since  the  need  is 
there,  government  has  moved  in,  t)r 
consortiums  of  banks  and  insurance 
companies  have  funded  venture  funds 
to  keep  government  out. 

In  Belgium,  for  instance,  there  is 
S.N.I.  (Societe  Nationale  d'lnvestis- 
sement)  with  $125  million  in  capital 
and  a  broad  franchise  to  make  in- 
vestments that  improve  the  Belgian 
economy.  S.N.I,  does  what  we  would 
call  venture  deals,  but,  with  their 
economy  troubled,  the  pressure  is  to 
.shore  up  ailing  companies  (save  jobs) 
rather  than  put  capital  into  busi- 
nesses paying  off  in-the  future. 

Britain,  whatever  its  other  prol)- 
lems,  has  what  must  be  the  world's 
best  system  for  supporting  invention 
and  getting  its  fniits  into  the  market. 

It  works  in  two  steps.  From  Na- 
tional Research  &  Development  Corp., 
an  inventor  can  get  seed  money  to 
finance  development,  up  to  prototype 


stage,  for  a  product.  Then  NRDC  helps 
find  a  buyer  for  the  idea  or  find  fi- 
nancing to  start  a  business. 

Where  it  looks  first  for  financing 
is  the  second  entity,  the  Industrial 
&  Commercial  Finance  Corp.  Ltd. 
This  bank-backed  finance  company's 
charter  covers  any  conceivable  kind 
of  financing  including,  though  not  of- 
ten, high-risk  kinds  of  deals. 

Untapped  Gold 

What  makes  these  two  entities  in- 
triguing is  a  charter  that  most  Ameri- 
can investors  would  regard  as  a  kami- 
kaze mission— particularly  that  of 
backing  inventions  through  develop- 
ment. In  Britain  it  has  produced  an 
income  of  nearly  $26  million  annual- 
ly, largely  from  licensing  develop- 
ments that  NRDC  financed. 

The  other,  the  Industrial  &  Com- 
mercial Finance  Corp.,  is  not  quite 
so  profitable  but  is  sitting  with  an 
untapped  gold  mine  in  its  vaults— the 
common  stock  of  himdreds  of  little 
companies  it  has  backed  over  the 
years.  Whatever  this  paper  is  worth, 
the  organization's  problem  is  getting 
anybody  to  borrow  its  money.  With 
Britain's  inflation  rate  nnuiing  close  to 
15%,  and  lending  rates  25?  or  3%  over 
that,  potential  borrowers  in  ^Britain 
are  sitting  things  out;  few  businesses 
can  earn  enough  to  carry  such  ex- 
pensive borrowing. 

"We  don't  know  how  to  think  about 
rates  like  that  in  the  States,"  I  told 
H.A.R.  Stevens,  ICFC's  personable 
representative. 

"We  don't  know  either,"  he  said 
a  little  wistfully. 

So  much  for  venture  capital  in- 
vesting ill  Europe.  Bnl  getting  back 
to  the  Customs'  duty  on  feather  wrajis. 
My  Las  Vegas  informant  told  me  it 
does  not  cost  anything  to  bring  them 
into  the  States— so  long  as  yoii  don't 
declare  them.    ■ 
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The  Money  Men 


A  Couple  Of  Country  Slickers 


By  PAUL  STURM 

Ask  Witt  Stephens  how  he,  a  down- 
home  Arkansas  traditionaHst,  came 
to  vote  and  raise  money  for  Jimmy 
Carter.  The  gangUng  Little  Rock  fi- 
nancier hitches  his  fingers  in  his  belt, 
looks  out  into  space  and  drawls:  "For 
the  past  125  years  we  Southerners 
had  to  tell  our  sons  that  they  could  do 
anything  they  wanted— except  be  Pres- 
ident of  the  U.S.  Now  I  don't  have 
to  say  that  to  my  eight-year-old  boy." 

Like  Jimmy  Carter,  Witt  Stephens, 
69,  and  his  brother  Jack,  53,  repre- 
sent the  South  resurgent.  Raised  in 
rural  poverty,  they  have  built  a  re- 
gional financial  empire  with  a  sophis- 
tication that  rivals  anything  on  Wall 
Street.  Around  it  they  have  quietly 
cultivated  a   great  American  fortune. 

Witt  Stephens  now  devotes  most  of 
his  time  to  running  the  family's  3,000- 
acre  cattle  farm.  Brother  Jack  runs 
the  pair's  business  holdings  from  an 
unimpressive  three-story  building  in 
downtown  Little  Rock.  Its  main  dis- 
tinction (besides  executive  lunches 
that  may  include  the  best  corn  bread 
in  town)  is  a  rather  pretentious  but 
little-used  boardroom.  On  the  paneled 
walls  hang  portraits,  not  of  distin- 
guished bankers,  but  of  a  couple  of 
cotton  farmers,  mother  and  father 
Ethel  and  Andrew  Jackson  Stephens. 
At  91,  Mrs.  Stephens  still  enjoys  fish- 
ing on  the  family  farm. 

Like  many  successful  business- 
men, Witt  Stephens  started  out  sell- 
ing. After  making  money  on  belt  buck- 
les, Bibles  and  suspenders,  he  moved 
up  to  municipal  bonds.  With  $15,000 
in  borrowed  capital,  he  set  up  shop  in 
Little  Rock  in  1933.  His  customers 
were  country  bankers,  occasionally  in- 
fluenced to  invest  depositors'  assets  af- 
ter a  day  of  fishing  with  Witt  or  'the 
gift  of  a  ne\y  Arrow  shirt.  Sometimes 
Stephens  took  off  North  with  a  satch- 
el of  bonds  and  didn't  come  home  un- 
til they  were  gone. 

The  profits  were  handsome.  "It  was 
easy,"  says  Stephens  today,  admiring 
his  cigar.  "I  went  in  with  Roosevelt, 
and  everything  just  kept  getting  bet- 
ter. You'd  buy  bonds  for  a  quarter  and 
sell  for  a  dollar."  With  time  out  for 
two  terms  in  the  Arkansas  legisla- 
ture, Witt  was  comfortably  well  off 
by  1946.  He  bought  Arkansas  Okla- 
homa Gas  Co.,  a  Fort  Smith  utility 
that  he   still   owns    (assets:    $20   mil- 


"r  went  in  with  FDR 
and  everything  just 
kept  getting  better/ 


lion)     and    personally    began    drilling 
for  oil  and  gas. 

Then  along  came  Jack  Stephens- 
Witt's  brother— fresh  out  of  the  Naval 
Academy  and  classmate  of  another 
unknown  Southerner,  Jimmy  Carter. 
The  old  bond  office  became  Stephens, 
Inc.,  an  investment  banking  firm  with 
ownership  split  50/50  between  the 
two.  Witt  had  a  flair  for  politics  and 


expenses  and  used  his  political  con- 
tacts to  wheedle  rate  increases.  Wise- 
ly, he  didn't  antagonize  the  little  peo- 
ple. During  one  well-publicized  rate 
hearing  he  argued  that  industrial  cus- 
tomers should  ante  up  to  keep  gas 
cheap  for  the  state's  "biscuit  cookers." 
When  his  firm  sold  its  Arkla  shares 
to  the  public  in  1957  (to  avoid  regis- 
tering as  a  utility  holding  company), 
the  two  Arkie  farmboys  netted  a  cool 
$30-million  profit. 

Witt,  however,  wasn't  your  typi- 
cal gasman.  "I  couldn't  see  running 
an  outfit  where  aU  they  did  was  send 
out  bills,"  he  chuckles.  So  he  diversi- 
fied.  Arkla  soon  bought  Servel's  ap- 


Quiet:  Witt  (left)  and  Jack  Stephens  run  their  empire  from  a  little- 
known  Arkansas  brokerage  firm.  It  is  richer  than  most  on  Wall  Street. 


publicity;  with  a  penchant  for  keep- 
ing to  himself.  Jack  minded  the 
store.  "We  always  thought  it  was  a 
waste  for  both  of  us  to  think  about 
the  same  things,"  he  explains.  Even 
today  Jack  keeps  a  low  profile.  Says 
a  friend:  "I've  known  him  to  sit  in  a 
meeting  for  an  hour  without  saying  a 
word.  He  prefers  to  operate  behind 
the  scenes,  and  he  doesn't  like  a  lot 
of  people  pestering  him." 

By  1954  the  Stephenses  were  ready 
for  the  big  time.  Cities  Service  was 
under  a  court  order  to  divest  control 
of  Shreveport's  Arkansas  Louisiana 
Gas.  Stephens,  Inc.  bought  51.5%  of 
that  New  York  Stock  Exchange  com- 
pany for  $25  million.  Witt  tightened 


pliance  business  and  got  into  cement, 
fertilizer  and  plywood.  Eventually,  it 
was  hurt  less  than  other  companies 
by  the  gas  shortage.  After  selling  con- 
trol, Witt  and  Jack  sail  own  about 
300,000  shares-worth  $7.5  million. 

While  his  brother  toiled  at  Arkla, 
Jack  Stephens  concentrated  on  the 
family  holdings.  With  his  own  money, 
he  bought  Arkansas-based  Union  Life 
Insurance  (worth  $15  million  to- 
day ) .  The  rest  of  his  investments  are 
split  evenly  with  Witt  in  Stephens, 
Inc.  Its  $143  million  in  assets  are  al- 
most an  embarrassment  of  riches. 
With  no  debt  and  stockholders'  equity 
of  $73  million,  it  ranks  tenth  among 
the  nation's  brokerage  firms— just  be- 
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Special  Introductory  Trial  Offer! 

Value  Line  for  the  next 
1 0  weeks  for  only  $29 


Reasons  for  this  offer: 

Here's  an  opportunity  to  receive  the 
complete  Value  Line  Service  for  the 
next  10  weeks  at  about  half  the  regu- 
lar rate.  This  offer  is  limited  to  one  in- 
dividual in  a  household  that  has«not 
already  had  a  subscription  to  The 
Value  Line  Investment  Survey  during 
the  past  two  years.  Why  do  we  offer 
this  price  reduction  to  new  trial  sub- 
scribers only?  Because  we  have  found 
that  a  high  percentage  of  those  who 
once  try  Value  Line  for  a  number  of 
weeks  stay  with  it  on  a  long-term 
basis.  The  resulting  increase  in  circu- 
lation enables  us  to  provide  the  ser- 
vice to  our  long-term  subscribers  for 
a  lower  annual  rate  than  otherwise 
would  be  necessary. 

Complete  Coverage: 

The  Value  Line  Investment  Survey 
continually  reviews  more  than  1600 
stocks.  Key  data  and  ratings  of  each 
stock  are  updated  every  week  in  our 
Summary  of  Advices.  In  addition, 
each  stock  is  the  subject  of  a  new 
full-page  report  every  13  weeks,  in 
regular  rotation.  About  125  new  full- 
page  reports  are  issued  each  week 
You  also  receive  our  weekly  "Selec- 
tion and  Opinion"  section  bringing 
you  Value  Line's  forecast  of  the  econ- 
omy and  the  stock  market,  advice  on 
investment  policy,  in-depth  analyses 
of  especially  recommended  stocks, 
and  Value  Line  market  averages,  and 
other  features. 


Bonus: 

Under  this  special  trial  offer  you  re- 
ceive—as a  bonus  at  no  extra  charge 
—the  very  latest  full-page  reports  on 
each  of  the  more  than  1600  stocks.  . . . 
filed  and  indexed  in  two  strong  ring 
binders  for  your  immediate  refer- 
ence. This  Investors  Reference  Serv- 
ice sells  separately  for  $45. 


Investing  io 
Common  Stocks 
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And  this  bonus  too: 

The  64-page  booklet,  "Investing  in  Com- 
mon Stocks, "  by  Arnold  Bernhard, 
Research  Chairman,  The  Value  Line 
Investment  Survey 

Money  Back  Guarantee: 

if  you  find  that  The  Value  Line  Service 
is  not  all  that  you  expect  it  to  be,  you 
may  return  the  material  we  send  you 
within  30  days  for  a  full  and  un- 
questioned refund  of  your  $29 
See  for  yourself  how  Value  Line's  in- 
vestment advisory  service  might  help 
you  maximize  your  investment  profit 
possibilities  and  reduce  your  invest- 
ment risk.  Mail  the  money-saving 
coupon  today 


The  Value  Line  Investment  Survey 

Arnold  Bernhard  &  Co.,  Inc.  •  5  E.  44th  St.,  New  York.  NY  10017  416N15 

D  Begin  my  special  10-week  trial  to  The 
Value  Line  Survey  (limited  once  to  any 
household  every  two  years)  and  send  me 
the  Investors  Reference  Service  and  the 
booklet  "Investing  in  Common  Stocks"  as 
bonuses.  My  check  or  money  order  for  $29 
Is  enclosed.  (Trial  subscriptions  must  be 
accompanied  by  payment.) 


D  I  prefer  one  year  (52  weeks)  of  Value 
Line,  plus  the  bonus.  Investors  Reference 
Service  and  the  booklet,  "Investing  in  Com- 
mon Stocks"  for  $285.  (There  are  no  restric- 
tions with  this  offer  ) 

D  Payment  enclosed     D  Bill  me  for  $285 


SIGNATURE 

NAME  (please  printy 

ADDRESS 

APT    NO 

CITY  STATE         ZIP 

Not  assignable  without  subscriber's  con- 
sent Foreign  rates  on  request.  Subscrip- 
tion fees  are  fully  tax-deductible.  (NY  resi- 
dents add  applicable  sales  tax.) 


GUARANTEE:  If  dissatisfied  for  any  reason,  I  may  return  the  material  within  30  days  for 
a  full  refund  of  the  fee  I  have  paid 
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hind   First   Boston    Corp.    and 
man,    Sachs    and    ahead   of    Le 
Brothers  and  Morgan  Stanley, 
good  for  a  backwoods  outfit. 

But    this    is    no    run-of-the-mi! 
vestment    business.    Under    the 
phens,  Inc.  corporate  umbrella 
diverse  $60-million  stock  portfolio 
12  operating  companies.  These 
from  real  estate  and  petroleum 
duction  to  industrial  wholesaling 
computer  services.  Their  book  vali 
$49  million,   but  last   year— inclucl  m 
brokerage    and   investment   banknfliml 
they    produced    revenues    of 
$150  million  and  net  earnings  of  $. 
million.   If  that   doesn't  sound   lil 
great  deal  of  money,  remember 
Jack  and  Witt  between  them  own 
phens,    Inc.    lock,    stock    and    b 
that  million  dollars  a  month  is 
to  spend  or  reinvest  as  they  see 

"Being  in  investment  banking 
you  know  a  lot  of  businesses," 
Jack,  "but  only  three  or  four 
actually  make  much  from  that, 
real  money  comes  on  the  deals, 
at  Allen  &  Co.  with  Syntex,  or 
ville's  old  Equitable  Securities 
Ainerican  E.xpress.  I  wanted  our 
crating  entities  to  have  enough  e»|** 
ings  so  I  wouldn't  need  to  sit  d  '  | 
and  make  up  a  budget  for  the 
kerage  firm.  That  gives  us  anol  K 
advantage:  Wall  Street  is  full  of 
perts  on  everything,  but  our  sp 
ists  really  run  companies." 

The  jewel  of  the  empire  is 
phens  Production,  with  some 
wells  and  80()  billion  cubic  feel  8 
natural  gas  reserves  in  the  nei  )* 
Arkoma  basin.  "It's  like  a  faucet,"  jf^pl 
Vice  President  Vernon  Giss.  "We 
just  enough  to  keep  our  resei 
steady."  Add  to  that  the  subsidii  «> 
surface  rights  to  22,000  acres  of  ^ 
oming  coal  and  analysts  say 
package  might  be  worth  ten  timel 
$30-million  book  value. 

One  of  the  brothers'  most  sue 
ful  ventures  is  an  80%-owned  coi 
ny    called    Systematics,    Inc.,    wl 
does     contract     data     processing 
banks.   Growing   fast,   it   now   ha 
computer     centers     nationwide 
earned  $450,000  pretax  this  fiscal  'j 
on  revenues   of   $9   million.    Not 
for   a   $400,000   investment    in    1 

The  Stephenses   will   try   anyt 
In  addition  to  running  two  respeii 
consulting    firms     (one    in    cinpl 
benefits,     another     in     enginee; 
their   investment   bank    is   among 
U.S.'  largest  nursing  home  operal 
It  owns  Leisure  Lodges,  a  7,()()0' 


% 
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louth  chain,  and  has  a  conbolling 
:  of  stock  in  Los  Angeles'   Bev- 
Enterprises,     a     major     nursing 
company    (revenues:    $80   mil- 
listed   on   the   American    Stock 
ange.  Now  those  businesses  have 
lems  with  government  regulations 
slim   margins.    But   people   who 
Stephens  are  betting  that  when 
;ets   out,   it   won't  be   at   a   loss. 
3phens'    latest    venture    explains 
he  gets  into  such  diverse  fields, 
month  his  firm   will  hand  over 
million  to  Associated  Dry  Goods 
its    Ayr-Way    subsidiary— a    gov- 
lent-forced    sale    stemming  from 
ciated's  1972  acquisition  of  Indi- 
olis'  L.S.  Ayers.  What  does  Jack 
hens   want   with   a   28-storei   dis- 
t  chain?  "We  bought   after   two 
companies  turned  it  down,"  he 
smiling.  "Out  here  in  the  coun- 


s  like  a  faucet, 
drill  just  enough  to 
ip  reserves  steady. 


// 


we  just  take  what's  available." 
i  sure,  however,  that  Jack  Ste- 
is  knows  exactly  what  his  firm  is 
ng.    Stephens'    investment    bank- 

eople  already  xinderstand  retail- 
In  1970  they  took  Arkansas-based 
Mart  stores  public  at  $16.50  a 
;.  With  a  400%  profit  for  initial 
IS,    this    $500-million    chain    now 

s  at  15  times  earnings  and  is  an 
ysts'  favorite, 
ephens'  finance  man,  Jon  Jacoby 

of  the  bridge  master— will  mind 
Way's  books.  John  Geisse,  an  ex- 
jnced  discounter,  has  been  hired 
andle  operations.  Like  most  em- 
ees,  he'll  get  a  handsome  salary 

stock  in  the  company  he  runs. 
r  objective  isn't  venture  capital," 
by   explains.    "We    want    to    put 

I  people  with  .going  concerns  and 
them  a  chancy  to  grow." 

II  this  isn't  to  say  that  Stephens, 
ignores  its  traditional  stock  and 

1     business.     The     firm     handles 

ly    2,000    retail    accounts    and    a 

of   institutional   orders.    Old-line 

y    analyst    George    Phelps    turns 

regular     research     reports,     and 

ied     customers!     men— including 

icr  Yankee   catcher   Bill   Dickey— 

-i  cally    produce    over    $150,000    in 

aal   commissions,   well   above   the 

a  istry  average.  Lately,  Stephens  has 

0  aged  financings  for  several  region- 


Daily  tax- 
free  income 
and  tax-free 
compounding. 

Income  from  The  Fidelity 
Municipal  Bond  Fund  is  earned 
daily.  You  may  receive  these 
earnings  in  cash  on  a  monthly 
basis  for  current  income. 


Or,  our  free  monthly  reinvestment 
option  allows  you  to  automatically 
compound  your  earnings  tax-free. 


No  sales  charge 
or  redemption  fee. 

The  minimum 
initial  investment  is 
$2,500.  Learn  more  soon. 

CallToll-Free 

Outside  Massachusetts. 

(800)225-6190 


In  Mass. Call  Collect  (6:7)726-0630 


RDEUTY  MUNianU  BONO  FUNO  LTQ 

P  0  Box  832.  Dept    FF61215 

82  Devonshire  Si ,  Boston.  Mass  02103 

For  more  information,  includ- 
ing all  charges  and  expenses, 
please  write  or  call  for  a  pro- 
spectus. Read  it  carefully  before 
you  invest  or  send  money. 


Name 


Address 
Slatf 

FIDELITY  GROUP 

Over  $3  billion  of  assets  under  management 


Zip 


A  useful  guide  for  the 

commission-conscious 

investor. 

This  free,  pocket-sized  book  enables  you  to  quickly  figure  and 
compare  practically  any  broker's  stock  and  option  commissions. 
Its  90  pages  of  tables  display  the  old  fixed  commission*  and 

commissions  at  a  wide  range  of  dis- 
counts from  it,  in  cents-per-share  and 
dollars-per-contract  rates  for  almost  any 
whole-priced  trade. 

Get  this  book  simply  by  mailing  this  ad 
or  asking  for  one  at  800-221-5338  toll- 
free  or  in  N.Y.  State  at  212-269-9127 
collect. 

From  the  people  who  started  commis- 
sion discounts  rolling  for  the  individual 
investor. 


*Base  Commissions.  Pre-May 
fixed  commissions. 


1975  NYSE  and  CBOE- 
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_State_ 


.Zip_ 


f    if  Source  Securities  Corporation 
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70  Pine  Street,  New  York,  N.Y.  10005 
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In    the    last    6   months 
GNN   stockholders    got 
two   dividend    increases 
totaling    2  2%  and    a 
2-for-l    stock   split. 
Not  bad.   The    latest 
dividend    of    27^<:  will    . 
be   paid   Dec. 31, 1976 
to   stockholders    of 
record   Dec. 3. 
With   more    than   two 
million    tons    of   paper 
capacity,  GNN    is 
among   the    five    largest 
U.S.    paper    makers. 

^tn^  Great  Northern  Nekoosa  Corporation 

'"        75  Prospect  Street,  Stamford,  Connecticut  06901 


Public  Service  Electric  and  Gas  Company 

declares  its  dividends  for  the  quarter 

ending  December  31, 1976 


QUARTERLY  DIVIDENDS 

The  Board  of  Directors  has  declared 
the  following  dividends  for  the 
quarter  ending  December  31,  1976: 


Class 

Dividend 

of  Stock        Per  Share 

Common 

$   .45 

$1.40  Dividend 

Preference  Common 

$   .35 

Cumulative  Preferred 

-$100  Par 

4.08%  Series 

$1.02 

4.18%  Series 

1.045 

4.30%  Series 

1.075 

5.05%  Series 

1.2625 

5.28%  Series 

1.32 

6.80%  Series 

1.70 

7.40%  Series 

1.85 

7.52%  Series 

1.88 

7.70%  Series 

1.925 

7.80%  Series 

1.95 

8.08%  Series 

2.02 

9.62%  Series 

2.405 

12.25%  Series 

3.0625 

Cumulative  Preferred - 

-$25  Par 

9.75%  Series 

$0.6094 

INITIAL  DIVIDEND 

All  dividends  are  payable  on  or 
before  December  31, 1976  to  stock- 
holders of  record  November  30, 
1976, 

MALCOLM   CARRINGTON,   JR. 
Vice  President  and  Secretary 


The  Board  of  Directors  has  also 
declared  an  initial  dividend  of 
$.6283  for  the  period  beginning 
September  16,  1976,  and  ending 
December  31,  1976,  on  the  8.70% 
Cumulative  Preferred  Stock  -  $25 
Par. 


PSEG 

Newark,  New  Jersey 


Money  And  Investme 


* 


The  Money  Mi 


al    banks,    but    the    biggest   chui;    r^ 
underwriting  profits   still   conies 
municipal  bonds. 

Personally,  Jack  Stephens  ha 
the  family's  hefty  stock  portfolio 
he  keeps  a  significant  portioi 
banking  shares.  Stephens,  Inc. 
near  the  5%  legal  limit  permitte 
investment  banks  in  almost  a 
of  medium-sized  institutions— ai, 
them  Bankers  Trust  of  South  Card 
Dallas'  Mercantile  Texas  Corp 
Union  Planters  in  Memphis.  "Th 
ly  trouble  with  banks  is  that 
are  too  damn  many  of  them,"  he 
"When    you    have    branching    a 


-I 
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"The  only  trouble  with 

banks  is  that  there 

are  too  damn  many. . . ." 


[8 


\:i 


state   lines,    at   least   the   ones   Vn 
volved  in  will  know  each  other, 
makings,  perhaps,  of  a  holding  < 
pany  to  span  the  South? 

While    all    this    is    going    on 
Stephens  remains  low  key  and  ali 
invisible.  Last  year,  he  even  resiil 
from  the  Burlington  Northern's  l:^ 
—his    only    outside    directorsliip. 
\()nd    Arkansas,    the    only    public 
age    the    brothers    have    stems    i 
Witt's  maverick  days  at  Arkla.  1 
live  simply  in  nearby  riverfront  hr 
west  of  Little  Rock. 

This  may  change  with  Jimmy 
ter    in    the    White    House.    The 
plieiises  were  among  his  key  busi 
supporters,    and    family    friend 
Lance  will  get  a  top  government 
Stephens,   Inc.  owns  stock  in   Lai 
old  employer,  National  Bank  of  C 
gia.   Jack  clearly  feels  at  home  ' 
Charter:  "He  was  raised  on  a  farm 
met  payrolls— just  like  us." 

What's  the  future  for  the  Ste 
fortune?    In    a    word:    More.    Cl 
their   investment    firn)    won't   In 
by   negotiated    rates    and    troubles 
Wall  Street.  Jack  has   12  years  tc 
before  he'll  step  down,  and  one  ot 
sons,    Steve,    is    already    working; 
him.   As  for  the  now-retired  Witt 
vows  to  make  his  young  son  and  , 
supersalesman.   Did  we  say  Witt 
retired?  Don't  take  that  too  literr 
Recently,  his  desk  was  piled  high  ^ 
Arkansas    drilling    records    from 
Thirties.  "If  we  go  down  a  little  d« 
er   into  some  of  those  old   holes 
says  slyly,  "we  just  might  find  a  w' 
new  gas  field.  "   ■ 


^ 
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FORBES  CLASSIFIED  appears  on  the  op- 
posite page  in  the  first  issue  of  every 
month.  Look  for  it  in  the  upcoming  issue. 


[idex  of  Advertisers— December  15, 1976 

D  Indicated  below  are  those  advertisers  who  will  make  information  available  to 
orbes  readers  as  stated  in  their  advertisements.  Those  advertisers  designated 
ith  an  asterisk  -/?  will  provide  information  only  to  those  requests  which  include 
ompany  name  and  job  title. 


:  ADDRESSOGRAPH-MULTIGRAPH 
CORPORATION, 
MULTIGRAPHICS    DIVISION     4-5 

Agency:   Campbell-Mithun,  Inc. 

AMERICAN  TELEPHONE  & 

TELEGRAPH    CO 54-55 

Agency;    N.W.  Ayer  ABH  International 

]  BMW  OF  NORTH  AMERICA,  INC.  34-35 

Agency:   Amnnlrati    Puris    AvRutick    Inc. 

BABCOCK  &  WILCOX    57 

Agency:    Marsteller  Inc. 

:   BANK  OF  NEW  SOUTH  WALES  16 

Agency:   George   Patterson    Pty.    Limited 

BANKERS   TRUST   COMPANY     7 

Agency:   Doyle  Dane  Bernbach  Inc. 

]  BOISE    CASCADE    CORPORATION         82-83 

Agency:   Dancer  Fitzgerald  Sample,  Inc. 


44 


BUTLER    MFG.    CO 

Agency:   Valentine-Radford,  Inc. 


THE  CBS   RADIO   NETWORK    92-93 

]  CARILLON  IMPORTERS,  LTD. 
GRAND   MARNIER  Back   Cover 

Agency:   Martin  Landey,  Arlow 
Advertising  Inc. 

COMMERCIAL  FINANCING 
CONSULTANTS     99 


COMPUTER    CAPITAL    CORPORATION 

Agency:   The  Paramount  Agency 
Advertising 


99 


]  CRANE    CO 66-67 

Agency:    Doremus  Uptown 


20 


DIAMOND  INTERNATIONAL 
CORPORATION 

Agency:   Henderson  &  Roll,  Inc. 


FMC    CORPORATION      36 

Agency:    Dancer  Fitzgerald  Sample,   Inc. 

FIDELITY    GROUP     97 

Agency:   Quinn  &  Johnson,  Inc. 

GENERAL  TELEPHONE  & 

ELECTRONICS    CORPORATION     3 

Agency:    Doyle  Dane  Bernbach  Inc. 


33 


GENERAL  WINE  &  SPIRITS  CO. 
CHIVAS    REGAL 

Agency:    Doyle  Dane  Bernbach  Inc. 


GORDON'S  DRY  GIN 

CO.,    LTD Second    Cover 

Agency:   Grey  Advertising  Inc. 

J  W.R.  GRACE  &  CO 81 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

GREAT  NORTHERN  NEKOOSA 

CORPORATION      98 

Agency:    Lord,  Geller,  Federico,  Inc. 

INA    CORPORAitlON  8-9 

Agency:    Geer,  DuBois  Inc.  Advertising 

INDUSTRIAL  NATIONAL 

CORPORATION      68 

Agency:   Ted  Bates  &  Company,  Inc./ 
Advertising 

INTERNATIONAL  BUSINESS 

MACHINES  CORPORATION 

DATA   PROCESSING    DIVISION  58-59 

Agency:    Geer,  DuBois  Inc.  Advertising 

JOHNSON  &  HIGGINS 15 

Agency:    David,  Oksner  &  Mitchneck, 
Inc. 

}   KIDDER  PEABODY  &  CO. 

INCORPORATED  77 

Agency:    Conahay  &  Lyon,  Inc. 

]    LONE  STAR  INDUSTRIES  60 

Agency:    J.  Walter  Thompson  Company 
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D  MAPCO    INC 70 

Agency:   Creswell  Munsell  Schubert  & 
Zirbel  Inc. 

MARINE    MIDLAND    BANK    13 

Agency:    Benton  &  Bowles,  Inc. 

MEM  COMPANY,  INC. 

(ENGLISH    LEATHER)     43 

Agency:   Cunningham  &  Walsh  Inc. 

MERCEDES-BENZ  OF 

NORTH  AMERICA,  INC.  18-19 

Agency:   Ogiivy  &  Mather  Inc. 

i/f   METROPOLITAN  LIFE  INSURANCE 

COMPANY 71 

Agency:   Young  &  Rubicam 
International  Inc. 

D  NATIONAL  TRUCK   LEASING   SYSTEM      70 

Agency:    David  W.  Evans,  Inc. 

';:=  THE   NORTHERN   TRUST  BANK  24 

Agency:   Clinton  E.  Frank,  Inc., 
Advertising 

ORTMAN-BLICKMAN    INC 99 

THE  PADDINGTON  CORPORATION 

(J&B   SCOTCH   WHISKY)    17 

Agency:    E.T.  Howard  Company,  Inc. 

Q  PEOPLES    GAS    COMPANY     84 

Agency:    Foote,  Cone  &  Belding 

ROWE  PRICE  NEW  INCOME  FUND,  INC.  90 

Agency:    VanSant,    Dugdale    &    Co.,    Inc. 

PUBLIC  SERVICE  ELECTRIC  AND 

GAS    COMPANY      98 

Agency:    Doremus  &  Company 

RCA    CORPORATION  65 

Agency:   J.  Walter  Thompson  Company 

D   REICHHOLD    CHEMICALS,    INC 74 

Agency:    Doremus  Uptown 

ROLLING    STONE    MAGAZINE  87 

Agency:   Jay-Vee  Associates 

:;:=    SANTA   FE    INDUSTRIES,    INC 12 

Agency:    Advertising  Direction,  Inc. 
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SCOVILL    

»Agency:  Hicks  &  Greist,  Inc. 


SCUDDER,  STEVENS  &  CLARK    89 

Agency:    Hill,  Holliday,  Connors, 
Cosmopulos,  Inc. 

D   SKYTOP    LODGE  12 

Agency:    Ecoff  &  James,  Inc. 

SMITH  BARNEY,  HARRIS  UPHAM 

&    CO.    INCORPORATED    14 

Agency:   Albert  Frank-Guenther  Law, 
Inc. 

SOMERSET  IMPORTERS,  LTD. 

JOHNNIE  WALKER  BLACK  LABEL  49 

Agency:   Smith/Greenland  Company 
Incorporated 

SOURCE    SECURITIES    CORPORATION   97 

Agency:   deGarmo  Inc.  Advertising 

SOUTHERN    RAILWAY    SYSTEM  50-51 

Agency:    Cunningham  &  Walsh  Inc. 

SWISSAIR       1 

Agency:   Waring  &  LaRosa,  Inc. 


TEXAS    UTILITIES    COMPANY  99 

Agency:    Doremus  &  Company 

TIGER   LEASING   GROUP  Third   Cover 

Agency:  McCann-Erickson,  Inc. 

TIME   MAGAZINE    79 

THE  VALUE  LINE  INVESTMENT 

SURVEY  96 

Agency:   The  Vanderbilt  Advertising 
Agency,  Inc. 

D    THE   WILLIAMS    COMPANIES  52 

Agency:   TWC  Advertising 


TEXAS 


UTILITIES 
COMPANY 


COMMON  STOCK  DIVIDEND 

The  Board  of  Directors  has 
declared  a  regular  quarterly 
dividend  of  33  cents  per 
share  on  the  common  stock 
of  the  Company,  payable 
January  3,  1977,  to  share- 
holders of  record  at  the 
close  of  business  Decem- 
ber 10,  1976. 

R.  E.  FONVILLE 
Dallas,  Texas  Secrefory 

November  19,  1976 


Principal  Subsidiaries 

Dollas  Power  &  Light  Company 
Texas  Electric  Service  Company 
Texas  Power  &  Light  Company 
Texas  Utilities  Services  Inc. 


WHAT    IS    HARDER 
THAN    A    DIAMOND? 


OBTAINING   MORE   MONEY   FOR   YOUR 
JEWELRY   AND   PRECIOUS   STONES. 


BUYERS 
OF  ALL 
JEWELRY 
SINCE   1899. 


from 
Individuals, 
Collections, 
and  Estates. 


7  East  48  Streef/New  York,  NY.  10017/212-755-0601 

(West  Coast)  Kozanjian  Bros.,  332  N.  Rodeo  Dr. 

Beverly   Hills,   Calif./21 3-272-061 6 


VENTURE  CAPITAL 

Assistance  for  any  worthwhile  projects. 
R.E.,  factoring,  Accts.  Rec,  Time  De- 
posits. Send  details  to:  Computer  Capi- 
tal Corporation,  Dept.  21  A,  6922  Holly- 
wood Blvd.,  Los  Angeles,  CA  90028 


-FINANCING- 

•  For  business  expansion,  industrial,  commercial — 
including  land  acquisition,  buildiner  construction  and 
equipment  •  Pollution  control  correction  •  Hospitals, 
hotels  •  Machine  shop  expansion  •  Agricultural 
processing     facilities. 

Principals    on?i/— write  details 

Mr.   Bernard    (714-595-76731 

Commercial  Financing  Consultants 

2102  North  Arrowhead,  Ste.  A 

San  Bernardino.   Calif.   92405 
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Thoughts 


on  the 
•  •  Business  of  Life 


There  is  only  one  way  to  put 
an  end  to  evil,  and  that  is  to 
do  good  for  evil. 
Leo  Tolstoy 


Give  thy  mind  more  to  what  thou 
hast  than  to  what  thou  hast  not. 
Marcus  Aurelius 


Happy  are  those  who  dream  dreams 
and  are  ready  to  pay  the  price 
to  make  them  come  true. 
Leon  J.  Suenens 


There  would  be  no  perceptible 
influence  on  the  morals  of 
the  race  if  Hell  were  quenched 
and  Heaven  burned. 
Charles  W.  Eliot 


He  who  is  not  liberal  with  what 
he  has,  does  not  deceive  himself 
when  he  thinks  he  would  be 
liberal  if  he  had  more. 
William  S.  Plumer 


I  want  to  be  freed 

neither  from  human  beings, 

nor  from  myself,  nor  from  nature; 

for  all  these  appear  to  me 

the  greatest  of  miracles. 

Carl  Jung 


Gratitude  is  not  only 
the  greatest  of  virtues, 
but  the  parent  of  all  others. 
Cicero 


It  is  easy  to  be  generous 
with  other  people's  money. 
Latin  Proverb 


The  Christmas  spirit  brings  home 
to  us— or  should  bring  home  to  us- 
the  profound  Biblical  truth  that 
"It  is  more  blessed  to  give 
than  to  receive."  Anything  that 
inspires  unselfishness 
makes  for  our  ennoblement. 
Christmas  does  that. 
I  am  all  for  Chrisimas. 
B.C.  Forbes 


I  am  a  human  being; 

no  part  of  humanity 

do  I  consider  foreign  to  me. 

Terence 


To  love  all  mankind,  a  cheerful 
state  of  being  is  required. 
Jean  Paul  Hichter 


Let  the  man, 

who  would  be  grateful, 

think  of  repaying  a  kindness, 

even  while  receiving  it. 

Seneca 


Frugality  is  founded 
on  the  principle 
that  all  riches  have  limits. 
Edmund  Burke 


He  cannot  long  be  good 

that  knows  not  why  he  is  good. 

Richard  Carew 


Every  man  has,  at  times, 
in  his  mind  the  ideal  of  what 
he  should  be,  but  is  not. 
In  all  men  that  seek 
to  improve,  it  is  better 
than  the  actual  character. 
Theodore  Parker 


The  love  of  beauty  in  its 
multiple  forms  is  the  noblest 
gift  of  the  human  cerebrum. 
Alexis  Carrel 


It  is  useless  to  gather  virtues 
without  humility,  for  the  spirit 
of  the  Lord  delighteth  to  dwell 
in  the  hearts  of  the  humble. 
Erasmus 


If  thou  art  rich,  thou  art  poor; 
for,  like  an  ass,  whose  back 
with  ingots  bows,  thou  bearest 
thy  heavy  riches  but  a  journey, 
and  death  unloads  thee. 
Shakespeare 


Everyone  is  always  in  favor  of 
general  economy  and 
particular  expenditure. 
Antho.vy  Eden 


A  Text 


I  do  not  want  my  house  to  be 
walled  in  on  all  sides  and  my 
windows  to  be  stuffed.  I  want 
the  cultures  of  all  lands  to  be 
blown  about  my  house  as  freely  as 
possible.  But  I  refuse  to 
be  blown  off  my  feet  by  any. 
Mahatma  Gandhi 


More  than  3,000  "Thoughts,"  in- 
dexed by  author  and  .mbject,  are 
now  available  in  a  574-page  book 
at  $9.95.  Send  check  and  order  to: 
Forbes,  Inc.,  60  Fifth  Avenue, 
New  York,  N.Y.  lOOIl.  Add  ap- 
propriate sales  tax  on  New  York 
State  orders. 


Sent  in  by  Manfred  G.  Davidson,  Min- 
neapolis, Minn.  What's  your  favorite 
text?  The  Forbes  Scrapbook  of  Thoufihts 
on  the  Business  of  Life  is  presented  to 
senders  of  texts  used. 


As  every  man  hath  received  the  gift, 
even  so  minister  the  same  one  to  an- 
(itlicr,  as  good  .stewards  of  the  mani- 
fold grace  of  God. 
I  Peter  4: 10 
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